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engraving,  statue,  coin,  model, 
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TECHNOLOGSCAL  GIANT 

MANAGES  TO  REMAIN 
VIRTUALLY  ANONYMOUS. 


It's  true 

spent  the  last  half  century  pushing  the^ 
envelope  of  technology  harder  than  we've  pushed  our 
name.  qD  Our  connmitment  to  R&D  (over  $2  billion  last  year 
3lone)  has  helped  make  us  the  world's  second  largest  computer 
jker  And  our  advances  in  communications  and  microelectronics  have 
ays  taken  priority  over  publicity  qO  Ibday  our  capabilities  range  from 
d-held  computers  to  high-speed  fiber  optics.  We  make  disk  and 
e  drives  for  many  of  America's  leading  computer  manufacturers, 
■ansistors  that  made  direct  broadcast  satellite  systems  possible. 
And  more  of  the  application-specific  ICs  for  modern  computers 
and  electronics  than  anyone  in  the  world.  qD  Vou'W  find 
our  name  in  over  100  countries.  Now  we're 
making  a  name  for  ourselves  in 
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COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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( which  explains  why  were  only  making  12,000  of  them.) 


^V-i-V<|l^^  t-p HE  CLASSIC 

JL  sports  car 
enthusiast  tends 
to  he  a  solitary 
creature.  That's 
Lecause  most  of 
y"'^^  ^tTaW  \  their  free  time  is 
usually  spent  alone  trying  to  repair  their 
sports  car  and  when  they  finally  get  it 
running  there's  often  little  room  or 
comfort  to  take  anyone  along  for  a  ride. 

which  leads  us  directly  to  the  new 
Suh  am  SVX."' 

The  Suharu  SVX  is  a  different  type  of 
sports  car.  For  starters,  it  won  't  h  reaK 
down  every  other  Thursday.  It  has  room 
for  more  than  one,  possihly  two  emaciated 
adults.  And  it's  also  loaded  with  the 
comfort  features  and  amenities  you'd  only 
expect  from  an  ohscenely-priced  Euro- 
pean luxury  coupe. 

Ohay,  let's  hegin  with  the  reliahility 
aspect  of  an  SVX. 

All  we  have  to  say  is  the  SVX  is  a 
Suharu.*  And  93%  of  all  Suh  aru 


Suharu  SIOC 


cars  registered  in  the  last  10  years  are  stiU 
on  the  road  and  running  todayl  (We  lihe 
to  think  the  other  7%  are  on  hlochs  heing 
stored  as  collectors  items.) 

How  ahout  the  room  for  more  than 
two  starved  adults? 

Well,  the  SVX  has  roomy  hack  and 
front  seats  and  over  85  cuhic  feet  of 
passenger  space  m  all.  That's  enouPn 
room  for  four  adults  who  haven't  keen  on 
a  diet  m  years. 

Lastly,  the  life  -improving  amenities. 
The  SVX  has  a  sunroof.  A  soft  grain 
leather  interior.  All-Wheel  Drive.  A  6- 
speaker  CD  player.  A  4-Channel  Anti- 
Lock  Braking  System.  Driver's-side  air 
hag.  A  patented  noise-reducing  window 
design.  And  you  can  huy  a  ftJly-loaded 
SVX  now  tor  we  11  under  $30,000,* 
which,  in  the  overpriced  performance 
category,  qualifies  as  a  remarkahle  deal. 

The  limited  edition  230  horsepower 
Suharu  SVX.  It's  designed  for  those  rare 
well-adjusted,  socially-involved  sports  car 

aficionados. 


Suharu.  What  to  drive. 


'  Based  on  R.L.  Polk  &  Co.,  registration  statistics.  'Based  on  suggested  retail  price  of  528,350  for  tfie  SVX  tvitli  optional 
Touring  Package  and  Rear  Deck  Spoiler.  Does  not  include  dealer  preparation,  inland  transportation,  taxes,  license  and  title  fees.  Dealer's  actual  price  may  vary. 
For  additional  information,  1-800-284-8584.  See  your  participating  dealer  aLout  tke  SVX  Freedom  Lease.  €  Sukaru  of  America,  1991. 
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PRODUCTION 

Change  from  lost  week:  0,4% 
Change  from  lost  year:  2.8% 

1967=100  (four-week  moving  average) 


185. 


LEADING 

change  from  last  week:  0.2% 
Change  from  last  year:  -2.5% 
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The  production  index  advanced  during  the  week  ended  Feb  8  On  a  seasonoliy 
adjusted  basis,  output  of  steel  and  crude-oil  rehning  rose,  while  cool,  outo,  and  truck 
production  declined.  Output  of  lumber,  electric  power,  and  rail-freight  traffic  were  all 
unchanged  from  the  previous  week,  and  data  for  paper  and  paperboard  were 
unavailable.  Prior  to  calculation  of  the  four-week  moving  overage,  the  index  was 
little  changed  at  178  8,  from  178  9 

BW  production  index  copyright  1  992  by  McGrow  Hill  Inc 


The  leading  index  increased  modestly  during  the  week  ended  Feb.  8  end  may  b 
heading  out  of  its  recent  trough  Higher  stock  prices  and  improvement  in  the  growt 
rotes  for  materials  prices  and  real  estate  loons  offset  a  large  advance  in  the  numbe 
of  business  failures  and  slower  growth  in  M2.  Bond  yields  were  unchanged  tor  th 
week.  Before  calculation  of  the  four-week  moving  average,  the  index  rose  to  2107 
from  209.9  in  the  previous  week. 

Leading  index  copyright  I  992  by  Center  for  International  Business  Cycle  Research 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (2/15)thous.  ofnettons 

1,758 

1,720# 

8.1 

AUTOS  (2/151  units 

111,301 

106,632r# 

36  4 

TRUCKS  (2/15)  units 

71,276 

69,025r# 

54.2 

ELECTRIC  POWER  (2/1 5)  millions  of  kiiowcn-hours 

57,695 

57,052# 

3.1 

CRUDE-OIL  REFINING  (2/i5)thous  ofbbL/day 

12,356 

12,610# 

-4.8 

COAL  (2/81  thous.  ofnettons 

19,336# 

19,521 

-6  5 

PAPERBOARD  (2/81  Ihous  of  tons 

812.8# 

806.5r 

3  9 

PAPER  (2/8)  thous.  of  tons 

765.0# 

7600r 

-1.7 

LUMBER  (2/81  millions  of  ft. 

516. 8# 

521  8 

5.8 

RAIL  FREIGHT  (2/8I  billions  of  ton-miles 

21.0# 

20.9 

7.7 

Sources:  American  Iron  &  Steel  Institute,  Ward  i  Automotive  Reports,  Edison  Elect 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA  ,  SFPA', 
of  Americon  Railroads 

ric  Institute, 
Association 

Latest 
week 

Week 
ago 

Yeai 
ago 

JAPANESE  YEN  (2/i9i 

128 

127 

131 

GERMAN  MARK  (2/19) 

1 .64 

1  60 

1.49 

BRITISH  POUND  (2/i9i 

1.75 

1  79 

1.96 

FRENCH  FRANC  (2/i9| 

5.59 

5.46 

5.07 

CANADIAN  DOLLAR  (2/i9i 

119 

1.18 

1.15 

SWISS  FRANC  (2/191 

1.49 

1.43 

1.27 

MEXICAN  PESO  (2/i9i 

3,047 

3,049 

2,967 

Sources:  Ma|or  New  York  banks  Currencies  expressed 
pouncJ  expressecJ  in  cJollars. 

in  units  per  U 

S.  dollor,  exce 

)t  for  British 

latest 

week 

Week 
ago 

%  Change 
year  ago 

GOLD  (2/19)  $/lroyoz. 

353.200 

357.200 

-3.1 

STEEL  SCRAP  (2/18)  #1  heavy,  $/ton 

89.50 

89.50 

-13.9 

FOODSTUFFS  12/Ml  index,  1967=100 

205.3 

206.8 

-19 

COPPER  (2/151  ':/lb. 

104  8 

102.7 

-9  1 

ALUMINUM  (2/151  c/ib 

58  0 

56.2 

-15.3 

WHEAT  (2/151  #2  hard,  S/bu, 

4  59 

4.67 

66  9 

COTTON  (2/151  strict  low  middling  1-1/16  in.,  C/lb. 

50.57 

50.16 

-34.1 

Sources:  London  Wednesday  hnol  setting,  Chicago  mar 
Week,  Kansas  City  market,  Memphis  morket 

cet.  Commodity  Research  Bureou,  Metah 

Latest 
week 

Week 
ago 

%  Chon 
year  a 

STOCK  PRICES  (2/U1S&P500 

414.17 

412.43 

CORPORATE  BOND  YIELD,  Aaa  (2/i4) 

8.25% 

8.25% 

INDUSTRIAL  MATERIALS  PRICES  (2/i4) 

95.9 

95.2 

-c 

BUSINESS  FAILURES  (2/7) 

523 

448 

16 

REAL  ESTATE  LOANS  (2/51  billions 

$403  7 

S402.4 

-1 

MONEY  SUPPLY,  M2  (2/3i  bilhons 


$3,442.7  $3,447.4r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (2/ii  thous 


437 


450 


Sources:  Standard  &  Poor's,  Moodys,  Journo/ of  Commerce  (index:  1980=100),  Dun 
Brodstreet  (failures  of  lorge  componies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonoliy  c 
justs  data  on  business  failures  and  real  estate  loons.  1 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 

Month 
ago 

%  Chan 
year  a 

CONSUMER  PRICE  INDEX  (jon ) 

138.1 

137.9 

2 

PRODUCER  PRICE  INDEX  (Jan  )  finished  goods 

121.7 

122.1 

C 

INDUSTRIAL  PRODUCTION  (Jon  )  total  index 

106.7 

107.6r 

C 

RETAIL  SALES  (Jan  l  billions 

$153  5 

$152.7 

3 

Sources:  BLS,  Federal  Reserve  Boord,  Census  Bureau 

MONETARY  INDICATORS  1 

Latest 
week 

Week 
ago 

yeo!  i. 

MONEY  SUPPLY,  Ml  (2/3i 

$921.7 

$915.2r 

10 

BANKS'  BUSINESS  LOANS  (2/51 

290.8 

288.7 

-  10 

FREE  RESERVES  (2/5) 

906r 

782r 

-64 

NONFINANCIAL  COMMERCIAL  PAPER  (2/5) 

135.5 

132.8 

-10 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 

free  reserves. 

which  are  expressed  foi 

two-week  periocJ  in  millions) 


MONEY  MARKET  RATES 


Latest 

Week 

Ye 

week 

ago 

01 

FEDERAL  FUNDS  (2/i8) 

4.81% 

3.91% 

6.26 

PRIME  (2/19) 

6.50 

6.50 

9.00 

COMMERCIAL  PAPER  3-MONTH  (2/i8) 

4.14 

3.97 

6.48 

CERTIFICATES  OF  DEPOSIT  3-MONTH  |2/19) 

4.12 

3.93 

6.54, 

EURODOLLAR  3-MONTH  (2/15) 

3.91 

4.03 

6.49 

Sources:  Federal  Reserve  BoarcJ,  First  Boston 


#Raw  data  in  the  production  indicators  are  seasonally  odjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmef 
1  -  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA- Not  available     r  =  revised     NM  =  Not  meaningful 
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AFewExamdes 
Ctf\5tofeBeing]VIade 
InMexicoTbday 

Investing  in  Mexico  is  truly  a  money-making  proposition.         fl^A  Qfj^CP  5ERFIN 

Just  ask  a  few  of  your  competitors  who  have.  Fortime  1000  serfinF 
X)mpanies  in  tlie  appliance,  electronic  and  automotive  industries,  to  cite  a  few  examples. 

Companies  in  diese  and  odier  industries  are  profiting  from  investments  in  one  of  the  world  s  top- 
Derfonning  stock  markets.  And  from  direct  investments  in  privatizations,  low-cost  production  sharing 
Dlants  and  joint  ventiires. 

So  much  so,  in  fact,  diat  almost  a  full  65  percent  of 
breign  capital  invested  in  Mexico  has  come  from  corpora- 
ions  in  die  United  States. 

A  significant  portion  of  it  from  die  clients  soo 
)f  Banca  Serfin.  For  as  Mexico's  most 


experienced  international  bank,  no 
me  has  arranged  more  sales  of 
;tate-owned  industry.  And  no 
)ne  can  provide  a  better  link 
0  our  country's  fast-paced  growdi. 

Because  we  offer  every  service  from 
nvestment  banking  and  export  f  inance  to 
VI&lA  and  maquiladora 
issistance.  In  short,  all  the 
capabilities  you  could  need. 

So  talk  widi  Banca 
>erfin  about  an  investment 
n  Mexico.  And  see  what 
ve  can  make  of  it. 


Mexico  Cih        New  York  Toloo  London  Toronto  Los  Angeles        Nassau  Belize  Seoul 

(525)709-7644  (212)574-9504  (8L33)  273-5911  (4471)  40S-2151    (416)  360-.S900   (213)955-0749  (212)574-9500  (5012)7-81-79  (822)756-5186 
For  more  information  on  in\esting  in  Mexico,  call  toll-free  1-800-336-7330  (U.S.);  1-800-336-6899  (Canada). 


If  you  ignore  street  Idds  long  enough,  they'll  go  away. 

Every  year,  over  5,000  American  children  are  buried 
in  unmarked  graves.  They  are  street  kids  — scared, 
abused,  desperate  — who  struggle  every  day  just  to 
survive  in  a  vicious  and  violent  world.  For  these 
children  Larkin  Street  Youth  Center  is  a  haven.  A 
safe  place  to  go  for  food,  clothing,  medical  care 
and  professional  counseling.  But  most  of  all,  it's  hope. 
Please  support  Larkin  Street  s  work. 
Kids  are  dying  for  your  help. 

Larkin  Street  Youth  Center 
1044  Larkin  Street,  San  Francisco,  CA  94109 
415-673-0911 


Do  Ybu  Make  These 
Six  Common  Mistakes 
On  YiDur  Taxes? 


J  ix  common  mistakes  can  cause  you  big 
)  lieadaches  on  your  taxes,  An  oversiglit 
ere,  an  omission  tliere.  From  unnecessan/ 
IX  payments  to  full  blown  IRS  audits  --  you 
an  end  up  paying  too  much  ...  or  worse. 

But  now,  using  TurboTax  and  your  per- 
Dnal  computer,  you  can  avoid  these  simple 
jt  costly  mistakes: 

IThe  Arithmetic  Error 
Today,  evei.  the  simplest  forms  con- 
tain complex  calculations.  And  with 
I  the  late-night  scrambling,  an  innocent 
listake  could  cost  you  ple^^y. 

ZThe  Transcription  Error 
With  all  those  numbers  being  juggled 
from  schedule  to  schedule,  it's  no 
onder  the  figures  are  so  often  transcribed 
correctly  or  entered  on  the  wrong  line. 

J The  Omitted  Form 
Even  "ordinary"  returns  require  any- 
where from  six  to  a  dozen  forms  to 
3mplete.  It's  easy  to  miss  one ...  or  end  up 
ishing  all  over  town  to  find  the  one  you  need. 

IThe  Misinterpreted  Instruction 
At  best,  IRS  instructions  can  be  tough 
to  understand.  At  worst  they  can  be 
lind-boggling.  What  you  need  are  clear 
rections  in  plain  English. 

SThe  Overlool(ed  Deduction 
You'd  have  to  be  a  professional  tax 
preparer  to  know  all  the  deductions 
)u're  entitled  to.  If  you  miss  just  one,  it 
)uld  cost  you  hundreds  of  dollars. 

5 The  Exceeded  Guideline 
The  fastest  way  to  trigger  an  IRS 
audit  is  to  exceed  the  "normal"  range 
T  one  of  your  deductions.  You  need  to  know 
hatthe  IRS  looks  for  on  a  line-by-line  basis. 

When  you  do  your  taxes  with  TurboTax, 
listakes  like  these  are  virtually  impossible, 
nd  filing  your  taxes  couldn't  be  easier. 


Macintosh 


America's  ''I 
Tax  Software 

TurboTax  is  America's  #1  best-selling  tax 
software  --  over  six  million  returns  were  filed 
with  TurboTax  last  year!  With  TurboTax  on  your 
PC  (or  MaclnTax  on  your  Macintosh),  you  can 
completely  and  accurately  prepare  your  income 
taxes  in  just  a  few  hours. 
Here's  how  easy  it  is! 

A.  Gather  your  records  and  receipts. 

B.  Enter  your  data  into  TurboTax  just  once. 

C.  Print  out,  sign  and  drop  in  the  mail. 
TurboTax  does  the  rest.  Even  if  your  records 

and  receipts  aren't  in  any  particular  order, 
TurboTax  guides  you  through  step-by-step 


CHIPSOn  TUflBOTA* 


questions  and  shows  how  to  enter 
every  item.  And  like  a  good  tax 
advisor,  TurboTax  helps  you  iden- 
tify every  deduction  you  can  claim. 

Then  TurboTax  makes  all  the 
calculations,  checks  for  accuracy 
and  consistency,  and  transfers  ev- 
ery number  to  the  proper  lines  on  the  proper 
forms.  And,  TurboTax  prints  every  form  you  need 
in  IRS-approved  format  right  on  your  own  printer 
-  ready  to  sign  and  mail  (or  file  electronically,  if 
you  prefer,  for  a  faster  refund). 

PC  Magazine  says  TurboTax  "makes  doing 
your  taxes  almost  fun."  Try  it  for  yourself.  Free. 
We  know  that  if  you  try  it,  you'll  never  go  back  to 
doing  your  taxes  the  old-fashioned  way.  So  we'll 
send  you  TurboTax  on  an  unconditional  free  trial 
basis:  If  you  don 't  like  It,  you  don 't  pay  for  It! 

Free  Bonus! 

Plus,  when  you  buy  TurboTax,  we'll  send  you 
a  FREE  copy  of  The  Norton  Utilities  6.0  LTE 
(excludes  N-DOS 
and  Disk  Edit  fea- 
tures) as  a  special 
free  bonus.  The 
Norton  Utilities  is 
America's  best-selling  disk  repair/data  recovery 
program.  It  performs  the  most  extensive  diagno- 
sis and  repair  of  any  utility  program  for  the  PC  and 
Macintosh.  And  it's  yours  free  when  you  buy 
TurboTax  or  MaclnTax. 


UTILITIES 


Call  now  to  try  lUrboTax  FREE!  OhspSoft 

We  'II  rush  you  a  FREE  trial  copy  of  Turbo  Tax  ASAP  (you  pay  just  $8. 50  shipping  now).  Try  it  free  for 
30  days,  and  if  you  don 't  like  it  for  any  reason,  just  send  it  back  and  owe  nothing.  If  you  do  keep  It, 
you  won't  be  charged  until  after  your  30-day  free  trial   free  boNUS:  Your  free  copy  of  The  Norton 

Utilities  will  be  sent  upon  full  payment. 


SPECIAL  OFFER 

Pay  now  in  full  and  we'll  send  both  Norton  and 
TurboTax  right  away  ■■  and  we'll  pay  the  shipping! 


Please  Choose:     □  TurboTax  (IBM-compatible)  $6^ 

□  3-'/2"  disks,  or    □  TurboTax  for  Windows  $79 

□  5-V4"  disks       □  MaclnTax  (for  Macintosh)  $79 

Call  Now  For  Your  FREE  Trial  Copy: 

0UU"40  i'QLo  f  803  " 

TurboTax  requires  IBM  PC,  XT.  AT,  PS/1 ,  PS/2  or  compatiWe,  DOS  2  0  or  higher,  51 2K  F«M,  hard  drive  TurhoTax  lor  Windows  requires  Windows  3.0  or  higher,  nard  drive  MaclnTax  requires 
Macintosh  Plus,  System  4  2  or  higher,  hard  drive.  CA  residents  add  7  25%  sales  tax  Otter  expires  <)/1 5/92  --  not  valid  with  any  other  offer.  Offer  also  includes  free  HeadStart  Edition  for 
orders  received  through  12/31/91,  ®  TurboTax  and  MaclnTax  are  registered  trademari(s  of  ChipSoft,  Inc.  and  ChipSoft  CA,  Corp.  The  Norton  Utilities  is  a  trademark  of  Symantec  Corporation. 
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One  Call 
Does  It  AH. 


Now,  one  call  can  solve  your  business 
phone  problems,  and  maybe  even  whisk 
you  away  to  Hawaii.  Because  now,  one 
call  to  the  number  below  introduces 
you  to  an  Authorized  Sales  Represen- 
tative for  Pacific  Bell...  your  local  One- 
Call  Communications  connection  for 
everything...  fi  om  phone  systems  to 
cfuality  Pacific  Bell  services. 

That  same  call  also  enters  you  in 
our  One-Call  Sweepstakes  drawing  for  an 


Empu  e  Tours  Hawaiian  holiday  week  for  two 
and  $1000.  And  it  might  instantly  get  you 
a  Beach  Bonanza  Kit,  Kona 
Coffee,  Macadamia  nuts  4, 
or  any  of  over  300  EmpirMT^urs 
instant  wimier  prizes.  SSSSSSSi 

So  if  you  need  an  easy  way  to 
solve  tough  business  commimications 
problems  and  could  use  a  httle  R&R 
in  Hawaii,  relax.  Make  one  call  and 
consider  it  done. 


I.ocal  representatives 
who  understand  the 
needs  of  your 
business. 


Timely,  reliable 
installation,  repairs 
and  maintenance. 


PACIFIC  BELL 


Representatives 
certified  to 
Pacific  Bells 
I  Kjorous 
(.|uality 
standards. 


Custoiii-lailiiicd  lo 
meet  your  spe<  ific 
l)usiness  needs. 


8 

00 

? 


The  most  reliable  cmd 
flexible  phone  sy.stem 


The  right  phone 
equipment  for 
your  business. 


1  800  400-4277  Ext.  701 
One-  Call  GtonimmiLcations 


:?rnT.illj>frpefwn, please  2  PRIZES  Tnp(..ti\vii 
lon.uanciomb,isis,  3  HLKJIBILITY  Op..-n l^i all '  .i 
K.".rtiidt<-«.jul.ilions  A  GCNrRAl.CONDrnoNS  f 
•-.  of  the  winii.Tv,  .ivdiUbU-  .jtlci  M.iy  1,  VfVi.  .> 
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HOW  PRICE-CUTTING 
CAN  PAY  OFF 


While  we  wholeheartedly  endorse 
Procter  &  Gamble  Co.'s  plan  to 
enhance  its  corporate  training  program 
("Ready,  aim,  market:  Combat  training 
at  P&G  college,"  The  Corporation,  Feb. 
8),  we  challenge  Chairman  Edwin  L. 
Artzt's  statement  that  "too  much  price 
discounting  erodes  the  value  of  P&G 
brands." 

As  a  30-year  marketing  veteran,  I've 
observed  strategically  planned,  disci- 
plined price-cutting  promotions  that  did 
not  destroy  brand  value.  In  fact,  espe- 
cially in  recessionary  times,  many 
brands  that  lack  advertising  support  are 
surviving  on  price  and  value-added  pro- 
grams. Price  cutting,  indeed,  can  suc- 
cessfully slow  down  a  brand's  market- 
share  decline.  Additionally,  it  can 
provide  brand  management  time  to  re- 
store or  reposition  a  brand  for  future 
vitality. 

The  spend,  spend  mentality  of  the 
1980s  is  behind  us.  And  cost-conscious 
consumers  are  looking  for  value.  Smart 
marketers  such  as  McDonald's  are  using 
"value  pricing"  strategies  to  their  ad- 
vantage. 

William  A.  Robinson 
Managing  Partner 
Robinson  &  Maites  Inc. 

Chicago 

THE  KEY  PLAYERS  IN  GETTING 
PROLEUKIN  APPROVED  

Your  article  "Heartbreak  and  tri- 
umph in  biotech  land"  (Top  of  the 
News,  Feb.  3)  creates  a  false  impression 
about  the  process  leading  to  the  recent 
Food  &  Drug  Administration  Advisory 
Committee  recommendation  for  approval 
of  Proleukin  (Interleukin-2)  as  a  treat- 
ment for  kidney  cancer.  In  particular, 
the  article  incorrectly  implies  that 
Chiron  Corp.'s  "savvy"  management 
somehow  played  a  key  role  in  the  ap- 
proval process. 

In  doing  so,  it  slights  the  actual  contri- 
butions of  the  highly  professional  and 
dedicated  team  of  research  and  develop- 
ment scientists,  pharmacologists,  clini- 
cians, managers,  and  supporting  staff 


from  Cetus  Corp.,  as  well  as  the  distin- 
guished group  of  clinical  investigators  at 
the  National  Cancer  Institute  and  other 
national  cancer  centers.  Chiron  manage- 
ment had  virtually  no  role  in  the  process 
leading  up  to  the  FDA  Advisory  Commit- 
tee's review  on  Jan.  17. 

Chiron  senior  managment  did  not  "re- 
submit" IL-2,  nor  did  "the  company  or- 
chestrate a  more  organized  presenta- 
tion" to  the  FDA  panel.  All  of  the  data 
for  Proleukin's  review  had  been  submit- 
ted to  the  FDA  prior  to  the  merger. 
Chiron  simply  encouraged  the  Cetus 
team  to  do  its  job. 

The  FDA  presentation  was  given  en- 
tirely by  Cetus  employees  and  their  clini- 
cal investigators.  A  large  dedicated  sup- 
port group  within  Cetus  had  been 
working  for  nearly  a  decade  to  make 
Proleukin  available  to  kidney  cancer  pa- 
tients, and  it  worked  closely  together 
and  with  the  FDA  over  the  past  18 
months  to  generate  additional  data  and 
analysis  for  a  full  review  by  the  adviso- 
ry committee. 

Virtually  all  of  this  activity  occurred 
prior  to  last  month's  Chiron-Cetus  merg- 
er. During  the  meeting,  a  number  of 
members  of  the  advisory  committee,  in- 
cluding Dr.  Jerome  Groopman,  compli- 
mented the  quality,  comprehensiveness, 
and  clarity  of  the  data  and  the  presenta- 
tions made  by  the  FDA,  Cetus  Oncology, 
and  the  National  Cancer  Institute  and 
other  clinical  investigators.  Chiron's  con- 
fidence in  the  ability  of  this  Cetus  team 
played  a  large  role  in  Chiron's  valuation 
of  a  merger  between  the  two  companies. 

William  J.  Rutter 
Chairman 
Edward  E.  Penhoet 
Vice-Chairman  and  CEO 
Chiron  Corp. 
Emeryville,  Calif. 

JEERS  AND  A  CHEER 
FOR  LESLIE  WEXNER 

I am  a  vice-president  of  marketing  for  a 
major  textile  company  with  a  large 
number  of  our  production  facilities  locat- 
ed in  Georgia.  My  wife  loves  to  shop  at 
Leslie  We.xner's  The  Limited  and  Vic- 
toria's Secret.  However,  because  of  his 
recent  comments,  she  had  better  not 
shop  there  in  the  future  ("Why  Leslie 
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How  To  Do 
Your  Taxes 
On  Your  PC 

1.  Gather  your  receipts. 

2.  Enter  them  inTurboTax. 

3.  Print,  sign  and  mail. 

It's  that  easy.  That's  why  TurboTax  is 
America's  best-selling  tax  software  --  over  6 
million  returns  filed  last  year  TurboTax  asks 
you  simple  questions  and  guides  you  through 
the  answers.  Then  TurboTax  makes  the  tax 
calculations,  fills  out  all  the  forms,  and  prints 
your  ready  to  file  return. 


WINDOWS 


1 

iTaM 


Try  America's  #1 
Tax  Software  FREEl 

We're  so  sure  you'll  love  being  in 
control  of  your  taxes,  we'll  send  you  Turbo- 
Tax for  a  FREE  trial  (pay  just  $8.50  shipping 
now).  Try  it  free  for  30  days,  and  if  you  don't 
like  it  for  any  reason,  just  send  it  back  and 
owe  nothing.  If  you  do  like  it,  you  won't  be 
charged  until  after  your  30-day  free  trial. 

Please  □  TurboTax  (IBM-compatible)  $69 
Choose:  □  jurboTax  for  Windows  $79 

□  MaclnTax  (for  Macintosh)  $79 
Have  credit  card  ready  for  shipping  charges. 
*  Call  now  for  your  FREE  trial  copy 


800-487-8297 


Ext. 
787 


CORRECTIONS  &  CLARIHaTIOMS 

In  a  story  "Fear  Stalks  the  Nikke' 
(Finance,  Feb.  3)  we  said  erroneous' 
that  Japan's  Tokai  Bank  Ltd.  fails  i. 
meet  internationally  agreed-upon  caj-, 
tal  standards.  According  to  the  bank^ 
1991  interim  financial  statement, 
maintains  an  8.34%  capital-adequaii 
ratio,  above  the  8%  minimum  rat 
set  by  the  Bank  for  International  Se 
tlements. 


Wexner  shops  overseas,"  Top  of 
News,  Feb.  3). 

Our  company  is  investing  $63  milli 
in  our  current  denim  mill  in  Trion,  ( 
This  will  be  the  largest  denim  mill  in  t 
world  to  our  knowledge. 

We  will  hire  an  additional  400  peop 
None  of  our  people  is  overpaid,  includi 
me,  but  we  have  an  80%  medical-  a 
dental-coverage  plan,  a  pension  plan,  a 
a  matching  program  for  our  401( 
Wexner's  part-time  sales  help  sun 
doesn't.  Given  this,  China's  prison  lab 
is  hard  to  compete  against  for  Wexne 
orders.  We  have  also  spent  millions 
dollars  to  ensure  we  protect  our  envirc 
ment.  In  Wexner's  foreign  countries, 
such  concerns  or  costs  come  into  play 
William  D.  Havi 
Greenville,  S. 

Leslie  Wexner's  claim  that  textile  qu 
tas  and  tariffs  add  an  extra  $558 
the  average  household's  annual  clothii 
bill  is  ridiculous  and  misleading.  Accor 
ing  to  the  U.  S.  Census  Bureau,  the 
are  66  million  families  in  the  U.  S.  If  y( 
multiply  that  by  Wexner's  $5.58,  the  s 
called  "hidden  tax"  on  imports,  it  com 
to  $36.8  billion.  The  total  value  of  i 
textile  and  apparel  imports  entering  tl 
U.  S.  in  1991  (including  transportatic 
and  tariffs)  was  $41  billion.  Where  doi 
the  extra  $36.8  billion  cost  come  fron 
Could  it  be  that  the  added  cost  to  co 
sumers  he  complains  about  is  in  reali' 
the  huge  markup  he  and  others  make  c 
their  imports? 

Carlos  Mooi 
Executive  Vice-Presidei 
American  Textile  Manufacture! 

Institui 
Washingtc 

Instead  of  complaining  about  rapid  i: 
creases  in  textile  imports,  U.  S.  mil 
should  be  asking  themselves  why  U. 
companies  must  go  outside  their  ow 
borders  for  goods.  The  U.  S.  manufa 
turing  industry  cannot  expect  tariffs  an 
quotas  to  continue  to  correct  its  mil 
takes.  These  bailouts  just  perpetuate  ui 
competitive  industries  and  penalize  efl 
cient  producers.  This  seems  to  be  a  poc 


^  FREE  BONtlSl 

■  Receive  the  Norton  Ufllities 

■  -  Artrerica's  best-selling  disk 
"  repair  an(l  data  recovery  program 

(version  6.o\te,  excludes  N-DOS 

and  DIskEdit  features). 
Yours  FREE  w/hen  you  pay  for 
TurtxjTax  or  MaclnTax. 
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INVESTORS  ARE  ASKING  FIDELITY 


"What  Should  I 
Do  With  My 
Retirement  Savings?" 


One  look  at  today's  interest  rates  tells  you  that  CDs  alone  might 
not  get  you  to  your  goals.  At  Fidelity,  we  suggest  that  you  consider  a 
more  diversified  approach  for  the  long  term,  including  these  elements 
of  balance:  Income,  Growth  and  Stability. 


Fidelity  Asset  l\/lanager 


STOCKS 


BONDS 


MONEY  MARKET 
INSTRUMENTS 

Investment  mix  as  of  12/31/91 


Make  Sure  You  Are  Diversified 

If  you're  looking  for  an 
easy  way  to  diversify,  consider 
Fidelity  Asset  Manager/^ 
With  one  simple  investment  in 
this  fund,  your  money  is 
invested  across  a  mix  of 
stocks,  bonds  and  money 
market  instruments  in  a  port- 
folio that  is  gradually  adjusted 
by  Fidelity's  experts,  as  market 
conditions  change.  Share 
price  and  return  will  vary  and 
you  may  have  a  gain  or  loss 
when  you  sell  your  shares.  You  can  start  with  just  $500  in  a  Fidelity 
IRA,  Keogh  or  SEP-IRA,  and  there's  no  sales  charge. 

Free  Retirement  Planning  Guide 

To  help  today's  investors  plan  for  their  future.  Fidelity  has  pre- 
pared "A  Common  Sense  Guide  To  Planning  For  Retirement.  "  Inside 
you'll  find  straight  talk  about  how  to  meet  your  retirement  goals, 
including  easy-to-use  worksheets.  Call  for  your  free  fact  kit  and  Guide 
today,  and  take  a  major  step  toward  the  retirement  you  want. 

Visit  A  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


FMelily  Investments 


Common  sense.  Uncommon  results. 


For  a  free  fact  kil  and  more  complete  information  on  any  Fidelity  fund  including  charges  and  expenses,  call 
or  write  for  a  free  prospectus  Read  the  prospectus  carefully  before  you  invest  or  send  nione\  Fidelity 
Distributors  Corporation   CODE:  BW/FAAI/030292 
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INVENTING  JAPAN 

By  William  Chapman 
Prentice  Hall  •  307pp 


$22 


PACIFIC  RIFT 

By  Michael  Lewis 
Norton  ♦  144pp 


ZAIBATSU  AMERICA 

By  Robert  L.  Kearns 
$14.95       Free  Press  •  256pp  •  $22.95 


JAPAN  IS: 

A)  ADRIFT,  B)  FUNNY,  C)  SCARY? 


The  U.  S.  debate  about  Japan  is  explod- 
ing. Americans  are  groping  to  under- 
stand this  key  ally  and  fierce  competi- 
tor. Three  new  books  attempt  to 
unravel  who  the  Japanese  really  are — 
and  whitt  they're  up  to. 

It  is  ;i  peculiar  paradox:  A  seasoned 
Japan  hand  is  confused;  a  neophyte 
sees  the  Japanese  clearly. 
Inventing  Japan,  by  William  Chap- 
man, former  Tokyo  bureau  chief  for  The 
Washington  Post,  impresses  at  first 
with  its  detailed  grasp  of  Japan's  post- 
war history,  including  the  U.  S. 
occupation.  His  thesis:  The  na- 
tion underwent  a  "fundamental 
change"  in  the  cultural  and  eco- 
nomic model  that  many  blamed 
for  Japan's  aggression.  Thus, 
Japan's  "earlier  history  and  cul- 
ture," he  claims,  "had  little  to 
do"  with  its  postwar  success. 

His  assertion  goes  to  the 
heart  of  the  decades-old  debate 
about  whether  Japan  is  becom- 
ing more  like  "us,"  or  whether 
it  remains  culturally  and  eco- 
nomically distinct. 

Chapman  says  the  former  is 
true,  but  he  constantly  under- 
mines himself.  After  stating 
that  the  occupation  created  a 
new  Japan,  he  shows  how  the 
American  plan  was  undone. 
Yes,  labor  demands  blossomed.  But,  as 
he  concedes,  they  were  later  squelched. 
Yes,  the  Americans  tried  to  break  up 
zaibatsu,  the  business  groups  that  fu- 
eled prewar  expansion.  But,  he  notes, 
they  were  reconstituted  in  slightly  al- 
tered form  as  keiretsu.  There  was 
change:  The  emperor's  role  was  reduced, 
and  military  power  curbed.  But  it  is  pre- 
posterous to  argue,  as  does  Chapman, 
that  Japan  has  forgotten  its  culture  of 
2,000  years  or  its  century-old  desire  to 
catch  up  with  and  surpass  the  West. 

Chapman's  conclusion  is  especially  un- 
satisfying. Japan  is  "adrift,"  he  says. 
Some  Japanese  want  to  challenge  the  all- 
consuming  business  culture,  hut  lack  a 
vision  for  how  to  do  it.  Gripped  "with  a 
peculiar  paralysis  of  political  will,"  Ja- 
pan cannot  define  a  geopolitical  role 
commensurate  with  its  economic  power. 

But  there's  another  explanation.  The 
Japanese  don't  seek  the  geopolitical  role 


Chapman  would  prescribe.  They  define 
their  power  as  economic,  and  that  power 
they  have  in  abundance.  Having  spent 
$3  trillion  on  plant  and  equipment  in  the 
past  five  years,  they  will  likely  sustain 
their  economic  prowess  well  into  the 
next  century.  As  they  are  increasingly 
candid  in  saying,  their  values  and  sys- 
tems are  triumphing. 

This  book  represents  a  misguided 
school  of  thought  that  has  fed  deep 
confusion  about  Japan.  As  the  Post's 
man  in  Tokyo  for  14  years.  Chapman 
influenced  not   only  other  journalists 


even  internal  competition.  When 
Americans  develop  and  register  a  pn 
uct,  the  bureaucrats  tell  Japanese  riv; 
about  it,  so  everyone's  market  share 
preserved.  "The  barriers  don't  exist  sj 
cifically  to  exclude  foreigners,"  Lev 
writes,  "but  to  preserve  the  status  que 

Lewis'  best  material  concerns  the  Js 
anese  in  America.  We  see  Shuji 
mikawa,  a  Mitsui  executive,  pe 
through  his  sunroof  at  the  skyscrape 
he  wants  to  buy.  He's  the  sort  of  youn 
affluent  Japanese  that  Chapman  mig 
expect  to  rebel  against  the  Japanese  sj 
tem.  Yet  he  is  a  player  in  a  "zaibatt 
turf  war" — fought  in  New  York. 
1986,  Mitsui  bought  the  Exxon  buildin 
and  soon  after,  Sumitomo  bought  6 
Fifth  Ave.  To  save  face,  Mitsubishi 
to  make  a  major  purchase.  With  Mits 
circling  Rockefeller  Center,  Mitsubis 
offered  $846  million,  overpaying  dearl 

Why?  Maintaining  prestige  is  ke 
Lewis  explains,  to  attracting  top  tale 


wrongheaded.  Lewis 


stumbles  on  truth. 
Kearns  warns  of 


a  tenant  nation 


but    official    Washington    as  well. 

Michael  Lewis,  by  contrast,  is  no  Ja- 
pan expert.  Indeed,  in  Pacific  Riff ,  Lew- 
is (of  Liar's  Poker  fame)  says  he  set  out 
to  answer  some  "stupid  questions."  If 
so,  they  are  questions  millions  of  Ameri- 
cans ask:  Why  does  Japan  persist  in  pil- 
ing up  huge  surpluses?  Why  such  mis- 
understanding between  the  two  peoples? 

This  slim  volume  (which  was  sent  to 
executives  and  other  "opinion  makers" 
as  a  Whittle  "direct  book"  last  year  and 
will  be  published  by  W.W.  Norton  &  Co. 
in  April)  depends  on  a  simple  device: 
Lewis  spends  time  with  American  insur- 
ance executives  in  Japan,  then  travels 
with  a  Japanese  real  estate  executive  in 
Manhattan.  In  his  customary  wry  style, 
he  stumbles  on  many  truths. 

F]xecutives  at  American  International 
Group  Inc.,  for  example,  find  Japan's 
omnipotent  bureaucrats  more  interested 
in  maintaining  stability  than  in  fostering 


from  Japanese  universities.  These  grad 
have  buddies  who  will  go  on  to  run  th 
Japanese  bureaucracy,  and  such  connec 
tions  will  let  them  make  killings  in  Jap; 
nese  real  estate.  Mitsubishi's  purchas 
reflects  this  distinctly  Japanese  rivalry 
Lewis'  take  on  all  this  is  often  comic 
but  his  message  is  serious.  He  sees  Jt 
pan  as  it  is  and  sums  up  the  challengt 
"How  can  our  capitalism  beat  their  cap 
talism?"  By  keeping  his  eyes  open  anc 
asking  the  right  questions,  this  newcom 
er  comes  up  with  penetrating  insights. 

BY  WILLIAM  J.  HOLSTEIh 
Holsteiri  is  author  q/' The  Japanese  Powe 
Game:  What  It  Means  for  America. 

In  the  otherwise-forgettable  movifl 
Freejack,  set  in  the  early  21st  centuj 
ry,  Japanese  businessmen  sward 
over  Battery  Park,  Manhattan's  lasi 
habitable  spot,  apparently  intent  on  owiv 
ing  everything.  A  U.  S.  executive  speaks 
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Room  for  the  fiiture.  Inti 


Sure,  the  Intel486™  SX  dehvers 
workstation  power  at  a  386  price 
today.  But  let's  say  you  need  more 
power  down  the  road.  No  problem.  Room  will  be 
waiting.  TTianks  to  new  built-in  CPU  upgradability. 


Intel  has  developed  an  OverDrive™  procesi 
due  this  year,  that  will  plug  into  many  486  SX 
systems.  With  this  simple  addition,  you'll  ' 
double  CPU  performance.  TTie  net  effect:  an 
overall  system  performance  boost  of  up  to  j 


in 


ifci 
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icing  built-in  upgradability. 

^rcent-across  all  applications.  Plus,  you'll 
•n-chip  math  capabilities. 
)0  consult  your  dealer  to  see  which  486SX 
^ms  are  upgradable.  Or  call  1-800-722-7772 
free,  informative  video. 


And  check  into  the  computer  with  room  for  the 
future  today. 


iniel» 

The  Computer  Inside.' 


ruefully  of  the  golden  era  "before  we 
lost  the  trade  war."  In  Zaibatsu  Ameri- 
ca, Robert  L.  Kearns  tells  us  we  are  in 
fact  well  on  our  way  to  becoming  an 
economic  colony  of  Japan. 

Kearns,  a  former  Chicago  Tribune  re- 
porter, pulls  his  evidence  from  the  busi- 
ness pages:  Sony  has  CBS  Records  and 
Columbia  Pictures;  Matsushita,  MCA 
Television  and  Universal  Pictures;  Mitsu- 
bishi, Rockefeller  Center;  and  Minoru 
Isutani,  the  Pebble  Beach  golf  course. 

Understand,  economic  traditionalists 
maintain  that's  0.  K.  Many  developed 
nations — though  not  Japan — have  higher 
percentages  of  direct  foreign  ownership, 
and  Britain  remains  the  largest  investor 
in  the  U.  S.  economy.  Foreign  invest- 
ment supplies  U.  S.  companies  with 
needed  capital  and  creates  jobs.  But 
Kearns  is  troubled  by  Japanese  invest- 
ment in  particular. 

First,  there's  the  scale.  Japanese  have 
been  buying  U.  S.  assets  faster  than 
anyone  else.  In  1990,  they  out-invested 
the  British  $20.5  billion  to  $13.1  billion, 
according  to  the  Commerce  Dept.  Japan 
has  replaced  the  U.  S.  as  the  country 
with  the  most  net  foreign  assets  and  is 
the  world's  largest  lender,  Kearns  notes. 

Then  there's  the  mix.  Japanese  invest- 


ment, says  Kearns,  is  aimed  at  Ameri- 
ca's brain  and  heart — its  financial  insti- 
tutions, its  high-tech  manufacturing 
base,  its  entertainment  industry.  In  his 
view,  Japanese  money  isn't  seeking  max- 
imum return;  it's  seeking  dominance.  Ja- 
pan is  buying  up  the  companies  that 
make  the  machines  used  to  manufacture 
semiconductors,  for  example,  and  target- 
ing emerging  U.  S.  technologies. 


Why  should  Japan  'strive 
to  give  American 
firms  better  access 
to  Japanese  markets'? 


Last,  there's  Japan's  method — the 
"zaibatsu  behemoth."  Japan's  interlock- 
ing corporate  networks,  says  Kearns, 
are  using  cheap  capital,  secrecy,  and  po- 
litical influence  to  take  over  U.  S.  tech- 
nology and  finance.  Meanwhile,  Japan's 
economy  is  largely  shielded  from  foreign 
investors  and  even  from  outside  competi- 
tion in  many  high-tech  businesses. 

Kearns  fears  that  the  zaibatsu  sys- 


tem, unchecked,  could  turn  America 
into  tenant  laborers  in  a  Japanese-own 
economy.  But  many  of  his  proposed  re 
edies,  such  as  the  creation  of  a  U. 
Trade  Dept.  and  yet  another  committ 
to  monitor  foreign  investment,  are  wea 
Others  are  obvious:  better  education, 
balanced  federal  budget,  an  end  to  sta 
tax  rebates  to  draw  foreign  investmei 

His  suggestions  for  Japan  are  also  u 
inspired.  Why  should  Japan,  as  he  urge 
"abandon  its  narcissistic,  insular  wa: 
and  strive  to  give  Americans  better  a 
cess  to  Japanese  markets?"  To  forests 
protectionism?  That's  a  key  reason 
pan  is  investing  so  rapidly  in  U.  S.-bas( 
production.  In  the  end,  Kearns  says,  p 
haps  the  U.  S.  should  scrap  its  antitru 
laws  and  adopt  the  zaibatsu  system. 

Kearns  writes  well,  if  a  bit  breathles 
ly  (the  Japanese  threat  is  alwaj 
"scary").  But  his  book  is  oddly  dated- 
much  of  his  auto  data  are  from  the  la 
1980s.  And  more  interviews  with  exper 
on  the  Japanese  system  would  have  ad 
ed  depth.  Still,  for  those  seeking  a  reaj 
able  summary  of  Japan's  global  inve^ 
ment  strategy,  Zaibatsu  does  the  job, 
BY  PAUL  MAGNUSSC 
Mngnussoh  reports  on  trade  ami  industri 
policij  from  Washington. 


EXICAN  QUALITY  AWARD  1991 


Quality: 

CYDSA's  Trademar 


CYDSA  was  founded  in  1945  as 
a  company  producing  artificial 
fibers.  Toda\-  it  is  a  corporation 
made  up  of  more  than  tw  enty 
companies,  and  has  diversified 
into  areas  of  packaging,  plastics, 
emicals  and  pollution  control. 

CYDSA  has  achieved  global 
competiti\eness  with  the  high 
quality  of  its  products,  and  now 
exports  to  markets  in  pAU-ope, 
the  Middle  and  Far  East, 
Oceania,  Africa,  the  Caribbean, 
and  ('entral  and  South  America. 

CYDSA  is  a  trademark  of 
world-class  qualitv  from 
Mexico. 

(  Y11S.-\\  Hcidqil.irti-ls  .lit  Vk.\Kk\  111  .\lniittn-t\, 
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LAST  YEAR,  6.8  MILLION  READERS 
HELD  ONE  THING  IN  COMMON. 


The  annual  Business  Week  1000  Bonus  Issue.  For  seven  years,  it's  been  the  most 
valuable  source  of  information  on  the  condition  of  America's  most  valuable 
companies.  Coming  in  April.  It's  sure  to  be  one  of  your  v/isest  investments  in  1  992. 

Closing  date:  March  2nd. 
For  more  information,  coll  Karl  Spangenberg,  Sr  VP/ Advertising  Sales  at  (21  2)  51  2-41  54. 
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IN  THE  CAR  BUSINi 

OR  GET  oil 


THE  1992  DODGE  VIPER 


THE  LINE  FORMS  HEREi  ^^^^^  i^t^^^odge  viper,  the JtrstoJ  19  totallym 
cars  that  will  come  from  the  Chrysler  Corporation  in  the  next  jour  years.  This  spring,  there  will  hi 
new  Jeep  Grand  Cherokee.  And  this  jail,  a  new  line  ojjamily  sedans  that  will  dejine  the  way  cars  ^| 
built  into  the  next  century.  They  will  be  built  by  what  is  rapidly  becoming  the  newest  car  company  i 
America.  A  company  that  has  been  totally  restructured.  Organized  into  jour  streamlined  platjor\ 
teams:  large  car,  small  car,  minivan  and  truck.  Each  team  has  complete  responsibility  jor  a  vehicl 

i 

jrom  the  time  designers  make  their  jirst  sketches  until  it  ends  up  in  your  garage.  It's  an  organizatii 


has  made  a  heavy  investment  in  new  Jacihties.  Everything  from  a  one  billion- dollar  envy  of  auto- 
ve  technology  in  Auburn  Hills,  Michigan  to  two  of  the  most  modern  assembly  plants  in  the  world, 
'sler  is  a  company  poised  to  take  itself-and  perhaps  the  rest  of  the  American  automobile 
'itry  -  through  the  nineties  and  beyond.  By  building  cars  that  will  compete  with  anything  the  world 
0  offer.  This  is  a  heady  promise.  You  are  cordially  invited  to  stay  around  and  watch  us  deliver  on  it. 
e  years  ahead,  we  don't  plan  to  follow.  And  we  sure  won't  have  to  get  out  of  the  way.  That  means 

I's  only  one  alternative  left.  ADVANTAGE : CHRYSLER 

CHRYSLER      PLYMOUTH      DODGE      DODGE    TRUCKS      JEEP.  EAGLE 


conomic  Viewpoint 


THE  PROBLEM  IS  NOT  WHAT  CEOs  GET 
—IT'S  GETTING  THEM  TO  GO 


BY  GARY  S.  BECKER 


Fixed  terms  might 
not  be  a  surefire 
remedy  for  bad 
management,  but 
they  would  mean 
regular,  systematic 
reviews  of 
performance  that 
would  help  expose 
incompetence 


GARY  S  BECKER  IS  UNIVERSITY 
PROFESSOR  OF  ECONOMICS 
AND  SOCIOLOGY  AT  THE 
UNIVERSITY  OF  CHICAGO 


The  recession  and  President  Busli's  trip  to 
Japan  with  a  cohort  of  highly  paid  CEOs 
focused  the  attention  of  both  sides  of 
the  Pacific  on  huge  executive  paychecl^s.  Al- 
though some  business  leaders  are  surely  over- 
paid, I  believe  pay  is  a  red  herring.  The  main 
prol)lem  with  corporate  leadership— and  hence 
competitiveness— is  the  difficulty  in  getting 
rid  of  CEOs  who  run  their  businesses  badly. 
The  best  way  to  do  that  would  be  to  give 
them  fixed-term  contracts. 

Chief  executives  who  perform  poorly  are 
hard  to  replace  because  they  usually  have  in- 
definite tenure,  subject  only  to  the  board  of  di- 
rectors or  the  grim  reaper.  But  CEOs  control 
most  board  appointments  and  thus  are  pro- 
tected against  removal.  Management's  slate 
is  unopposed  in  more  than  99%  of  elections  to 
boards  of  directors,  and  even  in  the  small  re- 
mainder of  cases,  management  prevails  over 
the  opposition  75%  of  the  time.  The  upshot  is 
that,  barring  a  takeover  by  another  company, 
top  management  seldom  is  fired,  even  when 
the  company  does  badly. 

Legislators,  governors,  college  deans,  coach- 
es of  college  and  professional  sports  teams, 
and  others  make  do  with  term  appointments. 
It  might  be  a  good  idea  for  college  profes- 
sors, too.  And  it  would  be  better  to  replace 
the  tenure  of  chief  executives  by  a  fixed-term 
contract,  perhaps  three  to  five  years,  which 
could  be  renewed.  Rnor  to  renewal,  the  board 
would  evaluate  performance— preferably  with 
the  help  of  outside  consultants— and  report 
its  conclusions  and  some  of  their  analyses  to 
the  shareholders. 

The  short-term  contract  wouldn't  be  a  sure- 
fire remedy  for  bad  management,  since  the 
CEO  would  continue  to  exercise  much  control 
over  the  board.  Still,  it  would  involve  a  sys- 
tematic, regular  review  of  performance  that 
would  help  expose  evidence  of  incompetent 
management  to  stockholders  and  workers. 
HEAL  THYSELF.  I  am  not  advocating  that  fixed 
terms  l)e  imposed  by  the  Securities  &  Ex- 
change Commission  or  an  act  of  Congress: 
There  is  already  too  much  federal  regulation  of 
corporate  governance.  Rather,  I  would  like  to 
see  corporate  boards  take  the  initiative  in 
providing  fixed  terms  for  CEOs,  possibly  in 
response  to  stockholder  and  public  pressure. 
The  performance  of  these  companies  could 
then  be  studied  to  determine  whether  term 
appointments  really  are  a  good  idea. 

Critics  complain  that  executive  pay  usually 
does  not  fall  much  when  a  company's  profits 
and  stock  plummet.  But  even  though  a  hefty 
pay  cut  for  top  executives  of  a  loss-making 
company  might  make  shareholders  happy  and 
might  improve  the  morale  of  employees  who 


suffer  losses  in  pay  and  jobs,  it  would  lo 
have  much  direct  effect  on  profits,  since  ■ 
ecutive  pay  usually  is  a  minute  frari  id 
total  costs.  And  tying  compensation  ii; 
closely  to  performance  would  not  mai:,i( 
cause  an  executive  to  make  better  decisidii 
is  possible,  however,  that  linking  pay  vI^m 
performance    would     attract    more  ■ 
trepreneurial  executives  to  corporations. 

The  proposal  by  Governor  Bill  Clint  m 
Arkansas  and  some  members  of  CongiTsi 
penalize  a  company  that  pays  top  execiil 
more  than  a  specified  multiple  of  the  r 
ings  of  the  average  worker  would  be  an 
warranted  intervention  into  the  market, 
issue  it  turns  on— the  relationship  betw^ 
executive  and  average  pay— strikes  a  iit!|ii 
note  but  isn't  particularly  important.  Tlie  ^. 
is  true  of  the  recent  recommendation  byi 
SEC  that  companies  allow  stockholders  to  \| 
on  executive  compensation,  though  their  v(e 
would  not  be  binding. 

A  study  by  economist  Steven  N.  Kapia 
the  University  of  Chicago  of  top  executiwi 
large  Japanese  and  U.  S.  companies  indicij 
that  the  heads  of  Japanese  companies  ai)i:a 
to  earn  much  less,  yet  their  compensatioii 
no  more  sensitive  to  performance  than  is  v 
pay  of  American  leaders.  But  Japanese  (  ) 
typically  serve  for  only  (■>  years,  coinpa' 
with  almost  10  for  Americans.  This  is  bcca- 
Japanese  executives  are  older  when  the.\  n 
the  top,  and  they  are  more  likely  to  be  lur 
out  liy  {)0()r  stock  performance  and  low  proi 
LEADEN  PARACHUTES.  It  is  far  more  commoiii 
the  U.  S.  than  elsewhere  to  replace  top  im 
agement  thi'ough  friendly  or  hostile  takeovis 
Obviously,  takeover  battles  are  an  unecomi 
ic  way  to  replace  bad  management.  A  mi  i 
criticized  but  more  economic  method  ot  is 
lodging  a  CEO  is  to  convert  an  unfrien; 
takeover  into  a  cheaper  friendly  one  throii 
golden  parachutes:  liberal  severance  pay  s 
top  executives  who  are  forced  out. 

It  may  be  unfair  to  reward  a  bad  CEd  w! 
a  multimillion-dollar  payoff.  Yet  under  j)resi 
conditions,  that's  often  the  cheapest,  iiui{ 
est,  and  most  effective  way  to  get  rid  of  h 
and  replace  deeply  entrenched  managemt 
without  a  bruising  fight.  Clearly,  fixed-term  J 
pointments  would  make  it  easier  to  oust  i 
competent  CEOs  more  rapidly  without  takeo-i 
battles  and  golden  parachutes. 

Only  bad  leaders  fail  to  cut  their  ow  n  i\ 
when  workers  and  stockholders  are  asked  ( 
sacrifice.  But  the  poor  performance  of  a  (" 
poration  has  less  to  do  with  executive  j} 
than  with  the  old  problem  of  how  to  makii 
change  at  the  top  when  leaders  do  not  p" 
form  well. 
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Nightmare  Scenario  #2 


THE  RUNAWAY 
CASH  SUCKER. 

"Why  didn't  someone  tell  me  this  @$!?& 
network  would  cost  so  much?" 


A lot  of  executives  go  pale 
when  they  see  how  much 
their  computer  networks  are 
really  costing  them. 

"What's  with  all  this  new  pay- 
roll?" they  ask.  *i  thought  this  thing 
was  going  to  save  us  money." 

Too  late.  They're  strapped  to  a 
runaway  cash  sucker  and  heading 
downhill  fast. 

The  fact  is,  the  real  economics  of 
running  a  computer  network  are 
never  even  mentioned  by  the  peo- 
ple trying  to  sell  you  one. 

And  not  knowing  can  cost 
you  plenty. 

Researcli  proves  Banyan 
more  cost-effective  tlian 
Noveil,  IBM,  DEC  and 
Microsoft. 

Which  brings  us  to  the  research 
report  offered  free  on  this  page. 

It  was  compiled  by  the  Business 
Research  Group,  and  shows  how 

Time  Required  To 
Add  A  Network-Wide  Sen/ice 


60    80    100  120    140  160 
Minutes 


Business  Research  Group/Newton.  MA  bc16D 

For  sheer  cost-ejfectiveness. 
Banyan  surpasses  everyone. 


Banyan,  Novell,  IBM,  DEC,  and 
Microsoft  stack  up  against  each 
other  in  cost  of  operation. 

What  BRG  did  was  to  interview 
the  day-to-day  LAN  managers  at 
180  different  organizations  about 
the  length  of  time  required  to  exe- 
cute 1 1  typical  network  functions. 


Send  for  this  impartial  sun'ey 
of  network  cost-efficiency.  It's  full 
of  hard,  actionable  data. 

Banyan  won  in  all  1 1  categories. 
Often  by  astounding  margins. 

Whatever  the  job,  administrators 
of  Banyan  VINES  networks  were 
able  to  do  them  faster. 

And  faster  translates  into  smaller 
staffs  and  lower  cash  outlays. 

Banyan  won  across  the  board 
because  our  unique  integrated 
architecture  greatly  simplifies 
administration.  With  Banyan 
VINES,  cost-efficiency  is  built  in 
from  the  beginning. 


Computer  networks  are  rapidly 
becoming  indispensable  to  busi- 
ness. So  understanding  the  true  cost 
of  networking  is  now  critical. 

The  BRG  report  is  a  good  place 
to  start.  This  is  a  real-world  report 
based  on  the  testimony  of  actual 
network  managers. 

Banyan  is  the  world  leader  in 
simplifying  the  use  and  manage- 
ment of  networks — and  we  can 
show  you  why. 

For  your  free  copy 
of  the  BRG  report, 
call  1-800-828-2404. 

I  1 

Please  send  this  coupon  to:  BANYAN, 
120  Flanders  Road,  Westboro,  MA  01581 
1-800-828-2404. 


il  li 

BANYAN' 

Networking.  Without  Limits.' 


Economic  Trends 


BY  GENE  KORETZ 


WILL  SLUMPS  OVERSEAS 

DRAG  DOWN 

A  U.S.  RECOVERY? 

To  the  gratification  of  economic  ob- 
servers who  have  l)een  trumpeting 
the  growing  competitiveness  of  U.  S. 
products  in  world  markets,  the  most  dy- 
namic sector  of  the  economy  in  the  re- 
cessionary cHmate  of  the  past  18  months 
has  been  merchandise  exports.  Despite 
relatively  weak  economic  growth  over- 
seas, U.  S.  companies  managed  to  rack 
up  a  10%  rise  in  real  exports  in  1991. 

Whether  that  performance  can  con- 
tinue, however,  is  the  question  haunting 
the  Bush  Administration.  While  exports 
helped  limit  the  severity  of  the  reces- 
sion, they  could  well  prove  to  be  the 
Achilles'  heel  of  the  economy  in  the 
months  ahead.  "Without  continuing 


U.S.  EXPORT  ORDERS 
ARE  LOSING  STEAM 


JAN.  '91  JAN.  '92 

A  PERCENT 

•PERCENT  Of  EXPORTERS  REPORTING  HIGHER  ORDERS  MINUS 
PERCENT  REPORTING  LOWER  ORDERS,  NOT  SEASONALLY  ADJUSTED 

DATA:  NATIONAL  ASSOCIATION  OF  PURCHASING  MANAGEMENT 


stren,gth  in  exports,"  says  economist 
Sam  Nakagama  of  Nakagama  &  Wallace 
Inc.,  "the  comin.g  recovery  will  be  ane- 
mic at  l>est." 

One  development  clouding  the  out- 
look for  U.S.  exports  is  an  apparent  de- 
terioration in  export  demand.  Economist 
Maury  N.  Harris  of  PaineWebber  Inc. 
points  out  that  export  order  growth,  as 
measured  by  order  trends  reported  in 
the  monthly  survey  of  the  National  As- 
sociation of  Pui'chasing  Management,  re- 
cently hit  its  lowest  two-month  level  in 
sevei'al  yeai's. 

Meanwhile,  foreign  economies  are 
slowing.  Canada's  economy  has  appar- 
ently slipped  back  into  recession,  while 
Britain's  is  still  mired  in  a  downturn, 
and  Germany  has  just  announced  its 
third  consecutive  cjuarterly  decline  in 
GNP.  Even  Japan  has  posted  less  than 
2%  growth  over  the  past  half  year. 


The  slowdown  is  being  exacerbated 
by  a  hard-nosed  attitude  by  central 
l)anks  overseas.  Nakagama  points  out 
that  recent  high  wage  settlements  in 
Ciermany's  steel  industry  seem  to  have 
strengthened  the  Bundesbank's  resolve 
to  short-circuit  a  wage-price  spiral.  Sim- 
ilarly, monetary  restraint  by  Japanese 
authorities  seeking  to  quell  excessive 
inflation  in  land  and  property  values  has 
already  pushed  housing  starts,  industri- 
al production,  and  corporate  capital 
spending  plans  into  steep  declines,  mak- 
ing it  "extremely  likely"  that  Japan  will 
undergo  at  least  one  cjuarter  of  shrink- 
age, says  Nakagama. 

Because  of  Germany's  critical  role  in 
Europe,  and  Japan's  in  the  Pacific  Rim, 
Nakagama  thinks  their  economic  woes 
will  inevitably  affect  their  neighbors, 
undercutting  America's  export  perfor- 
mance even  more.  And  economist 
Richard  F.  Hokenson  of  Donaldson, 
Lufkin  &  Jenrette  Securities  Corp.  notes 
that  the  1991  surge  in  exports  reflected 
orders  placed  in  the  last  half  of  1990, 
when  the  dollar  was  weak  and  overseas 
economies  were  still  relatively  strong. 
By  contrast,  the  current  strength  of  the 
dollar,  he  says,  "will  reinforce  the  in- 
hil)iting  effect  of  gi"owing  economic  slug- 
gishness overseas  on  export  demand." 

"Exports,"  warns  PaineWebber's  Har- 
ris, "are  the  wild  card  in  the  economic 
outlook.  If  they  actually  decline,  the  re- 
covery could  rim  out  of  steam  again." 


BAD  DATA  CAN  LEAD 
TO  BAD  FORECASTS— 
AND  GRIM  RESULTS 

The  welter  of  economic  statistics  that 
emanate  from  Washington  each 
month  provide  vital  information  to  busi- 
ness and  the  public.  But  because  many 
such  initial  reports  are  based  on  incom- 
plete data  and  subject  to  heavy  revi- 
sion, they  inevitably  entail  a  risk  that 
economic  decisions  will  be  based  on 
faulty  information.  And  if  a  protracted 
series  of  reports  are  biased  in  one  di- 
rection, the  impact  on  the  economy  could 
be  substantial. 

That,  in  fact,  is  exactly  what  seems  to 
have  occuri'ed  in  the  period  prior  to  the 
start  of  the  current  recession,  accord- 
ing to  economists  Michael  Waldman  of 
Cornell  University  and  Seonghwan  Oh  of 
the  University  of  California  at  Los  An- 
geles. The  two  researchers  examined 
the  impact  of  a  string  of  eight  erroneous 
leading  indicator  reports,  starting  in  Jan- 
uary, 1989,  that  proved  to  be  too  low 
after  final  revisions  were  in. 

Waldman  and  Oh  found  that  these  re- 
ports had  a  significant  effect  on  the 


views  of  economic  forecasters,  accouf- 
ing  for  a  quarter  of  the  shifts  in  thb- 
monthly  forecasts.  More  important,  thr 
econometric  model  shows  that  the  |v 
ports  had  a  substantial  impact  on 
level  of  manufacturing  output  two 
four  quarters  after  they  were  issued 
Specifically,  the  economists  estim 
that  factory  output  in  the  third  qu 
ter  of  1990,  when  the  current  recess 
began,  was  some  $10  bilHon  lower  tl 
it  would  have  been  if  the  reports  issi 
in  1989  had  been  accurate.  "Althoi 
the  damage  to  economic  perceptic 
caused  by  faulty  initial  reports  may  i 
have  been  enough  to  tip  the  econoi 
into  recession,"  says  Waldman,  "it  cle 
ly  worsened  the  downturn." 


WHERE  THE  HOUSING 
TAX  CREDIT  MAY  REALL 
SHORE  THINGS  UP 

President  Bush's  proposed  $5,000  t 
credit  for  fii'st-time  homebuyci"^ - 
likely  to  be  most  welcome  in  the  Soi, 
and  Midwest,  says  economist  David  . 
Resler  of  Nomura  Securities  Interi' 
tional  Inc.  That's  because  home  priti 
and  incomes  are  a  lot  lower  in  those  i 
gions  than  in  the  Northeast  and  Wes 
Resler  estimates,  for  example,  th 
the  $5,000  credit  would  be  equal  to  ne; 
ly  40%  of  the  required  downpayment 
an  average-priced  home  bought  by 
typical  first-time  buyer  in  the  Midwesi 
as  compared  to  20%  of  the  requir 
downpayment  of  a  starter  home  in  t 
West.  And  for  the  Midwestern  fam: 
whose  income  is  just  high  enough 
buy  a  starter  home,  the  $2,.500  cre( 
(the  part  available  in  1992)  would  cov 
more  than  200%  of  its  federal  tax  lial 
ity,  with  such  credits  permitted  to 
carried  forward  for  several  years. 


BUSH'S  BUDGET  COULD 
DELIVER  A  SHARP 
JOLT  TO  GROWTH 

How  much  fiscal  stimulus  is  there 
this  year's  federal  Ijudget?  Econom 
Edward  S.  Hyman  of  International  Str; 
egy  &  Investment  Group  Inc.  says  th 
the  Office  of  Management  &  Budget 
projecting  a  12%  rise  in  spending  (n 
counting  outlays  for  the  thrift  i)ailou1 
Assuming  real  spending  grows  by  8' 
Hyman  figures  that's  enough  to  lift  gro 
domestic  product  by  2%  all  by  itse 
"Add  tax  cuts,  faster  money  growt 
lean  inventories,  and  some  nice  sprii 
weather,  and  we  could  see  a  strongc 
pickup  than  expected,"  he  says. 
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To  stay  ahead  in  business, 
you've  got  to  tliink  ahead . 
You  need  Sharp  Thinking. 
Sharp  Thinking  created  the 
world's  first  desktop  color  fax. 
And  made  Sharp  #1  in  fax. 

It  brought  you  the  incredible 
PC-6881 full-color  notebook 
computer  that  builds  in 
tomorrow's  technology  today. 

It  led  to  advanced  copiers 
like  the  award-winning,  high 
volume  Master  Series. 


volume  iviasieroeiicj*. 

And  our  most  powerful 
Wizard®  Electronic  Organizer. 

That's  Sharp  Thinking.  It's 
behind  all  our  products.  And 
behind  the  Sharp  National 
Account  Program  (SNAP)  that 

offers  large-volume  accounts 
total  service  and  support. 

So  shouldn't  your  business 
be  thinking  Sharp? 

For  more  information  call: 


FROM  SHARP  ^^'NO? 
COME  SHARP  PRODUCTS 


COPIERS  •FACSIMILE -LASER  PRINTERS 


INTERNATIONAL 


CLEARINGHOUSE 

A  service  of  the 
American  Productivity  &  Quality  Center 


present 


WEEK  '92 


A  tull  week  ot  training  and  conferciK 
sessions  to  iic  lp  you  achieve 
breaktliroiigh  impro\ements  through 
benchmarking. 

VC  hether  \()u're  just  beginning  or  have 
extensive  benchmarking  experience, 
this  w  eek  has  something  for  you. 


International  Benchmarking 
Clearinghouse  Founders: 

AT&T 

Browning  Ferris  Industries 
Hewlett  Packard  Company 
Honeywell  Inc. 
IBM  Corporation 

May  4-8, 1992 

Dallas,  Texas 
Loew's  Anatole 

Monday,  May  4-Tuesday  May  5: 

I Vainii  1J4  liviiLbnuirL'i))}j,  for  /k'^iHuers 
Training:  .applying  Advanced 
Benchmarking  Tools 

(Tiiese  rv\()  session.s  will  run  concurrenily.) 
Regis/ration  fees 
SS95  IHC  .\PQC  Members 
<h''j^  \i  )rimcniber'~ 

Wednesday,  May  6-Thursday,  May  7: 

C(  jnfcrenc  e;  Be>ich»iarkin<^  Brecikthrui/ghs  in 

Qiialily  and  Cotn/ielilii  eness 

Registralion  fees: 

S850  IBC/AI^QC  .Members 

SIOSO  Nonmembers 

Friday,  May  8 

1  rai  11 1 1     ( jrj^i mizing  and .\kinaging 
Benchmarking 

RegL'ilrat  ion  fees 
S39s  IBC;  .XJ'QC  .Members 
N(  )nmembers 

Special  Package  for  Entire  Week 

Int  lucle^  training  anti  ronlereiue 
RegL<tral ion  fees: 
S1600  IBC;  .M^QC  Members 
S2000  Nonmembers 

}"()r  complete  information  or  to  register, 
call  or  write:  .\merican  Productivity  & 
Quality  Center.  Benclimarking: 
Breakthroughs  in  Qualitx'  and 
Competitixeness,  123  Nonh  Post  Oak 
Lane,  Houston,  TX  77024,  ^13/685-4628. 


K  you  can  only  attend  one 
business  event  this  year, 
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HE  BOND  MARKET  IS 

URNING  INTO  THE  VILLAIN  OF  THE  PIECE 


ISING  lONG  RATES 
Kl  DEIAY  RECOVERY 
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rhe  1992  recovery  has  made  an  enemy:  the  bond 
market.  Even  the  slightest  hint  of  a  rebound  sends 
traders  into  a  selling  frenzy  that  pushes  up  long- 
m  interest  rates.  As  a  result,  long  rates  have  surged 
:k  toward  levels  that  are  putting  a  choke  hold  on  an 
nomy  that's  struggling  to  get  back  on  its  feet, 
jower  long  rates  are  the  heart  of  the  recovery  mecha- 
m.  They  give  life  to  the  upturns  in  housing  and  relat- 
industries,  and  they  are  critical  to  consumers  and 
dnesses  that  need  to  refinance  heavy  debts  and  thus 
.  themselves  into  better  shape  to  spend.  But  by  mid- 
oruary,  the  rate  on  30-year  Treasury  bonds  had  risen 
•k  to  where  it  was  in  November  (chart). 

The  bond  market's  hostilities 
were  evident  when  it  reacted  to 
only  a  moderate  gain  in  January 
retail  sales  as  if  the  numbers 
were  ushering  in  a  consumer- 
led  boom.  The  market  ignored 
the  downbeat  implications  for 
jobs  and  incomes  contained  in 
the  January  employment  report, 
the  plunge  in  industrial  output, 
and  the  absence  of  inflationary 
pressures  implied  by  falling  pro- 
cer  prices  and  a  slim  gain  in  consumer  prices. 
The  bond  market  is  pushing  rates  up  mainly  out  of 
ir  that  an  economic  recovery  will  coincide  with  what 
omises  to  be  the  largest  Treasury-financing  needs 
er.  In  addition  to  the  credit  demands  of  a  growing 
anomy,  a  $400  billion  federal  deficit  would  mean  that 
i  government  would  be  in  the  credit  markets  during 
3  third  quarter  to  borrow  a  staggering  $3  billion  a  day. 
id  Congress  hasn't  had  its  say  on  the  1993  budget. 

K)R  BANKS,  The  Federal  Reserve  didn't  help  matters 
I  BOOST  on  Feb.  18,  when  it  cut  the  reserve  re- 
IVORTH  quirement  on  bank  deposits  from  12%  to 
MILLIONS  10%,  effective  on  Apr.  2.  The  move  is  a 
)derate  easing  of  monetary  policy,  and  it  further 
ooked  the  bond  market  by  raising  fears  that  the  recov- 
y  could  be  stronger  than  expected  and  fuel  inflation. 
The  Fed's  action  boosts  banks'  profitability  by  freeing 
me  $9  billion  in  reserves  that  now  can  be  invested  in 
curities  or  used  to  make  new  loans.  And  down  the 
ad,  new  lending  will  help  the  economy. 
For  now,  though,  the  Fed's  move  looks  more  political 
an  tactical,  since  it  came  the  day  before  Chairman 
an  Greenspan  went  to  Capitol  Hill  to  deliver  his  semi- 
nual  defense  of  monetary  policy.  The  cut  in  the  re- 


serve requirement  helped  Greenspan  dodge  political 
pressure  without  cutting  short-term  interest  rates.  In 
fact,  the  move  seems  to  underscore  the  Fed's  recent 
aversion  to  further  rate  cuts.  The  Fed  seems  to  be 
betting  that  past  cuts  are  enough  to  spark  an  upturn. 

Indeed,  in  his  Feb.  19  testimony,  Greenspan  reiterated 
his  belief  that  a  "moderate"  recovery  would  begin  in  the 
second  quarter.  For  1992,  the  Fed  expects  real  gross 
domestic  product  to  grow  between  1.75%  and  2.5%. 

The  chairman  sounded  especially  upbeat  on  inflation. 
The  Fed  projects  consumer  prices  will  rise  between  3% 
and  3.5%  this  year,  and  Greenspan  expressed  optimism 
for  further  improvement  in  1993  and  beyond  "even  as 
the  economy  expands."  The  chairman's  comments 
seemed  to  be  aimed  at  calming  the  jittery  bond  market. 

To  be  sure,  higher  rates  are  a 
direct  threat  to  the  housing  re- 
covery, which  is  much  more 
muted  than  January's  5.5%  in- 
crease in  housing  starts,  to  1.17 
million,  suggests.  A  big  in- 
crease in  starts  of  apartment 
buildings  in  the  Midwest  ac- 
counted for  much  of  that  gain. 
Starts  in  the  much  larger  sin- 
gle-family sector  rose  only  0.9%. 
If  mortgage  rates  rise  above 
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9%',  the  longevity  of  this  already  modest  housing  upturn 
will  be  at  risk. 

Not  even  the  impressive  improvement  in  inflation  has 
swayed  the  bond  bears.  Producer  prices  of  finished 
goods  fell  0.3%  in  January,  the  second  consecutive  de- 
cline, and  consumer  prices  rose  a  scant  0.1%.  During  the 
past  year,  inflation  at  the  consumer  level  has  fallen  to 
2.6%',  from  5.6%  a  year  ago,  largely  because  of  falling 
energy  prices.  Even  excluding  energy  and  food,  howev- 
er, the  core  rate  has  dipped  from  5.6%  to  3.9%,  the  lowest 
in  nearly  five  years  (chart). 

I CONSUMERS  If  the  bond  market  is  hypersensitive  to  a 
DUST  Off  recovery,  it  is  at  least  focusing  its  atten- 
THEIR  tion  in  the  right  place.  It  knows  that  con- 

WALLETS  sumers  have  to  lead  the  upturn.  A  few 
household  fundamentals  have  stabilized,  but  the  neces- 
sary improvement  in  those  supports  still  is  lacking. 

Some  glimmerings:  The  University  of  Michigan's  index 
of  consumer  sentiment  edged  up  in  early  February.  And 
new  filings  for  jobless  benefits  have  plateaued,  suggest- 
ing that  the  labor  markets  have  stopped  deteriorating. 
With  those  signs,  bond  traders  latched  onto  the  latest 
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retail  data  as  evidence  of  the  recovery's  arrival.  Retail 
sales  rose  O.Q7o  in  January,  and  revisions  showed  that 
November  and  December  weren't  as  disastrous  as  first 
measured  (chart).  January  sales  at  department  and  build- 
ing-materials stores  were  especially  strong. 

Consumers  started  February  on  a  stronger  note,  as 
well.  New  domestic-made  cars  sold  at  a  good,  though  not 
spectacular,  6.4  million  annual  rate  in  early  February. 
That's  up  from  .5.9  million  for  all  of  Januaiy. 

LOWER  The  problem  is  that  rising  interest  rates 

MORTGAGE     and  no  growth  in  jobs  or  incomes  may 
COSTS  HEIP    knock  consumers  out  of  the  box.  Indeed, 
SPENDING      jQ^g  shrank  by  91,000  in  January,  and 
weekly  pay  fell  a  sharp  0.77f.  So  where  did  consumers 
get  the  money  for  their  January  shopping  spree? 

The  answer  seems  to  be  from  mortgage  refinancings. 
Applications  for  refinancings  soared  in  January,  as  the 
mortgage  rates  dipped  to  nearly  8%.  That  liberated  cash 
for  many  homeowners.  Some  of  the  money  repaid  old 
debts,  but  the  rest  was  probably  spent. 

The  danger  now  is  that  the 
bond  market  has  closed  the  win- 
dow of  opportunity  for  consum- 
ers to  lower  their  mortgage 
payments.  The  average  30-year 
mortgage  rate  has  ticked  up  by 
half  a  percentage  point  in  five 
weeks,  to  8.8';^  by  Feb.  14.  Not 
surprisingly,  applications  for  re- 
financings fell  sharply  in  the  fi- 
nal week  of  January  and  the 
first  week  of  February. 
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That  means  shopping  malls  that  were  crowded  in  Jan- 
uary could  be  emptier  in  later  months.  As  it  is,  even  with 
the  increase  in  January,  retail  sales  started  the  first 
quarter  only  about  even  with  their  average  in  the  fourth 
quarter,  after  adjusting  for  inflation.  The  prognosis:  La- 


bor markets  will  have  to  improve,  or  consumers  wi 
have  the  additional  income  to  boost  spending. 

That's  why  the  double  dip  in  manufacturing  dims 
outlook.  Industrial  output  plunged  0.9' '  in  January,  a 
cuts  in  November  and  December  (chart).  Operating  n 
for  all  industry  fell  from  78.8%  in  December  to  78'? 
January — the  lowest  rate  in  IV2  years.  Output  cuts 
mothballed  equipment  mean  workers  will  not  be  adc 

Factory  output  fell  1%  in  January,  led  by  a  dizzy 
8.2%  drop  in  auto  production.  But  even  outside  the 
industry,  production  was  down  0.6%.  The  defense  inc 
try  was  a  big  loser,  but  there  also  were  declines 
industrial  machinery,  oil  and  gas  equipment,  and  mat 
als.  That  reflects  the  sluggishness  in  new  orders,  ;  c 
inventory  troubles,  especially  at  retailers. 

Business  inventories  rose  by 
0.4%  in  December,  but  factory 
stockpiles  shrank  by  0.5%,  the 
10th  drawdown  in  a  year.  Re- 
tailers, however,  saw  inven- 
tories balloon  by  a  large  1.2%  , 
their  sixth  consecutive  increase. 

Excluding  autos,  retail  stock 
levels  are  up  for  nine  months  in 
a  row,  with  a  big  buildup  in 
nondurable  goods.  Even  with 
the  upward  revisions  to  yearend 


A  DOUBLE  DIP  FO 
INDUSTRIAL  OUTPI 

111  I  

"        PRODUaiON  IN 
MANUFAGURING, 
i  MINING,  AND  UTILITIES 


IDS 

JULY  '90 
▲  INDEX  1987=100 

DATA:  FEDERAL  RESERVE 


JAN. '9 


retail  sales,  the  ratio  of  nonauto  inventories  to  sales  is 
its  highest  level  in  the  19  years  of  record-keeping. 

Until  these  excess  goods  are  sold,  retailers  won't  or 
many  new  products.  That  means  factories  will  have  li' 
reason  to  gear  up  assembly  lines — or  hire  new  works 

The  new  twist  in  the  outlook  is  that  the  jump  i 
interest  rates  hampers  consumers'  efforts  to  clean 
their  finances.  That  could  hurt  spending  and  keep  re 
inventories  excessively  high.  The  economy  is  in  a  cat 
22:  The  bond  market,  which  thinks  a  recovery  is  buddi: 
may  in  fact  be  killing  off  the  upturn  at  its  roots. 


FEDERAL  BUDGET 


Moiiddi/,  Feb.  2k,  2  p.m. 
The  federal  government  probably  had  a 
$12  billion  deficit  in  January,  say  econo- 
mi.sts  surveyed  by  McGraw-Hill  Inc.'s 
MMS  International.  The  deficit  would  be 
a  swing  away  from  the  .$1.7  billion  sur- 
plus posted  in  January,  1991.  Higher 
government  outlays  contributed  to  the 
deficit  this  January.  The  government  is 
already  .$8li  billion  in  the  red  for  the  first 
quarter  of  iiscal  1992  and  is  expected  to 
post  a  .$400  billion  deficit  for  all  of  1992. 

CONSUMER  CONFIDENCE  

Tuesday,  Feb.  25,  10  a.m. 
The  Conference  Board's  index  of  con- 
sumer confidence  likely  rose  slightly  in 


February,  to  a  reading  of  about  52,  up 
from  an  extremely  low  50.4  in  January. 
That's  suggested  by  the  small  rise  in  the 
index  of  consumer  sentiment  reported 
for  early  February  by  the  University  of 
Michigan.  Still,  both  indexes  continue  to 
indicate  that  consumers  are  not  upbeat 
about  the  economy. 

DURABLE  GOODS  ORDERS  

Wednesday,  Feb.  26,  8:30  a.m. 
MMS  economists  expect  that  new  orders 
taken  by  durable-goods  producers  proba- 
bly rose  by  just  0.57'  in  January.  That 
would  hardly  reverse  the  5.2%  plunge 
that  orders  took  in  December.  The  small 
gain  is  suggested  by  the  steep  1.3%  drop 
in  durable-goods  output  in  January.  The 
expected  mild  rebound  in  new  demand 


means  that  unfilled  orders  \\k\] 
dropped  in  January,  after  falling  0.571 
December.  j 

GROSS  DOMESTIC  PRODUCT  (REVISED  1 


Friday,  Feb.  28,  8:30  a.  m. 
The  Commerce  Dept.'s  second  look 
the  fourth-quarter  gross  domestic  prL 
uct  will  jjrobably  show  that  the  econo 
grew  at  an  annual  rate  of  0.57,  on 
minor  increase  from  the  paltry  0.37  \ 
originally  reported.  An  upward  revis 
in  consumer  spending  and  inventory 
cumulation  will  slightly  offset  a  dete 
ration  in  the  foreign  sector.  The 
consensus  also  expects  no  change  in 
gross  domestic  product  price  deflat 
which  shows  that  prices  rose  at  an  an 
al  rate  of  1.77"  in  the  fourth  quarter 


IV 
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RED  ALERT  AT 
THE  WHITE  HOUSE 

'NO  MORE  KINDER,  GENTLER  STUFF.  THIS  IS  A  SERIOUS  MATTER' 


At  first,  he  was  dismissed  as  little 
more  than  a  malcontent,  a  politi- 
cal "ankle-biter,"  in  the  wither- 
ing view  of  White  House  topsiders.  But 
as  conservative  challenger  Patrick  J.  Bu- 
chanan rolled  up  a  surprising  37'/?  of  the 
Republican  vote  in  the  Feb.  18  New 
Hampshire  primary.  White  House  com- 
placency gave  way  to  shock.  The  morn- 
ing after  New  Hanijjshire's  angry  ver- 
dict, a  stunned  President 
Bush  nursed  deep  political 
wounds,  contemplated  the 
prospect  of  a  long  and  divi- 
sive fight  for  the  GOP  nomina- 
tion— and  had  to  wonder  how 
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much  he  had  left  behind  in  the  Granite 
State. 

Part  of  Bush — and  it  surely  isn't  his 
heart — remains  back  in  New  Hampshire, 
a  trophy  in  Buchanan's  inspired  10-week 
guerrilla  campaign.  By  accusing  the 
President  of  abandoning  conservative 
principles,  breaking  his  word  on  taxes, 
and  spending  more  time  worrying  about 
Moscow  than  Main  Street,  Buchanan 
tapped  into  two  powerful 
anti-Bush  currents:  discon- 
tent with  the  President's  eco- 
nomic stewardship  and  rising 
resistance  to  the  notion  that 
politics  is  best  left  to  profes- 


sional politicians.  "We  have  taken  tl 
measure  of  the  political  Establishment 
a  jubilant  Buchanan  declared.  "The  ba 
tie  of  New  Hampshire  is  over.  The  batt 
for  America  begins."  The  challengt 
moves  on  to  the  next  round  of  stai 
contests,  highlighted  by  primaries  . 
Maryland  and  Georgia  on  Mar.  3,  wit 
the  assurance  of  more  money,  more  m 
dia  time — and  more  respect  from  Whil 
House  strategists. 

Despite  Bush's  mugging  in  Ne' 
Hampshire,  financial  markets  shrugge 
off  the  President's  political  wounds.  An 
Democrats  weren't  about  to  call  in  the 
interior  decorators  just  yet  for  a  maki 


ir  of  1600  Pennsylvania  Ave.  For  one 
ng,  Democrats  have  their  own  intra- 
-ty  slugfest  to  endure  (page  28),  and 
!y  are  still  dogged  by  the  notion  that 
!y  lack  a  candidate  of  sufficient  stat- 

to  capitalize  on  Bush's  troubles.  For 
)ther,  political  pros  and  many  of  the 
3sident's  business  partisans  believe  he 
ains  the  strength  to  win  renomination 
d  mount  a  spirited  general-election 
Tipaign— although  the  nominating 
uggle  will  come  at  a 
[h  cost,  widen  the  rift 
tween  GOP  conserva- 
es  and  moderates, 
d  make  Bush  more 
Inerable  in  the  fall. 
MESSAGE.  The  pros 
ve  ample  reason  for 
t  counting  Bush  out. 
rst,  there's  the  frost- 
,e  factor.  New  Hamp- 
ire's  reputation  for 
pporting  political  in- 
rgents — voters  there 
,'re  equally  kind  to  a 
TOOcrat-bashing  Dem- 
rat  named  Paul  E. 
■ongas — makes  the 
ite's  political  culture 
lique.  Moreover,  New 
ampshire's  cratered 
onomy,  one  of  the 
.rdest-hit  in  the  na- 
m,  made  Bush's  eco- 
imic  mismanagement  the  prime  issue, 
ther  than  Buchanan's  often  incendiary 
3WS.  As  the  campaign  moves  to  other, 
3S  recession-blasted  venues,  the  Presi- 
'nt  figures  to  enjoy  better  luck  rallying 
spublicans.  Indeed,  .527'  of  Buchanan's 
ew  Hampshire  supporters  conceded 
at  they  view  their  champion  less  as 
'esidential  material  than  as  the  means 

send  a  wake-up  message  to  George 
ush. 

The  message,  safe  to  say,  arrived, 
ew  Hampshire  was  the  first  testing 
*ound  of  a  fledgling  Bush  campaign 
•ganization  still  struggling  to  get 
to  fighting  trim.  And  thus  far, 
ush's  vaunted  team  has  shown  all 
"  the  market-research  acumen  and 
imble  reflexes  of  Detroit's  Big 
hree  auto  makers. 
As  a  result,  the  President  made 
)me  costly  strategic  blunders.  His 
)ur  quickie  visits  into  the  state 
ere  hardly  a  match  for  Buchanan's 
itensive  stumping.  Top  Bush  politi- 
1  Robert  M.  Teeter  held  off  on 
)ugh  negative  TV  spots  that  could 
ave  damaged  Buchanan,  largely  for 
iar  of  widening  the  moderate-con- 
srvative  split  in  the  general  elec- 
on.  While  Bush  held  his  fire,  "we 
ad  Buchanan  kicking  the  hell  out  of 


us  for  weeks,"  laments  White  House  po- 
litical director  Ronald  C.  Kaufmann. 

Bush's  inept  handling  of  his  heavily 
hyped  State  of  the  Union  message  hard- 
ly helped  his  cause.  The  President  un- 
veiled his  modest  economic  recovery 
plan  to  widespread  yawns  in  New  Hamp- 
shire, and  comparisons  of  his  domestic 
vision  with  the  bold  leadership  of  the 
Persian  Gulf  war  sounded  like  a  stretch 
to  most  voters. 


To  make  matters  worse,  Bush  ap- 
peared terminally  indecisive  by  pulling 
back  from  his  own  middle-class  tax  cut 
on  the  eve  of  the  vote.  GOP  conserva- 
tives, furious  over  Bush's  earlier  retreat 
from  his  no-tax  pledge,  strafed  him  with 
new  TV  commercials  that  portrayed  the 
President  as  a  drifting  leader  with  no 
political  moorings. 

Buchanan's  surprising  showing 
"lances  a  boil  that  has  been  festering  in 
this  party  for  four  years,"  proclaims  Bu- 
chanan finance  director  L.  Brent  Bozell 
HI,  who  predicts  a  new  surge  of  cam- 
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paign  cash  for  his  man.  Indeed,  Buchan- 
an's ability  to  tap  conservative  mailing 
lists  has  been  impressive.  Far  from  be- 
ing outgunned  in  New  Hampshire,  he 
poured  $2  million  into  the  race  and  is 
due  soon  for  an  infusion  of  $1  million  in 
federal  matching  funds. 

Over  at  Bush  headquarters,  a  sobered 
campaign  crew  has  gone  on  red  alert.  In 
the  wake  of  the  debacle,  his  political 
team  will  close  ranks  and  work  much 
harder  to  mobilize 
grass-roots  support  for 
Bush's  imperiled  candi- 
ilacy.  In  addition,  the 
President  himself  will 
react  by  dropping  the 
studied  ambivalence  to- 
ward his  GOP  rival.  In 
coming  days,  look  for 
Bush  to  paint  Buchanan 
as  a  dangerous  fringe 
candidate  willing  to  lead 
America  back  to  a  dark, 
nativist  past.  "Get  some 
sleep,  Pat,"  croons  top 
Bush  aide  Charles  R. 
Black,  who  honed  his 
own  brand  of  political 
pugilism  with  the  likes 
of  Senator  Jesse  Helms 
(R-N.  C).  "You'll  need  it 
now."  Adds  GOP  activist 
William  J.  Bennett:  "No 
more  kinder,  gentler 
stuff.  This  is  a  serious  matter." 

Bush  will  come  out  fighting  in  Geor- 
gia and  elsewhere  in  Dixie.  In  1988, 
Bush's  strongest  political  bastion  was 
the  South,  a  region  noted  for  its  econom- 
ic optimism  and  strong  susceptibility  to 
patriotic  appeals.  This  time  around,  the 
President's  men  will  seek  to  use  Bush's 
able  direction  of  Operation  Desert  Storm 
to  drown  out  Buchanan's  cries  of  "mod- 
erate wimp." 

More  important,  the  Irish-Catholic  Bu- 
chanan's gut-punching  style  may  not 
translate  well  in  the  South.  "The  Presi- 
dent is  as  strong  in  the  South  as  he 
is  in  any  part  of  the  country,"  says 
Emory  University  political  .scientist 
Merle  Black.  "But  he  must  recon- 
struct the  coalition  of  conservatives 
and  swing  voters  that  gave  him  vic- 
tory four  years  ago." 
FIREBRAND.  Even  if  Buchanan  beats 
expectations  in  Dixie  and  goes  on  to 
do  respectably  well  in  some  big 
Northern  primaries.  Republican 
nominating  rules  don't  permit  the 
shenanigans  that  make  Democratic 
primaries  such  wonderful  spectator 
sports.  As  a  result,  Buchanan  may 
go  on  to  score  strong  gains  in  the 
popular  vote,  only  to  be  denied  the 
delegates  he  would  need  to  unseat 
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Bush.  That  won't  stop  the  conservative 
firebrand  from  being  a  force  at  the  Au- 
gust GOP  convention  in  Houston.  But 
from  the  standpoint  of  delegates,  Bu- 
chanan simply  has  little  chance  of 
matching  Bush's  support. 

The  President  also  has  time  on  his 
side.  Although  it's  scant  comfort  to 
Bush  now,  odds  are  strong  that  a  gradu- 
ally healing  economy  will  lessen  the 
sting  of  Buchanan's  economic  broad- 
sides. Bush  will  also  stage  a  diversion  by 
stepping  up  partisan  assaults  on  the- 
Democratic  Congress  and  returning  to 
the  highly  charged  social  issues  that  can 
mobilize  his  conservative  base. 

Despite  these  advantages,  though, 
George  Bush's  position  bears  eerie  simi- 
larities to  the  one  in  which  Gerald  R. 
Ford  found  himself  in  1976.  Back  then,  a 
onetime  conservative'  commentator 
named  Ronald  Reagan  scared  the  wits 
out  of  the  moderate  (;(JP  incumbent  by 
nearly  besting  him  in  the  New  Hamp- 
shire primary.  A  Ford  campaign  guru 
named  Bob  Teeter  serenely  counseled 
his  boss  to  stay  on  the  high  road  and 
ignore  Reagan's  sterling  sound  bites. 

One  of  Ford's  closest  advisers'  was 
economist  Alan  Greenspan,  then  serving 
as  head  of  the  Council  of  Economic  Ad- 
visers. Greenspan,  who  considered  him- 
self a  master  forecaster,  told  Ford  not  to 
worry  when  a  year-old  economic  recov- 
ery seemed  to  hit  the  wall  in  mid-1976. 
Greenspan  was  on  target  economically — 
the  "pause"  ended  in  the  fall,  but  the 
slowdown  devastated  Ford.  The  combi- 
nation of  economic  distress  and  Rea- 
gan's relentless  pounding  softened  u];> 
the  hapless  Ford  for  a  November  prat- 
fall before  a  little-regarded  Democrat,  a 
southern  governor  named  Jimmy  Carter. 
TIGHT  SPOT.  Few  see  George  Bush  meet- 
ing a  similar  fate — at  least  not  after  one 
primary  setback.  But  at  the  very  least. 
Bush  will  now  have  to  step  off  his  lofty 
pedestal  and  practice  the  old-fashioned 
retail  politics — pork  rinds,  anyone? — 
that  so  unnerve  him. 

That  leaves  the  President  in  a  tight 
spot:  Too  many  policy  shifts  to  accom- 
modate his  restive  right  wing,  and  he 
looks  like  a  vintage  flip-flopper  in  the 
mold  of  Jimmy  Carter,  circa  1980.  A  too- 
rigid  adherence  to  his  discredited,  above- 
the-fray  campaign  script,  and  he  comes 
off  like  a  latter-day  Jerry  Ford.  About 
the  best  that  Bush  can  do  now,  GOP  vet- 
erans say,  is  keep  his  fingers  crossed, 
pray  for  the  long-delayed  recovery 
Greenspan,  keeps  talking  about — and 
keep  rooting  for  the  Democrats  to  in- 
dulge in  their  traditional  passion  for 
self-immolation. 

By  Douglas  Hurbrecht  in  Nashua,  N.  H., 
and  Lee  Wulczak  in  Washington,  with 
Paula  Divyer  in  Manchester,  N.  H. 


THE  PRESIDENCY  I 


'THIS  WAS  THE  LEAST  DESIRABLE 
OUTCOME  FOR  US' 


The  Democratic  field  remains  a  collection  of  suspect  regional  candidate 


President  Bush  may  have  stubbed 
his  toe  on  New  Hampshire's 
rocky  soil,  but  there  is  no  joy  in 
Demville.  Far  from  celebrating  Bush's 
misfortunes.  Democrats  who  hoped  to 
roll  up  their  nominating  process  without 
the  customary  intraparty 
bloodshed  are  fretting  that 
despite  a  compelling  message 
of  economic  renewal,  their 
Presidential  field  still  consists 
of  a  few  suspect  regional  can- 
didates searching  for  broad 
national  appeal. 

Former  Massachusetts  Senator  Paul 
E.  Tsongas,  whose  "share  the  pain"  ser- 
mons fit  in  with  New  Hampshirites' 
glum  mood  this  year,  won  the  Democrat- 
ic race  with  357(  of  the  vote.  But  the 
victory  was  diminished  a  bit  by  Tsongas' 
favorite-son  status,  and  by  his  inability 
to  finish  off  Bill  Clinton.  "This  was  the 
least  desirable  outcome  for  us,"  laments 
a  top  Democratic  operative.  The  Arkan- 
sas governor,  who  garnered  26%,  recov- 
ered from  a  political  swoon  triggered  by 
allegations  of  marital  infidelity  and 
draft-dodging,  setting  up  a  showdown 
with  Tsongas  in  the  South.  The  first  real 
test  comes  on  Mar.  3,  with  the  primaries 
in  Georgia  and  Maryland  (table). 


There's  growing  worry  among  Deio 
crats  that  both  Tsongas  and  Clinton  •< 
flawed  candidates.  As  the  Grinch  vk 
stole  New  Hampshire,  the  dour  Tsonjii 
will  have  a  tough  time  appealing  to  l« 
ie  Democrats.  "He  has  the  message): 
an  investment  banker  and  u 
bedside  manner  of  a  procto 
gist,"  says  Democratic  slr;e 
gist  Terry  Michael.  Ac.i 
Democratic  pollster  C:i 
bourne  Darden:  "Tsongas  is 
safe  harbor  for  Southt'i 
Democrats  because  of  .< 
economic  message.  But  first  he  has* 
come  down  here.  Nobody  knows  a1 
thing  about  him." 

'HE'S  A  FLUKE.'  Tsongas  will  also  nee(U 
gusher  of  campaign  donations  to  l)uy\ 
and  radio  ads  and  organize  for  the  gn ! 
ing  marathon  ahead.  And  unfortunatj 
for  his  cash-starved  campaign,  it  n  j 
take  a  win  in  a  state  outside  of  N« 
England  before  wary  donors  are  c-i- 
vinced  Tsongas  is  something  other  tl  r 
a  regional  attraction. 

To  be  sure,  Tsongas'  attacks  on  It 
Democratic  Establishment  played  wellr 
New  Hampshire.  But  for  now,  his  appi 
is  concentrated  with  more  independe;- 
minded  suburbanites  than  with  such  t.- 
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onal  Democratic  constituencies  as  ia- 
■.  "I  truly  believe  he's  a  fluke,"  says 
•etta  Bowen,  political  director  of  the 
nmunications  Workers  of  America. 
Vhile  Democratic  bigwigs  fret  that 
)ngas  isn't  charismatic  enough,  they 
•e  the  opposite  worry  about  Clinton, 
accident-prone  candidate  whose  very 
itical  polish  is  working  against  him  in 
,'ear  of  the  outsider.  Perhaps  more 
.n  the  furor  over  Gennifer  Flowers, 
nton  has  been  hurt  by  release 
a  1969  letter  that  indicated  that, 
'n  as  a  college  student,  he  was 
jling  to  maintain  his  "political 
bility"  while  avoiding  the  Viet- 
n  draft. 

Clinton  hopes  for  resuscitation 
ith  of  the  Mason-Dixon  line,  es- 
.'ially  in  the  Georgia  primary.  In 
iryland,  though,  he's  no  longer 
ead-pipe  cinch,  despite  a  wave 
early  endorsements  by  state 
cted  officials.  "There's  a  big  op- 
rtunity  there  for  Paul,"  says 
iryland  Democratic  Chairman 
.than  Landow. 

Prospects  should  be  better  for 
nton  a  week  later  in  the  Mar.  10 
ind  of  contests  in  the  Deep  South.  But 
m  on  home  turf,  he's  still  seen  as 
maged  goods.  No  one  knows  whether 
J  draft-dodging  issue  could  erode  his 
pport  with  conservative  Southerners, 
whether  charges  of  new  indiscretions 
11  surface.  Concludes  pollster  Alan  Se- 
ist  "Clinton  is  on  the  political  equiva- 
it  of  a  Bataan  Death  March.  He  may 
te  the  South,  but  he's  fighting  a  war 
attrition." 

As  if  the  prospect  of  Tsongas  as  a 
)rthern  favorite  and 
inton  as  a  purely 
uthern  force  isn't  un- 
ttling  enough,  Demo- 
atic  power  brokers 
en't  thrilled  by  New 
impshire's  failure  to 
amatically  winnow 
3  field.  Political  histo- 

would  argue  that 
iva  Senator  Tom  Har- 
1  should  cash  in  his 
ips  after  his  dismal 
%  showing.  But  Mar- 
l's labor  supporters 
e  determined  to  keep 
i  candidacy  alive  un- 

the  first  of  the  big 
ist  Belt  primaries  on 
ir.  17. 

ET  BLANKET.  Labor 
isted  no  time  giving 
irkin  a  shot  in  the 
m.  After  the  AFL-CIO 
:ecutive  Council  voted 
Feb.  19  to  permit  in- 
/idual  unions  to  en- 
rse  candidates,  nine 
ijor  industrial  unions 


banded  together  to  breathe  new  life  into 
their  champion's  flagging  campaign.  Al- 
though they've  already  given  Harkin  the 
maximum  cash  contributions,  the  unions 
will  rush  manpower  and  organizational 
support  to  his  aid. 

Nor  is  Senator  Bob  Kerrey  going 
gently  into  that  good  night.  While  the 
Nebraskan  boasts  of  winning  a  "bronze" 
medal  in  New  Hampshire,  his  cam- 
paign's chances  for  a  revival  in  the  niche 


states  of  Colorado  and  South  Dakota 
aren't  likely  to  impress  party  fund- 
raisers. That  means  Kerrey  could  soon 
find  himself  out  of  both  charisma  and 
cash. 

On  the  latter  score  at  least,  Clinton 
appears  to  have  no  problems.  As  soon  as 
the  votes  were  tallied  in  New  Hamp- 
shire, the  Arkansan  flew  to  Florida, 
where  he  expects  to  rake  in  $1  million  in 
a  series  of  five  fund-raisers.  At  the  mo- 
ment, Tsongas  can  only  dream  of  such 


WHAT'S  AHEAD  FOR  THE  DEMOCRATS 


GEORGIA  A  key  test  of  strength  in  the  South,  where  blacks 
',i^dominate  Democratic  primary  voting  in  many  states.  Clinton 
gains  an  early  chance  to  bounce  back.  The  economy  and 
defense  cuts  are  the  big  issues 


MARYLAND  The  huge  vote  in  the  Washington  and 
Baltimore  suburbs  makes  Maryland  a  key  urban  test 
for  Democrats,  especially  Clinton  and  Tsongas.  Most 
voters  ore  undecided 


COLORADO  Energy  and  the  environment  are  the  central 
issues  in  the  first  Western  state  to  vote.  Kerrey, who  has 
adopted  much  of  former  Colorado  Senator  Gary  Hart's 
platform,  has  poured  big  bucks  into  the  state 


MINNESOTA  The  state,  with  its  liberal-populist  tradition 
is  a  natural  for  Harkin.  But  even  if  he  wins,  the  same  old 
question  will  continue  to  dog  his  campaign:  Can  he  win  in 
a  state  that  doesn't  border  Iowa? 


big  financial  scores.  "The  CEO  of  Macy's 
wrote  an  op-ed  piece  recently  praising 
Tsongas'  economic  policies,"  Tsongas 
told  BUSINESS  WEEK.  "All  I  could  think 
of  was,  'Why  won't  he  just  send  me  a 
check?' " 

REALITY  CHECK.  Unhappy  as  many  Demo- 
crats are  with  their  choices,  the  New 
Hampshire  outcome  has  thrown  a  wet 
blanket  over  the  idea  of  a  late  entry  into 
the  race.  A  week  ago,  it  appeared  likely 
that  either  House  Majority  Leader 
Richard  A.  Gephardt  (D-Mo.)  or 
."senator  Lloyd  Bentsen  (D-Tex.) 
would  jump  in.  That  speculation 
was  based  on  the  assumption  that 
Clinton  would  continue  his  nose- 
dive and  that  Tsongas  couldn't  fill 
the  void.  But  the  pair's  close  one- 
two  finish  and  a  fizzled  write-in 
effort  on  behalf  of  New  York  Gov- 
ernor Mario  M.  Cuomo  injected  a 
new  dose  of  reality  into  the  Ijack- 
room  machinations.  "It  is  legally 
and  procedurally  possible"  for  a 
late-starting  heavyweight  to  win 
the  nomination,  says  liberal  activ- 
ist Ann  F.  Lewis.  "But  it's  politi- 
cally less  likely  now." 
Overwhelmingly  Republican  business 
interests,  who  can't  be  happy  about 
George  Bush's  political  weakness,  can 
take  heart  from  one  important  feature 
of  the  early  rounds  of  the  Democratic 
Presidential  competition:  Both  Tsongas 
and  Clinton  come  from  the  moderate-to- 
conservative  side  of  the  Democratic 
spectrum,  and  neither  one  chokes  when 
uttering  such  business-friendly  phrases 
as  "investment  incentives"  or  "the  mag- 
ic of  the  marketplace."  Says  Democratic 
analyst  William  Gal- 
ston:  "Both  men  are 
talking  about  growth- 
and  investment-oriented 
policies." 

Now,  if  either  Tson- 
gas or  Clinton  could 
just  convince  uncertain 
Democratic  regulars 
that  they've  got  the 
right  stuff  to  take  on 
Bush.  "I  feel  like  I'm  on 
one  side  of  a  river,  and 
I  can  see  a  beautiful 
garden  on  the  other 
side,"  says  a  wistful 
Richard  L.  Trumka, 
president  of  the  United 
Mine  Workers.  "But  all 
I  have  is  a  leaky  rubber 
raft  to  get  me  across. 
It's  frustrating."  And 
it's  Democratic  politics, 
'92  style. 

Bif  Paula  D/ci/cr  and 
Douglas  Harbrcclit  in 
Nashua.  N.  H ,  with 
Susan  B.  Garland  in  Hal 
Harbonr,  Fla. 
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ECONOMICS  I 


ALL  EYES  ON 
TSONGANOMICS 


The  probusiness  front-runner 
faces  harder  questions  now 


Cail  him  the  un-Democrat,  the  man 
who  would  turn  PDR's  portrait  to 
the  wall  and  invite  crowds  of 
small-business  owners  into  the  White 
House.  And  forget  the  jokes  about  "an- 
other Greek  from  Massachusetts."  Paul 
E.  Tsongas  is  no  Michael  Dukakis.  With 
his  probusiness  platform  and  his  disdain 
for  the  "Santa  Glaus  giveaway"  cam- 
paign promises  of  his  Democratic  oppo- 
nents, Tsongas  often  sounds  more  like  a 
moderate  Republican  than  a  Democratic 
standard-bearer. 

That  may  be  the  secret  of  his  early 
success.  Ask  William  Hoffman  of  HoUis, 
N.  H.,  a  self-proclaimed  Reagan  Republi- 
can who  voted  for  the  former  Massachu- 
setts senator.  "Tsongas  really  recog- 
nizes reality — he's  an  Eisenhower 
Republican.  That's  why  I  like  him,"  ex- 
claims Hoffman,  owner  of  Goncrete  Gut- 
ting Gorp.,  a  small  construction  busi- 
ness. Or  ask  Ghristopher  Weber,  a 
Galifornia  business  consultant  who 
found  himself  pulled  into  a  crowded  mo- 
tel ballroom  in  Goncord, 
N.  H.,  with  hundreds  of  other 
Tsongas  supporters,  their 
noses  buried  in  the  candi- 
date's 86-page  A  Call  to  Eco- 
nomic Arms — all  waiting  for 
the  candidate  to  arrive.  "I 
never  voted  for  a  Democrat 
before,  but  I'll  vote  for  Paul  Tsongas," 
says  Weber. 

Many  mainstream  Democrats  are 
watching  Tsongas'  progress  with  exas- 
peration, if  not  hostility.  Grouses  Will 
Marshall,  president  of  the  centrist  Pro- 
gressive Policy  Institute  and  a  supporter 
of  Arkansas  Governor  Bill  Glinton; 
"There  is  very  little  in  [Tsongas']  i)ro- 
gram  about  the  underclass.  He  doesn't 
talk  about  family  breakdowns,  pregnan- 
cy, high  crime,  unemployment.  It  lacks 
compassion.  It's  too  technocratic." 
DEATH  TRAP.  Meanwhile,  Tsongas  revels 
in  criticism  from  the  jjarty  Establish- 
ment. "Democrats  have  always  been 
antibusiness,  class-warfarish,  and  pro- 
tectionist. That's  an  economic  death 
trap,"  he  says.  The  Tsongas  solution:  tax 
cuts  and  investment  incentives  for  busi- 
ness. But  the  middle  class  would  get  a 
jolt;  higher  gasoline  taxes,  no  cut  in  in- 
come taxes,  and  no  special  breaks  tar- 
geted to  kids.  And  he  would  promote 


energy  independence  by  encouraging  the 
development  of  nuclear  power,  an  idea 
that  outrages  many  environmentalists. 

Tsongas  also  gives  organized  labor 
fits.  His  educational  program — merit 
pay  for  teachers,  school 
vouchers,  national  standards 
for  testing  and  curriculums — 
is  about  as  welcome  at  the 
American  Federation  of 
Teachers  as  fingernails 
dragged  across  a  blackboard. 
And  he's  no  hero  to  the  AFL- 
cio.  "He  has  no  supiiort,  none  whatso- 
ever," says  Jack  Sheinkman,  president 
of  the  Amalgamated  Glothing  &  Textile 
Workers  Union.  "He  doesn't  represent 
the  viewpoint  of  most  Americans." 
That's  not  all  that  irks  unionists.  Tson- 


YOU  SURE  HE'S  A  DEMOCRAT? 


TSONGAS  POLICIES  THAT  MAKE  THE  OLD  GUARD  SEE  RED 

MIDDLE-CLASS  TAX  CUT  Opposes  it,  calling  it  a  "Santa 
Glaus"  giveaway  to  parents,  to  be  paid  for  by  their  children 


.  CAPITAL-GAINS  TAX  CUT  Favors  a  cut  in  taxes  on  stock 
sales.  The  longer  the  holding  period,  the  smaller  the  tax  rate, 
towest  rates  go  to  investment  in  smaller  outfits 

-  EDUCATION  Favors  merit  pay  for  teachers,  longer  school 
ool  choice,  national  standards  for  curriculums 

nts,  emphasizes 
rgy,  warns  that 
ng 


gas  opposes  la 
top  legislative  go;- 
a  bill  that  would  t.X 
law  the  hiring  ): 
permanent  rephe 
inents  for  strik  ; 
workers.  Aii'l  ■ 
supports  a  free  !  r  i 
pact  with  Mi  \ 
also  anathema  lo  , 
AFL-CIO. 

And  tax  fainic 
That's  for  sec( 
terms,  says  Tson^ 
His  top  priority 
creating  jobs 
granting  business 
wish  list.  Of  coui 
l)usiness  would  h 
to  swallow  so 
things  it  does 
vvant,  including  m 
datory  health-in 
ance  coverage  for 
workers. 

Tsonganomics 
built  around  an 
dustrial  policy 
signed    to  rev 
U.  S.  manufactur 

  by  encouraging 

growth  of  sectors  such  as  high-tech  e 
tronics.  "There  will  continue  to  be  ind 
trial  obituaries,"  he  told  BUSINESS  \vf! 
"The  problem  is,  we  aren't  focused  n 
industrial  birth  notices.  We  musi  ■ 
away  from  a  sunset  mentality,  a  ni.  u  I 
ity  in  which  you  think  you  are  in  di  r|i 
you  see  what's  left,  and  try  to  sa\r 
FAST  ENOUGH?  For  all  of  his  attentiono 
the  needs  of  business,  Tsongas  ad.u 
that  before  Tuesday's  eight-point  v 
tory  over  Arkansas  Governor  Bill  Gi- 
ton,  he  wasn't  exactly  being  floocd 
with  business  support.  But  he's  ho|i"li 
"Once  they  begin  to  say,  'Gee,  thi.-  lh 
has  a  chance,'  the  chemistry  ch.>  il; 
The  question  is,  does  it  change  f  i 
enough  to  keep  us  alive?" 
Tsongas'  tenuous  front-runner  stavs 
and  iconoclastic  lui 
may  not  suit  tlie  u- 
Democrat  too  wi, 
especially    in  t6 
South  and  Midwei 
Once    Tsongas  S 
placed  under  the  i  t- 
dia  microscope. 
appeal  may  wear  'i 
pretty       quick  i) 
warns    Republic- 1 
strategist  Ke\:i 
Phillips.   The  fro.- 
runner's  service 
corporate  boars 
should  suffice  to  (i- 
plain  his  probusin(3 
slant,  says  Phillips,' 
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n  New  Hampshire,  the  seeming  nov- 
'  of  his  economic  program  took  Tson- 
a  long  way.  In  the  weei<s  to  come, 
/ever,  he  is  sure  to  be  hit  with 
der  questions  about  his  service  as  a 
Dyist  for  Drexel  Burnham  Lambert 
.  and  other  corporate  interests.  In 
er  words,  Tsongas  will  undergo  the 
le  sort  of  trial-by-media  that  singed 
iton. 


Tsongas'  preaching  against  the  eco- 
nomics of  instant  gratification — while 
promising  a  better  future — appealed  in 
New  Hampshire,  where  recession-weary 
voters  distrust  easy  solutions.  It  may  be 
a  much  tougher  sell  in  the  delegate-rich 
primaries  that  lie  ahead. 

By  Paul  Magnusson  in  Washirigton  and 
Douglas  Harbrecht  in  Nashua,  N.  H..  with 
Piiiiht  Dir//cr  in  Concord.  N,  H. 


4EY&  BANKING  I 


BREAK  FOR  BANKS  THAT 
FONT  HELP  CONSUMERS  OHE  BIT 


wer  Federal  Reserve  requirements  will  boost  profits,  not  lending 


■or  Representative  John  W.  Cox  Jr., 

■  a  first-term  Democrat  from  Galena, 
III,  it  was  a  chance  to  take  Eco- 

nics  101  with  Professor  Greenspan. 
)  when  banks  lend  more,  that  in- 
ases  the  money  supply,  and  that 
)sts  the  economy?"  Cox  asked  the 
leral  Reserve  chairman  at  a  Feb.  19 
iring.  Alan  Greenspan  gently  correct- 
him:  "It  isn't  the  money 
)ply  that  stimulates  the 
momy — it's  the  lending." 
x:  "And  you're  trying  to 
courage  more  lending?" 
reka!  "That's  it  exactly," 
eenspan  replied. 
Dhe  performance  earned 
!  congressman  an  A  as  he 
•uggled  to  figure  out 
at's  behind  the  Fed's  lat- 
,  change  in  monetary  poli- 
On  Feb.  18,  the  Fed  cut 
serve  requirements — the 
lount  of  money  banks 
ist  keep  on  deposit  with 
!  Fed — for  the  second  time 
14  months.  When  the  re- 
ction  takes  effect  in  April, 
will  free  nearly  $9  billion 
it  banks  can  use  to  buy 
'urities  or  make  loans. 
)N  OF  MONEY.'  Bankers 
sered  the  change — but 
!y're  not  talking  about  a 
ick  boost  in  lending, 
^e've  got  a  ton  of  money 
lend,"  says  a  spokesman 

■  Banc  One  Corp.  of  Co- 
nbus,  Ohio.  "It's  finding 
sditworthy  customers  to  lend  to  that's 
;  problem." 

3ther  bankers  agreed.  And  that 
lans  the  initial  consequence  of  the 
d's  move  will  be  a  boost  in  bank 
)fits  by  about  2.57<,  as  they  trade 
'ed-up  cash  for  securities,  but  no 
il  letup  in  the  credit  crunch.  Fed  offi- 
Is  argue  that  the  change  is  designed 
>re  to  modernize  the  banking  system 


than  to  stimulate  the  economy,  anyway. 

Central  banks  consider  required  re- 
serves a  necessary  evil:  The  reserves 
control  commercial  banks'  ability  to  cre- 
ate money.  Today's  \27'  reserve  require- 
ment lets  banks  lend  roughly  $8  for  ev- 
ery $1  of  reserves.  The  new  lO'X  rule 
will  boost  that  leverage  to  10-to-l.  The 
change  won't  affect  banks'  loan-loss  re- 


serves, the  funds  set  aside  on  an  institu- 
tion's balance  sheet  to  cover  expected 
losses  on  bad  loans. 

For  decades,  the  Fed  has  been  trying 
to  win  the  right  from  Congress  to  pay 
interest  on  banks'  reserve  accounts. 
"Reserves  are  a  deadweight  loss  and  a 
drag  on  banks'  ability  to  compete"  with 
other  lenders,  says  a  top  Fed  official. 
But  paying  such  interest  would  cost  the 


Fed  $1  billion  a  year,  increasing  the  fed- 
eral deficit.  So  while  banks  find  innova- 
tive ways  to  create  new  accounts  that 
aren't  subject  to  reserve  requirements, 
the  Fed  is  acting  on  its  own  to  lighten 
their  burden. 

SAFEST  MOVE.  The  Fed  has  been  consid- 
ering the  move  since  it  made  the  last 
reserve  cut — in  late  1990.  This  one  was 
timed  to  coincide  with  February's  sea- 
sonal low  in  banks'  reserve  accounts. 
"This  is  not  a  short-term  policy  move"  to 
boost  the  economy,  insists  a  top  official. 
But  Wall  Street  wasn't  buying:  Short- 
term  interest  rates  fell  in  anticipation  of 
banks'  using  their  extra  cash  to  buy 
Treasury  securities,  while  rates  on  the 
Trea.sury's  30-year  bond  shot  up  to  a 
three-month  high  near  8%.  The  rise  in 
long  rates  is  worrisome:  Bearish  bond 
traders  could  pull  mortgage  rates  back 
above  9%  and  stifle  the  housing  rise 
(page  23). 

The  change  in  reserve  requirements 
was  probably  the  safest  policy  move  the 
Fed  could  make  in  the  face  of  a  confus- 
ing economic  outlook.  Greenspan  de- 
scribes himself  as  "somewhat  more  con- 
fident than  I  have  been  recently"  of  a 
second-quarter  upswing  in  economic  ac- 
tivity, led  by  homebuilding, 
retail  sales,  and  a  bounce- 
back  from  January's  sharp 
drop  in  factory  production. 
Economic  optimists  argue 
that  long-term  rates  are  ris- 
ing on  fears  that  the  Fed 
will  ease  too  much  just  as 
the  recovery  picks  up,  stimu- 
lating inflation. 

But  other  Fed  officials 
wonder  whether  the  spring 
upturn  will  take  hold  this 
time — or  vanish  as  it  did  last 
year.  With  commercial  con- 
struction and  state  and  local 
spending  "sitting  out  the  re- 
covery," one  policymaker  ar- 
gues that  the  economy  "only 
has  two  engines,  housing 
and  exports.  Rising  long 
rates  shoots  down  one,  and 
the  stronger  dollar  shoots 
down  the  other."  If  those 
trends  worsen,  pessimists  ar- 
gue, the  Fed  will  have  to 
ease  short-term  interest 
rates  again,  to  offset  rising 
market  rates. 

If  another  cut  is  needed. 
Fed  officials  know  it  will  have  to  be 
sizable.  After  the  Fed's  big  move  in  De- 
cember, nobody  will  be  impressed  by  a 
return  to  what  some  insiders  call  "the 
quarter-point  treadmill"  of  small  steps 
through  1990  and  1991.  Those  expecta- 
tions only  raise  the  ante  in  what  was 
already  a  high-stakes  game. 

By  Mike  McNamee  in  Washiiiyton,  with 
Zachary  Schiller  in  Cleveland 
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THE  JAPANESE  I 


JAPAN'S 
SHARP  TURN 


With  nowhere  to  grow,  producers  tr>'  to  squeeze  out  more  profit 


Japan's  corporate  giants  traditionally 
have  relied  on  one  tried-and-true 
mantra  for  keeping  profits  strong: 
Grow,  grow,  grow.  Fierce  competition  in 
many  of  their  markets  meant  razor-thin 
margins,  so  these  powerhouses  knew 
that  to  survive,  they  had  to  innovate, 
automate,  and  crank  out  products.  The 
result?  Sales  ballooned,  while  profits 
generally  headed  upward. 

Suddenly,  there's  no  place  to  grow. 
The  U.  S.,  European,  and  Japanese  econ- 
omies are  in  the  dumps,  and  Japan's  $78 
billion  trade  surplus  makes  carving  out 
fresh  market  share  abroad  politically  un- 
acceptiible.  As  a  result,  profits  are 
slumping  even  for  Japan's  red-hot  com- 
panies, including  Matsushita,  Nissan, 
and  Honda.  Even  Sony  Corp.  expects  to 
announce  its  first  domestic  operating 
loss  in  34  years.  (Irowth  in  volume  no 
longer  guarantees  profits. 

What  to  do  about  the  problem  has  set 
Japan's  corporate  boardrooms  abuzz.  A 
few  companies,  led  by  the  big  carmak- 
ers, are  already  taking  action.  Most  no- 
tably, Toyota  Motor  Corp.  announced  on 
Feb!  14  that,  as  of  Mar.  13,  it  would  hike 
prices  3.2'  '  on  U.  S.  models  and  5''  on 
the  luxury  Lexus  line.  Honda  and  Nis- 
san Motor  Co.  say  they  may  follow  suit. 
'CARTEL!'  Chip  and  computer  giants,  con- 
sumer-electronics comjjanies,  and  ma- 
chine-tool makers  can't  do  the  same.  "If 
Toyota  raises  prices,  it's  called  leveling 
the  playing  field  willi  Detroit,"  says  an 
executive  at  one  Jai)anese  manufacturer. 
But  "if  Sony  or  Matsushita  tried  it,  ev- 
eryone would  be  screaming  'cartel!'  "  So 
they  are  developing  less  obvious  strate- 
gies for  avoiding  red  ink  during  a  global 
recession.  Their  technicjues:  reducing  de- 
velopment costs,  migrating  away  from 
commodity  goods,  and  milking  hit  prod- 
ucts for  as  long  as  possible. 

For  beleaguered  U.  S.  and  European 
auto  rivals,  Japan's  antirecession  mea- 
sures, incUiding  price  increases  from 
Toyota  and  others,  could  open  big  oppor- 
tunities. "The  worst  of  the  Japanese  on- 
slaught is  over."  says  Stephen  Marvin, 
an  auto  analyst  at  Jardine  Fleming  Secu- 
rities Ltd.  in  Tokyo.  Indeed,  Detroit's 
Big  Three  are  already  testing  how  best 


to  take  advantage  of  Toyota's  move 
(page  35). 

In  other  industries,  Japan's  solution  to 
profit  problems  may  just  be  to  make  the 
competition  fiercer.  For  instance,  such 
big  chipmakers  as  N"f:c,  Fujitsu,  Toshiba, 
and  Hitachi  are  spending  heavily  to  re- 
duce their  dependence  on  commodity 
memory  chips.  They  want  to  realign 
their  product  offerings  on  more  custom 
chips  and  microprocessors — the  strong- 
hold of  such  U.  S.  industrial  leaders  as 
Intel  Corp. 

Still,  the  pressure  on  Japanese  compa- 
nies to  ease  off  competitively,  even  tem- 
porarily, is  immense — and  growing. 
Much  of  it  is  plainly  political.  Nissan 
Executive  Vice-President  Yoshikazu 
Hanawa  worries  that  if  Japan's  share  of 
the  U.  S.  car  market  rises  much  above 
its  current  30' v,  "bashing  will  increase, 
and  America  will  stop  free  trade."  Simi- 
lar concerns  have  led  Toyota  to  drop  its 
"Global  10"  promotional  campaign 
among  dealers.  The  goal:  to  grab  10/'  of 
the  world  car  market.  "We  have  to  be  a 
little  bit  careful  not  to  be  interpreted  as 
a  sort  of  steamroller."  says  director  Mo- 
tosuke  Tominaga. 

But  the  more  compelling  pressure  is 
financial.  "Our  key  challenge  is  how  to 
achieve  solid  profitability  in  this  new  en- 
vironment of  slower  growth,"  says 
Honda  Motor  Co.  President  Nobuhiko 
Kawamoto.  That  won't  be  easy,  given 
Japan's  debt  hangover  from  the  torrid 
expansion  of  the  late  1980s. 

In  those  days,  when  the  Nikkei 
seemed  buoyed  by  helium,  companies  is- 
sued huge  amounts  of  convertible  bonds 
at  rates  as  low  as  Va  or  29^.  Now.  the 
market  is  stuck  in  its  most  serious 
slump  since  1965  (page  34),  and  some  $80 
billion  worth  of  those  bonds  must  be 
redeemed  over  the  next  two  years — $6 
billion  in  just  the  auto  industry.  To  re- 
deem them,  most  bond  issuers  will  have 
to  borrow  at  current  interest  rates  of  6'' 
to  7'f.  Nissan  alone  has  a  $1.5  billion 
convertible  bond  due  in  1993,  issued 
when  the  company's  share  price  was  at 
$13.  The  stock  now  trades  around  $5. 

There's  also  social  pressure  on  Japa- 
nese companies  to  change  the  way  they 


HOW  JAPAN'S 
CORPORATE  GIAI 
PLAN  TO  REEUHJ 


J  'il 


Raising  prices  Higher  prices  canri 
higher  profits.  Toyota  plans  to  \k 
prices  on  1992  models  by  3.2° 


do  business.  Opinion  leaders  such  a-  ' 
shi  Hiraiwa,  chairman  of  the  Keidanrs 
Japan's  powerful  federation  of  econoiif 
organizations,  are  calling  for  impi  n  ^ 
Japan's  quality  of  life  by  cutting 
workday.  In  Japan,  the  movenn  ^ 
called  jitan,  and  it's  the  battle  cry  i 
this  year's  spring  wage  negotiation 
The  average  Japanese  still  clocks  2,  >. 
work  hours  per  year,  some  200  m  i 
than  Americans  and  500  more  than  (\v 
mans.  Japan's  Labor  Ministry  is  jjush  e 
companies  to  slash  that  to  1,800  b\ 
Toyota,  for  one.  figures  this  cut  v,  ill  t 
equal  to  reducing  its  annual  products 
by  500,000  cars.  Nissan  is  worried,  t). 
"We're  going  to  lose  some  of  our  cd- 
petitiveness,"  says  Hanawa. 
SLIMMER  LINE,  fo  deal  with  all  th<e 
pressures  on  their  profit  margins,  i- 
pan's  manufacturers  are  considerig 
such  moves  as  keeping  products  on  ( 
market  for  longer  periods.  The  Mn.i-  ' 
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'J  2 


ig  product  lines 

sroducts  lead  to 
tverhead.  That's 


why  Matsushita  will 
streamline  its  50,000- 
product  line  by  up  to  30% 


Lengthening  product  cycles  By  keeping  products  on  the 
market  longer,  Japanese  companies  have  time  to  maxi- 
mize returns.  Many  Japanese  television  makers  are  con- 
sidering this  option 

Concentrating  on  super- 
sophisticated  products  To 

build  sales  in  competitive 
industries,  Japanese  man- 
ufacturers are  trying  to 
produce  state-of-the-art 
products,  which  yield  high 
margins.  That's  Toshiba's 
strategy  in  laptops 

Moving  offshore  Offshore 
manufacturing  cuts  over- 
head. That's  why  Hitachi 
plans  to  transfer  all  TV 
production  to  Mexico 


DAIHATSU 

Giving  up  Some  Japanese 
companies  are  simply  giv- 
ing up  on  unprofitable 
markets.  That's  why  auto 
maker  Daihatsu  is  pulling 

out  of  the  U.S.  DATA  BW 


International  Trade  &  Industry  is  cur- 
itly  discussing  a  push  to  lengthen 
iduct  life  cycles  for  autos  and  elec- 
nics  with  the  Labor  Ministry  and  Fair 
ide  Commission.  Nissan  is  already 
ting  this  strategy:  Hanawa  says  new 
■sions  of  Nissan's  Bluebird,  called  the 
mza  in  the  U.  S.,  and  its  British-built 
mera,  likely  won't  be  revamped  for 
e  or  six  years,  vs.  four  now. 
Vlatsushita  Electric  Industrial  Co.  has 
3ther  strategy  for  dealing  with  the 
A'nturn.  Starting  in  April,  it  will  begin 
eamlining  its  50,000-odd  consumer- 
)duct  offerings  by  as  much  as  307^, 
)pping  low-end  audio  goods  and  add- 
'  sophisticated  new  stereo  systems 
it  buyers  can  program  to  individual 
ite.  Of  the  company's  current  40-mod- 
TV  lineup,  for  instance,  only  large- 
•een  sets  and  models  with  advanced 
itures,  such  as  built-in  VCRs,  are  sure 
make  the  cut.  "We  want  to  see  a 


smaller  number  of  products  selling  for  a 
longer  period  of  time,"  says  Matsushita 
Managing  Director  Keiichi  Takahata.  "If 
we  market  a  product  properly,  we  can 
make  it  a  hit." 

SACRED  R&D.  Companies  are  getting 
stingy  in  a  lot  of  other  ways,  too.  To 
offset  soaring  product-development 
costs  for  up-market  electronics  goods, 
Hitachi  Ltd.  is  teaming  up  with  Minolta 
Camera  Co.  to  design  high-resolution 
8mm  camcorders.  Most  companies  are 
also  slashing  capital  expenditures.  Fu- 
jitsu Ltd.'s  planned  $1.76  billion  budget 
for  the  fiscal  year  ending  March,  1992, 
was  cut  9'/'.  And  as  inventories  balloon, 
companies  are  paring  back  production. 
Honda  pared  .55,000  cars  in  February 
and  March,  and  Mazda  cut  30,000.  Toshi- 
ba's total  PC  output  this  year  will  be  20V< 
less  than  originally  slated. 

Despite  profit  worries,  most  Japanese 
companies  continue  to  invest  in  the  fu- 


ture. Many,  for  instance,  are  increasing 
spending  on  production  automation  to 
help  offset  the  nation's  acute  labor 
shortage.  And  research  budgets  remain 
sacred.  Honda,  for  example,  is  cutting 
domestic  capital  spending  this  year  by 
11'/',  to  $640  million,  while  beefing  up 
research  to  more  than  $1.5  billion. 

That  level  of  investment  means  Japan 
is  likely  to  roar  out  of  this  slump  the 
way  it  emerged  from  the  1970s  oil  crisis 
and  the  mid-1980s  yen  runup.  "It's  not 
likely  we'll  be  able  to  raise  market  share 
in  the  short  term,"  says  Toyota's  Tomin- 
aga.  "But  that  doesn't  mean  we  won't 
grow  again."  Translation:  Japanese  com- 
panies are  moderating  for  now.  But 
when  the  recession  lifts,  Tokyo's  finan- 
cial markets  stabilize,  and  political  pres- 
sures ease,  they'll  probably  be  l»ack  to 
the  old  grow,  grow,  grow. 

Bi/  Karen  Loirry  Miller  atid  Neil  Gross 
in  Tokyo 
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GLOBAL  FINANCE  I 


CAN  TOKYO  KEEP  THE  NIKKEI 
FROM  GOING  THROUGH  THE  FLOOR? 


So  far,  plans  to  avoid  a  panic  sell-off  are  pretty  nebulous 


Japan's  financial  barons  are  in  a  blue 
funk.  Tight  money  is  making  the 
once-vibrant  Tokyo  stock  market 
seem  like  a  graveyard.  Making  matters 
worse,  the  Japanese  economy  is  slowing 
to  a  crawl. 

Sounds  like  Tokyo  to- 
day, right?  Guess 
again.  That  was  Japan, 
circa  1965,  during  the 
country's  last  big  stock 
market  crisis,  when  the 
Tokyo  market  plunged 
39'a  before  bottoming 
out.  This  time  around, 
the  Nikkei  Stock  Aver- 
age is  down  4T/c  from 
its  peak  of  38,915.87  at 
the  end  of  1989.  So, 
worried  that  banks,  real 
estate  values,  and  the 
rest  of  the  economy  will 
take  a  pounding  if  the 
market  drops  much  be- 
low the  psychological 
threshold  of  20,000,  poli- 
ticians and  regulators 
are  mulling  over  a  vari- 
ety of  measures  to  keep 
stocks  afloat.  "When 
you  get  under  20,000,  there's  no  supi)ort 
left,"  frets  one  Tokyo  fund  manager. 
"People  could  start  panic-selling  because 
they  think  there's  no  bottom." 
LITTLE  AVAIL.  To  avoid  such  a  panic,  the 
ruling  Lilx'ral  Democratic  Party  (LDP) 
and  the  four  major  stockbrokers  are 
urging  big  changes  in  Tokyo's  securities 
rules.  They  want  companies  to  pay  high- 
er corporate  dividends 
and  are  considering  al- 
lowing stock  buybacks 
and  cutting  the  capital- 
gains  tax  (tal)le).  Yet 
bureaucrats  and  finan- 
ciers fear  that  this  res- 
cue package  may  have 
as  little  impact  as  one 
they  tried  27  years  ago. 

Back  then,  even  bro- 
kers' ma.ssive  purchases 
of  shares  couldn't  stop 
the  Nikkei's  fall.  It  took 
sharply  lower  interest 
rates,  together  with  the 
prospect  of  real  eco- 
nomic recovery,  to 
bring   the  bloodletting 


to  an  end.  Japan's  financial  community 
is  convinced  similar  action  is  needed  to- 
day. Nothing  short  of  a  dramatic  cut  in 
the  Bank  of  Japan's  4.5' ^  discount  rate  is 
likely  to  lure  significant  sums  back  into 
the  market,  traders  say.  With  falling 
stock  prices  putting  pressure  on  banks 
and  real  estate,  "what  this  market  is 


waiting  for  is  the  Bank  of  Japan  saying 
this  economy  needs  help,"  says  Robert 
Zielinski,  an  analyst  at  Jardine  Fleming 
Securities  Ltd. 

Trouble  is,  forceful  help  probably  isn't 
yet  in  sight.  In  fact,  Bank  of  Japan  Gov- 
ernor Yasushi  Mieno,  wary  of  inflation, 
is  moving  with  caution.  Even  though 
Merrill  Lynch  &  Co.  estimates  that  the 


TRYING  TO  PROP  UP  THE  NIKKEI 


Here  are  some  steps  that  Japan  s  financial  regulators  are  considering  to  halt  the 
Nikkei  Stock  Average's  long  slide: 

►  Cut  interest  rates  The  Bank  of  Japan  is  expected  soon  to  slosh  its  discount 
rate  by  a  half  percentage  point,  to  4% 

^  Reduce  taxes  on  stock  transactions  The  move  could  boost  trading  volume, 
but  a  1990  capital-gains  tax  cut  hod  little  effect 

►  Permit  companies  to  buy  their  own  shares  Could  prop  up  stock  prices,  but 
many  companies  don't  have  the  cash  to  take  advantage  of  this  change 

^  Urge  higher  dividends 

remain  modest 


Could  attract  new  investors,  but  payouts  v^ould 


►  Pressure  banks  to  limit  lending  Will  ease  pressure  on  banks  to  sell  off  as- 
sets, but  will  slow  the  economy 


Japanese  economy  will  expand  just?', 
this  year,  Mieno  insists  growth  wilhi 
3.57'  .  That  means  he's  unlikely  to  cutjb 
discount  rate  more  than  a  modest  h£f ; 
percentage  point  in  March.  '{ 
With  Mieno  refusing  to  ease  m^ 
the  LDP  is  focusing  on  micromeasure^t 
lessen  Japan's  financial  stress.  But  te 
these  proposals  fall  short  of  \\1 1 
needed.  Take  the  party's  plan  li>  r 
dividends.  It  suggests  that  comiiai:' 
raise  their  payout  to  50%  of  profits;; 
from  the  current  33"'^^. 
TIMID  STEPS.  Still,  this  won't  prn 
much  more  than  a  psychological  1" 
Zielinski  notes  such  an  increase  \\  i 
raise  average  yields  from  0.7'/^  to  1- 
hardly  enough  to  win  back  wary  IuIk 
tors.  Financial  maM 
are  as  cool  to  a  mm 
plan  by  the  Tokyo  Si. 
Exchange  and  tli'- 
pan  Securities  Dcai 
Assn.  to  increase  : 
payout    modestly  > 
shares    issued  al- 
April.  "This  alone  \\  i 
be  enough  to  revi\  e  i 
market,"  conce;- 
Tohru  Akatsu,  the  > 
change's  research  ii 
planning  chief. 

LDP  proposals  to  Ijk 
er  levies  on  cap|i 
gains,  meanwhile,  p 
getting  a  chilly  rt-q 
tion  where  it  niallr 
most:  at  the  Fina 
Ministry.  Even  llmi: 
individuals  pay  oiil\  ' 
on  capital  gains,  the  cash-strapped  am 
try  is  loath  to  forgo  any  revenue — as  j: 
collections  slow  along  with  the  Japangi 
economy. 

With  money  still  tight,  the  ministrji; 
equally  reluctant  to  prod  investma 
trusts,  the  local  equivalent  of  muta 
funds,  to  put  more  money  into  sto(fi 
"It  would  be  ridiculous  for  the  minisr 
to  encourage  instu 
tions  to  buy  m 
shares.  They  aren't; 
safe  investment,"  s7: 
Akio  Mikuni  owner  c : 
Tokyo  credit-rat, { 
agency. 

Even  if  these  reie 
dies  work,  most  wol< 
require  approval  by  B 
pan's  Diet.  But  a  iv 
series  of  scandals  en'-l 
oping  the  LDP  1'.: 
brought  the  legislate 
close  to  gridlock.  A;{ 
result,  lawmakers 
way  behind  schedule* 
considering  the  budr 
for  the  next  fiscal  vf." 
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ch  begins  on  Apr.  1.  There  isn't  likely 
^e  any  time  left  to  take  up  market- 
port  legislation. 

'hat  could  be  unwelcome  news  for 
11  Street,  which  saw  Japanese  inves- 
;  pull  $2.9  billion  out  of  U.  S.  stocks 
the  Nikkei  began  its  long  slide.  And 
anose  banks,  which  are  allowed  by 
ulators  to  consider  unrealized  profits 
their  vast  stock  portfolios  as  capital, 
ild  greet  a  plummeting  Nikkei  with 
n  greater  dismay. 

IP  EROSION.  Most  of  the  gains  that 
J  keep  the  banks'  capital  up  to  inter- 
ionally  agreed-upon  standards  will 
rt  melting  away  once  the  average 
s  to  around  18,000.  With  the  banking 
ustry  already  facing  an  estimated  $80 
ion  in  bad  loans  at  home  and  abroad, 
ders  fear  such  erosion  could  leave 
ae  institutions  short  on  capital  when 
V  international  banking-capital  ade- 
icy  standards  take  effect  in  1993. 
le  deterioration  of  the  financial  sys- 
1,"  says  Moody's  Investors  Service 
ilyst  Masaru  Kakutani,  "is  becoming 
ritical  issue." 

5ome  worry  that  any  capital  shortfall 
uld  force  banks  to  dump  equities  to 
se  cash,  putting  even  more  pressure 

the  market.  But  most  banks  may 
,'e  already  insulated  themselves  from 
but  the  worst  Nikkei  shocks, 
^"'or  example,  Japanese  lenders  have 
;hdrawn  some  $34  billion  from  U.  S. 
iiks  since  the  Tokyo  market  peaked, 
ey  have  also  sold  billions  of  dollars 
■rth  of  other  assets  and  issued  subor- 
lated  debt.  Some  are  likely  to  start 
ling  high-yielding  preferred  shares  to 
aanese  insurers.  "The  relationship  of 
i  stock  market  to  the  [capital]  stan- 
rds  isn't  nearly  as  serious  as  many 
op!e  think,"  says  David  Atkinson  of 
lomon  Brothers  Asia  Ltd. 
Maybe  not.  But  most  traders  believe 
it  even  inflation  hawk  Mieno  won't 
int  to  test  that  proposition  for  too  long 

the  Nikkei  drops  very  far  below 
,000.  "We  would  get  an  interest-rate 
t  pretty  quickly,"  says  Stephen  B.  Co- 
il, managing  director  of  Warburg  In- 
stment  Trust  Management  Co.  Indeed, 
me  foreign  investors,  betting  rate  re- 
etions  are  inevitable,  are  already  buy- 
l  into  Tokyo  whenever  the  Nikkei 
gs.  "Every  time  they  put  stocks  on 
le,"  says  Elizabeth  J.  Allan,  portfolio 
inager  for  Japan  Fund  Inc.,  "we'll  buy 
few." 

Despite  all  the  gloom  and  doom  envel- 
ing  the  Tokyo  market,  "we  haven't 
ached  the  panic  stage  yet,"  Allan 
iintains.  Just  like  the  traders  of  1965, 
e  and  a  lot  of  other  market  players 
e  counting  on  a  quick  shot  of  cheaper 
3ney  to  give  Japanese  stocks  the  boost 
ey  desperately  need. 

By  Robert  Neff,  with  Ted  Holden,  in 
'kyo  and  William  Glasgall  in  New  York 


Commentary/by  James  B.  Treece 

PRICE  HIKES:  MOTOWN  MAY  BE 
SHOOTING  ITSELF  IN  THE  TIRE  AGAIN 


The  reaction  hit  even  before  the 
action.  Hours  ahead  of  Toyota 
Motor  Sales  [iSA  Inc.'s  announce- 
ment on  Feb.  14  that  it  would  raise 
sticker  prices  on  Toyota  cars  and 
trucks  an  average  3.2%,  General  Mo- 
tors' Saturn  Corp.  unit  said  its  own 
base  pi'ice  would  jump  between  0.8% 
and  2.4 ,  and  more  for  certain  popular 
options.  Saturn's  increases  will  kick  in 
on  Mar.  1,  Toyota's  on  Mar.  13. 

The  move  by  Saturn  was  all  too  pre- 
dictable. With  other 
Japanese  carmakers 
exploring  price  in- 
creases, each  U.  S. 
auto  maker  is  likely 
to  follow  suit.  But  an 
across-the-board  in- 
crease in  new-car 
stickers  would  be  the 
wrong  response. 
This  is  Detroit's 
chance  to  win  back 
young  buyers. 

We've  seen  this 
show  before.  In  the 
early  1980s,  when 
"voluntary"  export 
quotas  pushed  prices 
of  Japanese  cars 
higher,  Detroit's  carmakers  raised 
prices,  too.  When  a  rising  yen  forced 
the  Japanese  to  push  up  prices  rapidly 
in  the  late  1980s,  GM,  Ford,  and  Chrys- 
ler again  raised  their  prices,  rather 
than  snatch  market  share  from  Toyota, 
Nissan,  and  Honda. 

This  time  around,  says  David  N. 
McCammon,  Ford  Motor  Co.'s  vice- 
president  for  finance,  Ford  has  no  cur- 
rent plans  to  raise  its  base  prices.  But 
Ford  and  GM  have  been  testing  the  wa- 
ters by  trimming  rebates  and  other  in- 
centives on  select  1992  models.  On  Feb. 
5,  Ford  cut  its  rebates  on  the  Mustang 
and  the  Mercury  Grand  Marquis.  GM 
dropped  its  $.500  rebate  on  the  Chevy 
Beretta.  Only  Chrysler  Corp.  has  held 
rebates  about  the  same. 
SCARCE  PROFITS.  Initially,  Saturn  at- 
tributed its  increase  to  higher  costs. 
Baloney.  The  January  producer  price 
index  for  finished  goods,  excluding  vol- 
atile food  and  energy,  was  up  2.5% 
over  the  past  year.  But  the  price  of 
materials  and  components  for  manu- 
facturing actually  fell,  by  2.37'. 

When  pressed,  Saturn  execs  admit 
that  the  hikes  aren't  all  that  related  to 
raw  costs.  Says  Donald  W.  Hudler, 


DETROIT'S  PROBIEM 
WITH  riRST-TIME  BUYERS 

1991  MARKET  SHARE 
ALL  CARS 
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vice-president  for  Saturn's  sales,  ser- 
vice, and  marketing:  "As  good  as  we 
are,  we  don't  need  a  $1,500  to  $1,800 
price  edge  on  the  Japanese,  which  is 
where  we  would  be"  without  the  hike. 

Maybe  not.  Then  again,  the  differen- 
tial wasn't  quite  that  large.  A  Saturn 
SLl  compact  with  automatic  and  air 
conditioning  now  is  priced  $1,270  below 
a  comparable  Honda  Civic  DX.  But 
throw  in  the  Civic's  standard  driver- 
side  airbag,  which  Saturn  offers  as  a 
$625  option,  plus  hid- 
den dealer  incentives 
that  a  determined 
haggler  may  be  able 
to  convince  a  Honda 
dealer  to  kick  in,  and 
Saturn's  edge  nar- 
rows to  under  $150. 

There's  nothing 
wrong  with  taking- 
advantage  of  a  ri- 
val's higher  prices, 
of  course.  After  all, 
profits  have  been  as 
scarce  in  Detroit  re- 
cently as  running 
boards  on  Corvettes. 
Last  year,  the  Big 
Three  lost  some  $8 
billion.  With  car  sales  at  last  showing 
signs  of  rebounding,  it's  natural  for 
the  companies  to  trim  incentives  and 
even  raise  prices  a  bit. 
'TRY  AMERICAN.'  However,  hiking 
prices  on  entry-level  cars,  such  as  Sat- 
urn's SLl,  is  the  wrong  way  to  go. 
Detroit  lost  a  generation  of  first-time 
car  buyers  in  the  1970s  when  shoppers 
who  chose  Japanese  cars  got  nifty, 
fuel-efficient  models — and  those  who 
chose  Detroit  wheels  too  often  got  lem- 
ons. Now,  in  such  models  as  the  SLl 
and  Ford's  Escort,  Detroit  finally  has 
entry-level  cars  with  quality  and  fea- 
tures comparable  to  Japan's.  Yet,  the 
Big  Three's  market  share  in  this  seg- 
ment remains  quite  low  (chart). 

In  coming  weeks,  Detroit  should  se- 
lectively raise  prices,  as  the  market  al- 
lows, on  bigger  cars  and  trucks  but  not 
on  entry-level  models.  Such  a  strategy 
would  piggyback  smartly  with  the  na- 
tion's new  "Buy  American"  mood.  Says 
Ford's  McCammon:  "We  would  favor 
'Try  American.'  We  would  like  poten- 
tial buyers  to  try  ours,  try  theirs,  and 
compare."  Holding  the  line  on  small- 
car  ^prices  would  make  that  comparison 
even  more  compelling. 
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LEGAL  AFFAIRS  I 


DEBACLE  AT  DOW  CORNING: 
HOW  BAD  WILL  IT  GET? 


Lawsuits  by  implaiit  recipients  and  shai'eholders  could  cost  it  a  fortune 


The  comparisons  are  already  in  tiie 
air.  A.  H.  Robins  and  the  Dalkon 
Shield   contraceptive.  Manville 
Corp.  and  asbestos. 

Dow  Corning  Corp.  is  quickly  becom- 
ing the  latest  casualty  of  mounting  li- 
abiHty  woes.  Hundreds  of  women  are 
expected  to  file  suit  alleging  that  the 
Midland  (Mich.)  manufacturer  hid  the 
health  risks  of  its  silicone  gel  breast  im- 
plants. It  also  faces  a  barrage  of  share- 
holder class  actions  and  possible  govern- 
ment probes.  The  damage  suits  alone 
could  cost  the  company  hundreds  of  mil- 
lions of  dollars — against  a  business  that 
contributed  less  than  1'''  of  Dow  Cor- 
ning's  $1.84  billion  in  1991  revenues  and 
has  been  unprofitable  since  1986.  And 
because  many  believe  Dow  Corning  re- 
sponded slowly  to  safety  concerns,  the 
ultimate  tab  "will  be  much  higher  than 
if  they  faced  this  thing  determinedly  at 
the  outset,"  says  Harvey  L.  Pitt,  a  part- 
ner in  the  law  firm  of  P^ried,  Frank,  Har- 
ris, Shriver  &  Jacobson. 
OVERSEAS  CALLS.  The  big  question  is 
whether  the  volume  of  suits  will  drive 
Dow  Corning  into  filing  for  Chapter  11 
bankruptcy  protection.  Just  in  case,  law- 
yers are  researching  the  potential  liabil- 
ity of  Dow  Coming's  50-50  owners,  Dow 
Chemical  and  Corning.  Corning  says  it's 
not  responsible  for  the  joint  venture's 
liabilities,  while  Dow  Chemical  asserts 
that  as  a  shareholder  in  Dow  Corning, 
it's  not  liable  for  the  actions  of  that  com- 
pany. Dow  Corning  counters  liability 
worries  by  insisting  that  the  implants 
are  safe.  "The  costs  of  defending  our- 
selves are  going  to  be  significant, 
adds  J.  Kermit  Campbell,  group  vice- 
president  for  U.  S.  operations,  but 
"it's  not  something  we  can't  han- 
dle on  a  short-term  basis." 

That  may  be  so,  but  Dow 
Corning  is  still  at  great  i 
financial  risk,  especially 
from  suits  by  implant 
recipients  (table).  Dan  "MMlW^f 
Bolton,  a  San  Fran- 


cisco attorney  who  last  December  won  a 
judgment  against  Dow  Corning,  says 
there  are  close  to  1,000  such  cases 
against  implant  makers,  including  Dow 
Corning.  More  are  on  the  way.  Connecti- 
cut attorney  Karen  E.  Koskoff,  who  co- 
chairs  a  trial  lawyers'  breast-implant  liti- 
gation group,  reports  receiving  calls 
from  lawyers  around  the  world  seeking 
advice  on  filing  suit.  Dow  Coming's  na- 
tional breast-implant  counsel,  Frank  C. 
Woodside  HI,  says  the  company  has 
been  served  with  about  200  suits,  but 
"we  don't  have  all  of  them."  He  also 
says  "there's  going  to  be  more  suits,  no 
question  about  it,"  referring  to  the  Food 
&  Drug  Administration's  recent  hear- 
ings on  whether  to  ban  the  devices. 

Plaintiffs  got  their  biggest  boost  in 
December,  when  a  San  Francisco  jury 
agreed  with  Mariann  Hopkins  that  Dow 
Corning  knowingly  sold  her  a  defective 
implant  and  awarded  her  $7.3  million. 
The  only  other  verdict  against  Dow  Cor- 

DOW  CORHING'S 
MOUNTING  LEGAL  RISKS 


CRIMINAL  CHARGES 

Under  federal  criminal 
statutes  and  food  and  drug 
laws,  Dow  Corning  and 
its  executives  could  be  cfiarged 
with  rigging  or  hiding  data 


our- 
:t,"  . 


A 


i 


GOVERNMENT  AQION 

The  company  risks  civil  liability  under 
food  and  drug  laws  for  selling  or  shipping 
adulterated  or  misbranded  products.  Fines  could 
reach  $1  million,  and  the  implants  could  be  recalled 


ning  was  for  $1.7  million  in  1984, 
the  company  is  quietly  settling  ca 
And  it  took  a  $25  million  fourth-qua 
charge  to  pay  for  shutting  down  the 
plant  business.  The  charge  includec 
gal  fees. 

Shareholders  of  Corning,  which  | 
25%  of  its  profits  from  the  joint  vent 
are  also  running  to  court.  Large  aw 
to  implant  recipients  will,  of  cou 
damage  their  interests.  They  air 
took  a  bruising  on  Jan.  13,  when  Corr 
stock  fell  13'a  following  reports  of  in 
nal  Dow  Corning  documents  questioi 
the  implants'  safety.  Joseph  Reis; 
Corning  shareholder  from  New  York 
cently  filed  a  suit  seeking  class  ac 
status  accusing  Corning,  Dow  Chem 
and  Dow  Corning  of  violating  secur 
laws  by  failing  to  disclose  the  impla 
risks.  Corning  believes  the  case  is  w 
out  merit.  Dow  Chemical  claims  that 
shielded  from  liability. 
FELONY  CHARGE?  By  seeking  Chapter 
Dow  Corning  could  put  a  temporary 
to  the  private  litigation  and  resolve  al|i 
the  claims  simultaneously.  A.  H.  Rob' 
for  example,  sought  bankruptcy  proji 
tion  to  avoid  the  risk  of  multiple  pu; 
tive-damage   awards   over  its   Ihil V 
Shield  contraceptive.  Dow  Cornin.i^  - 
it  isn't  considering  bankruptcy.  Piii  : 
company  may  have  little  choice  if  -i: 
continue  to  flood  in  from  the  CiOn.k 
women  with  its  implants. 

Even  if  the  company  did  seek  liak 
ruptcy  protection,  it  would  still  risk  l^v 
ernment  civil  and  criminal  probes. 
Feb.  14,  Representative  Ted  Weiss 
N.  Y.),  chairman  of  a  subcommittee  o\i 
seeing  FDA  activities,  sent  the  Jusr 
Dept.  a  letter  requesting  an  investi; 
tion.  Weiss  says  documents  his  staff  e 
viewed  may  show  that  the  company  rs 
represented  its  safety  data  on  impla'i 
for  more  than  15  years.  If  that's  ti? 
Dow  Corning  could  be  charged  uitl. 
felony:  filing  false  reports  with  a  g> 
ernment  agency.  Meanwhile,  Los  A 
geles  County  District  Attorney  is 
Reiner  has  opened  his  own  criniii 
investigation  (box,  page  38). 
Manville  and  Robins,  which  bJ 
filed  for  Chapter  11, 


i  gek 
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the  only  role  models 
Dow  Corning.  Pfizer 
recently  set  up  a  ni 
nism  for  dealing 
damage  claims 
its     Shilev  1 


sum  BY  IMPUNT  RiaPIENTS 

dy  ItJsf  two  suits  filed  by  women  who  received  implants  and  later  suffered  health 
my  other  cases.  Hundreds;  of  siiJits  are  outstOndingv  IDGraages  cadd  ©cceed  $^Xi  mil 
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One  of  these  proposals  will  be  left  in  the  dust. 


You've  spent  months  on  a  proposal, 
complete  with  text,  photos  and  computer 
generated  material.  With  a  Canon  Color 
Laser  Copier,  you  can  be  sure  your  work 
will  go  the  distance. 
That's  because  with  a  Canon  Color  Laser  Copier  you 
can  produce  the  world's  best  digital  color  copies  and  trans- 
parencies. You  can  even  reduce  or  enlarge  images 
to  present  them  in  the  exact  size  you  want. 

COLOR  LASER  COPIERS 


Plus,  with  optional  equipment,  the  text  and  color 
images  you  generate  on  your  personal  computer  can  be 
printed  with  unsurpassed  quality 
Canon  Color  Laser 


Copiers.  If  you  think  you 
can't  afford  one,  maybe 
you  can't  afford  to  be 

Canon 


For  information,  call  1-800-OK-CANON. 


valves.  The  company  didn't  set  an  upper 
limit  on  its  liability,  though  its  best 
g'uess  is  around  $200  million,  including 
$80  million  for  medical  care  and  $75  mil- 
lion for  a  research  fund. 

The  Pfizer  settlement  seems  to  have 
caught  the  attention  of  Dow  Coming's 
new  CEO,  Keith  R.  McKennon.  He's  not 
only  promising  full  cooperation  with  the 
F\>A  but  also  is  talking  about  funding 


research  and  paying  the  medical  bills  of 
poor  women  whose  implants  must  be  re- 
moved. While  it's  probably  too  late  to 
keep  Dow  Coming's  name  off  the  list  of 
corporate  liability  disasters,  such  efforts 
could  help  restore  both  the  company's 
reputation  and  the  public's  trust. 

Bi/  Mic/icle  Galen,  with  John  A.  Byrne  in 
New  York,  Tim  Smart  i7i  Washington,  and 
David  Woodruff  in  Detroit 


THE  LA.  LAWMAN 
GUNNING  FOR  DOW  CORNING 


Ira  Reiner  isn't  really  the  Hollywood 
type,  though  one  day  he  did  do 
lunch  with  L.  A.  Lair  co-creator 
Terry  Louise  Fisher.  But  from  his 
perch  as  county  prosecutor,  the  56- 
year-old  Los  Angeles  County  District 
Attorney  has  gained  his  own  national 
reputation  for  taking  on  corporate 
powerhouses,  often  moving  in  ahead  of 
the  federal  government.  In  December, 
his  troops  won  the 
first  conviction  of  for- 
mer Lincoln  Savings 
&  Loan  head  Charles 
H.  Keating  Jr.  for 
fraudulently  selling 
millions  of  dollars  in 
worthless  junk  bonds. 

Now,  Reiner  is 
grabbing  the  limelight 
again — but  his  reach 
may  exceed  his  grasp. 
On  Jan.  30,  he  began  a 
criminal  probe  into 
whether  Dow  Coming 
Corp.  concealed  health 
risks  associated  with 
its  silicone  gel  breast 
implants.  The  investi- 
gation is  the  first  ma- 
jor test  of  a  year-old 
California  law  for  which  Reiner  lobbied 
vigorously.  The  measure,  the  toughest 
of  its  kind  in  the  country,  holds  execu- 
tives criminally  liable  for  workplace 
conditions  or  product  defects  that 
cause  harm  to  employees  or  consum- 
ers. Penalties  include  up  to  three  years 
in  the  can.  "There's  no  deterrent  like  a 
clank  of  a  jail  cell  closing  behind  you," 
says  Reiner.  Dow  Corning,  which  is 
cooperating  with  Reiner's  office,  says 
tlie  investigation  has  no  merit. 
POLITICAL  ASPIRATIONS.  Locking  up 
cor|Xjrate  .criminals  has  been  a  con- 
stant goal  of  Reiner's  since  he  was 
first  elected  D.A.  in  1984.  So  far,  his  of- 
fice has  won  more  than  230  convictions 
against  companies  violating  local  envi- 
ronmental laws  and  sent  36  executives 


REINER'S  REACH  COULD  EXCEED 
HIS  GRASP  ON  THIS  CASE 


to  jail.  Six  others  drew  jail  time  for 
manslaughter  when  safety  violations 
led  to  a  worker's  death.  No  other  local- 
ity has  even  come  close  to  Los  Angeles 
in  the  number  of  managers  that 
they've  sent  to  jail,  says  Joseph  A.  Kin- 
ney, executive  director  of  the  National 
Safe  Workplace  Institute. 

With  a  record  like  that,  it's  not  sur- 
prising critics  accuse  Reiner  of  tiying 
to  score  political 
points.  And  he  does 
aspire  to  higher  office. 
Last  year,  Reiner  lost 
the  Democratic  nomi- 
nation to  become  Cali- 
fornia's Attorney  Gen- 
eral. This  year,  he 
faces  three  challeng- 
ers in  the  June  Demo- 
cratic primary  for  Los 
Angeles  DA.  One  of 
them,  Head  Deputy 
District  Attorney  Gil- 
bert Garcetti,  also 
charges  that  Reiner 
offered  unnecessary 
plea  bargains  to  bol- 
ster his  conviction 
rate.  A  burly  man  who 
works  in  rolled  up 
shirt  sleeves,  Reiner  waves  away  such 
criticism  with  a  gruff  "No  comment." 

One  drawback  of  Reiner's  high-pro- 
file style  is  that  some  cases  end  up  as 
very  public  failures.  Dow  Corning 
could  be  one.  Reiner's  office  would 
have  to  prove  that  the  implant  maker's 
executives  knowingly  concealed  "a  se- 
rious danger"  and  did  so  after  the  cor- 
porate-crime law's  1991  passage. 
"Moreover,  there  is  a  serious  question 
as  to  whether  this  is  an  area  that  has 
been  preempted  by  the  federal  govern- 
ment," says  Warren  L.  Ettinger,  the 
Los  Angeles  attorney  who  represents 
the  company.  But  Reiner  isn't  sweat- 
ing. He's  betting  on  a  splashy  showing 
that  even  Hollywood  might  envy. 

By  Ronald  Grover  in  Los  Angeles 


COMPUTERS! 


WILL  ALPHA  STAR 
A  WAVE  FOR  DEC? 


The  company's  latest  revival  pi ; 
liinges  on  tliis  new,  superfast  ch 


igital  Equipment  Corp.  seems 
be  on  an  endless  search  fui  : 
way  out  of  its  slum^o.  Selling  o-' 
ers'  computers  and  technology  did' 
work.  Neither  did  cutting  overhead  a; 
the  payroll.  So  what's  a  $14  billion  r< 
pany  to  do?  Begin  anew,  and  dec  ph- 
to  do  just  that.  On  Feb.  25,  DEC  is  set 
unveil  its  latest  revival  plan  in  the  To ; 
of  a  tiny,   much-ballyhooed  compui; 
chip  called  Alpha.  Says  Peter  C.  C 
ham,  Alpha  program  business  manag- 
"We're  betting  our  future  on  Alpha.' 

A  reduced  instruction-set  compuiii. 
or  RISC,  chip,  Alpha  boasts  awesome  p- 
formance:  It  can  process  150  milliun  ■ 
structions  per  second  (MIPS) — doubk'  tl  I 
of  any  current  RISC  chip.  It  also  will  n 
all  sorts  of  software,  critical  since  DKi? 
counting  on  high-margin  software  sa^ 
to  boost  its  bottom  line. 

Alpha  will  first  appear  in  dec's  ai 
other  companies'  computers  early  ntt 
year,  dec  hopes  that  over  the  next  fi." 
years  Alpha-based  machines  will  accoit 
for  most  of  its  revenues.  Early  revies 
are  promising.  John  L.  Hennessy,  chf 
scientist  at  rival  .MIPS  Computer  Systei- 
Inc.,  labels  Alpha  "a  tour  de  force." 
AT  A  PRICE.  But  even  a  tour  de  force  m/ 
not  be  enough  in  this  hotly  competiti? 
market,  which  Alpha  is  entering  la. 
RISC  designs  from  IBM,  Hewlett-Packa  , 
MIPS,  and  Sun  Microsystems  are  \yi; 
for  computer-company  endorsemen . 
Sun  has  sold  its  design  to  compans 
making  everything  from  notebook  PCsj 
supercomputers.  Others  are  pumping  ) 
their  chips'  speed.  On  Feb.  18,  ' 
claimed  its  newest  chip  can  do  over  1) 
MIPS.  A  faster  version  is  in  the  worl. 
Since  DEC's  Alpha  has  been  designed  1: 
speed,  early  versions  will  cost  $3,-J3 
each — as  much  as  some  workstations. 

The  bottom  line:  Alpha  won't  put  D.: 
back  on  top.  But  it  could  stave  off  fi- 
ther  customer  defections.  Mired  in  5 
worst  slump  ever,  DEC's  midrange  co- 
puter  sales  are  eroding  so  fast  thatt 
now  faces  an  embarrassing  secoi 
straight  annual  loss — an  estimated  $1) 
million  for  the  year  ending  June 
Even  with  Alpha,  "it'll  be  hard  for  D'l 
to  rejuvenate,"  notes  Morgan  Stanley! 
C(.).  analyst  Steven  Milunovich.  If  hi? 
right,  count  on  another  DEC  revival  pk. 

By  Gary  MeWilliams  in  Bostf 
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WordPerfect 
users  prefer 

McrosoftWord 

forWndows. 


RESUl^SjECEMBERlsa 

WordPerfect 
•Windows 


Would  purchai 


In  a  recent 
test  conducted  by  the 
National  Software 
Testing  Labs,  nearly 
8  out  of  10  users  of 
WordPerfect  for  DOS 
preferred  Microsoft 
Word  for  Windows' 
2.0.  Which  didn't  sur- 
prise us.  Especially  when  they  discov- 
ered how  fast  Word  let  them  accomplish 


everyday  tasks.  And  how  easy  an  upgrade 
to  learn  and  use  Word  was  than  even 
WordPerfect  for  Windows.  To  take  advan- 
tage of  our  $129  upgrade  offer,*  simply 
call  (800)  323-3577;  Dept.  Y66.  We'll  also 
send  you  the  files  you  need  to  test  Word 
yourself.  If  you're  not  satisfied,  we'll  re- 
fund your  purchase  in  full.** 

Microsoft 


Offer  gml  )ar  cumni  hi  emce-.  of  WordPi-rlccl.  MulliMale?  WordStar*  MS"  Word  for  MS  DOS  •  and  DtsplayWnle"  PIrase  allow  2-4  weeks  for  delm-ry  upon  receipt  of  order  In  Murosoft  Offer  expires  3/31/92.  Uml  one  per  customer  Reseller  prices  ma\ 
fP,  fi  ^^''H'.  "1""""""''  '  *'/  .>""  "ol  satisfied  unlh  Word  for  any  reason,  return  the  product  to  Murosofi  mthm  90  dais  mth  proof  of  purchase  for  a  full  refimd  Offer  good  only  m  the  SO  United  States  To  receive  only  the  NSTL  test  results  In  the 
united  S  ales  call  1800)  323  J577.  Dept  Y6d  For  information  only  h  Canada,  call  (SOO)  563904S.  outside  the  US  and  Canada,  call  1206)  936-8661  ©  1992  Microsoft  Corporation' .W  rights  resenvd  Printed  in  the  USA.  Microsoft  MS  and  MS-DOS 
are  registered  trademarks  and  Windows  is  a  trademark  of  Murrosoft  Corporation.  WordPerfect  is  a  registered  trademark  of  WordHrfeet  Corp. 


Sun  SPARCstation  ELC 


Save  $5.  Gain  14  MIPS. 


•U  .S.  Ii.s(  price  fur  grayscale  display  with  diskless, 8MB  ut  mem(iry.  SHECmarks:  HP  Apollo,  :i4;  Sun,  SOAi.  MFLOPS:  HP  Apollo,  8,1;  Sun,  3. 
(yl!)!)2 Hewlett-Packard  Company  ADCSAVCOIS 


HP  Apollo  Series  700  Model  705 


Vith  the  new  HP  Apollo  Series 
'00  Model  705  RISC  workstation, 
'ou'll  also  gain  an  additional  13.7 
;PECmarks.*  And  5.4  MFLOPS.* 

)0,  while  the  difference  in  price 
s  just  a  pleasant  surprise,  the 
lifference  in  performance  is 
istonishing. 

Vnd  that  $5  savings  won't  short 
'ou  on  anything.  We've  designed 
he  Series  700  to  optimize  X-win- 
low  performance.  What's  more, 
)ur  Model  705  has  a  19"  gray- 


scale display  (Sun  only  offers  a 
17"  monochrome  display  on  the 
ELC).  And,  with  over  1,800  appli- 
cations already  available,  you're 
ready  to  get  up  and  running  fast. 

The  open  architecture  of  our 
workstations  also  lets  them  work 
smoothly  in  a  multivendor  envi- 
ronment. And, 
if  you  should 
need  our  help, 
HP's  worldwide 
support  is  at 
your  service. 


SI 


So  caU  1-800-637-7740,  Ext.  2789. 

We'll  show  you  a  very  fast  way  to 
save  money. 


HEWLETT 
PACKARD 


>rWBiniT3.'rm 
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STRATEGIES  I 


BASS  CAN'T  GET  COMFORTABLE 
AT  HOLIDAY  INNS 


Will  a  lawsuit  and  a  quality  push  rescue  the  brewer's  investment? 


ot  so  long  ago,  British  brewer 
I  lass  PLC  was  confidently  talking 
al)0ut  pouring  $1  billion  in  cash 
into  Holiday  Inn.  The  goal?  To  spiff  up 
the  chain's  aging  network  of  1,600  ho- 
tels. But  now  Bass  is  singing  a  different 
tune.  A  lawsuit  it  filed  recently  in  U.  S. 
District  Court  in  New  York  claims  the 
$2.25  billion  it  spent  to  complete  the 
buyout  of  the  chain  from  Promus  Com- 
panies Inc.  was  a  bum  deal. 

The  suit  is  the  latest  difficulty  in 
Bass's  attempt  to  diversify  from  beer  to 
beds — an  effort  it  accelerated  in  1987 
with  its  first  investment  in  Holiday  Inn 
Worldwide.  By  1990,  Bass  had  spent  $2.8 
billion  to  fully  acquire  the  hotel  chain's 
l)rand  name  and  franchising  rights.  It 
tfuickly  launched  a  plan  to  stiibilize  and 
improve  its  core  Holiday  Inns, 
while  emphasizing  growth  in 
its  tony  Crowne  Plaza  and 
cut-rate  Express  hotels. 

But  with  the  hotel  business 
in  a  tailspin,  those  lofty  goals 
aren't  looking  so  good.  The 
recession  and  higher  airfares 
cut  into  demand.  And  the  in- 
dustry's building  boom  during 
the  1980s  created  a  glut  of 
rooms.  "Holiday  Inn  is 
squeezed  in  a  no-man's  land," 
says  Christopher  W.  Wick- 
ham,  an  analyst  with  Lehman 
Brothers  International  in  Lon- 
don. He  figures  the  chain  is  in 
a  double  bind:  It  has  an  un- 
even quality  image  with  busi- 
ness travelers  and  charges 
room  rates  that  some  vaca- 
tioners are  reluctant  to  pay.  A 
Bass  spokesman  disagrees: 
"The  image  perception  of  the 
brand  is  still  very  strong." 
SOLD  HIGH.  Instead  of  being 
the  bonanza  Bass  expected. 
Holiday  Inn  has  become  a 
drag  on  its  bottom  line.  Reve- 
nue from  Bass's  hotel  grouji 
fell  9..")%,  to  just  under  $1  bil- 
lion, in  the  fi.scal  year  ended 
Sei)t.  :iO.  Operating  profit 
slumped  6.4'/  from  the  year 
earlier,  to  $180  million  (table). 
"Whether  it's  luck  or  genius, 
Promus  sold  at  the  absolute 
top  of  the  lodging  market," 
observes  analyst  Napoleon  H. 
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Overton  at  Morgan  Keegan  &  Co.  in 
Memphis. 

But  Bass  argues  in  its  suit  that  Pro- 
mus got  top  price  because  it  withheld 
critical  information.  Neither  company 
will  discuss  the  suit.  However,  Graeme 
Eadie,  an  analyst  at  County  NatWest 
Securities  Ltd.  in  Edinburgh,  Scotland, 
estimates  that  Bass  wants  some  $50  mil- 
lion to  $70  million  from  Promus. 

The  brewer  contends  that  Promus 
failed  to  disclose  an  ongoing  Federal 
Trade  Commission  probe  into  Holiday 
Clubs  International,  a  now-defunct  unit 
that  arranged  time-share  vacations  at 
Holiday  Inn  resorts.  The  suit  also  cites  a 
dispute  over  whether  Promus  may  open 
a  hotel  within  a  mile  of  San  Francisco's 
Holiday  Inn  Union  Square. 


HOLIDAY  INN  HEADACHES 


lOUSY  RETURN  Bass  PLC  invested  $2.8  billion  to  buy  Holiday  inn, 
which  last  year  had  worldwide  operating  profits  of  just  $1 80  mil- 
lion, down  6.4%  from  1990 


POOR  PROPERTIES  Some  hotel-watchers  say  40  %  of  the  1,400 
Holiday  Inns  in  the  U.S.  are  aging  badly,  with  outdated  decors, 
fraying  carpets,  and  sagging  beds 


CREDIT  CRUNCH  Many  banks  are  shying  away  from  making  loans 
to  hotels  for  renovations.  That  may  force  Bass  into  acting  as  a 
banker  to  extend  credit  to  its  franchisees 


OCCUPANCY  SLUMP  Thanks  to  a  hotel-room  glut  and  the  reces- 
sion. Holiday  Inn's  U.S.  occupancy  rate  in  1991  edged  down  to 
62%,  vs.  63%  in  1990 


To  try  to  recoup  Bass's  investmto 
Holiday  Inn  CEO  Bryan  D.  Langtor 
Bass  appointee,  is  boosting  the  b 
royalty  fee  the  chain  charges  new  fi 
chisees  from  4%  to  5%  of  gross  n 
revenue.  Langton  also  has  hired  for 
Days  Inns  of  America  Inc.  President 
chael  Leven  and  put  him  in  charge 
accelerating  franchise  signings. 
DRASTIC  STEPS.  But  Consultants 
competitors  contend  that  Bass  need; 
take  far  more  drastic  steps  to  rev£ 
the  chain's  quality  image.  They  thin 
ought  to  terminate  iQ7'  of  the  compai 
1,300  U.  S.  franchisees  for  falling  be 
minimal  standards.  Bass  says  it  " 
been  concentrating  on  changing  the 
ture  of  the  business." 

These  days,  franchisees  who  want 
upgrade  are  stymied  by  the  hotel  cr 
crunch.  That's  why  Darryl  G.  LaPoi 
president  of  Highpointe  Hotel  Corp 
Gulf  Breeze,  Fla.,  and  a  former  pi 
dent  of  the  Holiday  Inn  franchisee  a; 
ciation,  is  asking  the  chain  to  set  u 
fund  to  provide  capital  for  renovatio 
But  the  recession  has  caused  B 
to  slow  down  capital  spending  pic 
including  the  $1  billion  that  it 
planned  to  put  into  Holi 
Inn  improvements.  "W« 
moved  the  time  scale  ou 
bit,"  says  the  Bass  spol 
man.  "We'll  probably  comit 
that  sort  of  level,  but  ove  a 
longer  period." 

Boosting  profits  at  Holi(?j 
Inn  may  take  a  lot  hn^i. 
That  could  be  trouble  ii 
Bass,  which  is  also  dealijg 
with  the  sagging  fortunesjl 
its  beer  business.  Bass 
mains  the  No.  1  brewi  i-  i 
Britain.  But  British  beer 
overall  fell  last  year,  uo 
Bass's  sales  dropped  3..'' 
Worse,  Bass  reported  tin 
sales  in  its  own  pubs  sanl.a 
sharp  97'  in  the  fourth  qvT- 
ter.  Bass  suffered  anot'si 
blow  in  late  January  when  te. 
largest  Holiday  Inn  frami 
see  in  the  U.  K.  annouii 
that  it  was  converting  its  -J 
hotels  to  the  Marriott  nai3- 
plate.  One  large  Ameri(ir 
franchisee  says  he's  also  ml 
ing  such  a  change.  New  s  1  ^ 
that  doesn't  exactly  fit  wl 
Bass's  vision  of  a  rapid  Hi- 
day  Inn  expansion.  But  is 
*i  I  Bass  has  learned,  the  rules*! 
the  hotel  game  can  change  s 
^«  quickly  as  the  guests, 
is.   ^  By  Chuck  Haivkiiisi> 

■w^'  Athnita  and  Mark  Mareinntnti 
London,  with  Alice  Cunco  n 
San  Francisco 


PORTRAIT  OF  A  QUITTER 


.buLit  six  years  a.qo,  I  decided  to  stop  smoking.  So  I  tried  cold  turkey.  It  seemed  to  work 
for  a  while.  But  within  three  nmnths,  my  wife  caught  me  sneaking  cigarettes  out  the  bathroom  window. 


QUITE  FRANKLY,  I  NEVER  THOUGHT 

I  COULD  REALLY  GIVE  UP  SMOKING.    , .  y 


Then,  my  doctor  suggested  a  new  approach  that  included  the  Habitrol'"  (nicotine)  patch. 
Habitrol  is  a  skin  patch.  When  used  as  part  of  a  comprehensive  smoking  cessation  program,  it  has  been 
clinically  proven  to  significantly  increase  the  chances  of  quitting  by  relieving  the  craving  for  nicotine. 

In  addition  to  the  smoking  cessation  program,  1  was  given  a  tree  kit.  The  kit  includes  tips 
on  getting  through  the  rough  times  and  an  audio  tape  for  relaxation  and  motivation.  My  doctor  is  a  big 
support  as  well.  He  even  gave  me  a  list  of  support  groups  I  could  attend. 

Of  course,  Habitrol  won't  work  for  everyone.  Only  your  doctor  can  determine  if  it's  right 
for  you.  If  you're  pregnant  or  suffer  from  any  serious  disease,  be  sure  to  tell  your  doctor.  The  most 
common  side  effect  is  skin  irritation. 

If  you're  really  determined  to  quit,  ask  your  doctor  about  Habitrol  therapy.  Or  call 
1-800-YES-U-CAN,  for  more  information,  today. 

If  you're  tired  of  quitting  and  failing,  this  could  be  your  chance.  NEW 

If  YouyE  got  the  will,  now  you  can  have  the  power.  Habitrol 

(nicotine) 


BASEL 
liSi  Pharmaceuticals 

>vis«n  rji  ClBA-GElGi'  Cotpofalion 
^mmil  New  Jersey  07901 


See  b'lel  summafy  ol  Prescribing  Inlnimalion  an  nexl  page 


Habitrol " 
(nicotine) 

Transdermal  Therapeutic  System 

Systemic  delivery  at  21 , 14.  or  7  mg/day  over  24  hours 

BRIEF  SUMMARY.  FOR  FUU  PRESCRIBING  INFORMATION  SEE  PACKAGE 
INSERT. 

INDICATIONS  AND  USAGE 

Hjbilinl  liedlmenl  is  indicaled  ds  an  aid  lo  smoking  cessalion  lor  (he  reliel  ol  nico- 
line  willidrawal  symploms  Habilrol  IrealmenI  should  be  used  as  a  pari  ol  a  com- 
prehensive behavioral  smoking  cessalion  program 

The  use  ol  Habilrol  systems  lor  longer  than  3  monlhs  has  nol  been  sludied 
CONTRAINDICATIONS 

Use  ol  Habilrol  systems  is  conlraindicaled  in  palienis  wilh  hypersensilivity  oi  aller- 
gy lo  ntcoline  oi  lo  any  ol  Ihe  componenis  ol  Ihe  Iherapeulic  system 
WARNINGS 

Nicoline  Irom  any  source  can  be  loxic  and  addiclive  Smoking  causes  lung  cancer, 
hean  disease  emphysema  and  may  adversely  allecl  Itie  telus  and  Ihe  pregnani  woman 
For  any  smoker,  wilti  or  wilhoul  concomilani  disease  or  pregnancy,  Ihe  risk  ol  nicoline 
replacemeni  in  a  smoking  cessalion  program  should  be  weighed  againsi  Ihe  hazard  ol 
conlinued  smoking  while  using  Habilrol  systems,  and  Ihe  likelihood  ol  achieving  ces- 
salion ol  smoking  wilhoul  nicoline  replacemeni 
Pregnancy  Warning 

Tobacco  smoke  which  has  been  shown  lo  be  harmlul  lo  Ihe  lelus,  conlains 
nicoline,  hydrogen  cyanide,  and  carbon  monoxide  Nicoline  has  been  shown  in 
animal  sludies  lo  cause  lelal  harm  II  is  Iherelore  presumed  lhal  Habilrol  Ireal- 
menI can  cause  telal  harm  when  adminislered  lo  a  pregnani  woman  The  ellecl 
ol  nicoline  delivery  by  Habilrol  systems  tias  nol  been  examined  in  pregnancy 
(see  PRECAUTIONS,  Olher  Ellecis)  Therelore  pregnani  smokers  should  be 
encouraged  lo  altempi  cessalion  using  educalional  and  behavioral  interven- 
lions  beloie  using  pharmacological  approaches  II  Habilrol  Iherapy  is  used 
during  pregnancy,  or  il  Ihe  palieni  becomes  pregnani  while  using  Habilrol 
IrealmenI,  Ihe  palieni  should  be  apprised  ol  Ihe  potenlial  hazard  lo  Ihe  lelus 
Safety  Note  Concerning  Children 

The  amounis  ol  nicoline  lhal  are  lolerated  by  adull  smokers  can  produce  symploms 
ol  poisoning  and  could  prove  lalal  il  Habilrol  systems  are  applied  or  ingested  by 
children  or  pels  Used  21  mg/day  systems  contain  aboul  60%  (32  mg)  ol  Iheir  ini- 
lial  drug  conlenl  Therelore,  palienis  should  be  cautioned  lo  keep  both  used  and 
unused  Habilrol  systems  out  ol  Ihe  reach  ol  children  and  pels 
PRECAUTIONS 
General 

The  palieni  should  be  urged  lo  slop  smoking  completely  when  initialing  Habilrol 
Iherapy  (see  DOSAGE  AND  ADMINISTRATION)  Patients  should  be  intotmed  lhal  it 
they  continue  to  smoke  while  using  Habilrol  systems,  they  may  experience  adverse 
ellecis  due  lo  peak  nicotine  levels  highei  than  those  experienced  Irom  smoking 
alone  It  there  is  a  clinically  signiticant  increase  in  cardiovascular  or  other  eltects 
attributable  to  nicotine.  Ihe  Habitrol  dose  should  be  reduced  or  Habilrol  treatment 
discontiriued  (see  WARNINGS)  Physicians  should  anticipate  thai  concomilani 
medications  may  need  dosage  ad|uslment  (see  Drug  Interactions) 

The  use  ol  Habitrol  systems  beyond  3  monlhs  by  patients  who  stop  smoking 
should  be  discouraged  because  the  chronic  consumption  ol  nicotine  by  any  route 
cjn  be  harmlul  and  addicting 

Allergic  Beaclioiis:  In  a  6-week  open-label  dermal  irritation  and  sensitization 
study  ol  Habilrol  systems,  22  ol  220  patients  exhibited  detinile  erythema  at  24 
hours  alter  applicalion  Upon  rechallenge,  3  patients  exhibited  mild-lo-moderate 
contact  allergy  Patients  with  contact  sensitization  should  be  cautioned  lhal  a  sen  - 
ous  (eaclion  could  occur  Irom  exposure  lo  olher  nicotine-conlaining  products  or 
smoking  In  the  etiicacy  trials,  erythema  tollowing  system  removal  was  typically 
seen  in  about  17%  ol  palienis,  some  edema  m  4%  and  dropouts  due  to  skin  reac- 
tions occurred  rn  6%  ol  patients 

Patients  should  be  inslrucled  to  promptly  disconlinue  the  Habitrol  IrealmenI 
and  contact  their  physicians  it  they  experience  severe  oi  persisteni  local  skin  reac- 
tions al  the  site  ol  application  (e  g ,  severe  erythema,  pruritus  or  edema)  or  a  gen- 
eralized skin  leaclion  (e  g  urticaria  hrves  m  generalized  rash) 
Skin  Disease:  Habilrol  systems  are  usually  well  tolerated  by  patients  with  normal 
skin  but  may  be  irritating  lor  patients  with  some  skin  disorders  (atopic  or  eczema- 
lous  dprmatilis) 

Cardiovascular  or  Peripheral  Vascular  Diseases:  The  risks  ol  nicotine 

replaf  pmeni  m  palienis  with  i.pitain  cardiovascular  and  peripheral  vascular  dis- 
eases should  be  weighed  against  Ihe  benelils  ol  including  nicoline  replacement  in 
a  smoking  cessation  program  lor  Ihem  Specilically  palienis  with  coronary  heart 
disease  (history  ol  myocardial  inlaiclion  and/or  angina  pectoris),  serious  cardiac 
arrhythmias  or  vasospaslrc  diseases  (Buerger's  disease,  Prinzmetal's  variant  angi- 
nal should  be  caretully  screened  and  evaluated  betore  nicotine  leplacemenl  is  pre- 
scribed 

Tachycardia  occurring  in  association  with  the  use  ol  Habilrol  IrealmenI  was 
reported  occasionally  It  serious  cardrovascular  symploms  occur  wrth  Habilrol 
IrealmenI  it  should  be  disconlinued 

Habitrol  IrealmenI  should  generally  nol  be  used  rn  patients  during  Ihe  immedi- 
ate posi  myorardiat  inlarclion  period  patients  with  serious  arrythmias,  and 
palipii! ,  A  I*  '.-vK- wnr,priing  angina  pecloiis 
Renal  or  Hepatic  Insufticiencf:  The  phatmacokinelics  ol  nicotine  have  not 

bixn  ■.X'h'r: '   It.  I    in  patients  with  renal  or  hepatic  impairmeni 

However  given  lhal  nicotine  is  extensively  metabolized  and  thai  its  lolal  system 
clearance  is  dependent  on  liver  blood  How  some  intluence  ol  hepatic  impairment 
on  drug  kinetics  (reduced  clearance)  should  be  anticipated  Only  severe  renal 
rmpairmeni  would  be  expected  to  attecl  Ihe  clearance  ol  nicotine  or  its  metabolites 
Irom  Ihe  circulatron  (See  CLINICAL  PHARMACOLOGY  Pharmacokinetics) 
Endocrine  Diseases:  Habilrol  treatment  should  be  used  with  caution  in 
patients  with  hypcrlhyroidism,  pheochromocyloma  or  insulin-dependeni  dia- 
betes since  nicotine  causes  Ihe  release  ol  catecholamines  by  the  adrenal  medul- 
la 

Peptic  Ulcer  Disease:  Nicotine  delays  healing  in  peptic  ulcer  disease,  therelore. 
Habitnil  li",)lmeni  should  be  used  with  caulion  in  palienis  with  active  peptic  ulcers 
and  uiiiy  when  the  bpnelits  ol  including  nicoline  replacement  in  a  smoking  cessa- 
lion [jroyrain  injtwPiqh  tbe  risks 

Accelerated  Hypertension:  Nicotine  conslilutes  a  risk  taclor  tor  development 
ol  malignant  hypertension  in  palienis  wilh  accelerated  hypertension,  therelore 
Habilrol  treatment  should  t*  used  wrth  caulion  in  these  patients  and  only  when  Ihe 
benelils  ol  including  nicoline  replacement  in  a  smoking  cessation  program  oul- 
wcigh  Ihe  risks 
Information  for  Patients 

A  p.ilieni  instruction  sheel  is  included  in  the  package  ol  Habitrol  systems  dis- 
pensed lo  Ihe  palieni  II  conlains  important  inlormalion  and  instruclions  on  how  lo 
use  and  dispose  ol  Habitrol  systems  properly  Patients  should  be  encouraged  to 
ask  guestions  ol  the  physician  and  pharmacist 

Patients  must  be  advised  to  keep  bolh  useil  and  unused  systems  out  ol  the  reach  ol 


children  and  pels 
Drug  Interactions 

Smoking  cessation,  with  or  without  nicotine  replacement,  may  alter  the  pharma- 
cokinetics ol  certain  concomilani  medications 
May  Require  a  Decrease  in 


Dose  at  Cessation  of  Smoking 

A(p'..ii:  .noplvii  Ldllpine 
imipramine.  oxazepam 
pentazocine,  propranolol 
theophylline 

Insulin 


Possible  Mechanism 

Deinduclion  ol  hepatic 
enzymes  on  smoking 
cessation 


Increase  ol  subculaneous 
insulin  absorption  with 
smoking  cessation 

Decrease  in  circulating 
catecholamines  with 
smoking  cessation 

Possible  Mechanism 

Decrease  in  circulating 
catecholamines  with 
smoking  cessation 


Adrenergic  antagonists 
(e  g  ,  prazosin,  labetalol) 

May  Require  an  Increase  In 
Dose  at  Cessation  of  Smoking 

AdieiifigiL  jguiir:t 
|e  g ,  isoproterenol 
phenylephrine) 

Carcinogenesis,  Mutagenesis,  Impairment  of  Fertility 

Nicotine  itsell  does  nol  appear  to  be  a  carcinogen  in  laboratory  animals  However, 
nicoline  and  its  melaboliles  increased  Ihe  incidence  ol  lumors  m  Ihe  cheek  pouch- 
es ol  hamsters  and  loreslomach  ol  F344  rats,  respectively,  when  given  in  combina  ■ 
lion  with  tumor-iniliators  One  study,  which  could  nol  be  replicated,  suggested  that 
cotinine,  the  primary  melabolite  ol  nicotine,  may  cause  lymphorelicular  sarcoma  m 
Ihe  large  intestine  in  rats 

Nicotine  and  colinine  were  nol  mutagenic  in  Ihe  Ames  Salmonella 
lest  Nicotine  induced  reparable  DNA  damage  in  an  f  coli  tesi  system  Nicotine 
was  shown  lo  be  genoloxic  m  a  test  system  using  Chinese  hamster  ovary  cells  In 
rats  and  rabbits,  implantation  can  be  delayed  or  inhibited  by  reduction  m  DNA  syn- 
thesis that  appears  lo  be  caused  by  nicotine  Studies  have  shown  a  decrease  m  litter 
size  in  rats  treated  with  nicotine  during  gestation 
Pregnancy  Category  D  (see  WARNINGS) 

The  harmlul  ellecis  ol  cigarette  smoking  on  maternal  and  telal  health  are  clearly 
established  These  include  low  birth  weight,  an  increased  risk  ol  spontaneous 
abortion,  and  increased  perinatal  mortality  The  specitic  eltects  ol  Habilrol  Ireal  - 
meni  on  telal  development  are  unknown  Therelore,  pregnani  smokers  should  be 
encouraged  lo  altempi  cessalion  using  educational  and  behavioral  interventions 
betore  using  pharmacological  approaches 

Spontaneous  abortion  during  nicotine  replacemeni  Iherapy  has  been  reported 
as  wilh  smoking,  nicotine  as  a  contributing  iaclor  cannol  be  excluded 

Habitrol  treatment  should  be  used  during  pregnancy  dniy  rl  the  likelihood  ol 
smoking  cessation  luslilies  Ihe  potential  risk  ol  use  ol  nicoline  replacemeni  by  the 
patient,  who  may  continue  to  smoke 
Teratogenicity 

Animal  Sludies:  Nicotine  was  shown  lo  produce  skeletal  abnormalilies  in  the  olt- 
spii'n;  '  "I!!  I  Ahen  given  doses  toxic  lo  Ihe  dams  (25  mg/kg/day  IP  or  SO 
Human  Studies:  Nicotine  teratogenicity  has  not  been  sludied  in  humans  except 
as  a  component  ol  cigarelle  smoke  (each  cigarette  smoked  delivers  about  1  mg  ol 
nicotine)  II  has  nol  been  possibte  lo  conclude  whether  cigarette  smoking  is  terato- 
genic lo  humans 
Other  EHecIs 

Animal  Studies:  A  nicotine  bolus  (up  to  2  mg/kg)  lo  pregnant  rhesus  mon- 
keys caused  acidosis,  hypercardia  and  hypotension  (telal  and  maternal  con- 
centralions  were  aboul  20  times  those  achieved  alter  smoking  1  cigarette  in  5 
minutes)  Fetal  breathing  movements  were  reduced  in  Ihe  telal  lamb  alter 
intravenous  iniection  ol  0  25  mg/kg  nicotine  lo  Ihe  ewe  (equivalent  lo  smok- 
ing 1  cigarette  every  20  seconds  lor  5  minutes)  Uterine  blood  How  was 
reduced  about  30%  alter  inlusion  ol  0  1  mg/kg/min  nicotine  lor  20  minutes  lo 
pregnant  rhesus  monkeys  (equivalent  to  smoking  aboul  6  cigarettes  every 
minute  lor  20  minutes) 

Human  experience:  Cigarette  smoking  during  pregnancy  is  associated  with  an 
increased  risk  ol  sponlaneous  abortion,  low-birth-weight  inlanis  and  perinatal  mor- 
tality Nicotine  and  carbon  monoxide  are  considered  the  most  likely  mediators  ol 
these  outcomes  The  eltects  ol  cigarette  smoking  on  telal  cardiovascular  parameters 
have  been  sludied  near  term  Cigarelles  increased  telal  aortic  blood  How  and  heart 
rale,  and  decreased  uterine  blood  How  and  lelal  breathing  movements  Habitrol 
treatment  has  nol  been  sludied  in  pregnani  humans 
Labor  and  Delivery 

Habilrol  systems  are  not  recommended  to  be  left  on  during  labor  and  delivery  The 
ellecis  ol  nicotine  on  the  mother  or  the  lelus  during  labor  are  unknown 
Nursing  Mothers 

Caution  should  be  exercised  when  Habilrol  therapy  is  administered  to 
nuising  women  The  safety  ol  Habilrol  treatment  in  nursing  mlants  has  not 
been  examined  Nicotine  passes  treely  into  breasi  milk,  Ihe  milk-to-plasma 
ratio  averages  2  9  Nicotine  is  absorbed  orally  An  inlant  has  the  ability  to 
clear  nicotine  by  hepatic  lirst-pass  clearance,  however,  Ihe  elliciency  ol 
removal  is  probably  lowest  al  birth  The  nicotine  concentrations  m  milk  can 
be  expected  lo  be  lower  wilh  Habitrol  treatment  when  used  as  directed  than 
with  cigarelle  smoking,  as  maternal  plasma  nicotine  concentrations  are 
generally  reduced  with  nicotine  replacemeni  The  risk  ol  exposure  ol  the 
inlant  to  nicotine  Irom  Habilrol  systems  should  be  weighed  against  Ihe 
risks  associated  with  the  mlant  s  exposure  lo  nicotine  Irom  continued 
smoking  by  Ihe  mother  (passive  smoke  exposure  and  contamination  ol 
breasi  milk  with  olher  componenis  ol  tobacco  smoke)  and  Irom  Habilrol 
systems  alone  or  in  combination  with  continued  smoking 
Pediatric  Use 

Habitrol  systems  are  not  recommended  lor  use  in  children  because  Ihe  salety  and 
eltecliveness  ol  Habilrol  IrealmenI  in  children  and  adolescents  who  smoke  have  nol 
been  evaluated 
Geriatric  Use 

Forty -eight  patients  over  the  age  ol  60  participated  in  clinical  Irials  ol  Habilrol  ther- 
apy Habitrol  therapy  appeared  to  be  as  eltective  in  this  age  group  as  in  younger 
smokers 

ADVERSE  REACTIONS 

Assessment  ol  adverse  events  in  the  792  patients  who  participated  in  controlled 
clinical  trials  is  complicated  by  the  occurrence  ol  Gl  and  CNS  eltects  ol  nicotine 
withdrawal  as  well  as  nicotine  excess  The  actual  incidences  ol  both  are  conlound- 
ed  by  concurrent  smoking  by  many  ol  Ihe  patients  In  Ihe  trials  when  reportrng 
adverse  evenis,  Ihe  invesligalors  did  nor  attempt  lo  identity  the  cause  ol  the  symp- 
tom 

Topical  Adverse  Events 

The  most  common  adverse  event  associated  with  topical  nicotine  is  a  short-lived 
erythema,  pruritus,  or  burning  al  the  application  site,  which  was  seen  at  least  once 


in  35%  o(  patients  on  Habitrol  treatment  rn  Ihe  clinical  trials  Local  erythema  atte^ 
system  removal  was  noted  al  least  once  in  17%  ol  patients  and  local  edema  in  4' 
Erythema  generally  resolved  within  24  hours  Cutaneous  hypersensilivity  (conlac 
sensitization)  occurred  in  2%  ol  palienis  on  Habitrol  treatment  (see  PRECAU- 
TIONS, Allergic  Reactions) 
Probably  Causally  Related 
The  lollowmg  adverse  evenis  were  reported  more  treguently  in  Habilrol-treated  patient; 
ttian  in  placebo-treared  patients  or  exhibited  a  dose  response  in  clinical  trials 
Digestive  system  -  Diarrhea',  dyspepsia' 
MouthAoolh  disorders  -  Dry  mouth 
Musculoskeletal  system  -  Arthralgia',  myalgia' 
Nervous  system  -  Abnormal  dreamst ,  somnolencet 
Frequencies  lor  21  mg/day  system 
■Reported  in  3%  to  9%  ol  patients 
tReported  m  1%  to  3%  ol  patients 
Unmarked  it  reported  in  <  1%  ol  palienis 
Causal  Relationship  Unknown 

•Adverse  events  reported  in  Habilrol-  and  placebo-treated  palienis  al  aboul  Ihe 
same  Ireguency  in  clinical  Irials  are  listed  below  Ttie  clinical  signilicance  ol  the 
association  between  Habilrol  lieatment  and  these  events  is  unknown,  but  Ihey  are 
reported  as  alerting  rnlormalion  tor  the  clinician 
Body  as  a  whote  -  Allergyt,  back  paint 
Cartiiovascular  system  -  Hypertensiont 
Digestive  system  -  Abdominal  paint,  conslipationt,  nausea',  vomiting 
Nervous  system  -  Dizziness",  concentration  impairedt,  headache  (t7%),  insomnia' 
Respiratory  system  •  Cough  increasedt  pharyngitist,  sinusilist 
Urogenital  system  -  Dysmenorrhea' 
Frequencres  lor  21  mg/day  system 
■Reported  in  3%  lo  9%  ol  patients 
tReported  in  1%  lo  3%  ol  patients 
Unmarked  it  reported  in  <  1%  ol  palienis 
DRUG  ABUSE  AND  DEPENDENCE 
Habitrol  systems  are  likely  to  have  a  low  abuse  potential  based  on  ditterences  belwei 
it  and  cigarettes  in  tour  characteristics  commonly  considered  impodant  in  conlributn 
lo  abuse  much  slower  absorplion,  much  smaller  lluctualioiis  in  blood  levels  lower 
blood  levels  ol  nicotine,  and  less  Irequent  use  (i  e  once  daily) 

Dependence  on  nicotine  polacrilex  chewing  gum  replacemeni  therapy  has  beet 
reported  Such  dependence  might  also  occur  Irom  Iransterence  to  Habilrol  systeo' 
ol  tobacco-based  nicotine  dependence  The  use  ol  Ihe  system  beyond  3  months 
has  nol  been  evaluated  and  should  be  discouraged 

To  minimize  the  risk  ol  dependence,  patients  should  be  encouraged  lo  withdraw 
gradually  Irom  Habilrol  lieatment  alter  4  lo  8  weeks  ol  usage  Recommended  dose 
reduclion  is  lo  progressively  decrease  the  dose  every  2  to  4  weeks  (see  DOSAGE  AN 
ADMINISTRATION) 
OVERDOSAGE 

The  eHecIs  ol  applying  several  Habilrol  systems  simullaneously  or  ol  swallow^ 
mg  Habitrol  systems  are  unknown  ( see  WARNINGS.  Safety  Note  Concerning 
Children) 

The  oral  I  D^j  lor  nicotine  in  rodents  varies  with  species  but  is  in  excess  ol  24 
mg/kg.  death  is  due  lo  respiratory  paralysis  The  oral  minimum  lethal  dose  ol  nic( 
tine  in  dogs  is  greater  than  5  mg/kg  The  oral  minimum  acute  lelhal  dose  tor  nico 
tine  in  human  adults  is  reported  to  be  40  to  60  mg  (.:1  mg/kg) 

Two  or  three  Habilrol  30 cm-'  systems  in  capsules  ted  to  dogs  weighing8-17k 
were  emetic,  but  did  not  produce  any  other  signiticant  clinical  signs  The  adminis 
trail  on  ol  these  patches  corresponds  lo  about  6-17  mg/kg  ol  nicotine 

Signs  and  symploms  ol  an  overdose  ol  Habilrol  systems  would  be  expecle 
to  be  Ihe  same  as  those  ol  acute  nicotine  poisoning  including  pallor  cold 
sweat  nausea  salivation,  vomiting,  abdominal  pain  diarrhea,  headache,  dizzi 
ness.  disturbed  hearing  and  vision,  Iremor,  mental  contusion,  and  weakness 
Prostration,  hypotension,  and  respiratory  tailuie  may  ensue  wilh  large  over- 
doses Lethal  doses  produce  convulsions  quickly  and  death  lollows  as  a  tesul 
ol  peripheral  or  central  respiratory  paralysis  or,  less  trequently.  cardiac  tailurf 
Overdose  From  Topical  Eiposure 
The  Habitrol  system  should  be  removed  immediately  it  the  patient  shows  signs  ol 
overdosage  and  Ihe  patient  should  seek  immediate  medical  care  The  skin  surface 
may  be  Hushed  with  water  and  dried  No  soap  should  be  used  since  it  may 
increase  nicotine  absorption  Nicotine  will  continue  lo  be  delivered  into  the  blood 
stream  lor  several  hours  (see  CLINICAL  PHARMACOLOGY.  Pharmacokinetics) 
alter  removal  ol  the  system  because  ol  a  depot  ol  nicoline  in  Ihe  skin 
Overdose  From  Ingestion 

Persons  ingesting  Habitrol  systems  should  be  reterred  lo  a  health  care  lacilily  lot 
management  Due  to  the  possibility  ol  nicotine-induced  seizures,  activated  char- 
coal should  be  administered  In  unconscious  patients  with  a  secure  arrway,  inslill 
activated  charcoal  via  nasogastric  tube  A  saline  cathartic  or  sorbitol  added  to  the 
tirsi  dose  ol  activated  charcoal  may  speed  gaslroinleslinal  passage  ol  Ihe  system 
Repealed  doses  ol  activated  charcoal  should  be  administered  as  long  as  the  sys- 
tem remains  in  Ihe  gaslrointeslinal  trad  since  it  will  continue  lo  release  nicotine  to 
many  hours 

Management  of  Nicotine  Poisoning 

Other  supportive  measures  include  diazepam  or  barbiturates  lor  seizures,  atropine  lor 
excessive  bronchial  secrelions  or  diarrhea,  respiratory  support  tor  respiratory  tarluie. 
and  vigorous  fluid  support  lor  hypotension  and  cardiovascular  collapse 
Safety  and  Handling 

Habilrol  systems  can  be  a  dermal  irritant  and  can  cause  contact  sensitization 
Although  exposure  ol  health  care  workers  lo  nrcotine  Irom  Habitrol  systems  shoulc 
be  minimal,  care  should  be  taken  lo  avoid  unnecessary  contact  with  aclive  sys- 
tems II  you  do  haqdle  active  systems,  wash  with  water  alone  since  soap  may 
increase  nicotine  absorption  Do  nol  touch  your  eyes 


When  Ihe  used  system  is  removed  Irom  Ihe  skin,  it  should  be  lolded  over  and  placed 
in  Ihe  proteclive  pouch  which  contained  Ihe  new  system  The  used  system  should  be 
immediately  disposed  ol  in  such  a  way  lo  prevent  its  access  by  children  or  pets  See 
patient  inlormalion  lor  lurther  directions  tor  handling  and  disposal 
How  to  Store 

Do  not  store  above  86'F  (30''C)  because  Habilrol  systems  are  sensitive  lo  heat  A 
slight  discoloration  ol  Ihe  system  is  nol  signiticant 

Do  not  store  unpouched  Once  removed  Irom  Ihe  protective  pouch.  Habitrol 
systems  should  be  applied  promptly  smce  nicotine  is  volatile  and  Ihe  system  may 
lose  stienglh 

CAUTION:  Federal  law  prohibits  dispensing  without  prescription 
PrinledinUSA  C91-51(11/91) 
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LTH  CARE  I 


IE  WOOLUM,  A  CINDERELLA  (W.VA.)  WIDOW:  A  PROMISE  SOON  TO  BE  BROKEN? 


HE  COAL  MINERS' 
OLLAPSING  MEDICAL  KITTY 


iless  Congress  acts,  retii'ees  face  inimment  cutoff  of  health  benefits 


ixie  Woolum  buried  her  husband, 
jB Jimmy,  just  three  months  after 
he  retired  from  the  coalfields 
ir  their  home  in  Cinderella,  W.  Va.  Af- 
45  years  in  the  mines,  Jimmy  wound 
with  black  lung  disease,  lung  can- 
■ — and  a  promise:  As  a  member  of  the 
ited  Mine  Workers  of  America,  he 
,s  entitled  to  lifetime  health  care  for 
nself  and  his  family.  "He  said  if  any- 
ng  ever  happened  to  him,  we'd  be  tak- 
care  of,"  says  the  72-year-old  widow. 
50  much  for  promises.  As  early  as 
ir.  1,  the  118,000  umwa  retirees  may 
;eive  a  letter  telling  them  that  their 
ilth  cards  aren't  worth  the  plastic 
;y're  made  from.  Why?  During  the 
st  10  years,  annual  medical  claims 
ve  doubled,  to  1991's  total  of  $243  mil- 
n.  But  the  number  of  com- 
nies  contributing  to  the 
[WA  retiree  benefit  fund 
s  dropped  from  about  2,000 
1950  to  300  today, 
rhe  letter  is  set  to  go  out 
cause  the  UMWA's  most  re- 
it  legal  maneuver  failed, 
e  union  had  sued  contribut- 
l  companies,  demanding 
at  they  double  contribu- 
ns  to  help  pay  off  the  $124 
llion  in  unpaid  retiree  medi- 
I  bills.  But  on  Feb.  13,  a 
leral  judge  in  Washington, 


D.  C,  refused  to  order  the  payments. 

Now,  the  I :.M\VA  is  appealing  to  anoth- 
er authority:  Congress.  The  union  is  pin- 
ning its  hopes  on  legislation  introduced 
in  November  by  Senator  Jay  Rockefeller 
(D-W.  Va.)  that  would  spread  the  retiree- 
benefit  cost  among  both  union  and  non- 
union companies.  Rockefeller's  proposal: 
An  industrywide  levy  of  75$  per  hour 
worked,  which  would  be  paid  directly 
into  a  new  retiree-benefit  fund.  Rocke- 
feller and  a  supporting"  cast  of  pro-union, 
coal-state  senators  are  trying  to  append 
the  plan  onto  the  Democratic  tax  bill 
that  the  Senate  Finance  Committee  be- 
gins drafting  on  Feb.  25. 

The  Rockefeller  proposal  is  bound  to 
set  off  a  brawl.  Rockefeller's  opponents 
are  vowing  not  to  let  the  coal-company 


WHY  THE  MINERS  NEED  A  BAILOUT 
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tax  slip  by.  "This  is  some  of  the  most 
ludicrous  legislation  we've  seen  come 
down  the  pike  in  a  long  time,"  says  a 
spokesman  for  Sun  Coal  Co.  in  tvnox- 
ville,  Tenn.  If  Congress  doesn't  act  to 
bail  out  the  funds,  counters  UMWA  Presi- 
dent Richard  Trumka,  he'll  "pull  out  all 
the  stops" — including  staging  massive 
strikes  by  coal  miners. 
RENEGING?  The  $22  billion  coal  business 
isn't  the  only  U.  S.  industry  stuck  with 
this  problem.  More  than  5  million  retir- 
ees now  rely  on  company-sponsored 
health  plans  for  medical  coverage,  and 
40'''  of  them  are  too  young  to  be  con- 
verted to  medicare.  Some  companies, 
such  as  aerospace  supplier  GenCorp  Inc. 
in  Fairlawn,  Ohio,  and  General  Motors 
Corp.  have  tried  hiking  retiree  co-pay- 
ments, hoping  to  offset  the  expense  of 
providing  coverage.  But  that  landed 
both  companies  in  court,  defending 
charges  that  they  had  reneged  on  cover- 
age promises.  The  cases  are  pending. 

For  retired  miners,  the  benefits  short- 
fall has  been  exacerbated  by  profit  prob- 
lems in  the  coal  business.  Members  of 
the  Bituminous  Coal  Operators'  Assn. 
(BCOA),  the  industry's  primary  collective- 
bargaining  group,  have  long  paid  L'MWA 
retirees'  medical  bills  as  part  of  their 
national  contract.  But  overproduction  of 
coal,  resulting  in  big  price  declines, 
prompted  many  companies  to  work  out- 
side the  national  contract,  shrugging  off 
the  UMWA  retiree  liability  despite  binding 
agreements  to  pay  into  the  fund.  Forty 
years  ago,  when  UMWA  hero  John  L. 
Lewis  signed  the  benefit  pact  with  the 
HCOA,  that  group  represented  80'^  of  the 
industry.  These  days,  it's  30'v. 

For  retired  miner  Homer  Eckley  of 
Cadiz,  Ohio,  the  issue  is  vital.  A  umwa 
member,  Eckley  retired  in  1984.  Four 
years  later,  as  he  underwent  radiation 
treatment  for  prostate  cancer,  his  em- 
ployer, Youghiogheny  &  Ohio  Coal  Co., 
refused  to  pay  the  bills.  "After  33  years 
working  [in  the  mines],  they  threw  me 
out,"  Eckley  laments.  The  UMWA  fund 
picked  up  his  coverage  and  eventually 
paid  more  than  $10,000  in  bills  that  Eck- 
ley couldn't  have  covered  with  his  $407 
monthly  pension  and  medi- 
care payments. 

Eckley  has  more  therapy  to 
look  forward  to.  More  bills, 
too.  "We'd  be  willing  to  fight 
anyone"  to  keep  the  UMWA 
coverage,  says  Homer's  wife, 
Emily.  If  the  funds  don't  be- 
come solvent,  they  may  have 
to  do  just  that — or  watch 
their  benefits  blow  away  like 
so  much  coal  dust. 

Bij  Maria  Mallory  in 
Pillsburgh,  irith  Susan  B. 
Garland  in  Washington 
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READY  TO  TRAVEL? 

Is  the  "global  marketplace" 
more  than  a  catchphrose  for  U.S. 
managers?  Maybe  not,  judging 
from  the  results  of  a  survey  of 
1 48  middle  managers  by 
Dunhill  Personnel  System  Inc. 
It  suggests  managers  are  in  no 
rush  to  learn  another  language, 
visit  another  country,  or  get  a 
fresh  perspective  on  business. 
Here  are  some  findings: 

How  essential  are  foreign-language 
Percent 

40.3% 


skills  to  your  career? 

Not  essential  now,  but  maybe 
in  the  future 

Not  important  now  or 
in  the  luture 

A  must 


16.9 
6.5 


What  sources  do  you  use  in  investi- 
gating global  business  issues? 

U.S.  magazines  60.0 
Television  57.1 
International  publications  21.4 

What  factor  is  most  important  in 
becoming  a  good  global  manager? 

Understanding  a  foreign  culture  45.2 

Time  spent  in  o  particular 

country  0.0 

DATA:  DUNHIUPERSONNtt  SYSTEM  INC. 


TWO  CABLE  GIANTS 
BUY  INTO  FIBER  OPTICS 


►  Wliiif  tek'phuiif  companies 
ai'e  aj^itating  to  f^et  in  the  ca- 
ble-television business,  two  g'i- 
anl  cable  companies  on  Feb. 
lit  amiounced  they  were  buy- 
ing Telepoft  Communications 
(Iroup  from  Merrill  Lynch. 
Teleport  owns  fil)er-optic  net- 
works that  compete  with  local 
phone  companies.  Tele-Com- 
munications agreed  to  i)uy  a 
49.9/'  stake,  and  Cox  Enter- 
prise.s  said  it  was  considering 
boosting  its  stake  to  oO.l'v 
from  12.5'/. 


MILKEN'S  BIG  DEAL 
FROM  THE  BIG  HOUSE 


►  Michael  Milken  isn't  going 
to  let  a  little  thing  like  prison 
stop  him  from  cutting  deals. 


The  convicted  felon  on  Feb.  14 
reached  a  tentative  $1.3  billion 
settlement  of  civil  suits  filed 
by  his  former  employer, 
Drexel  Burnham  Lambert, 
regulators,  and  individuals. 

While  the  final  agreement 
must  still  be  signed,  the  pact 
recjuires  Milken  to  throw  in 
$500  million— $190  million  in 
cash  and  $:^10  million  from  his 
stake  in  partnerships  set  up 
for  Drexel  employees.  As  now 
jiroposed,  the  former  junk- 
bond  king  will  have  three 
years  to  sell  partnership  as- 
sets while  serving  the  remain- 
der of  his  sentence  in  a  Cali- 
fornia federal  jjrison.  The  deal 
leaves  Milken  with  millions  of 
dollars  in  personal  and  family 
assets. 


LOWERING  THE  GAVEL 
ON  VICTOR  POSNER 


►  Another  financier  who's 
making  legal  news  is  Victor 
Posner.  After  reading  reports 
filed  by  court-appointed  direc- 
tors of  T^osner's  holding  com- 
pany, i)W(;,  Cleveland  federal 
court  Judge  Thomas  Lambros 
has  temporarily  removed 
Posner  as  chief  executive. 

Lambros  acted  after  the  di- 
rectors alleged  that  Posner, 
who  was  paid  $(i  million  last 
year,  forced  an  ailing  DVVd  to 
abs(.)rb  millions  of  dollars  of 
charges  from  other  I^osner 
companies  even  as  he  ran  up 
lavish  expenses  on  DWc's  tab. 
"Mr.  Posner's  actions  consti- 
tute a  confiscation  of  the  in- 
vestment  of   every  other 


'HEY,  LET'S  GO  SEE  COCA-COLA  lir 


There's  no  escape.  On  your  way 
to  the  movie  theater,  billboards 
assail  your  eyes,  insipid  jingles 
pour  out  of  the  radio.  As  you 
wait  to  buy  your  tickets,  some- 
one hands  you  a  flyer  from  a 
new  nail  salon.  Placards  promot- 
ing coming  attractions  loom  over 
you  in  the  lobby. 

You  buy  your  soft  drink  and 
popcorn  and  take  your  seat  in 
the  cool  half-light  of  the  theater, 
thinking  you're  finally  free  of  the  incessant  chatter  of  ad\ ci-- 
ing.  But  you're  wrong.  Your  popcorn  carton  comes  C(in;|il  ■ 
with  three  or  four  ads,  thanks  to  those  geniuses  at  Cinenn  i  . 
So  fiendish  are  the  folks  who  dreained  this  up  thai  1 1  ■ 
actually  brag  to  potential  advertisers  that  you,  the  inii<M-. 
moviegoer,  can't  throw  away  the  ad  until  you've  finished  \( 
popcorn.  Moreover,  the  lights  won't  go  down  for  anotht  r  : 
minutes  or  so.  Face  it,  you  poor  slob,  you're  stuck. 

At  last,  the  theater  darkens.  And  they  show  a  commerci . 


shareholder  in  I)\V(i,"  Lam- 
bros wrote  in  ordering  Posner 
to  put  much  of  his  1991  salary 
in  escj'ow  and  account  for  his 
expenses.  Posner's  lawyer 
filed  for  a  stay  until  a  Feb.  24 
court  hearing. 


REVCO  TOSSES  ITSELF 
A  LIFE  PRESERVER 


►  The  twists  and  turns  in  the 
bidding  for  Revco  DS  may  be 
just  about  over.  A  plan  filed 
by  management  of  the  drug- 
store chain  and  backed  by 
Chicago-based  investors  Zell/ 
Chilmark  Fund  I.F'  looks  like 
the  winner,  knocking  out  Jack 
Eckerd  Corp.,  Revco's  Flori- 
da-based rival.   That  means 


Revco,  which  in  1988  beca  t 
the  first  big  leveraged-l.)uy(,! 
bankruptcy,  will  likely  survc 
as  an  independent  compai? 
It  even  might  go  public  ag.i 
by  springtime. 

Under  the  Revco  plan,  eqi 
ty  holders  would  get  nothis 
for  their  stake,  and  juin 
debtholders  would  receif 
just  pennies  on  the  dollar.  I  i 
some  secured  creditors,  sui' 
as  Revco's  banks,  would  ^1 
close  to  their  original  claim 


HUGHES  TURNS  TO  IBA 
FOR  A  NEW  PILOT 


►  Hughes  Aircraft  is  di  i' 
mined  to  wean  itself  aw 
from  Pentagon  contracts, 
part  of  that  effort,  on  Feb. 
the  General  Motors  subsidia 
named  C.  Michael  Armstro 
as  its  new  chairman,  effect i 
at  the  end  of  March.  Ar 
strong,  currently  chairm: 
of  IBM  World  Trade,  h; 
been  considered  a  possil 
successor  to  IBM  ('Ko  Joi 
Akers. 

Hughes's  goal  is  to  increa 
commercial  work  to  50'X 
sales  by  the  end  of  the  ( 
cade,  compar-ed  with  307' 
its  $8  billion  in  1991  sales.  . 
ready  a  leading  maker  of  coi 
mercial  satellites,  Hughi 
also  plans  to  put  its  own  lii 
of  cellular  phones  in  GM  car 
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mo  WANTS  A  MIDDLE-CLASS  TAX  CUT? 
miTICIANl  THAT'S  WHO 


rlie  voters  of  New  Hampshire  made  one  thing  pretty  clear 
on  Feb.  18:  People  are  fed  up  with  politics-as-usual.  But 
judging  by  the  squabbling  over  an  election-year  tax  cut, 
iticians  in  Washington  still  haven't  gotten  the  message  that 
!y  must  deal  with  the  nation's  serious  economic  problems. 
\s  President  Bush  and  lawmakers  fight  over  details  of  a  bill 
it's  supposed  to  help  end  the  recession  and  foster  growth, 
litical  posturing — not  economics — is  the  driving  force.  The 
;ult,  once  the  name-calling  and  finger-pointing  is  over,  will 
a  modest  tax  bill  that  offers  little  help  to  the  economy, 
rhe  ball  is  now  in  the  Democrats'  court, 
i  Feb.  19,  the  House  majority  caucus  con- 
ered  but  took  no  action  on  a  draft  bill 
it  would  offer  working  people  a  small  tax 
raise  taxes  for  couples  earning  more 
in  $150,000,  and  index  capital  gains  for 
lation.  The  bill  also  contains  some  highly 
:hnical  provisions  that  provide  special-in- 
est  breaks  to  the  real  estate  industry  and 
takeover  artists.  And  it  penalizes  corpora- 
ris  that  pay  officers  more  than  $1  million 
year.  But  the  caucus  deadlocked  after 
imbers  objected  to  some  provisions,  in- 
ding  a  one-percentage-point  cut  in  the 
•porate  tax  rate. 

I  QUARTER  GIVEN.  Whatever  the  caucus 
3S,  the  measure  is  veto  bait.  Budget  Di- 
;tor  Richard  G.  Darman  attacked  it  as 
Diitically  motivated,"  sneering  that  the  plan  would  give  mid- 
-class  families  "25$  a  day  for  two  years."  He  didn't  mention 
it  Bush  only  offered  41$  a  day  for  a  family  with  two 
Idren.  And  that  was  before  Bush  disowned  his  own  bill, 
Tianding  that  Congress  not  even  consider  it  until  later. 
Bush  has  spawned  much  of  the  tax  cynicism  by  treating  his 
n  proposals  as  throwaway  campaign  lines.  The  President 
)mised  middle-class  relief  in  his  State  of  the  Union  speech 
d  proposed  paying  for  it  and  other  tax  breaks  with  a  laun- 
/  list  of  tax  hikes.  But  under  pressure  from  challenger 


ROSTENKOWSKI  BACKS  A  $200  CREDIT 


Patrick  J.  Buchanan,  Bush  ditched  the  revenue-raisers.  That 
left  him  unable  to  pay  for  his  proposed  hike  in  the  personal 
exemption,  so  Bush  walked  away  from  that  promise,  too,  only 
to  be  blasted  again  by  Buchanan  for  tax  "betrayal." 

While  Bush  flounders  in  search  of  a  tax  policy,  congression- 
al Democrats  are  pursuing  the  "fairness"  issue.  House  Ways 
&  Means  Committee  Chairman  Dan  Rostenkowski  (D-IU.)  dust- 
ed off  a  1991  proposal  that  would  give  workers  a  temporary 
$200  income  tax  credit  against  their  Social  Security  payroll  tax 
while  raising  tax  rates  for  the  wealthy.  Senate  Majority  Lead- 
er George  J.  Mitchell  (D-Me.)  is  one-upping 
the  House.  He  wants  any  middle-class  tax 
cut  to  be  permanent.  The  Senate  Finance 
panel,  which  will  begin  drafting  a  tax  bill  in 
a  couple  of  weeks,  will  go  further  to  help 
what  Democratic  candidates  call  "the  forgot- 
ten middle  class"  by  including  sweeter  provi- 
sions for  Individual  Retirement  Accounts. 
NO  PANDERING,  PLEASE.  For  all  the  energy 
going  into  this  jockeying,  voters  seem  too 
concerned  with  such  issues  as  health  care 
and  job  security  to  pay  much  attention.  Polls 
show  that  middle-class  voters  don't  expect  a 
tax  cut  and  don't  think  it  would  do  much 
good.  New  Hampshire  Democratic  winner 
Paul  Tsongas  says  if  he  were  President,  he 
would  veto  middle-class  tax  relief.  Says 
Democratic  analyst  William  Galston:  "There 
isn't  any  overwhelming  public  pressure  for  a  middle-class  tax 
cut.  The  country  is  divided  between  those  who  wouldn't  kick 
the  money  out  of  bed  and  those  who  want  Congress  to  use  the 
money  for  something  else."  Instead,  says  Galston,  "the  under- 
current is  that  people  don't  want  to  be  pandered  to." 

Election-year  pandering,  however,  is  a  deeply  ingrained  hab- 
it. The  success  of  New  Hampshire's  insurgents  suggests  that 
it  may  be  the  wrong  thing  to  do  in  1992.  But  back  in  the 
swamps  of  Washington,  old  habits  die  hard. 

Bi/  HoivanI  Glecknian  hi  Washington 


IPITAL  WRAPUPI 


EALTH  aRE 


Respite  an  all-out  push  by  Demo- 
l^cratic  congressional  leaders, 
ealth  care  reform  is  unlikely  to  be 
nacted  this  year.  The  Democrats  hope 
)  get  all  of  their  major  players  on 
apitol  Hill  lined  up  behind  a  plan  simi- 
ir  to  the  "play  or  pay"  scheme  drafted 
y  Senate  Majority  Leader  George  J. 
[itchell  (D-Me.).  It  would  require  busi- 
esses  that  don't  provide  employees 
'ith  health  benefits  to  pay  a  tax  that 
'ould  fund  government-sponsored  in- 
urance.  Consensus  in  the  House  ap- 
ears  within  reach.  But  in  the  Senate, 
'inance  Committee  Chairman  Lloyd 
ientsen  (D-Tex.),  who  looks  after  the 


interests  of  small  business,  could  be  a 
major  impediment.  And  any  bill  that 
clears  the  Hill  would  likely  face  a  veto. 

PEOPLE  

Retired  Air  Force  General  James  A. 
Abrahamson  appears  headed  for 
the  top  job  at  NASA.  Abrahamson,  an 
executive  vice-president  at  Hughes  Air- 
craft Co.,  is  a  former  top  n.aSA  official 
who  once  headed  the  Star  Wars  pro- 
gram. . .  .  The  White  House  can't  per- 
suade National  Highway  Traffic  Safe- 
ty Administrator  Jerry  R.  Curry  to 
abandon  his  effort  to  head  the  Federal 
Aviation  Administration.  But  the  Sen- 
ate, unhappy  with  his  record  at  NHTSA, 
is  determined  to  kill  the  nomination. 


BANKS 


A staff  review  of  the  economics  of 
bank  mergers  is  causing  turmoil 
at  the  Federal  Reserve.  The  Fed  is  urg- 
ing banks  that  serve  overlapping  mar- 
kets to  combine,  in  hopes  of  producing 
a  more  efficient  financial  system.  But 
staff  antitrust  economists  have  found 
that  cost  savings  from  such  mergers 
are  realized  slowly,  if  ever.  A  story 
about  the  internal  review  in  Amencav 
Banker,  a  trade  newspaper,  set  off  a 
search  for  leakers  at  the  central  bank. 
Although  there  has  been  no  public 
word  of  any  disciplinary  action,  a  Fed- 
eral Reserve  official  says:  "Confes- 
sions were  obtained." 


HINGTON  OUTLOOK 
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Reducing  an  entire  city  map '  ^ 
to  the  width  of  a  human  hair.:.  • 


Hitachi  has  developed  new  ultrafine  "patterning" 
technology  -  one  use  of  which  has  created  extremely  small  street  maps. 


Hitachi's  new  electron  beam  lithography  tech- 
nology has  created  one  of  the  worlds  smallest 
street  maps,  with  implications  for  computerization 
and  miniaturization  that  open  broad  new 
horizons  for  future  semiconductor  and  product 
technology.  It's  the  kind  of  scientific  advancement 
that  could  make  many  future  computer  and 
electronic  products  much  smaller,  faster  and  more 
versatile. 

Using  new  ultrafine  "patterning"  technology 


used  in  producing  semiconductors,  Hitachi 
Researcfi  and  Development  engineers  have  cia 
detailed  maps  of  London  and  Kyoto,  on  a  see 
1  to  100,000,000.  That's  like  reducing  che  Er 
to  about  the  size  of  a  baseball.  The  technoloy 
allows  fabrication  in  widths  as  small  as  ' 
0.1  micron. 

And  Hitachi  is  also  putting  different  imaf 
technology  to  work  for  everyday  business,  wt 
HIFAX  CFX-1  facsimile/copier  Incorporating 
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. . .  or  reproducing  a  hairline 
any  where  in  the  world. 


itachi's  HIFAX  CFX-1  facsimile/ copier  provides 
super-sharp,  high-speed  imaging. 


;  practical  technological  innovations,  Hitachi 

high-resolution  faxing  and  copying 
ible  in  one  of  the  most  compact  dual-purpose 
lines  in  the  world.  The  HIFAX  unit  even 
nds  the  capabilities  of  traditional  fax  machines 
:opiers,  enabling  businesses  to  reproduce  and 
■mit  photos,  illustrations  even  pages  from 
^  and  periodicals. 

rhese  are  just  two  examples  of  how  Hitachi's 
30-strongR&D  staff  and  US$3.5  billion* 


annual  commitment  to  R&D  are  helping  advance 
the  well-being  of  everyday  life  through  science 
and  technology. 

*US$3,480  million,  net  R&D  expenditures  for  the  year  ending  March  31, 1991 
US$1  =  ¥141 

For  more  information  about  the  HIFAX  CFX-1  facsimile/copier 
call  toll  free:  1-800-HlTACHl  (Applicable  within  US.  only) 


HITACHI 
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RUSSIA  I 


AFTER  YELTSIN'S  STRONG  MEDICINE, 
A  FEW  TWITCHES  OF  LIFE 

One  positive  sign:  Rubles  are  finally  worth  saving 

At  a  busy  state  food 
store  in  the  ancient 
Russian  city  of  Ya- 
roslavl, shelves  that  were 
bare  just  six  weeks  ago 
now  are  lined  with  beef, 
butter,  sausage,  and  wine. 
At  sidewalk  sales  outside 
former  KGB  headcjuarters 
in  downtown  Moscow, 
thousands  earn  extra  cash 
hawking  everything  from 
Bic  pens  to  brassieres.  And 
in  St.  Petersburg,  black 
marketeers  are  getting  un- 
usually stingy  in  their 
back-alley  currency  deals. 
They  now  offer  only  80  ru- 
bles to  a  dollar — down 
from  135  a  few  weeks  ago. 

Six  weeks  after  Russian 
President  Boris  Yeltsin 
subjected  Russia's  mori- 
bund  economy   to  shock 
therapy,   some  surprising 
signs  of  life  are  appearing. 
Prices,  which  soared  as 
much  as  20  times  after  the 
Yeltsin  move,  now  appear 
to  be  leveling  off.  For  some  goods,  such 
as  flour,  eggs,  and  cream,  they  are  even 
dropping.  And  instead  of  rioting,  as 
some  feared,  Russian  citizens  have 
turned  to  trading  en  masse  to  ease  their 
financial  woes,  thanks  in  part  to  a  Feb.  1 
Yeltsin  decree  that  encourages  open 
sales  of  almost  everything. 

Although  it's  too  soon  to  pronounce 
Yeltsin's  plan  a  success,  one  important 
sign  of  confidence  is  the  strengthening 
of  the  ruble.  After  plummeting  dramati- 
cally against  the  dollar  in  December,  the 
ruble  has  strengthened  sharply  since 
Jan.  1.  At  the  weekly  Moscow  currency 
exchange,  the  ruble  has  firmed  from  230 
to  a  dollar — or  half  a  cent — to  170  on 
Feb.  18. 

GETTING  TOUGH.  Entrepreneurs  are 
snap|)ing  up  rubles  that  just  a  few 
weeks  ago  were  considered  all  but 
worthless.  They  want  to  build  up  ruble 
reserves  to  invest  in  the  state-owned 
properties,  including  42,000  retail  out- 
lets due  on  the  market  by  yearend. 
Notes  Levan  Zoloterov,  a  dealer  on  the 


FOOD  IS  FINDING  ITS  WAY  BACK  ONTO  SHELVES— AND  PRICES  HAVE  STARTED  TO  DROP 


Moscow  exchange:  "People  can't  get 
enough  rubles." 

Another  reason  for  the  firming  ruble 
is  the  get-tough  Central  Bank  of  Russia. 
Authorities  have  scjueezed  the  money 
supply  30'v  and  are  soaking  up  rubles 
with  weekly  sales  of  up  to  $3  million  in 
hard  currency.  Over  the  next  two 
months,  the  Moscow  Interbank  Currency 
Exchange  will  increase  such  sales  to  a 
total  of  $100  million.  That  could 
strengthen  the  ruble  rate  to  50  to  the 
dollar.  "We  had  doubts  in  December,  but 
now  we  are  sure  we  can  save  the  ruble," 
says  Alexei  Ulukayev,  a  Yeltsin  adviser. 

At  the  same  time,  goods  are  showing 
up  in  stores  and  markets  around  Russia. 
Take  Store  No.  2,  at  a  busy  intersection 
near  Moscow  University.  Here,  fresh 
French-style  bread,  sour  cream,  cheese, 
beer,  and  sausages  are  for  sale — a  giant 
improvement  from  last  December,  be- 
fore the  price  reform  took  effect.  "Sup- 
pliers come  to  me  now,  they  don't  just 
ring  me  on  the  phone,"  says  store  man- 
ager Valentin  A.  Kucherov.  Shunning 


state  agency  wholesalers,  he  buys  wK 
directly  from  Georgia  and  Armenia  ac 
fish  from  towns  near  the  Black  Sea. 

Such  diversity  of  .sourcing  is  even  h-; 
ering  prices  and  shortening  lines.  F.u- 
for  example,  have  dropped  from  Lin  ( 
15  rubles  at  Store  No.  2.  And  fid-- 
which  zoomed  from  46  kopeks  to  W  y 
bles,  has  now  slipped  back  to  5  ruble:! 
kilo.  But  a  few  blocks  away,  where  it 
manager  of  Store  No.  64  still  buys  frr 
the  state  wholesaler,  prices  are  abul 
lO''''  higher. 

Price  competition  could  be  greatly  <■ 
panded  if  Yeltsin  delivers  on  his  planic 
sell  off  state-owned  stores  and  distrii- 
tion  outlets.  But  despite  a  year  of  tit. 
very  few  stores  in  Moscow  have  bm 
privatized.  One  reason  is  that  local  g^ 
ernments  overrun  with  yesterday's  i- 
reaucrats  still  oversee  sell-offs.  "You 
out  a  pack  of  documents  and  then  tl' 
ask  for  more,"  says  Anatoli  Tatarints^, 
director  of  a  Moscow  store.  , 
Russia  could  learn  from  Yaroslavl  a 
historic  city  of  660,000  some  250  mi-s 
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ill  of  Muscow.  For  years,  it  was  poor- 
uipplit-'d  with  food,  since  Moscow  si- 
med  off  supplies.  But  now  its  stocks, 
m  sausafje  to  su^-ar,  have  picked  up 
nificantly  thanks  to  the  barter  deals 
h  rkraine  and  other  regions. 
isiON  RELIEF.  Since  prices  were  freed, 
ipetilion  has  broken  out  between 
te  stores  and  private  farmers'  mar- 
s.  "We  had  meat  at  90  rubles  a  kilo  at 
state  stores  while  it  was  75  rubles  at 
market,"  says  vice-mayor  Lyudmila 
5orotova.  Since  then,  Yaroslavl  store 
nagers  have  learned  they  must  cut 
;es  to  get  customers  to  buy.  To  spur 
m  to  be  competitive,  the  city  govern- 
nt  has  banned  state-owned  wholesale 
lets,  forcing  stores  to  find  cheaper 
irces  of  supply. 

itill,  cities  such  as  Yaroslavl  are  bat- 


0.010 


tling  some  perverse  side 
effects  of  the  price  re- 
forms. High  prices  are 
driving  away  restaurant 
customers,  threatening- 
thousands  of  jobs. 
Across  Russia,  lost  em- 
l)loyment  and  big  pro- 
duction drops  may  yet 
undo  the  Yeltsin  re- 
forms. Already,  he  has 
made  limited  conces- 
sions such  as  cutting 
some  taxes  and  beefing  up  pensions  to 
appease  critics. 

But  in  general,  Yeltsin  is  staying  the 
tough  course.  He  is  desperate  to  prove 
to  his  own  people  and  the  West  that  he 
is  committed  to  market  reforms  and  has 
the  will  to  control  both  spending  and  the 
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money  presses.  Indeed, 
Yeltsin  has  little  choice 
if  he  hopes  to  get  the 
West  to  back  a  bil- 
lion fund  to  stabilize  the 
ruble. 

With  such  help,  Yelt- 
sin and  his  advisers  be- 
lieve the  ruble  could  be 
made  convertible  as  ear- 
ly as  this  summer, 
opening  the  door  for 
foreign  investment. 
That,  they  say,  could  push  their  reforms 
over  the  top.  Until  then,  all  Russians  can 
do  is  hope  they're  seeing  the  start  of  a 
recovery. 

By. Rose  Biridi/  in  Mosco/r.  tvitli  Deborah 
Stead  ill  Yaraslarl  and  h/or  h'eielilin  in  St. 
Peterslin  i  fi 


WHERE  CUTTHROAT  COMPETITION  MEANS  EXACTLY  THAT 


rhe  magic  of  market  pricing 
hasn't  yet  reached  Vasileos- 
trovsky  Farmers'  Market  in  St. 
etersburg,  where  prices  for  king-size 
icumbers  and  juicy  pears  aren't  set 
V  supply  and  demand.  Instead,  pricing 
dictated  by  hard-nosed  traders  from 
zerbaijan,  a  craggy  southern  republic 
r  the  former  Soviet  Union. 
Dipping  bread  into  chipped  mugs  full 
sour  yogurt,  the  Azeri  traders,  most 
bout  30,  are  quick  to  abandon  their 
leal  when  customers  approach.  But 
lany  are  just  looking.  Prices  are 
hockingly  high — 120  rubles,  about 
17^  of  the  average  monthly  salary, 
ist  for  a  kilogram  of  tomatoes. 
KOTic  SPOTS.  Nor  can  the  prices  be 
dked  down  much.  They  rarely  vary 
'om  stall  to  stall — or  even  from  mar- 
et  to  market  inside  the  city.  "The 
-zeri  rule  like  kings  at  the  market," 
ays  a  state  food-trade  official  in  St. 
'etersburg.  "They  tell  everyone  what 
J  do,  and  I  don't  know  anyone  who 
as  tried  to  cross  them." 
For  years,  traders  from  exotic  spots 
uch  as  Azerbaijan  or  Uzbekistan  have 
awked  top-quality,  though  expensive, 
reduce,  meats,  and  spices  at  similar 
larkets  in  big  Russian  cities  such  as 
it.  Petersburg.  They  had  little  comjieti- 
ion  because  state-owned  food  stores 
/ere  mostly  empty.  But  on  Jan.  2,  Bo- 
is  Yeltsin  freed  most  prices.  State 
tores  started  to  fill  up  as  prices  rose. 
Traders  in  other  countries  might  be 
empted  to  cut  their  prices  to  make 
hem  competitive  with  the  state  ones, 
'lot  the  Azeris,  who  can  go  to  ex- 
remes  to  maintain  their  already  fat 
nargins.  They  are  organized  like  U.  S. 
nobsters.  Some  sell;  others  make  po- 
ential  competitors  offers  they  had  bet- 


■  PRICE-FIXING  WITH  A  VENGEANCE 


ter  not  refuse.  That  poses  a  huge  ijrob- 
lem  for  Russia  as  it  lurches  to  a 
market  economy. 

To  keep  out  competitors,  such  as  Uz- 
beks, the  Azeri  enforcers  first  offer  to 
buy  their  inventory  even  before  they 
start  unloading  it.  Uzbeks  are  a  major 
threat:  They  can  charge  less  because 
of  low  farming  costs.  Should  competi- 
tors refuse  to  sell,  they  are  warned  by 
the  Azeris  to  sell  at  going  prices,  or 
else.  Punishment,  sometimes  death, 
can   come  swiftly   to  the  stubborn. 


Sources  say  retribution  is  often  carried 
out  at  ramshackle  hotels  that  cater  to 
produce  traders. 

The  situation  isn't  limited  to  St.  Pe- 
tersburg. Observers  say  many  fruit 
stalls  in  Moscow  markets  are  also  con- 
trolled by  the  Azeri  Mafia.  Trading  is 
expanding  from  sweet  apples  and 
[jomegranates  to  weapons  and  drugs. 
A  CRACKDOWN  FAILS.  The  Azeri  stran- 
glehold on  farmers'  markets  could  be 
cracked  if  enough  competitors  operat- 
ed in  cities  such  as  St.  Petersburg.  But 
political  turmoil  in  the  wake  of  the  So- 
viet breakup  has  prevented  that.  "We 
should  l)e  getting  winter  apples  from 
Georgia,  fruit  from  Ukraine  and  Mol- 
dova, and  lots  of  cheeses  and  meat 
from  the  Baltics,"  says  Vladimir 
Khurtsilava,  general  manager  of  the 
Vasileostrovsky  market.  "None  of  that 
is  coming  this  year." 

As  food  supplies  get  tighter,  espe- 
cially during  the  winter,  law  enforce- 
ment authorities  are  loath  to  push  the 
Azeris  too  hard.  A  decade  ago,  city 
authorities  attempted  a  sweep  of  the 
market  Mafia.  But  it  didn't  work,  and 
now  the  markets  are  the  only  reliable 
source  of  fresh  fruits  and  vegetables 
in  the  winter.  Market  director  Khurtsi- 
lava explains  that  the  Azeris  have  put 
a  lot  of  money  into  greenhouses  and 
transport.  "They  are  just  protecting 
their  investment,"  he  says. 

The  final  blow  to  the  market  Mafia 
will  come  when  stores  are  privatized 
and  new  owners  look  for  independent 
sources  of  supply.  But  selling  off 
stores  has  been  laboriously  slow.  And 
until  then,  the  Azeris  at  Vasileos- 
trovsky Market  will  operate  as  they 
please. 

By  Igor  Reichlin  in  St.  Petersburg 
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EUROPE  I 


EUROPE  GETS  IH  SHAPE  BY 
PUSHING  OUT  PINK  SLIPS 


Bad  times  and  the  looming  single  market  prompt  huge  new  layoffs 


The  chairmen  of  Germany's  Big 
Three  auto  makers  didn't  pull  any 
[junches  in  a  Bonn  meeting  on  Feb. 
12  with  Chancellor  Helmut  Kohl.  Car 
sales  in  their  huge  home  market,  they 
told  him,  may  plunge  15'X  this  year.  At 
the  same  time,  they're  under  the  gun  to 
improve  productivity  as  Europe  opens  to 
Japanese  imports.  That  adds  up  to  one 
thing,  the  executives  told  Kohl:  job  cuts 
on  a  scale  Germany  has  rarely  seen. 
MMW  will  lop  off  3,000  workers,  while 
Daimler  Benz  may  dump 
20,000,  industiy  sources  say. 
And  Volkswagen  will  follow  in 
a  year  or  two,  cutting  10,000 
or  more. 

Across  Europe,  companies 
are  facing  a  new  round  of 
painful  restructuring.  They 
are  stepping  up  the  cutbacks 
that  started  when  European 
economies  softened  more  than 
a  year  ago.  Now,  the  pres- 
sures to  streamline  are  even 
stronger.  Punishing  German 
interest  rates  and  weak  ex- 
ports to  the  U.  S.  have  pro- 
longed Europe's  economic 
slump.  Corporate  profits  are 
in  a  slide.  And  going  into  the 
home  stretch  to  the  single 
market,  competition  from  Ja- 
pan and  even  Eastern  Europe 
is  building.  That  means  the 
jobless  rolls  will  continue  to 
rise  even  if  most  European 
economies  manage  to  turn  u])- 
ward  in  coming  months 
(charts). 

RIPPLE  EFFECT.  ;\  Unified  Eu- 
ro))e  was  sujjposed  to  ci'eate 
j(jbs,  not  destroy  them.  Over 
the  long  pull,  it  probably  will. 
But  Europe  is  discovering  there's  a  near- 
term  price  to  ]iay.  "We  think  all  the 
restructuring  is  going  to  slow  growth 
for  a  couple  of  years,"  says  Jeff  M.  Fet- 
tig,  a  vice-president  of  Whirlpool  Corp.'s 
European  arm.  Workers  who  lose  their 
jobs,  P^ttig  notes,  won't  buy  washers 
and  refrigerators. 

Most  troubling  are  the  cutbacks  in  Eu- 
rope's powerhouse  economy,  Germany. 
Largely  immune  until  now  from  Eu- 
rope's restructuring  wave,  German  auto 
makers  plus  such  blue-chip  giants  as 
chemical  producer  BASF  and  steelmaker 


Hoesch  are  suddenly  chopping  jobs  with 
a  vengeance.  With  the  post-unification 
consumer  spree  fading,  so  is  optimism 
for  a  second-half  pickup  in  the  German 
economy,  which  has  declined  for  three 
([uarters. 

That's  bad  news  for  Germany's  trad- 
ing partners.  German  demand  has  been 
the  main  safety  net  keeping  the  rest  of 
Europe  from  following  Britain  into  re- 
cession. The  Bundesbank  doesn't  even 
seem  disposed  to  offer  lower  interest 


British  market.  So  Ford  recently  > 
nounced  2,100  new  layoffs  in  Britain 

Now,  another  region  poses  a  threats 
EC  workers  as  well:  Eastern  Europe, 
ger  to  form  political  ties  with  fomr 
East  bloc  countries  and  to  boost  tlit 
economies,  thus  heading  off  a  tidal  w;e 
of  immigrants,  the  EC  is  lowering  bal- 
ers to  Eastern  goods.  Steel,  for  exani];. 
In  March,  EC  quotas  on  Eastern  Euro}- 
an  imports  v/ill  start  falling.  Facins^a 
flood  of  cheap  steel,  EC  producers 
rushing  to  boost  efficiency.  Eurn| 
biggest  steelmaker,  France's  Gmi 
Usinor  Sacilor,  has  announced  plant  rl; 
ings  and  investments  in  new  technoli 
that  will  idle  8,000  employees.  "Easlu; 
Europe  is  a  serious  menace,"  sayaa 
Usinor  executive. 

The  same  is  true  in  machine  tool;- 
Germany's  No.  2  industry  after  auti. 
Already  fighting  Japanese  and  Soiti 


rates — something  Germany's  partners 
have  long  clamored  for.  German  infla- 
tion, still  a  shade  above  47',  won't  permit 
that  soon,  Bundesbank  officials  indicate. 

For  many  European  companies,  the  ul- 
timate reason  to  cut  jobs  is  Japanese 
competition.  High-wage  Germany  is  go- 
ing through  a  wrenching  debate  on  its 
world  competitiveness.  Similar  soul- 
searching  is  under  way  in  other  coun- 
tries. Ford  of  Europe  Inc.,  for  example, 
says  its  British  plants  are  33%  less  pro- 
ductive than  its  Continental  plants, 
which  could  just  as  easily  supply  the 


Korean  imports  that  undersell  them  y 
207f'  to  307'  ,  German  manufacturers  nv 
fear  a  flood  of  cut-rate  basic  mache 
tools  from  Czechoslovakia  and  Polan( 
RESTLESS  UNIONS.  The  restructuri? 
binge   is   hitting  white-collar  workis 
harder  than  in  the  past.  They're  1e 
main  victims  of  2,350  job  cuts  annoumd 
in  February  by  British  Aerospace 
which  lost  $274  million  last  year.  K- 
rope's  young  workers  are  also  sufferiij. 
Unemployment  among  Italians  ad 
French  under  age  25  is  about  257'. 
With  so  many  jobs  disappearing,  J;- 
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FinJing  a  dental  plan  is  one  tking. 

Ending  its  participating  dentists  is  sometliing  eLe. 


liiHi>:;li  tlu'i'L"  are  manv  Jcnlal  |ilans  to  lIi.hisc  fmm,  tlie  Jcnti^ts  acti\cly  under  contract  witli 
tliese  ]ilans  are  few  and  tar  Ix-tween.  □  Not  at  Delta  Dental.  Over  two-tliird^  of  all  practicing 
dentists  nationwide  are  imder  cont ract  u  ltli  us.  I  liat  means  tlial  even  tlioiigli  yoin- employees 
are  free  to  clioose  any  dentists,  tliere's  an  excellent  cliance  tliat  tlieir  personal  dentists  are  in 
our  networlc.  C]  Our  participating  dentisL-  lielp  ensure  quality  care  at  affordable  prices  \iy 
agreeing  to  follow  procedures  relative  to  treatment  reviews  and  fee  limits.  I  liat's  wdiy  tliey're  tlie 
cornerstone  ol  Delta  Dental's  unique  tliree-point  system  tliat  also  incoiiiorates  extensive 
cost  management  features  and  plan  de^i^n  llexiliility.  L]  It's  a  program  only  Delta  Dental 
offers.  I  liat's  wirv  we  now  co\'er  more  tlian  22  million  peo]ile  in  .28, (KK)  cjroups  and  pay  more 
tlnan  $2  Million  a  year  for  dental  care,  lo  learn  more  aliout  liow  yom-  t;rou[i  can  Ketiefit 
from  Delta  Dental,  call  1 -8(X)-44  1  -  34  34.  today.     ^  Doltd  DOIltdi 

America's  Leader  in  Dental  Health  Plans 
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rope's  unions  are  demanding'  govern- 
ment action.  "We  want  spending  on  in- 
frastructure— housing,  schools,"  says 
Jacques  Bass,  economist  of  a  big  French 
union,  the  Conferleration  Fran(;'aise  De- 
niocratitiue  du  Travail.  In  Italy — Eu- 
rope's unemployment  leader — labor 
pressure  has  won  government  jobs  for 
1,000  employees  being  laid  off  by  Oli- 
vetti, plus  .$3.75  billion  in  promised  state 
orders  for  the  money-losing  company. 

But  most  governments  are  hanging 
back.  They  fear  inflation,  and  they  also 
sympathize  with  industry  efforts  to 
boost  efficiency.  The  risk  is  that  out-of- 


work  voters  may  rush  toward  extremist 
parties — such  as  France's  National 
Front.  Others  may  question  whether  a 
united  Europe  is  such  a  great  idea  after 
all.  That  could  comjjlicate  approval  need- 
ed by  every  EC  country  of  the  new  Maas- 
tricht union  treaty,  with  its  stiff  rules  on 
inflation,  debt,  and  deficits.  Politicians 
such  as  Kohl  face  a  tough  selling  job  in 
the  months  ahead,  persuading  displaced 
workers  to  withhold  judgment  on  the 
new  Europe  for  a  while  longer. 

By  Stex'art  Toy  in  Paris,  with  .John 
Temph'tnati  iu  Bonn,  Richard  A.  Mclcher 
in  London,  and  John  Roi^sant  in  Rome 


CANADA I 


GUNFIGHT 

AT  THE  CUSTOMS  CORRAL 


A  recent  trade  ruling  by  Washington  has  Ottawa  fighting  mad 


A dispute  over  Honda  Motor  Co.'s 
cross-border  shuttling  of  cars 
and  auto  parts  is  threatening  to 
erupt  into  a  bitter  showdown  between 
Washington  and  Ottawa.  The  U.  S.  Cus- 
toms Service  ruled  on  Fel).  12  that 
Honda  must  pay  duties  on  cars  it  ships 
to  the  U.  S.  from  Canada.  Customs  savs 
Civics  built  by  Honda  in  1989-90  in  Allis- 
ton,  Ont.,  with  engines  from  its  Anna 
(Ohio)  ])lant  and  Japan,  failed  to  meet 
the  50''  North  American  content  re- 
quirement of  the  U.  S. -Canada  Free 
Trade  Agreement. 

That  ruling  could  have  far-reach- 
ing implications  for  free  trade  in 
North  America.  "We  are  getting 
sideswiped  by  American  Japan- 
bashing,"  says  Prime  Minister  Bri- 
an Mulroney,  who  vows  to  get  the 
ruling  overturned.  But  Mulroney  is 
likely  to  collide  with  Washington's 
determination  to  set  tough  local-con- 
tent standards  l)0th  for  the  U.  S.- 
Canada pact  and  for  the  proposed 
North  American  Free  Trade  Agree- 
ment (NAFTA),  which  includes  Mexi- 
co as  well  as  Canada.  NAFTA  talks 
resumed  in  Dallas  on  Feb.  17. 

So  far,  Canadian  concerns  are  l)e- 
ing  dismissed  almost  contemptuous- 
ly by  Washington.  "Nobody  at  the 
White  House  has  given  three  min- 
utes of  thought"  to  strains  the  deci- 
sion is  causing  in  I!.  S. -Canada  rela- 
tions, says  a  U.  S.  trade  official. 
'BACKLASH.'  Canadians  fear  that 
Customs'  tough  interpretation  of 
the  local-content  rule  will  crimp  Ca- 
nadian exports  to  the  U.  S.  and 
frighten  away  future  investment  in 
Canada.  Customs  levied  $19  million 


in  back  duties  on  Civics  imported  in 
1989-90.  If  its  finding  that  the  cars  fail 
to  meet  the  content  I'ule  isn't  over- 
turned, Honda  will  have  to  pay  a  'IW/' 
duty,  or  about  $180  apiece,  on  the  80,000 
Civics  it  ships  to  the  U.  S.  annually. 
Honda  Canada  warns  that  if  that  hap- 
pens, it  "will  have  a  major  impact  on 
Honda's  future  investment  decisions." 

Washington  officials  say  their  target 
is  the  Japanese,  not  the  Canadians.  They 
argue  that  Honda's  main  aim  in  Canada 
is  to  entrench  itself  in  the  North  Ameri- 
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can  market  by  enlisting  Ottawa's  s y\ 
port.  "Honda  is  in  Canada  for  politiili 
reasons,  not  economic  reasons,"  say;a 
U.  S.  official.  "Otherwi.se,  they  wo  i: 
have  put  the  plant  in  the  U.  S." 

Seen  from  north  of  the  border,  how 
er,  U.S.  trade  actions  look  l:/.e  a  s't- 
of  moves  against  Canadian  exports.  It 
Commerce  Dept.  launched  a  counterv  i 
ing  duty  case  against  Canadian  lumlr 
last  fall,  even  though  Canada's  share  1 
the  U.  S.  market  is  dropping.  And  a  p; 
liminary  Commerce  ruling  could  recpi^ 
Norsk  Hydro  Canada  to  pay  duties  a ' 
dumping  charges  of  up  to  ()&7'  on  > 
ports  of  magnesium  to  the  U.  S.  from  • 
$500  million  Quebec  plant.  The  res  t 
could  be  a  "backlash"  in  Canada,  wai? 
Thomas  P.  d'Aquino,  head  of  the  Bi - 
ness  Council  on  National  Issues,  Cai- 
da's  leading  business  organization. 

In  the  N.-^FT.A  talks,  the  U.S.  is  pui- 
ing  to  boost  the  North  American  contt*. 
requirement  above  50'v.  If  that  happei, 
Canada  is  likely  to  reject  the  agreeme  , 
thus  reducing  it  to  a  U.  S.-Mexican  tra; 
deal.  More  serious  is  the  likelihood  tit 
ongoing  tensions  will  wipe  out  the  - 
ready  slim  reelection  chances  next  yt: 
for  Mulroney,  a  free  trader  who  valuj 
close  ties  with  the  U.  S. 
MEMO  TO  BUSH.  That  could  drastica- 
change  the  mood  of  the  U.  S.-Canadii 
trade  relationship.  On  Feb.  14,  Libeil 
Party  Leader  Jean  Chretien,  Mulroney, 
chief  opponent,  told  President  Bush  tht 
it's  time  to  renegotiate  the  U.  S.-Canat 
pact.  With  most  Canadians  now  agair: 
the  pact,  there  is  gi'owing  pressure  i 
abrogate  it  if  such  talks  fail. 

Resentment  is  even  rising  in  Qi- 
bec,  which  strongly  backed  Mulrc- 
ey's  free-trade  agenda  in  the  19i 
elections.  Quebeckers  see  the  Nor; 
Hydro  ruling  as  an  ominous  pc- 
tent.  The  U.  S.  claims  Norsk's  ma- 
nesium  exjiorts  are  subsidized  wii 
cheap  power  from  Hydro  Quebt. 
the  utility  that  is  the  cornerstone 
Quebec's  industrial  strategy.  I 
spite  the  free-trade  pact,  says  Jol 
Ciaccia,  Quebec's  International  P- 
fairs  Minister,  the  U.  S.  is  treatii 
Canada  "just  like  the  Jajianese." 

Canada  will  try  to  challenge  t|- 
U.  S.  actions  in  dispute-settlemej 
panels  under  the  trade  pact.  Otta\| 
won  in  the  system's  first  major  te^ 
over  Canadian  pork  exports,  la 
year.  But  with  the  U.  S.  playiij 
hardball  on  trade,  many  Canadia; 
fear  that  the  odds  of  success  ha'l 
fallen.  If  Canada  loses,  pressure  ^ 
reopen  or  repudiate  the  trade  pa 
could  become  unstoppable. 

Bjj  William  C.  St/mond.'<  in  Toroni 
ivith  Paul  Maqn nsson  in  Washinqti 
and  Jolin  Pearson  in  Neic  iork 

INTERNATIONAL  BUSir; 


Today,  just  about 
everyone  can 
use  a  computer. 


That's  why  we  make 
a  computer  for 
just  about  everyone. 


Aotjiist  somethiii;; 
for  |)P(i[)le  wild  are  Idokiiij;  for  iKilelnKiks  jibl 
soiiietliiiif;  for  |h'o|)Ip  who  are  looking  for  networks 


lor  iieonle  wno  are  I 


longer  willing  to  Ini)  c 


»\[  something 
'iirsanitv^hoare  no 
Jer.s  that  cost  too  niiich 


esignedto  benefit  the  e()iii|iiiter  (•(iiiipaiiys  buttum 
ne,  rather  than  their  bottom  line. 

A'er  believes  there  is  room  tor  a  different 


kind  of  computer  company.  \  company  that  not  only     between),  but  designs  them  to  be  able  to  grow  when 
offers  everything  from  entr}  level  PCs  to  200  person     you  do.  Advance  when  technology  does.  And  work  as 
llNIX  networks  (and  evervt  iins  in  ^^HbIi^      hard  for  vour  monev  as  vou  do. 


arketin 


ITICAL  ADVERTISING! 


HE  OTHER  BIG  LOSER 
i  NEW  HAMPSHIRE 


search  didn't  deliver  enougli  for  the  candidates  who  relied  on  it 


'A  sk  market  researchers  about  the 
^  success  of  Paul  E.  Tsongas  and 
Patrick  J.  Buchanan  in  New 
npsiiire,  and  these  beUevers  in  the 
ler  of  polhng;  would  be  hard-pressed 
.•ome  up  with  an  explanation.  After 
Tsongas  bested  his  Deni- 
atic  rivals,  and  Buchanan 

a  strong  second  to  Presi- 
it  Bush — even  though 
h  candidates  relied  very 
e  on  research, 
'songas  kicked  off  the  fi- 

week  of  the  primary 
h  a  television  commercial 
ilaining  why  he  opposes  a 

cut  for  the  middle  class. 
:  the  former  Massachu- 
ts  senator's  own  polls 
1  focus  groups  show  that 
st  middle-class  voters  fa- 

■  a  tax  break.  "He's  the 

ithesis  of  a  research-driv- 

candidate,"  says  Michael 
3a,  a  media  consultant  to 

■  Tsongas  campaign. 
Buchanan,  meanwhile,  ran 
commercial  that  rapped 
sh  for  not  pressing  Con- 
jss  harder  to  pass  the 
lite  House's  proposed 
)0  increase  in  the  income 
:  exemption  for  children, 
lich  Beltway  research  maven  put  him 
to  this  issue?  His  sister  and  campaign 
viser,  Angela,  who  saw  it  in  a  Wasli- 
gton  Post  article.  As  for  Frank  I. 
ntz,  the  29-year-old  college  professor 
10  takes  polls  for  Buchanan,  he 
iefed  the  renegade  conservative  for 
ly  15  minutes  a  day  in  the  final  week. 
AVY  INVESTMENT.  This  disregard  for 
search  is  in  stunning  con- 
ist  to  the  reverence 
own  by  other  top  candi- 
tes.  The  Bush  campaign 

run  by  a  trained  re- 
archer,  Robert  M.  Teeter. 

draws  on  the  deep  re- 
urces  of  the  Republican 
irty:  The  GOP  conducted 
ree  large-scale  focus 
■oups  on  the  evening  of 
e  President's  State  of  the 
nion  speech  to  test  reac- 


tion to  his  message.  And  Gov.  Bill  Clin- 
ton actually  observed  several  of  the  dai- 
ly voter  focus  groups  his  campaign 
sponsored  across  New  Hampshire. 

The  dramatic  results  in  that  state  un- 
derline ;in  unforeseen  truth  about 


the  1992  election:  The  sophisticated  mar- 
ket research  that  helped  propel  Reagan 
in  1984  and  Bush  in  1988  won't  be 
enough  to  win  the  White  House  this 
time  around.  "What  makes  1992  differ- 
ent is  that  the  economy  is  an  overriding 
issue,"  says  Larry  J.  Sabato,  a  professor 
of  government  at  the  University  of  Vir- 
ginia and  the  author  of  a  book  on  politi- 


KETING 


CAMPAIGN  1992'S  TOP  RESEARCH  MINDS 

GEORGE  BUSH/Fred  Steeper  Longtime  associate  of  Robert  M.  Teeter, 
GOP  researcher  and  now  Bush's  campaign  manager 

PATRICK  BUCHANAN/Frank  LuntZ  29-year-old  professor  of  American 
civilization;  holds  a  doctorate  in  political  science 

PAUL  TSONGAS/Tubby  Harrison  Prominent  pollster  in  Massachusetts 
politics;  was  poll  taker  for  Michael  Dukakis  in  1988 

BILL  CLINTON/Stanley  Greenberg  Key  Democratic  strategist;  taught 
at  Yale;  published  a  book  on  quantitative  data  gathering 


cal  consulting.  Research  works  best  in 
politics  when  the  race  is  close  and  issues 
are  muddier,  argues  Sabato.  This  year, 
voters'  fixation  on  the  economy  has  led 
them  to  demand  concrete  proposals  and 
made  them  less  tolerant  of  image-driven 
campaigns.  Nor  does  research  protect 
against  outside  calamities,  such  as  the 
rumors  dogging  Clinton. 

That's  bad  news  for  both  parties, 
which  have  invested  heavily  to  plumb 
the  psyches  of  voters.  But  it's  a  particu- 
larly cruel  twist  for  the  Democrats:  The 
party  has  made  it  a  top  priority  to  close 
what.it  sees  as  a  long-standing  research 
gap  with  the  Republicans.  "We  need 
new  tools,"  says  Paul  Tully,  political  di- 
rector of  the  Democratic  National  Com- 
mittee. As  recently  as  the 
1984  Mondale  campaign,  he 
says.  Democrats  believed 
that  market  research  efforts 
took  second  place  to  stitch- 
ing together  different  inter- 
est groups,  such  as  labor 
and  Southern  voters.  In 
1992,  the  DNC  will  spend  sev- 
eral hundred  thousand  dol- 
lars on  research  for  the 
Presidential  race  alone. 
DIAL  FOR  PAIN.  The  Demo- 
crats have  a  way  to  go  to 
close  the  research  gap.  The 
GOP  is  historically  better 
funded,  and  its  long-time 
connection  to  Madison  Ave- 
nue has  given  the  party  ac- 
cess to  some  of  the  ad  indus- 
try's savviest  market 
researchers.  Republican  re- 
search helj)ed  produce  Rea- 
gan's "Morning  in  America" 
ads  in  1984.  Exceptionally 
broad  surveys  by  GOP  poll- 
ster Richard  B.  Wirthlin  re- 
vealed that  Americans  were  feeling  bet- 
ter about  themselves  than  they  had  in 
decades.  "We  wouldn't  have  had  the 
same  confidence"  about  the  spots'  dewy- 
eyed  emotionalism  without  the  research, 
says  Philip  B.  Dusenberry,  vice-chair- 
man of  BBDO  Worldwide  Inc.  and  a  mem- 
ber of  Reagan's  advertising  team. 
Now,  the  Deinocrats  are  nurturing 
their  own  Wirthlins.  The 
DNC  hired  pollster  Mark 
Mellman  to  stage  a  large 
focus  group  on  Jan.  28  to 
gauge  reaction  to  President 
Bush's  State  of  the  Union 
Address.  The  members 
were  each  given  a  handheld 
instrument,  which  they  di- 
aled up  or  down  to  reflect 
their  response  to  what  the 
President  was  saying.  Tully 
says   the   results  suggest 
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STRATEGIES  I 


GUESS  WHAT 

TRAMMELi  CROW  IS  EATING 

The  humbled  developer  is  resorting  to  pusliing  services 


In  real  estate's  boom  years,  Trammell 
Crow  Co.  was  one  of  the  most  fero- 
cious competitors  around.  The  leg- 
endary builder  staffed  itself  with 
hungry  young  MBAs  from  the  top 
schools,  paying  them  meager  salaries 
but  giving  them  equity  in  the  projects 
they  built.  Crow's 
"partners"  trans- 
formed skylines 
and  landscapes 
across  the  country 
with  thousands  of 
shiny  office  towers, 
shopping  centers,  and 
warehouses.  It  was  by 
far  the  largest 


down  from  $2.2  billion  in  1985  (cl 
This  year  won't  be  much  better,  \nv  ( 
Williams,  who  joined  the  compan 
1973.   Adds   founder  Trammell  (') 
"This  downturn  is  all-pervading,  ai 
promises  to  be  a  long  time  in  curin  ' 
These  days,  the  CEO  is  trying  t(  i 
ment  Crow's  claim  to  tne  fiercely  i/: 
petitive  market  for 
real  estate  services. 
More  out  of  ne- 
cessity than 
choice,  the  Dallas- 
based  company 


Once  builders  of  skylines,  CEO  Williams  and  Trammell 
Crow  now  face  a  nasty  legal  battle  with  a  former  partner 


that  voters  feel  the  President  doesn't 
really  understand  the  economic  pain 
many  Americans  are  experiencing. 

Another  research  pioneer  for  the 
Democrats  is  Stanley  Greenberg,  a  strat- 
egist who  made  exhaustive  use  of  focus 
groups  for  a  seminal  1985  study  on  why 
working-class  voters  in  Michigan  were 
abandoning  the  Democratic  Party  for 
Reagan.  Greenberg  signed  on  early  with 
Clinton,  who  took  the  need  for  research 
more  to  heart  than  any  other  Democrat- 
ic contender.  Based  on  voter  surveys  he 
did  in  New  Hampshire  before  Christmas, 
Greenberg  advised  Clinton  to  concen- 
trate on  the  economy  in  his  advertising. 
One  commercial  showed  Clinton  discuss- 
ing his  proposals  and  featured  a  toll-free 
number  viewers  could  call  for  details. 
After  this  spot  started  airing  in  early 
January,  Clinton  surged  from  20'/'  to 
337'  in  the  polls. 

NO-IMAGE  ALLURE.  Then  Clinton  ran  into 
trouble  over  allegations  about  extramar- 
ital affairs  and  his  draft  deferment. 
Greenberg's  research  machine  went  into 
overdrive:  After  conducting  daily  focus 
groups  across  the  state,  Clinton's  media 
advisers  produced  a  60-second  biographi- 
cal spot  emphasizing  his  hardscrabble 
roots  and  self-made  success. 

But  the  tide  of  damaging  publicity  ul- 
timately was  too  strong  to  turn  back. 
"He  could  have  the  finest  research  mi- 
croscope in  the  world,"  says  Alex  Castel- 
lanos,  a  media  adviser  to  the  Bush  cam- 
paign, "but  he  had  an  elephant  charging 
at  him."  Voters  were  also  charmed  by 
Tsongas'  unrehearsed  manner  and  focus 
on  the  issues:  "Tsongas  would  have 
been  a  footnote  in  1988,"  says  Sabato. 
"But  his  lack  of  image  actually  rein- 
forces his  substance." 

The  same  is  true  of  Buchanan,  who 
has  spent  only  37  of  his  campaign  bud- 
get on  market  research,  less  than  the  57 
to  77  that  is  customary  for  a  Presiden- 
tial bid.  Because  the  campaign  didn't 
have  the  money  to  conduct  focus 
groups,  Luntz  had  13  students  from  his 
class  at  the  University  of  Pennsylvania 
travel  with  him  in  New  Hampshire,  and 
they  served  as  a  "floating  focus  group." 
Primitive,  yes.  But  frustrated  voters  re- 
sponded to  Buchanan's  blunt  criticism  of 
Bush's  economic  policies. 

Now,  as  attention  shifts  to  the  big 
Southern  primaries,  Tsongas  and  Bu- 
chanan will  have  to  translate  their  seat- 
of-the-pants  success  to  a  larger  and 
more  complicated  political  landscape. 
And  they  must  assume  that  the  economy 
will  revive  at  least  somewhat  by  the 
time  of  the  general  election.  It's  one 
thing  to  run  on  your  gut  in  a  state  with 
barely  1  million  people  and  a  tiny  media 
market.  But  Tsongas  and  Buchanan  will 
need  more  than  their  instincts  for  the 
long  march  through  Dixie. 

By  Mark  Ln tidier  iu  New  York 


proud  of  it.  Yet  the  mood  at  Trammell 
Crow  is  vastly  different  these  days.  Ask 
CEO  J.  McDonald  (Don)  Williams  which 
U.  S.  company  was  No.  1  in  commercial 
development  last  year,  and  he  shrugs:  "I 
don't  even  care." 

The  answer  is  still  Trammell  Crow. 
But  that's  not  much  to  brag  about  now 
that  the  industry  is  a  shadow  of  its  for- 
mer self.  Crow  started  about  $100  mil- 
lion worth  of  new  construction  last  year, 


now  wants  to  establish  itself  as  a  a 
stop  shop  for  property  managenmt 
leasing,  construction  management,  in-r 
mation  services,  and  yes,  even  a  lili 
development. 

But  the  transformation  of  the  oie 
freewheeling  Crow  has  been  wrencluj 
with  fierce  internal  debates  and  na.; 
lawsuits  among  top-ranking  partn^: 
who  once  considered  themselves  bnn 
ren.  More  than  half  of  the  170  partn': 
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lived  in  Crow's  commercial  proper- 
four  years  ago  have  left  the  compa- 
Many  simply  couldn't  or  wouldn't 
;e  the  transition  from  go-go  deveiop- 
it  to  slow  and  steady  management, 
■u're  taking  a  bunch  of  fighter  pilots 
telling  them  that  now  they  have  to 
ntain  the  aircraft  carrier,"  explains 
estate  consultant  Christopher  B. 
iberger,  who  worked  with  Crow  on 
year's  far-reaching  reorganization, 
row  had  little  choice  but  to  try  some- 
g  new.  When  the  overheated  real  es- 
market  collapsed.  Crow's  growth 
nula  became  a  recipe  for  disaster, 
'.e  partners  could  hit  it  rich  only  by 
eloping,  they  had  little  incentive  to 
V  down.  Crow  soon  found  itself  with 
;lew  of  troubled  properties  whose 
tal  income  failed  to  cover  the  debt 
/ice.  Rocked  by  unfounded  bankrupt- 
'umors  in  1990  and  pressed  by  edgy 
lers,  Crow  slammed  on  the  brakes, 
he  old  Crow  was  not  a  typical  compa 
but  a  complex  web  of  1,500  partner- 
)s,  joint  ventures,  and  corporations, 
ividual  partnerships  were  formed  for 
ually  every  one  of  the  parent  compa- 
>  projects.  But  after  workouts  with 
re  than  150  lenders  and  a  consolida- 
1  of  equity  ownership  among  Crow 
tners,  the  players  have  changed.  The 
tnerships  are  no  longer  active  build- 
,  but  they  still  hold  stakes  in  some 
)0  projects,  valued  at  about  $9  billion, 
it's  down  from  $11.2  billion  in  1989 
ause  of  property  sales,  falling  values, 
I  foreclosures. 

ERNAL  AFFAIRS.  The  makeover  creat- 
a  separate  entity  to  focus  on  service 
sinesses,  including  management  of 
)w  properties.  This  "new"  Crow, 
ned  mostly  by  77-year-old 
immell  Crow,  his  family,  and 
)  Williams,  now  offers  em- 
yees  market-rate  salaries, 
luses,  and  profit-sharing. 
3  company  also  has  eliminat- 
9  of  its  15  regional  offices 
1  wiped  out  a  layer  of  middle 
nagement.  Total  employ- 
nt  is  down  almost  24%  since 
!9,  to  2,650.  The  Crow  family 
in't  gone  unscathed  in  the 
tructuring.  Harlan  R.  Crow, 
;on  of  the  founder  and  man- 
3r  of  the  family  interests, 
ures  the  Crows'  net  worth 
s  plunged  some  507"  from  its 
ik  of  more  than  $1  billion. 
Fhe  remaking  of  Crow  has  been  ran- 
rous.  The  company  is  tight-lipped 
out  its  feuds,  but  one  major  dispute  is 
irkly  displayed  in  recent  lawsuits  filed 
federal  and  state  courts  in  Dallas.  The 
:ht  stems  partly  from  a  system  in 
lich  partners  borrowed  from  or  lent  to 
e  another  to  cover  cash  requirements 
their  projects  and  operations.  When 
il  estate  slumped,  it  was  clear  that 


many  partners  would  never  be  able  to 
repay  their  internal  loans.  So  Crow  cre- 
ated a  "roll-up"  program  to  dig  them  out 
of  their  deep  holes:  In  exchange  for  a 
partner's  equity  in  his  projects.  Crow 
forgave  the  internal  debt.  When  the  eq- 
uity was  worth  less  than  the  debt,  the 
few  solvent  partners,  including  the 
Crows  and  Williams,  absorbed  the  differ- 
ence as  a  loss. 

BOGUS  LOSSES?  More  than  100  partners 
agreed  to  roU-ups,  with  many  of  them 
leaving  Crow.  But  the  program  wasn't  a 
hit  with  everyone.  Last  September,  the 
company  sued  former  Managing  Partner 
Joel  C.  Peterson  for  refusing  to  absorb 


his  share  of  the  debts  from  insolvent 
partners.  The  18-year  Crow  veteran  shot 
back  with  his  own  lawsuits. 

Peterson  accuses  the  Crows  and  Wil- 
liams of  using  the  roll-ups  to  grab  con- 
trol of  the  assets  and  the  operating  com- 
pany for  only  pennies  on  the  dollar.  In 
the  process,  he  says,  they  allocated  to 
him  more  than  $34  million  in  bogus 
losses.  The  losses  were  inflated,  he 
claims,  because  the  equity  the  partners 


were  trading  in  was  vastly  undervalued. 
One  reason  few  partners  resisted  was 
that  the  company  promised  the  debt  for- 
giveness would  not  be  taxable,  he  adds. 
If  it  is  taxable,  as  Peterson  contends, 
many  former  partners  could  be  hit  with 
huge  tax  bills.  Williams  declines  to  com- 
ment on  the  charges,  except  to  deny 
them. 

The  courts  won't  be  Crow's  only  bat- 
tleground. As  it  pushes  into  real  estate 
services,  the  company  faces  a  slew  of 
competition,  not  only  from  regional  prop- 
erty managers  and  brokerage  companies 
but  from  financial  institutions  and  other 
developers  as  well.  "There's  a  lot  more 
volatility  than  there  used  to  be,"  with 
management  contracts  often  canceled  on 
60  to  90  days'  notice,  says  real  estate 
economist  Richard  Kateley.  Crow  will 
also  need  to  be  careful  when  its  proper- 
ties are  vying  for  tenants  against  build- 
ings owned  by  its  clients.  "That's  an  in- 
tolerable conflict  of  interest,"  says  John 
L.  Dowling,  executive  vice-president  at 
rival  Cushman  &  Wakefield  Inc. 

The  competition  will  almost  certainly 
make  profits  harder  to  come  by.  Crow's 
services  business  had  operating  income 
of  $14.4  million  last  year  on  revenues  of 
$158  milHon.  Now,  many  outsiders  ques- 
tion whether  Crow  can  achieve  the  107 
to  157'  operating  margins  it's  aiming  for. 
With  increasing  competition,  "margins 
are  low  and  getting  lower"  in  real  estate 
services,  says  Kateley. 
'SEAMLESS  QUALITY.'  But  Crow  has  some 
potentially  formidable  advantages,  in- 
cluding a  well-known  name,  a  major 
presence  in  45  markets,  and  long  experi- 
ence managing  its  own  properties.  Crow 
hopes  to  gain  another  edge  by  dealing 
with  fewer  suppliers  to  get  big- 
ger discounts.  That  could  lower 
a  building  owner's  total  operat- 
ing costs  by  67  to  97,  esti- 
mates Mark  Gottfredson  of 
Bain  &  Co.,  a  consultant  work- 
ing with  Crow  on  improving  its 
services  business. 

The  Peterson  suit,  of  course, 
has  been  a  major  distraction. 
People  on  both  sides  agree  that 
some  sort  of  settlement  is  like- 
ly. But  in  the  meantime,  Crow 
is  trying  to  focus  on  the  nitty- 
gritty  of  the  services  business. 
A  top  priority  for  Williams  is 
ensuring  what  he  calls  "seam- 
less quality"  across  all  Crow  offices.  A 
committee  of  top  Crow  executives  is  try- 
ing to  establish  standards  in  every  facet 
of  the  company's  operations — from  han- 
dling maintenance  requests  to  dealing 
with  tenants  who  are  late  paying  the 
rent.  That's  hardly  the  stuff  that  a  de- 
veloper's dreams  are  made  of.  But  it 
may  be  Crow's  best  chance  for  building 
a  company  with  any  enduring  value. 

By  Wendy  Zellncr  in  Dallas 
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BIOTECH:  AMERICA'S 
DREAM  MACHINE 

WILI  IT  BECOME  THE  DOMINANT  GROWTH  INDUSTRY  OF  THE  1990s? 


Los  An^^eles  Ktockl)roker  Richard  Bock  had  one  heck  of  a 
1991.  The  58-year-old  biotech  stock  specialist  for  Sutro  &  Co. 
racked  up  200'^  to  'MW'  grains  for  most  of  his  clients  and 
made  "more  money  than  I've  made  in  my  life."  Now,  Bock  is 
lookinfj  at  million-dollar  homes.  His  clients  say  he  earned  his 
fortune:  Several  call  hini  a  "walking  encyclopedia  of  the  field." 
But  lately,  when  he's  knee-deep  in  literature  from  some  250 
public  biotech  companies,  he  wonders  why  he  bothers.  "It  doesn't 
pay  to  be  too  smart,"  he  says,  "when  95'.'  of  the  investors  have 
no  idea  what  they're  doinjj;." 

Last  year,  anyone  could  have  made  out  in  l)iotech:  If  in  January 
you  had  invested  in  one  of  six  companies  with  "immune"  in  its 
name — Immunex,  ImmuLogic,  ImmunoGen,  Immunomedics,  Med- 
Immune.  or  Immune  Response — you'd  have  had  a  &)'  '  to  1,200'/^ 
^mn  by  [)ecember.  Biotech  stocks  as  a  group  soared  100'; -plus, 


the  FD.A  raised  questions  about  Centoxin,  its  drug  that  fiv 
blood  infections  called  sepsis. 

But  the  speculation  over  when  the  market  frenzy  will  i 
overshadows  an  inescapable  truth:  The  supercharged  stock  ri ; 
isn't  just  for  investors.  It's  a  coming-out  for  the  industry, 
More  than  50  biotech  babies  have  gone  public  since  1991,  v;' 
another  50  public  companies  raised  new  equity.  The  tally,  wi 
rises  daily  as  companies  file  for  more  public  offerings,  hacni 
$4.5  billion  by  late  January,  more  than  the  industry  raised  inb 
previous  decade  and  enough  to  fund  mountains  of  new  resea-fi 
Just  15  years  after  the  industry  was  creat- 


ed, "it's  as  if  biotecii  is  being  reborn,' 
says  Gordon  M.  Binder,  Amgen'; 
chief  executive. 

Indeed,  biotech,  v.iiich  manip- 
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three  limes  the  ris»'  in  the  Standard      Poor's  400-stock  index. 

This  is  surely  a  passing  phenomenon,  set  off  in  part  by  the 
flight  from  sagging  real  estate  values,  busted  banks,  and  low- 
yielding  bonds.  Should  industry  leader  Amgen  Inc.  stumble,  says 
Phillij)  J.  Whitcome,  CEO  of  Nrurogen  Corp.,  "it  would  not  only  be 
Armageddon  for  Amgen  but  for  everybody."  Already,  1991  high- 
fliers Immune  Response,  M(;i  Pliarma,  Chiron,  Synergen,  and 
Centocor  have  slid  well  off  their  highs.  U.  S.  Bioscience  Inc., 
based  in  West  Conshohocken,  Pa.,  lost  half  its  $1.2  billion  market 
value  one  day  in  February  after  a  Food  &  Drug  Administration 
committee  sought  more  data  on  the  company 's  cancer  drug,  Eth- 
yol.  On  Feb.  19,  Centoeor's  stock  quickly  dropped  9  points  after 


ulates  the  very  processes  of  life,  has  emerged  as  the  driving  foi« 
in  medical  technology.  Biotech  companies  are  developing  ncil 
drugs  that  will  target  traditional  diseases  more  precisely  tin 
conventional  drugs  do.  Some  of  these  will  treat,  and  perhaps  e'U 
conquer,  incurable  or  inherited  disorders  such  as  AIDS,  multk 
sclerosis,  and  Alzheimer's.  Old-line  drugmakers  have  gotten  e 
message.  It's  getting  much  harder  to  come  up  with  effective  ha' 
varieties  of  the  chemical-based  drugs  in  which  they  specialize,  c 
the  Mercks,  Roches,  and  Sandozes  of  the  world  are  recharge 
their  product  portfolios  by  buying  stakes  in  biotech  compan? 
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inkinjr  joint  ventures.  They're  getting  some  pointers  in  the 
too,  where  a  marriage  of  biotech  with  chemical  synthesis  may 
lead  to  innovative  "superdrugs"  that  will  be  discovered 
out  the  lengthy,  trial-and-error  approach  used  to  find  conven- 
il  treatments. 

eing  such  potential,  even  the  laissez-faire  Bush  Administra- 
wants  to  bolster  one  of  the  few  U.  S.  high-tech  industries 
still  holds  a  commanding  world  lead.  On  Jan.  31,  the  Admin- 
tion  unveiled  its  "Biotechnology  Initiative,"  a  plan  to  increase 
ral  supi)ort  for  basic  biotech  research  by  77',  to  $4.03  billion 
lally.  In  making  that  announcement,  D.  Allan  Bromley,  the 
ident's  science  adviser,  observed  that  since  World  War  II, 
nologies  derived  from  physics,  chemistry,  and  the  physical 
ices  have  dominated  world  economies.  But  in  the  future,  he 
icted,  that  role  may  go  to  biotech. 

IE  STRETCH.  Unquestionably,  the  industry  is  building  momen- 
Fioneers  Genentech,  Amgen,  Chiron,  Biogen,  and  Centocor 
either  in  the  black  or  on  the  home  stretch  toward  getting 
e.  Biotech-related  drugs,  vaccines,  and  tests  now  rack  up 
3  than  $4  billion  in  annual  sales  worldwide.  Biotech  companies 
5  of  30  product  approvals  the  FDA  issued  in  1991,  and 
win  five  more  this  year.  Vector  Securities  Interna- 
il  Inc.,  a  Deerfield,  III,  investment  bank,  predicts 


preventing  heart  attacks,  would  grow  beyond  $200  million  a  year, 
807'  shy  of  what  optimists  had  once  predicted.  Genentech's  stock 
plunged,  taking  the  industry  with  it.  In  early  1990,  Genentech 
executives,  in  part  citing  an  inability  to  fund  all  the  promising 
research  in  their  labs,  sold  607  of  the  company  to  Roche  Holding 
Ltd.  for  $2.1  billion. 

But  when  Genentech  faltered,  Amgen  took  over.  On  the 
strength  of  EPO,  its  anti-anemia  drug,  and  G-CSF,  its  cancer- 
fighting  agent,  the  revenues  of  the  Thousand  Oaks  (Calif.)  com- 
pany more  than  doubled  last  year  to  $699  million.  Its 
profits  soared  2,4007,  to  $98  mil- 
lion. The  Street  has  rewarded 
that  growth  with  a  $10  bil- 
lion market  valuation.  And 
on  Jan.  1,  Amgen  joined 
the  Standard  &  Poor's 
500.  "Amgen  shows 
that  biotech  isn't  a 
pipe   dream,"  says 
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that  another  20  new  drugs,  or  new 
uses  for  drugs  already  on  the  market, 
could  be  approved  by  the  mid-1990s. 
That  could  be  just  the  beginning.  Smith  Bar- 
ney, Harris  Upham  &  Co.  biotechnology  analyst 
lise  M.  Gilbert  figures  that  publicly  held  biotech  companies 
e  100  drugs  in  human  trials  and  more  than  400  products  in 
le  stage  of  development.  The  potential,  adds  Gilbert,  "is  stag- 
ing." By  the  year  2000,  according  to  several  forecasts,  $50 
lOn  worth  of  biotech  products  should  be  on  sale  around  the 
be.  "We've  gone  from  10  years  of  mostly  dream  and  mytholo- 
to  reality,"  says  A.  Grant  Heidrichs  III,  a  Palo  Alto  (Calif.) 
ture  capitalist  with  the  Mayfield  Fund, 
'hat's  quite  a  turnaround  from  just  two  years  ago.  Then,  says 
loke  Byers  of  Kleiner  Perkins  Caufield  &  Byers,  a  San  Fran- 
:o  venture  capital  firm,  "we  were  wondering  how  we  were 
ng  to  fund  this  industry."  Wall  Street  was  fed  up  with  biotech. 
lentech  Inc.,  the  industry's  standard-bearer  in  the  1980s,  had 
lied.  By  1989,  it  seemed  unlikely  that  sales  of  TP  A,  its  drug  for 


The  ^\^'>^ 

Howard  E.  Greene  Jr.,  chairman  of  Amy- 
lin  Corp.  in  San  Diego.  "If  you  have  a  big 
idea  that  works,  it  creates  tremendous  value." 
Biotech  has  always  represented  a  big  idea.  It 
was  in  the  mid-1970s  that  molecular  biology  first  sug- 
gested revolutionary  cures  and  enormous  markets.  Sci- 
entists were  learning  to  replicate  and  alter  natural  proteins 
from  plants,  animals,  and  humans.  Advocates  predicted  that  bio- 
tech would  soon  yield  superhardy  crops  or  improved  livestock. 
And  they  envisioned  legions  of  microbes  digesting  pollution.  Most 
of  those  goals  are  still  just  dreams  (page  72). 

But  in  medical  biotech,  the  miracles  have  begun.  They  can  be 
traced  to  1976,  when  venture  capitalist  Robert  A.  Swanson  and 
University  of  California  at  San  Francisco  scientist  Herbert  W. 
Boyer  sketched  out  a  business  plan  for  Genentech  in  a  San 
Francisco  tavern.  By  the  early  1980s,  Genentech  and  contempo- 
raries such  as  Biogen  and  Cetus  had  become  expert  at  coaxing 
large  quantities  of  valuable  natural  proteins,  such  as  insulin  or 
interferon,  from  cellular  factories.  The  process  was  called  gene- 
splicing,  or  recombinant-DNA  technology.  It  was  the  first  funda- 
mentally new  drugmaking  approach  to  come  out  in  decades. 

Traditionally,  big  drug  companies  had  screened  thousands  of 
chemicals  to  find  one  that  would  cure  disease.  This  costly,  time- 
consuming  process  often  created  drugs  with  undesirable  side 
effects.  The  gene-splicers  believed  that  drugs  derived  from  the 
body's  own  immune  system  and  other  natural  methods  for  fight- 
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ing  disease  would  provide  more  precise 
cures  with  fewer  side  effects.  Compa- 
nies such  as  Centocor  Inc.  and  Hybritech 
Inc.  used  another  technique  to  churn  out 
monoclonal  antibodies,  the  body's  de- 
fenses against  bacteria  and  viruses. 

The  early  companies  found  valuable 
drugs  this  way — sometimes  more  valu- 
able than  first  imagined.  Alpha  Interfer- 
on, for  instance,  was  first  approved  to 
treat  a  rare  cancer  called  hairy-cell  leu- 
kemia. But  it  has  since  found  an  $800 
million  worldwide  market  as  a  treatment 
for  herpes  and  hepatitis,  and  it's  being 
tested  against  AIDS.  The  market  for  oth- 
er protein  drugs,  includ- 
ing insulin  to  treat  dia- 
betes, human  growth 
hormone  to  treat  growth 
deficiencies,  and  Genen- 
tech's  clot-busting  TPA, 
is  well  over  $2  billion.  At 
least  a  dozen  promising 
gene-spliced  drugs  are 
now  being  tested  in  pa- 
tients, including  a  drug 
to  speed  wound  healing 
from  Celtrix  Laborato- 
ries, an  infection-fight- 
ing agent  from  Syner- 
gen,  and  an  anticancer 
drug  from  ImClone. 

By  the  mid-1980s,  however,  it  was 
clear  that  protein  drugs  have  weakness- 
es. They  are  expensive  and  hard  to 
make.  And  they  are  large  molecules  that 
break  down  cjuickly  in  the  body.  So  they 
must  be  injected  to  do  their  work.  That's 
fine  for  life-threatening  conditions.  But 
most  drug  industry  profits  come  from 
products  that  treat  chronic  ills  such  as 
hypertension  or  pain,  where  pills  are  the 


WITH  THE  BIG  DRUG 

COMPANIES  IN 
PURSUIT,  BIOTECH'S 
WUNDERKINDER  ARE 
SPEEDING  OFF  IN  NEW 
DIRECTIONS 


easiest  method  of  delivery.  That's  why 
biotech  companies  like  superdrugs.  In 
theory,  these  will  be  discovered  and  de- 
signed using  advanced  technicjues  of  bi- 
ology. But  they'll  be  made  by  old-fash- 
ioned chemical  synthesis  and  taken  as 
pills.  It  may  be  the  late  1990s  before  the 
first  superdrugs  reach  market.  But  al- 
ready, they're  transforming  biotech's. 
culture.  "Gene  jockeys"  once  flatly  re- 
jected chemistry  techniques  for  making 
drugs.  Now,  they  are  hiring  chemists. 

Almost  in  mirror  image,  conventional 
drugmakers  have  decided  that  biotech 
tools  are  too  powerful  to  be  left  to  start- 
ups. They  began  build- 
ing internal  biotechnolo- 
gy groups  in  the  early 
1980s.  These  haven't 
been  hugely  productive. 
But  they  ensure  that 
nowadays,  when  inves- 
tors bet  on  biotech,  they 
aren't  putting  their  mon- 
ey on  some  fringe  idea. 
They're  wagering  on 
whether  the  Davids  have 
the  creativity,  drive,  and 
resources  to  better  the 
Goliaths  at  the  same 


game. 


The  wunderkinder  are  speeding  off 
in  many  directions  (table).  And  unlike 
their  predecessors,  some  are  targeting 
classes  of  disease  instead  of  specific 
technologies.  At  least  a  dozen  compa- 
nies, including  Alkermes,  Athena  Neuro- 
sciences,  Neurogen,  and  Regeneron,  are 
focusing  on  disorders  of  the  central  ner- 
vous system — from  Alzheimer's  to  Par- 
kinson's and  Lou  Gehrig's  disease.  Com- 
panies such  as  Icos,  Cytel,  ImmuLogic, 
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and  Anergen  are  after  drugs  that  trit 
inflammatory  and  auto-immune  dis-- 
ders,  such  as  rheumatoid  arthritis.  % 
least  six  others — including  COR  Thti- 
peutics,  Gensia,  and  Arris — want  to  c< 
cardiovascular  disorders,  while  Curat( 
Technologies  is  developing  drugs  i 
speed  wound-healing. 

There  are  numerous  ways  to  atfcfi 
any  disease.  So,  some  researchers  S71 
this  broader  approach  helps  identify  si 
best  potential  treatments.  "Ask  me  ^ 
program,  and  I'll  tell  you  our  target?; 
says  Vaughn  M.  Kailian,  president! 
COR  Therapeutics  Inc.  The  South 
Francisco  company  has  raised  $51.-")  1 
lion  to  exploit  insights  into  cardiovas 
lar  disease.  Its  first  product,  now  ■ 
tests,  inhibits  blood  clots  in  patients  w, 
have  suffered  heart  attacks. 
ERRANT  GENES.  Still,  some  new  techi . 
ogies  are  so  promising  that  it's  cra/,\'  1: 
to  focus  on  them.  Consider  "antist  ri^ 
technology,  the  central  strategy  0I'  ( 1 
ad  Sciences,  Isis,  and  Genta.  Its  aim  is 
sabotage  disease-causing  genes  by  st-i 
ing  in  chemicals,  modeled  after  10 
that  stop  these  genes  from  working,  i 
other  group,  including  startup  Tula 
Inc.  in  Menlo  Park,  Calif.,  and  Onenixi 
Science  Inc.,  wants  to  exploit  transci 
tion  factors,  or  chemicals  within  et 
that  turn  genes  on  and  off.  In  tlieo 
antisense  and  transcription  techndlo 
could  short-circuit  cancer  and  disonli 
such  as  Huntington's  disease  and  sick- 
cell  anemia.  Says  Michael  Riordon,  pre 
dent  of  Gilead:  "If  you  focus  on  dise;i 
without  a  powerful  technology,  you  m 
just  make  incremental  advances." 

Another  high-octane  technology,  ( 
veloped  by  Vertex  Pharmaceuticals  Ii 


RECOMBINANT  DNA  TECHNOLOGY 


Gene-sp\\cinQ  lets  companies  make  proteins 
that  perform  critical  functions  in  the  body. 
This  can  lead  to  drugs  such  as  EPO,  which 
stimulates  red  blood  cells  to  grow.  Increas- 
ingly, scientists  use  this  technology  to  study 
diseases.  Then  they  cfioose  one  of  the 
technologies  (right)  to  fight  it 

Companies  pursuing  protein  drugs: 
AMGEfJ,  AMYLIN,  BIOGEN,  CAL  BIO,  CHIRON, 
GENENTECH,  GENETICS  INSTITUTE,  GENSIA,  GENZYME, 
IMCLONE,  IMMUNEX,  REGENERON,  REPLIGEN, 
SYNERGEN,  T  CB.L  SCIENCES,  XOMA 


VACCINES 


Biotech  can  turbo- 
charge  older  vaccines. 
This  approach  is  being 
tried  to  attack  infectious 
maladies  ranging  from 
AIDS  to  Lyme  disease 

CHIRON,  GENELABS,  IMMUNE 
RESPONSE,  MEDIMMUNE, 
REPUGEN,  NORTH  AMERICAN 
VACCINE 


CARBOHYDFl 

chemistrI 


Sugar  molecules 
body  act  as  roadt 
for  cells  and  chera 
that  exacerbate  iio 
motion.  Some  coi 
ponies  hope  to  bi  1 
the  migration  of  tfS 
damaging  agent;J 
treat  such  diseaseo 
rheumatoid  artfir,- 

ALPHA-BETA  ,  BIOGEIC 
GENENTECH,  GENZYi, 
GLYCOMED,  ICOS 


A  GUIDE  TO 
WHO'S  WHO 
AHD  WHAT'S 
WHAT 

Genta,  Gensia,  ■ 
Gehzyme.  Do 
thes'e-bpt  little 
biotech  companies 
sound  the  same  to 
you?  Can't 
remember  who's 
doing  what  in 
biotech  research? 
Here's  help:  \ 
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AKOuron  Phurma- 
:icals  Inc.,  marries 
echnology  and  com- 
er-aided drug  de- 
1.  These  companies 

biotech  to  dissecl 

structure  of  pro- 
s  in  the  body  called 
jptors.  Receptors, 
ch  sit  on  the  sur- 
!S  of  cells,  act  as 
ekeepers  that  let 
:ain  agents  enter 
influence  cells — kill 
infect  them,  or 
iige  their  behavior, 
ctically  all  drugs, 
n  chemical  ones, 
•k  by  linking  up,  or 
ling,  with  these  re- 
tors.  Once  Vertex 

Agouron  under- 
id  the  biology  of  a 
in  ailment,  they  use 
iputers  to  design 
mical  drugs  that  do 

job.  Agouron  al- 
iy  is  testing  a  psori- 
.  drug  on  humans. 
Iventually,  some 
rapies  now  in  the  lab 
;ht  even  eclipse  the 
d  for  drugs  as  we 
iw  them.  Companies  such  as  Genetic 
(rapy  Inc.,  which  raised  $14.5  million 
in  IPO  last  year,  and  Systemix  Inc., 
ed  in  Palo  Alto,  Calif.,  hope  to  one 

transplant  cells  in  patients  that 
^ht  permanently  fix  disorders.  One 
iroach  to  gene  or  cellular  therapy 
aid  be  to  insert  healthy  cells  that 
aid  churn  out,  for  example,  the  en- 
ne  missing  in  the  inherited  disorder 
\  deficiency,  which  results  in  a  se- 


BIOTECH  BROKER  BOCK:  "MORE  MONEY  THAN  I'VE  EVER  MADE  IN  MY  LIFE 


verely  weakened  immune  system.  An- 
other approach  might  transplant  geneti- 
cally altered  cells  that  make  large 
amounts  of  natural  agents  to  kill  viruses 
or  cancer  cells  right  in  the  body.  Eventu- 
ally, scientists  might  be  able  to  correct 
flaws  in  existing  genes. 

Such  dramatic  progress,  coupled  with 
the  bouyant  stock  market,  is  giving 
small,  technology-rich  companies  unprec- 
edented leverage  with  drugmakers. 


Typically,  a  few  years 
ago,  a  pharmaceutical 
house  might  have  given 
a  young  company  $1 
million  a  year  for  five 
years  in  research  sup- 
port in  exchange  for  the 
right  to  sell  the  star- 
tup's drugs  and  pay 
royalties  as  low  as  57". 
Most  early  biotech  com- 
Ijanies  didn't  even  sell 
their  first  products:  Bio- 
gen,  in  Cambridge, 
Mass.,  was  typical: 
Schering-Plough  Corp. 
l)0ught  rights  to  its  al- 
pha interferon  treat- 
ment for  cancer  and  vi- 
ral infections. 
STUNNING  PRICE.  No 
more.  Today,  biotech 
companies  command 
steeper  equity  prices, 
much  higher  cuts  of  the 
I)rofits,  and  longer-term 
commitments.  This  new 
bargaining  clout  testi- 
fies to  the  power  of  bio- 
tech. The  pipelines  of 
pharmaceutical  compa- 
nies are  crowded  with 
compounds  that  only  in- 
crementally improve  existing  drugs.  Bio- 
tech is  now  "the  engine  of  drug  develop- 
ment," says  Hubert  J.  P.  Schoemaker, 
chairman  of  12-year-old  Centocor. 

For  that  reason,  big  drug  manufactur- 
ers such  as  Glaxo,  Sandoz,  and  Pfizer 
are  spending  hundreds  of  millions  on  re- 
search and  equity  investments  in  small 
companies.  Last  fall,  Linda  Sonntag 
wowed  the  Street  by  selling  60'a  of  Sys- 
temix, a  cell  therapy  company  with  no 
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nessages  from 
vidual's  DNA 
jse  disease, 
ise'  molecules 
imicals  that 
ely  block  these 
)es  in  DNA.  In 
y,  ontisense 
night  keep  the 
irus  from 
ting  in  the  body 
ISIS,  GENTA,  TRIPLEX, 


CHEMICAL 
SYNTHESIS 


(Si 

Traditional  drugs  with 
a  twist.  Early  research 
uses  biotechnology, 
rather  than  random 
screening  of  chemicals, 
to  identify  the  most 
appropriate  targets 
for  drugs 

AGOURON,  ALKERMES, 
ATHENA,  CAMBRIDGE 
NEUROSCIENCE,  CEPHALON, 
GENELABS,  GENENTECH, 
NEUROGEN,  ONCOGENE 
SCIENCE,  VERTEX 


ANTIBODIES 


These  natural  disease- 
fighters  are  the  body's 
response  to  infection. 
Scientists  hope  to  use 
them  in  treating  disease- 
causing  pathogens,  such 
as  viruses,  and  in  curing 
autoimmune  diseases 

ALKERMES,  CENTOCOR, 
CHIRON,  COR,  CYTOGEN, 
GENELABS,  GENENTECH,  IDEC, 
IMCLONE,  IMMUNOGEN, 
IMMUNOMEDICS,  REPLIGEN, 
T  CELL  SCIENCES,  TANOX, 
UNIVAX,  XOMA 


PEPTIDE  CHEMISTRY 


Gene-spliced  protein 
drugs  are  large  and 
break  down  quickly  in 
the  body.  Peptides  are 
small  fragments  of 
proteins  that  can  do 
what  the  larger  drugs 
do  but  are  more  stable 
in  the  body.  Some 
peptides  are  powerful 
killers  of  bacteria 

AFFYMAX,  CENTOCOR, 
CHIRON,  COR  THERAPEUTICS, 
ICOS,  IMMULOGIC,  MAGAININ 


CELL  TRANSPLANT/ 
GENE  THERAPY 


Early  approaches  hinge 
on  transplanting  either 
healthy  or  genetically 
altered  cells  to  cure  ills 
such  as  cancer, 
diabetes,  or  AIDS 

ADVANCED  TISSUE  SCIENCES, 
APPUED  IMMUNE  SCIENCES, 
CELLPRO,  GENETIC  THERAPY, 
SOMATIX,  SYSTEMIX,  VIAGENE 
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warranty-longest  in  the  industrv  (plus  1  year  parts  and 
labor  on  the  printer  itself). 

Okidatas  simpler  printhead  costs  less  to  manufac- 
ture, and  results  in  a  simpler  design  overall-a  major 
reason  for  the  0L4()()s  low  cost,  it  also  comes  w  ith 
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THE  COUNTRY  COUSIN  IS  BLOSSOMING,  TOO 


Calif. 


kOger  H.  Salquist,  chief  executive 
of  Calgene  Inc.,  can  smile  as  he 
tours  his  greenhouses  in  Davis, 
In  a  few  months,  he  hopes  to 
market  the  world's  first  genetically  en- 
gineered, good-tiisting  tomato.  The  yel- 
low flowers  blooming  in  his  hothouses 
are  a  treasure,  too;  The  plants  produce 
canola,  which  can  be  used  to  make  non- 
polluting  industrial  lubricants,  healthi- 
er cooking  oils,  and  cheaper 
cosmetics  ingredients.  It's  ex- 
citing stuff.  Yet  Calgene's 
market  value  of  $180  million 
trails  that  of  many  biomedical 
companies.  "Everybody  as- 
sumes if  you  can  spell  'gene' 
you  can  cure  Alzheimer's," 
says  Salquist.  "I've  got  to 
bury  a  guy  in  50  pounds  of  oil 
before  they  believe  me." 

Calgene,  two  dozen  other 
small  companies,  and  several 
research  efforts  inside  the 
likes  of  Monsanto  Co.  and 
Ciba-Geigy  Ltd.  are  the  ugly 
ducklings  of  biotech.  A  decade 
ago,  they,  too,  embraced  ge- 
netic engineering.  But  they 
took  the  road  less  traveled — 
into  agriculture  and  industrial 
processes.  So  far,  the  payoff 
has  been  small:  James  McCa- 
mant,  editor  of  the  AgBiotech 
Stock  Letter,  says  that  less 
than  $200  million  worth  of  ag 
biotech  products  are  sold 
worldwide  each  year. 
LEANER  MEAT,  that  number 
should  soon  stiirt  to  grow. 
This  year,  the  industry  could 
receive  two  key  product  ap- 
provals from  the  Food  & 
Drug  Administration.  One  is 
Calgene's  tomato.  The  other, 
sold  by  Monsanto,  American 
Cyanamid  Co.,  and  others,  is 
called  BST.  It's  a  growth  hor- 
mone that  increases  milk  out- 
put in  cows.  Meanwhile,  Cel- 
gene  Corp.  in  Warren,  N.J., 
has  just  won  a  contract  from 
General  Electric  Co.  for  eight  "bioreac- 
tors,"  the  first  such  plants  in  the  U.  S. 
They  use  microbes  to  break  down  can- 
cer-causing methylene  chloride,  an  in- 
dustrial solvent. 

Ag  biotech's  weakness  hasn't  been  a 
lack  of  markets:  Total  agribusiness 
revenues  in  the  U.  S.  top  $1  trillion  a 
year.  Companies  such  as  Biotechnica 
International,  DN.X  Plant  Technology, 


Escagenetics,  IDEXX,  and  Belgium's 
Plant  Genetic  Systems,  have  a  roster 
of  exciting  projects:  disease-  and  pest- 
resistant  crops,  alternatives  to  petro- 
chemicals, animal  drugs  and  vaccines, 
food  safety  tests,  and  ways  to  grow 
livestock  with  leaner  meat.  Companies 
such  as  Mycogen  Corp.  and  Ecogen 
Inc.  are  replacing  chemical  pesticides 
with  safer,   less  polluting  "biopesti- 
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Product 

Developers 

Anticipated 
approval 

Market  potential 

Millions* 

ROT-RESISTANT 
TOMATO 

Calgene,  DNA 
Plant,  ICI 

1992 

$150 

BST  (MILK- 
PRODUCTION 
HORMONE) 

Monsanto, 
American  Cyanamid, 
Upjohn,  Eli  Lilly 

1992 

300 

INSECT-HERBICIDE- 
RESISTANT  CORN 

Crop  Genetics, 
Pioneer  Seed, 
DeKalb 

1994 

1,000 

PST  (LEAN  PORK 
HORMONE) 

Monsanto, 

American  Cyanamid, 
SmithKline 

mid-1990s 

500 

INSECT-HERBICIDE- 
RESISTANT  conoN 

Monsanto,  Calgene 

1995 

200 

*  Annual  sales 
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cides"  that  use  microbes,  not  chemi- 
cals, to  fight  pests.  Still  others  are  de- 
veloping microbes  that  eat  pollution. 
Monsanto  alone  has  spent  about  $1  bil- 
lion in  the  past  decade  on  ag  biotech. 

The  problem  is,  none  of  this  happens 
fast.  Ag  biotech  lags  behind  biomedical 
companies  in  basic  research,  partly  be- 
cause altering  whole  plants  and  ani- 
mals  is   trickier   than    making  cells 


churn  out  a  single  protein  to  use  in 
drug.  And  the  industry  is  constrain 
by  other  forces  of  nature.  "There 
only  one  summer  [a  year],"  notes  Pet 
S.  Carlson,  chief  scientist  at  Crop  G 
netics  International  Corp.  in  Hanov« 
Md.,  which  is  developing  pesticide-pi 
ducing  bacteria  that  live  inside  co 
plants.  Researchers  have  to  wait  f 
growing  seasons  or  for  gestation  ( 
cles  in  animals  to  see  if  th 
experiments  work. 
BLUE  YONDER.   Even  mo 
frustrating  is  that  while  W; 
Street  cheers  medical  comp 
nies  as  if  they  were  prizefigl 
ers,  ag  biotech  companies  a 
dodging  bullets.  Opponen 
such  as  gadfly  Jeremy  Rifk 
and   the   Environmental  D 
fense  Fund  argue  that  tl 
long-term  effects  of  genet 
tinkering  are  unknowable 
tentially  dangerous,  and 
worth  the  risk.  Their  protes 
have  delayed  initial  field  tria 
of  some  ag  biotech  products 
It  hasn't  helped  that  the  \ 
dustry  has  been  caught  in  re: 
ulatory  never-never  land.  TI 
FDA,  the  Agriculture  Depi 
and  the  Environmental  Prote 
tion  Agency  haven't  writt€| 
final  regulations  governing 
the  industry,  in  part  becaus- 
of  an  internal  Administratici 
battle  over  how  to  regulate  a 
biotech  products.  The  industr 
is  lobbying  to  break  the  loj 
jam.  But  if  the  resulting  regi 
lations  are  seen  as  lax,  saj 
Margaret  G.  Mellon,  the  Ni 
tional  Wildlife  Federation 
biotech  expert,  "environmei 
tal  groups  will  generate  oppi 
sition  as  never  before." 

A  lot  rides  on  Calgene' 
Flavr  Savr  tomato.  Calgene' 
technology  blocks  genes  in  b 
mato  cells  from  making  an  ei 
zyme  that  triggers  rot.  The  t( 
matoes  can  be  picked  riper,  s 
they  taste  better  and  still  withstan 
shipping.  Salquist  hopes  the  Flavr  Sav 
will  have  a  market  of  $150  million  ai 
nually  by  the  late  '90s.  If  it's  a  hit, 
might  dispel  fears  of  ag  biotech  an 
grease  the  regulatory  wheels — eve 
without  Calgene's  fancy  oils. 

By  Joan  O'C.  Hamilton  in  Davit 
Calif,  with  John  Carey  in  Washingto: 
and  Julia  Flynn  Siler  in  Chicago 
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duct  sales,  to  Saiidoz  Ltd.  for 
ion. 

lush  with  cash,  biotech  companies 

also  do  more.  In  the  past,  capital 
rta>ies  have  forced  them  to  do  "tri- 
,"  says  John  S.  Saxe,  head  of  Syner- 

Inc.  in  Boulder,  Colo.  That  meant 
osin^  just  one  of  several  pr-omisinjj 
jects  to  take  out  of  the  lab.  But  now, 
/  can  back  several  horses.  Saxe's 
ipany,  which  last  year 
ed  more  than  $;500  mil- 
,  is  testing  its  drug'  An- 

against  septic  shock 

five  other  diseases,  in- 
line leukemia  and  asth- 

Without  the  cash  th(> 
ipany  might  have  d(>- 
!d  or  forgone  testing 
some  of  those  markets, 
[ore  importiint,  if  one 
ject  bombs,  the  compa- 
won't  disappear  with  it. 
arogen,  in  Branford, 
in.,  has  high  hopes  for 

anti-anxiety  drug  it 
s  NDC91-1.  The  $50  mil- 
deal  it  signed  in  Feb- 
ry  for  Pfizer  Inc.  to 
;  up  development  and 
cketing  costs  gives 
ef  Executive  Whitcome 
ce  of  mind.  "If  the  first 
ipound  doesn't  work," 

says,  "you  have  the 
.■rewithal  to  survive." 
RMISHES.  Still,  survival 
aires  beating  big  odds: 
y  2  out  of  10  companies 

likely  to  stay  indepen- 
t,  says  Max  Link,  CEo 
Sandoz  Pharma  Ltd. 
id  mines  lurk  every- 
?re.  Drugs  that  work  in 

lab  or  in  mice  may  not 
•k  in  people.  In  the  ear- 
l980s,  Alpha  Interferon 
troyed  most  cancer 
s  in  test  tubes,  but 
■ked  more  selectively  in 
nans.  Or  a  drug  that 
•ks  miracles  in  some  pa- 
its  may  be  lethal  for 
ers.  The  cancer  drug  In- 
eukin-2  causes  fluid  re- 
tion,  which  has  killed 
le  patients. 

L  good  patent  may 
irantee  80^'  gross  mar- 
s.  But  a  patent  skirmish 

bring  disaster.  Last  year.  Genetics 
titute  Inc.  lost  an  appeal  over  a  pat- 
infringement  on  Amgen's  anemia- 
iter,  El>().  Genetics  Institute  ended  up 
ing  B07'  of  itself  to  American  Home 
'ducts  Corp.  for  $666  million, 
'he  prolonged  U.  S.  regulatory  pro- 
3  precludes  foreign-made  clones  from 
iling  a  market.  But  regulatory  sna- 
can  torpedo  even  the  most  promising 


c()nii)anies.  Cetus  Corp.  suffered  such  a 
setback  with  its  flagship  drug,  11-2.  Ce- 
tus had  $L'jO  million  in  the  bank.  But 
when  the  FDA  requested  more  data  on 
the  drug  last  year  and  delayed  its  ap- 
proval, Cetus'  board  sold  out  to  its 
Emeryville  (Calif.)  neiglil)()r,  ('hiron 
Corp.,  for  $650  million. 

At  this  stage,  no  one  can  predict 
which  companies  will  triumph.  One  key 


THE  NEXT  GENERATION  Of  HOPEFULS 

No  one  can  say  who  the  next  Genentech  of  Amgen  will  be.  But  analysts 
are  looking  for  the  next  success  story  to  emerge  from  this  sampling  of 
young  companies  expected  to  begin  turning  a  profit  in  the  mid-1990's 

Initial      Current      S2-Week      Equity  raised 
offering   price  (2/18)    High  Low  since  1991  (millions) 


AFFYMAX 

Drug-discovery  technology 

CAMBRIDGE  NEUROSCIENCE 

Nervous  system  drugs 

COR  THERAPEUTICS 

Anticlotting  drugs 

GENSIA 

Cardiovascular  drugs 

GILEAD 

Antisense  technology 
ICOS 

Inflammation 

IMMUNE  RESPONSE 

AIDS  vaccine 

MEDIMMUNE 

AIDS  vaccine 

REGENERON 

Nerve  repair 

SYNERGEN 

Septic  shock/Arthritis  drug 

VERTEX 

New  drug  design 
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to  prosperity,  say  fund  managers  and 
analysts,  is  a  broad  product  line.  Beyond 
that,  George  Rathmann,  Amgen's 
founder  and  now  chairman  of  Icos  Corp. 
in  Bothell,  Wash.,  stresses  such  elusive 
notions  as  having  smart  people  in  the 
lab  and  the  boardroom:  "It's  not  enough 
to  have  a  core  technology,"  he  says. 
"You  need  a  body  of  coherent,  leading- 
edge  science,  and  people  who  say:  'We're 


gonna  build  a  business.'  "  Promising  all 
that,  Rathman  raised  %'A'A  million  in  pri- 
vate funding  to  start  Icos  in 

Indeed,  capital  is  still  the  critical  vari- 
able. The  biotech  companies  that  went 
public  in  the  latest  spree  raised  some  $35 
million  on  average,  enougli  to  hold  them 
for  three  to  four  years,  says  Mark  Ed- 
wards, managing  director  of  Recombi- 
nant Capital,  a  San  Francisco  biotech  re- 
search firm.  Still,  it  costs 
more  than  $150  million  to 
bring  a  drug  to  market.  So 
"ill  two  or  three  years, 
these  companies  will  have 
another  extraordinary 
need  for  funds,"  says  G. 
Kirk  Raab,  Genentech's 
CEO.  In  a  perverse  way, 
the  recent  cash  infusions 
could  cause  pain  for  every- 
one down  the  line.  Says 
Stelios  Papadopoulos,  man- 
aging director  of 
PaineWebber  Inc.'s  health 
care  group  and  a  biotech 
investment  banker:  "The 
more  companies  you  have, 
the  more  money  you 
need."  And  the  more  com- 
petition there  will  be  for  it. 

The  ability  to  retin-n  to 
the  market  will  depend  in 
part  on  getting  a  compa- 
ny's story  out  to  investors, 
brokers,  and  fund  manag- 
ers. But  today,  "we  have  a 
crisis  of  coverage  by  sell- 
side  analysts,"  say  Papado- 
poulos. Smith  Barney's  Gil- 
bert figures  she's  trying  to 
track  50  companies. 

Only  those  companies 
that  make  good  on  their 
promises  will  get  analysts' 
attention.  And  only  those 
that  do  so  will  easily  raise 
more  money.  Thus,  "by  the 
middle  of  the  decade," 
says  broker  Bock,  "half 
these  companies  will  have 
merged  out."  That  may 
disappoint  investors  trying 
to  find  the  next  Amgen. 
Still,  many  companies  that 
have  sold  out  so  far  have 
netted  their  stockholders  a 
handsome  payoff. 

There's  also  another 
problem  skulking  in  the  fu- 
ture. Once  biotech  companies  have  a 
product  to  sell,  they  tend  to  charge  a  big 
premium:  TPA,  for  example,  costs  $2,200 
per  dose,  while  a  full  year's  treatment 
with  EPO  can  run  $5,000.  Such  prices  are 
on  a  collision  course  with  efforts  to  con- 
trol escalating  U.  S.  health  care  costs. 

William  R.  Magruder,  who  oversees 
pharmacy  purchases  for  Premier  Alli- 
ance Inc.,  a  buying  cooperative  of  48 
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teaehiiifr  hospitals  based  in  Westchester, 
III.,  says  20''  of  his  members'  drug  bud- 
gets go  for  a  handful  of  biotech  drugs. 
Magruder's  study  of  Centocor's  Cen- 
toxin,  scared  him.  Some  studies  show 
that  the  treatment  could  cost  $24,000  for 
each  year  of  life  saved.  "Can  we  afford 
to  spend  that  kind  of  money?"  he  asks. 
At  some  point,  the  answer  will  be  no. 
And  since  big  [jrofits  are  what  make  the 


risk  worth  taking,  the  cash  machine  for 
biotech  companies  may  then  shut  down. 

Today,  those  concerns  seem  far  away. 
Donald  E.  Guinn,  the  retired  chairman 
of  Pacific  Teletiis  Group  has  directed 
Richard  Bock,  his  broker,  to  plow  his 
high-risk  funds  into  biotech  for  the  long 
term.  Of  course  that's  easy  to  do  when, 
like  Guinn,  you're  sitting  on  a  300'a  one- 
year  gain.  Still,  even  if  investors  desert 


when  yields  look  better  elsewhere,  he 
believes  that  the  industry  will  thrive  A 
ter  all,  it's  hard  to  find  a  more  allurj 
dream:  to  cure  disease,  feed  the  ma;e.1 
safeguard  the  environment — and  ma3 1 
fortune  in  the  bargain. 

By  Joan  O'C.  Hamilton,  with  Emi  1 
Smith  in  New  York,  Larry  Armstroti  i 
Los  Angeles,  Geoffrey  Smith  in  Boston.  ii 
Joseph  Weber  in  Philadelphia 


THIS  GENETIC  MAP  WILL  LEAD  TO  A  POT  OF  GOLD 


The  essence  of  biotechnology  is  ex- 
ploiting genes.  Already,  biotech 
companies  have  honied  in  on  a 
few  that  make  insulin  or  human 
growth  hormone  and  have  quickly  pro- 
duced new  drugs.  Scientific  sleuths 
have  also  identified  and  deciphered  the 
flaws  in  UNA  that  cause  such  inherited 
diseases  as  cystic  fibrosis  and  muscu- 
lar dystrophy.  Their  discoveries  have 
yielded  diagnostic  tests  and  may  even- 
tually point  the  way  to  new  therapies. 

Yet  these  advances  involve  a  mere 
fraction  of  the  50,000  to 
100,000  genes  in  every  hu- 
man l)eing.  Within  the  spi- 
raling  strands  of  human 
DNA  is  a  treasure  trove  of 
information.  Who  is  likely 
to  get  heart  disease  or  can- 
cer— and  how  can  those  be 
prevented?  How  does  the 
aging  process  work?  Find- 
ing the  answers  is  a  te- 
dious and  expensive  job:  It 
cost  $150  million  just  to 
identify  the  gene  that 
causes  cystic  fibrosis.  Such 
projects  would  move  faster 
and  cost  less  if  there  were 
a  map  that  showed  where 
liits  of  I)XA  are  located. 
'DRUGS  GALORE.'  So,  two 
years  ago,  scientists  con- 
ceived the  Human  Genome 
Project,  a  15-year,  $:^  billion 
federal  program  to  decipher  human- 
ity's genetic  heritage.  Billed  as  one  of 
the  great  adventures  of  science — and 
as  a  key  to  keeping  U.  S.  biotech  com- 
panies ahead  of  such  rivals  as  Japan — 
it  will  lay  the  foundation  for  a  new 
leap  in  biology  and  biotechnology.  "The 
objective  is  a  new  infrastructure  for 
biology,"  says  molecular  biologist  Le- 
roy  E.  Hood  of  the  University  of  Wash- 
ington. -Eventually,  says  Charles 
DeLisi,  dean  of  engineering  at  Boston 
University  and  a  founder  of  the  ge- 
nome effort,  "this  i>roject  will  produce 
drugs  galore." 

Funded  by  the  National  Institutes  of 


Health  and  the  Energy  Dept.,  the 
agencies  that  oversee  the  work,  scores 
of  scientists  have  started  the  mapping 
by  trying  to  locate  genetic  signposts 
spaced  along  the  23  pairs  of  human 
chromosomes.  At  the  same  time,  re- 
searchers are  drawing  up  similar 
guides  to  the  genes  of  roundworms, 
fruit  flies,  and  mice.  This  effort  is  criti- 
cal, since  species  share  many  genes — 
and  the  best  way  to  determine  what 
these  genes  do  is  to  conduct  animal 
experiments.  Long-term,  with  men  and 


VENTER:  THE  NIH  WANTS  TO  PATENT  THE  BRAIN  GENES  HE  FOUND 


mice  alike,  the  goal  is  to  "read"  each 
piece  of  DNA  between  the  genetic  sign- 
posts, a  task  called  sequencing.  That 
process  will  identify  thousands  of  new 
genes,  plus  the  pieces  of  DNA  between 
them  that  control  the  body's  genetic 
machinery.  Once  genes  are  found  re- 
searchers expect  a  quick  commercial 
payoff  in  diagnostic  tests  for  such  con- 
ditions as  a  predisposition  to  heart  dis- 
ease. New  drugs  are  further  away. 

Indeed,  it's  too  early  to  point  to  im- 
portant accomplishments,  says  David 
J.  Galas,  who  heads  the  Energy  Dept.'s 
part  of  the  effort.  Still,  there  are  tanta- 
lizing clues  to  how  powerful  the  new 


knowledge  will  be.  The  genetic  majj " 
the  roundworm  has  helped  Califora 
Institute  of  Technology  biologist  Pa' 
Sternberg  discover  that  a  human  c;i- 
cer-causing  gene  called  ras  plays  a  k\ 
role  in  the  division  and  function  of  cts 
during  normal  development. 
A  STORM.  The  promise  of  genome  pij- 
ect  has  already  raised  the  issue  of  coi- 
mercialization.  Last  year,  the  Ki 
touched  off  a  storm  by  applying  Ir 
patents  on  347  pieces  of  human  br^o 
genes  sequenced  by  one  of  its  biochei- 
ists,  J.  Craig  Venter.  <i 
Feb.  12,  the  agency  applij 
for  2,375  more  patents.  Id 
one  knows  what  most  t 
these  genes  do,  or  whte 
they  are  located  on  t^ 
chromosomes.  And  soi? 
experts  fear  that  the  NIB 
moves  could  prompt  u  - 
versifies  and  companies  ) 
patent  blindly  every  ge? 
in  sight,  simply  to  lock  > 
rights  to  them.  "We  wi 
are  in  charge  of  the  l- 
nome  project  think  this  isi 
disaster,"  says  Stanfoi 
biochemist  and  Nobel  l;i- 
reate  Paul  Berg,  chairma 
of  the  NIH's  genome  ad- 
sory  committee. 

The  NIH  itself  argu. 
that  merely  publishing  i 
findings  might  keep  thti 
from  being  followed  up,  since  on- 
they  are  public  it  may  be  difficult  » 
win  a  patent.  That  would  limit  pro; 
potential.  Some  patent  lawyers  thii: 
the  NIH  filings  won't  survive,  since  bi; 
of  unknown  genes  may  not  be  inve- 
tions  worthy  of  j)rotection.  If  they  ai 
the  NIH  promises  to  smooth  comme 
cialization. 

So  one  way  or  another,  whatever  tl 
Human  Genome  Project  discovers  w 
find  its  way  to  biotech  companies.  F\- 
an  industry  whose  job  is  unravelii 
the  unknown,  that  can  only  be  a  b 
plus. 

By  John  Carey  in  Washingti 
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LEASING  AN  ACURA  IS 
NOWTWICEASTEMPTTNG 


TheAcura  Legend.  Truly  remarkable  performance  from  a  luxurious  automobile. 


The  Acura  Vigor.  An  elegantly  appointed  sports  sedan  with  the  spirit  of  a  thoroughbred. 

If  you've  been  flirting  with  the  idea  of  leasing  a  performance  luxury  sedan,  be  prepared  to  give  in 
to  your  desires  in  a  matter  of  sentences.  For  a  limited  time,  American  Honda  Finance  Corporation 
is  offering  some  of  the  lowest  lease  rates  on  both  the  Acura  Legend  and  the  Acura  Vigor. 

Which  might  put  you  in  something  of  a  quandary:  deciding  which  Acura  to  lease. 

The  Legend  is,  after  all,  a  true  performance  car,  generously  endowed  with  luxury  appointments  and 
safety  features.  While  the  spirited  personality  of  the  Vigor  is  only  equaled  by  the  refinement  of  its  interior. 

Of  course,  with  rates  this  low,  you  might  be  tempted  to  get  both  cars.  But  then,  that  would  only  put 
you  in  a  completely  different  predicament. 

Every  morning,  you'd  have  to  decide  which  one  to  drive.  For  more  ^^CI  j  1 1^^^ 

information,  or  the  location  of  a  nearby  dealer,  call  1-800-TO-ACURA.    Vl_j/  precision  craf  n  o  plki  i  )kviance 


Lease  available  on  approved  credit.  ©  2992  Acura  Division  of  American  Honda  Motor  Co.,  Inc.  Acura,  Legend  and  Vigor  are  registered  trademarks  of  Honda  Motor  Co.,  Ltd. 
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NATURAL  RESOURCES  I 


CALIFORNIA'S  NEXT  CASH  CROP 
MAY  SOON  BE...WATER? 


Recent  proposals  would  let  fanners  sell  theirs  to  parched  cities 


R 


oiietl  H.  Swanson  is  fuming.  Af- 
ter cutting  water  use  at  his  com- 
;jany  by  307<  in  each  of  the  past 
two  drought  years,  the  chief  executive 
of  Silicon  Valley  chipmaker  Linear  Tech- 
nology Corp.  has  just  been  told  by  the 
city  of  San  Jose  that  he  may  have  to  cut 
back  again  in  1992.  And  he  can't  see  how 
to  save  another  drop.  His  beef:  Farmers 
get  85'a  of  the  state's  water  at  very 
low  prices,  and  there's  little 
left  for  industry.  Until  he 
gets  a  more  reliable  water 
supply,  he  vows:  "I  will  abso- 
lutely not  make  any  further 
investments  in  California." 

It's   getting  so   bad  that 
even  some  farmers  are  start- 
ing to  hurt.  On  Feb.  14,  the 
U.  S.  Bureau  of  Reclamation 
said  that  for  the  first  time, 
some  growers  won't  get  any 
water  from  its  Central  Valley 
Project,  California  agricul- 
ture's chief  soui-ce.  In  part,  '  | 
this  year's  temporary  cutoff 
is  intended  to  protect  nms  of 
winter  salmon,  which  are 
nearly  extinct  because  of  the 
drought.  That's  small  comfort  to 
farmers  such  as  Ron  Metzler,  a 
o4-year-old  wine-grai)e  grower  in 
Huron.  "Without  water,"  he  says, 
"we're  out  of  business." 

But  as  California's  chronic  wa- 
ter shortages  reach  a  crisis 
point,  a  solution  may  finally  be 
at  hand:  The  state  is  on  the 
verge  of  instituting  the  nation's  first 
large-scale  market  for  water.  Such  a 
market  would  allow  farmers  with  excess 
sui)ply — such  as  those  in  the  northern 
part  of  the  state — to  sell  it  to  thirsty 
cities  and  businesses  or  even  to  other 
farmers,  such  as  Metzler,  who  grow 
high-value  crojis.  If  the  market  for  wa- 
ter works  as  planned,  California  could 
solve  its  problems  without  having  to 
build  huge  new  dams  or  reservoirs. 
'BALANCE.'  Then''s  increasing  evidence 
that  markets  for  water  could  work.  For 
example,  an  emergency  water  bank  cre- 
ated by  Governor  Pete  Wilson  last  year 
persuaded  farmers  in  the  North  to  sell 
enough  water  to  supply  more  than  1  mil- 


lion families,  saving  cities  from  severe 
cutbacks.  And  southern  farms  got 
enough  water  to  avoid  big  losses.  More- 
over, preliminary  studies  indicate  that 
rural  areas  didn't  suffer  greatly  from 
land  fallowing.  Says  economist  Richard 
E.  Howitt  of  the  University  of  California 
at  Davis:  "You  don't  have  to  move  mas- 
sive amounts  of  water  from  ag  to 


USING  THE  MARKET 
TO  EASE  WATER  SHORTAGES 


W  CURRENT  SITUATION  , 

^'^ers  have  the  rights  to  85%  of  the  water  suppi/' 
^^''^  cities  and  industry  get  only  1 5%  ^nd 
prices.  In  a  drought,  the  government  c 
*^^Porarily  divert  farmers'  water  to  cities 


THE  SELLERS 


ket  pr' 


Thev  ^Q-^e  of  their  water  at  a  marl-  ^ 

I  >; ^ouldn't  deliver  the  water  themselves.  Instead- 
^afer  authority  would  divert  the  water  fro-r^ 
farmers  to  the  ultimate  buyer 

THE  BUYERS  ,.  .^i^ts 

would  be  bought  by  urban  water  distn^^ 


The 


^°^^eholds  andlndustrial  water  users 


fQst-, 


growing  cities  would  get  more  water,  because 
^^ey  are  willing  to  pay  the  highest  prices 


cities  to  strike  a  balance."  He  estimates 
that  by  diverting  just  7'/  of  the  water 
farmers  now  use,  cities  would  have  ade- 
quate supplies  for  the  next  20  years. 

To  be  sure,  the  new  market  still  has  to 
overcome  formidable  political  and  practi- 
cal obstacles  before  becoming  reality. 
For  one  thing,  some  observers  fear  that 
cities  such  as  Los  Angeles  could  bid  up 
the  cost  of  water  high  enough  to  price 
farmers,  small  towns,  and  environmental 
needs  out  of  the  market.  It  could  also 
take  years  to  rebuild  the  crumbling  le- 
vees of  the  Sacramento  River  delta, 
which  would  have  to  carry  most  of  the 
water  being  bought  by  cities  at  both 


ends  of  the  state.  And  if  farmers  se  t( 
much  water  and  stop  growing  crop.':r 
ral  communities  could  dry  up  as  sujio 
businesses  close.  Says  Alexander  tid 
brand,  a  78-year-old  farmer  in  the  S.sr 
mento  delta:  "It's  a  one-way  stre-iV 
you  go  too  far."  ', 
POWERFUL  LOBBY.  Nevertheless,  ^ 
years  of  mockery,  the  idea  of  alloiir 
the  buying  and  selling  of  water  hasdi 
veloped  broad  political  support  an«i; 
environmentalists  as  well  as  hard-niis 
CEOs.  Within  the  next  month,  the  i 
fornia  legislature  will  consider  a  bi 
permit  farmers  to  sell  water  on  a  r,., 
lar  basis.  And  the  Senate  subcornni 
on  water  and  power,  headed  by  Ser 
Bill  Bradley  (D-N.  J.),  will  soon  hear 
tiniony  on  a  bill  that  would  ease  res 
tions  on  selling  water  from  the  fede: 
subsidized  Central  Valley  Proje( 
prerequisite  for  setting  up 
kets  for  water  in  Califo 
At  least  one  of  these  bil 
ikely  to  pass,  since  polit 
ly  potent  farmers,  long 
posed  to  giving  up 
of  their  cheap  wj 
now  seem  willing 
accept  water  mar 
/   in  principle. 
y      Even  with  recent  fl 
ing  in  Southern  Califoi 
the   drought   is  entering 
sixth   year.   And   the  Gel 
State  suffers  from  a  man-n 
problem  as  well:  Many  farn 
have  incentives  to  use  more 
ter  than  they  really  need, 
example,  farmers  have  exclu 
rights  to  buy  reservoir  watci-pi 
as  little  as  2$  per  1,000  galljjs 
through  the  Central  Valley  Pti 
ect.  That  supply  can  be  cut  b'.li 
only  in  a  severe  drought — i 
even   then,   many  farmers  r 
pump  groundwater  to  make  i 
for  the  loss.  By  contrast,  ci;S 
pay  up  to  50  times  as  much 
cause  their  water  comes  iud: 
from  the  newer,  more  expensive  Stt 
Water  Project.  And  conservation  is  5- 
couraged:  Farmers  can  lose  theii-  w;t 
allotment  if  they  don't  use  it  all. 

That  means  consumers  must  skimp r 
showers,  and  businesses  must  cut  b; ., 
while  farmers  plant  water-intenst 
crops  such  as  alfalfa  and  cotton.  Yet  « 
state,  with  its  80  million  people,  critica" 
needs  more  water  for  its  cities.  Eco> 
mists  fear  that  further  shortages  co  i 
stop  the  economy  in  its  tracks.  A  stiy 
by  a  San  Francisco  consulting  firm  p- 
diets  that  if  all  California  manufacturs 
had  to  cut  water  consumption  by  3(  , 
the  state's  annual  economic  outit 
would  fall  by  $20  billion.  "If  we  dot 


ce- 
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Wndows  opens  up 
a  new  universe  for 

McDonnell  Douglas. 


"Windows  allows  that  ease  of  learning,  that 
graphic  fiinction,  that  engineers  appreciate." 


"I'd  have  to  add 20%  to  the  head  count  logo 
back  to  character-based  functions!' 


"Windows  removed  the  drudgery  and  added 
fun  to  it.  And  why  shouldn't  you  have  fun?" 


"The  type  of  software  that  was  available  to  me 
was  greater  and  did  the  job  I  needed  done" 


Steve  Stock,  Manager  for  it.  For  a  free  "Windows  at  Work"  video,  call 

iTl  Avionics  Utilities  and  Interconnect  us  at  (800)  541-1261,  Dept.  X28.  Productiv- 

iicRosoFT.  Systems  at  McDonnell  Douglas,  in-  ity  in  your  office  could  really  take  off. 
viNDows.  troduced  the  Microsoft  Windows 
)perating  system  to  his  space  station  work- 
group. Now  Steve  says  they  can't  do  without 

fftr  good  only  while  supplies  last  and  only  m  the  50  United  States.  ©  1992  Microsoft  Corporation  All  nghls  reserved  Printed  in  the  USA.  In  the  SU  United  States,  call  tSOM  541-1261.  DepI  X28  For  infurnmlwn  only  In  Canada,  call  (800)  563-9048: 
ilside  the  United  Stales  and  Canada,  call  (206)  936-8661.  Microsoft  is  a  registered  trademark  and  Windows  is  a  trademark  of  Microsoft  Corporation. 


MiaosoH 


GUESS  WHO 
NOW  MAKES 

A  SIMPLE 
ORGANIZER 
THAT  USES 
THESE. 


(HERE'S  A  HINT.) 


The  people  who  wrote  the  card  on 
organizing  have  now  written  the 
book.  Introducing  the  Rolodex*^ 
Personal  Organizer.  The  first  and 
only  organizer  with  Post-it'"  brand 
Notes.  And  accessories  that  let  you 
customize.  Available  wherever 
office  products  are  sold. 

ROLODEX 

Our  organization  is  dedicated  to  yours. 


;  Rolodex'^  is  a  registered  trodemork  of  the  Rolodex  Corporotion, 
^'Po5t-it"  is  a  Irodemark  of  3M. 


Take  A  Closer 
Look 


4  / 


And  See  Why  

South  Carolina 

Ranks  As  One  Of  The 
NATION'S  Top  Ten 

Locations  For  

Manufacturing. 

For  a  free  Pmsfiectui  contact: 


Palmetto  Economic  Development  Corporation 

KeJiTtfjerting  Gf^tral  Ela  tm  Coo/xrotn'c  arui  Sontee  Coopa 
12(11  Main  Street,  Smie  1710  ♦  Columbia,  SC  29201-52I5 
('h.ine-.(80i)25'l-«!l  •  FAX  (803)  771.0233 


When 
you  give  blood 
you  give 
anomer 

birthday 
another  laugh, 
another  hug, 

another 

chance. 

+ 

American  Red  Cross 

Please  give  blood. 
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have  some  kind  of  water  market,"  wn^ 
Bank  of  America  economist  Fi-edi 
Cannon,  "we  could  bankrupt  Califor 
Details  of  the  proposed  California 
ter  market  aren't  set  yet,  but  the  ou 
is  clear.  To  mollify  farmers,  they  w 
still  own  the  rights  to  most  of  Cal 
nia's  water.  However,  as  the 
flows  off  the  snowy  peaks  of  the  Si 
Nevada  and  into  rivers  and  reserv 
farmers  could  sell  it  to  whomever  is 
ing  to  pay  the  most.  Individual  fart 
could,  for  example,  sell  their  water 
to  their  local  water  authority.  C 
could  then  bid  for  the  spare  water, 
haps  signing  long-term  contracts 
guarantee  their  future  supply, 
practical  matter,  actual  transfer  of 
water  could  be  accomplished  by  tun 
a  valve  in  a  pumping  station,  or  it  m 
recjuire  building  new  storage  facil 


Some  fear  that  cities  such 
Los  Angeles  would  bid  u\ 
the  price  of  water,  shuttin, 

small  towns  out  of  the  marl^ 


and   beefing   up   existing  waterwj 
Proponents   say   almost  every 
would  benefit  from  a  water  mar 
Farmers  who  sold  water  would  have 
fallow  land  or  pump  groundwater, 
they'd  be  paid  by  cities  for  that  wate 
at  least  as  much  as  they'd  get  fr 
growing  crops.  Otherwise,  they  wouk 
sell.  Moreover,  while  they  might  have 
pay  higher  prices  for  Central  Val 
Project  water,  their  remaining  supp 
would  be  more  certain.  Cities  could 
sure  supplies  without  building  new  f 
jects,  and  even  the  environment  mij 
gain  because  large-scale  new  constr 
tion  might  not  be  needed.  During  sh( 
ages,  rising  prices  would  encourage  lo 
water  districts  to  build  reservoirs 
catch  the  higher-value  water.  And  far 
ers  might  put  extra  money  earned  fp 
water  sales  into  conservation  equipm( 
that  would  free  up  more  water.  The 
suit:  more  stable  supplies. 

Throughout  California's  history,  no 
ing  has  created  more  contention  th 
water.  But  the  state's  farmers  and  cit 
are  coming  to  a  rare  agreement  tl 
some  form  of  water  marketing  is  in< 
itable.  Without  it,  warns  Michael  McG 
executive  director  of  the  Bay  Area  E( 
nomic  Forum,  "urban  California  is  goi: 
to  rise  up  and  say:  'We're  taking  th 
water.'  "  That's  one  kind  of  water  trai 
fer  that  farmers  such  as  Alex  Hilc 
brand  are  quite  sure  they  don't  want 
Bi/  Robert  D.  Hof  in  San  Francis 
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It's  Built  To  Last.  The 
ActionLaser  II  will  stand  up  to 
year  after  year  of  heavy  action. 
Its  nv'o-year  warranty  is  the 
longest  of  any  printer  in  its 
class.  On  top  of  that,  you  can 
call  our  800  number  for  free 
technical  support. 


Introducin 
The  Perfed 
Introduction 
ToLaser 
Printing. 

f  you're  ready  for  your  first  laser  printer,  but  don't  quite  ki 
wliere  to  begin,  the  new  Epson'  ActionLaser"  II  is  a  vi 
comfortable  place  to  start. 

It  offers  all  the  practical  features  you'll  need  to  stand 
on  paper  Like  impeccable  print  quality.  A  control  panel  t 
makes  operation  a  snap.  And  the  security  of  a  generous  tv 
year  warranty.  All  at  a  price  that  makes  laser  printing  m( 
affordable  than  ever. 

Oh,  there's  one  more  reason  why  it  makes  perfect  sens(0 
make  the  ActionLaser  II  your  first  laser.  It  comes  from  the  f ! 
name  in  printers.  Epson. 


I 


It's  Easy  To  Use.   Even  if  you've  never  used  a  laser  printer 
before,  you'll  be  up  and  prindng  in  no  time.  The  user 
manual— written  especially  for  first  time  users— is  clear, 
concise  and  hel|)ful.  And  to  make  things  even  easier,  this 
laser  works  with  all  leading  computers  and  software. 


F.pson  is  a  R'gisUTcd  trademark  tjf  Sejkij  Kpson{  Drporalion.  1991  F.pson  America,  Inc.  "2(1770  Madrona  Ave , 
Tomme.  (  A  <i(im.  fm  dealer  relernil.  lall  800-BUY-EPSON  (Kill)  2H1-377I>),  In  C  anada,  call  4lli-«8l-W5S. 


"-^^o  


It's  Very  Affordable.  The  ActionLaser  II  is  a  lot  more  laser  for  a  lot  less. 
More  speed.  More  paper  handling  capabilities.  More  room  to  grow.  More 
of  the  things  you  need  to  be  productive— now  and  well  into  the  future. 


It's  Our  Free  Booklet.  Epson  wrote  the  book  on  computer  printing. 
Now  we've  wxitten  the  book  on  buying  your  first  laser.  Read  it  and 
you'll  be  laser  sharp  in  minutes.  For  a  free  copy,  and  the  name  of  the 
Epson  dealer  nearest  you,  call  800-289-3776,  ext.  1000. 


Epson 

L4serPiii\t«R 


/  ^ui' spouse. 
2.  The  superior  Financial  strength  of 
Northwestern  Mutual  Life. 

Aorthwestern  Mutual  Life  has  always 
received  the  highest  possible  ratings  for 
financial  strength  from  Moody's,  Standard 
&  Poors,  A.M.  Best  and  Duff^&  Phelps. 
It  has  also  been  consistently  ranked  "the 
most  financially  sound  life  insurance  com- 
pany" in  an  annual  Fortune  magazine  study. 

The  more  reasons  you  have  for  wanting 
the  most  secure  life  insurance,  the  better 
the  Quiet  Company  sounds. 

NprthM^stern 
MutuaiLi% 

The  Quiet  Company® 


©  Vm  TIh-  Nnrth«i-si>-in  Muiual        Imsui  am  e  Comp.im.  Milwaukee,  Wise  onsin.  Reprinted  hv  permission  ol' Moody's,  Standard  &  Poors,  A.M.  Best,  DuffS'  Phelps  and  h'rlwie. 
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KETS  &  INVESTMENTS  I 


[RE  STOCK  PRICES 
00  STIFF? 


market's  p-e  ratios  may  not  be  as  dangerous  as  they  look 


t  iiiithfield  Foods  makes  ham,  ba- 
kciin,  sausage — and  so  much  money 
r  that  shareholders  have  been 
ialing  with  deUght.  As  profits  rose 
■ply  in  1991,  Smithfield's  share  prices 
Died.  But  investors  who  bought  into 
Virginia-based  company  in  recent 
ks,  expecting  that  earnings  would 
10%  over  the  year  before  as  predict- 
)y  atialysts,  found  themselves 
lied  with  a  pig  in  a  poke.  On 
.  18,  Smithfield  stock  slid  7'/ 
;he  news  that  quarterly  prof- 
lad  fallen  by  nearly  30%. 
he  earnings  shortfall  at 
thfield  Foods  Inc.  typifies  the 
mma  facing  stock  market  in- 
:ors.  Lofty  earnings  expecta- 
s  have  been  driving  the  mar- 
ever  higher  for  much  of  the 
I  year.  But  if  profits  falter,  as 
y  did  at  Smithfield,  share 
es  could  take  it  on  the  chin, 
vadays,  brokerage-house  ana- 
s  are  predicting  that  earnings 
companies  in  the  Standard  & 


Poor's  500-stock  index  will  advance  39% 
in  the  coming  year.  That  would  be  a 
stunning  reversal  from  1991,  when  the 
S&P  500  companies  saw  their  profits  de- 
cline by  10.57'.  The  market,  however, 
has  taken  this  anticipated  profit  gain 
into  account — by  pushing  price-earnings 
multiples  to  levels  that  are  rarely  seen. 
The  Dow  Jones  industrial  average  is  52 


YES,  THE  MARKET  LOOKS  PRICEY, 
BUT  RATES  ARE  AT  A  LOW  EBB 


PRICMAKNINGS  RATIO 
OF  THE  S&P  SCO- 


YIELD  OF  THREE-MONTH 
TREASURY  BILL" 
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DATA:  ZACKS  INVESTMENT  RESEARCH,  BW 


times  estimated  1991  earnings,  three 
times  the  level  of  a  year  ago,  while  the 
S&P  500-stock  index  is  22  times  expected 
1991  earnings.  And  even  using  the  1992 
earnings  estimate,  the  p-e  is  still  histori- 
cally high:  15.6  (chart). 

Is  the  market  too  expensive?  With 
stocks  treading  water  for  most  of  the 
past  few  weeks,  investors  apparently 
are  saying  "Yes."  But  the  market's  p-e 
ratios  may  not  be  c]uite  as  terrible  as 
they  seem.  The  market  valuations  may 
well  be  justified  by  the  same  ultralow 
interest  rates  that  have  so  antagonized 
savers.  "You  have  to  look  at  the  p-e 
[multiples]  from  a  monetary  perspec- 
tive," asserts  Oppenheimer  &  Co.  ana- 
lyst Paul  S.  Rabbitt.  One  method  used 
by  Rabbitt  is  to  look  at  the  historic  ratio 
of  the  earnings  of  S&P  400  industrial 
stocks,  as  compared  with  the  yield  of 
three-month  Treasury  bills.  This  analysis 
tells  Rabbitt  that  the  price-earnings  ratio 
on  the  .S&P  400  could  rise  from  a  current 
25  to  as  high  as  30  before  it  would  be- 
come overvalued. 

ROOM  TO  GROW.  Rabbitt  has  a  point.  So 
long  as  rates  remain  low,  and  profits 
don't  tank,  the  market  should  continue 
in  high  gear.  "In  terms  of  historical  val- 
uation experience,  it  might  appear  that 
stocks  are  overvalued,"  says  Suresh 
Bhirud,  who  runs  the  Bhirud  Associates 
research  boutique.  "But  with  rates  be- 
low 47",  one  can  begin  to  make  the  argu- 
ment that  there  is  room  for  [price-earn- 
ings] multiples  to  expand."  Bhirud  notes 
that  another  valuation  measurement,  in 
which  the  dividend  yield  of  the  S&P  400  is 
divided  into  the  yield  of  the  three-month 
Treasury  bill,  indicates  to  him  that  p-e 
multiples  have  room  to  increase  by  an- 
other 20' ; . 

Still,  some  market  observers  argue 
that  the  market's  price-earnings  ratios 
are  moving  to  dangerous  territory.  They 
maintain  that  corporate  profits  will  re- 
main under  pressure  in  the  year  ahead 
unless  the  economy  revives  more  swiftly 
than  expected.  They  point  out  that  nega- 
tive earnings  surprises  continue 
to  pummel  stocks  and  that  esti- 
mate downgrades  have  outpaced 
upgrades  by  a  4  to  1  margin — a 
sign  of  earnings  weakness.  "I 
would  have  to  say,  from  a  valua- 
tion perspective,  that  stocks  are 
looking  pricey,"  reports  Melissa 
R.  Brown,  who  is  chief  quantita- 
tive analyst  at  Prudential  Securi- 
ties Inc. 

One  way  of  assessing  the  mar- 
ket's valuation  is  to  calculate  p-e 
multiples  using  projected  1992 
earnings  instead  of  1991  profits. 
Proponents  of  this  technique 
point  out  that  investors  tend  to 
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judge  stocks  on  the  basis  of  their  expect- 
ed earninjjs  for  the  coming  year  and  not 
the  year  just  passed.  This  figure  is 
sometimes  calculated  by  using  estimates 
of  overall  corporate  profits  by  econo- 
mists and  market  strategists — the  "top- 
down"  approach.  But  this  year,  because 
of  a  spate  of  corporate  restructurings 
that  have  skewed  such  calculations,  it 
seems  better  to  use  earnings  estimates 
for  each  of  the  500  individual  stocks  in 
the  index.  Using  this  "bottoms-up"  ap- 
proach, the  p-e  of  the  s&P  500  is  15.6, 
according  to  Zacks  Investment  Re- 
search, a  Chicago  firm. 
ALL  RELATIVE.  A  market  p-e  of  15  or 
higher  is  nut  unusual  using  the  previous 
year's  earnings,  but  is  uncommon  when 
looking  ahead  to  the  coming  year.  "I 
can't  recall  the  lumiber  ever  being  that 
high,"  says  Benjamin  Zacks,  an  execu- 
tive vice-president  of  the  firm.  A  year 


By  one  estimate,  the  s&p 
500's  p-e  is  15.6.  'I  can't  recall 
the  number  ever  being  that 
liigh,'  says  one  analyst 


ago,  just  before  the  market  advance,  the 
market  was  trading  at  12  times  project- 
ed 1991  earnings.  That  was  typical.  Over 
time,  according  to  Zacks,  stocks  have 
tended  to  be  priced  at  about  11  to  VS 
times  their  projected  earnings  in  the 
year  ahead  (chart).  Even  at  this  time  in 
1987,  he  notes,  the  market  was  trading 
at  just  under  15  times  projected  1987 
earnings.  "If  a  p-e  of  I'ZVi  is  fair  value, 
then  tlie  market  is  24''  overvalued," 
Zacks  maintains. 

Judged  in  isolation,  this  p-e  sj^ells 
trouble.  But  p-e  ratios  should  not  be 
judged  in  isolation.  When  compared  with 
short-term  interest  rates,  the  number  ap- 
pears far  less  threatening.  True,  the 
market's  p-e  was  12  a  year  ago,  but 
short-tei'ni  rates  were  i).2''' — more  than 
50'/'  higher  than  they  are  now.  Adjusted 
for  the  difference  in  rates,  that  would 
make  the  market's  p-e  a  year  ago  the 
equivalent  of  about  1>S. 

At  bottom,  then,  the  argument  al)Out 
earnings  and  p-e  ratios  is  all  relative. 
"The  biggest  bear  market  in  recent 
years  took  place  in  1!)78  and  1974," 
Bhirud  recalls,  "and  that  was  when 
earnings  exploded."  Back  then,  of 
course,  rates  were  exploding,  too.  Today, 
the  byword  is  deflation.  So  long  as  inter- 
est rates  stay  low,  they  will  continue  to 
take  the  sting  out  of  those  nasty-looking 
p-e  numbers. 

Bi/  dori/  Weiss  In  Ncir  Yorl; 


DEALS  I 


THIS  IS  SOME  WAY 

TO  BUILD  EMPLOYEE  LOYALTY 


Burlington's  stock  sale  will  trin:i  debt — but  slash  the  ESOP's  holding 


R 


.arely  has  a  public  offering  of 
stock  been  the  catalyst  for  a 
.unionizing  drive.  But  that's  the 
case  at  Burlington  Industries  Equity 
Inc.,  where  some  workers  are  angry  that 
the  stock  sale  will  zap  their  stake  in  the 
textile  giant,  held  via  an  employee  stock- 
ownership  plan.  Ironically,  t:S()Ps  are 
supposed  to  bind  workers  to  their  com- 
panies by  giving  them  stock  and  linking 
their  retirement  nest  eggs  to  corporate 
performance. 

The  Greensboro 
(N.  C.)  company  will 
soon  peddle  57  mil- 
lion new  shares  to 
the  public  in  order  to 
raise  $855  million  to 
pay  down  tlie  huge 
debt  Burlington  as- 
sumed when  it  was 
taken  private  by  a  le- 
veraged buvout  in 
1987.  After  the  offer- 
ing, the  public  will 
own  83'/'  of  Burling- 
ton. The  employees' 
stake,  diluted  by  the 
new  issue,  will  be  sliced  from  49'';  to  3'/'. 
Meanwhile,  due  to  Burlington's  lacklus- 
ter earnings,  the  value  of  their  stock 
since  the  ESOP  formation  has  slumped 
from  $37.80  to  $15  a  share,  the  price 
Burlington  hoj)es  to  fetch  in  its  offering. 
"Employees  expected  a  high  share  i)rice 
and  a  say  in  their  company,"  says  Jo- 
seph R.  Blasi,  an  ESOP  expert  at  Rutgers 
University.  "Now,  they've  got  a  much 
leaner  retirement  piggy  bank,  and  once 
again  outsiders  call  the  shots."  The  com- 
|iany  responds  that  any  stock  fluctuates. 
BROKEN  PROMISES?  Burlington  employ- 
ees in  a  sense  have  been  pawns  in  a 
complex  set  of  maneuvers  by  the  compa- 
ny's management  and  underwriters. 
Management  arranged  the  $2.1  billion 
buyout  to  fend  off  a  raider.  To  raise  the 
necessary  debt,  it  enlisted  Morgan  Stan- 
ley, Equitable  Life,  and  Bankers  Trust, 
which  in  return  got  stock  in  the  compa- 
ny. Two  years  later,  management  loaded 
on  $212  million  in  new  debt  to  buy  back 
the  underwriters'  shares  and  set  up  the 
ESOP,  which  replaced  a  lush  profit-shar- 
ing plan  as  the  main  pension  fund. 

What  rankles  Burlington  employees  is 
that  while  their  stake  has  been  devalued, 
everyone  else  has  prospered.  Burlington 


BURLINGTON  WORKERS 
WILL  TAKE  A  BEATING 


Stake  in 
company 

Per-share 
value  of 
stock 

DATA:  COMPANY  REPORTS 


Chairman  and  Chief  Executive  Frani 
Greenburg,  who  was  allowed  to 
many  of  his  shares  at  under  $15,  stal 
to  make  at  least  $900,000  in  papei- 
its  on  the  new  offering.  Morgan,  :i* 
lead  underwriter,  raked  in  $56  mil;' 
from  the  ESOP  deal,  plus  $116  millio  i- 
fees.  "Everything  Frank  Greenbr 
promised  us  never  came  throui^ 
grouses  sewing-machine  operator  Ja  • 
E.  Corneal.  Greenburg  and  Mor 
won't  comment  • 
cause  the  stock  i: 
i-egistration. 
UNION   VOTE,  l'^ 
the   ESOP  issue  . 
a  rallying  cr\-,  ■ 
gruntled  Burlin.i^i: 
workers  have  en : 
ed  the  Amalgam:  i 
Clothing  &  T.'x 
Workers  Union 
try  to  hold  a  ui  i 
representation  e" 
tion  at  three  of  I'- 
lington's  41  pia,- 
before  the  stock  ,-t 
is  over.  The  woi-k? 


After 
LBO 

After  stock 
offering 

may  also  launch  a  lawsuit  similar  to 
filed  by  Simmons  Co.  employees  air 
stock  in  the  Simmons  ESOP  plunniieo 
88'/^,  to  50(t  per  share. 

The  company  argues  that  workers  'i 
be  better  off  owning  a  smaller  |)erc(/ 
age  in  a  healthier  company.  By  pay? 
down  debt,  proceeds  from  tlie  new  of  '- 
ing  will  halve  the  company's  $252  millr. 
yearly  interest  tab.  'The  sale  will  ::fl 
directly  benefit  workers  because  partj" 
the  proceeds  will  retire  early  the  dt 
incurred  by  the  ESOP  to  buy  its  stc 
Workers,  the  company  notes,  did  not  t 
any  of  their  own  money  into  the  ESO 

Workers  would  be  a  lot  happier  if  e 
company's  tomorrows  looked  brig. 
True,  Burlington  finally  posted  dect 
earnings  ($17.9  million)  in  the  quart' 
ended  Dec.  28,  but  that's  after  years  f 
losses  and  a  severe  downturn  in  the  t  • 
tile  industry.  While  the  company  c- 
tends  its  fortunes  will  improve,  big  pr- 
lems  remain:  tough  competition  fn 
imports  and  the  sluggish  economy.  Afr 
the  stock  offering,  debt  will  still  hi\ 
hefty  60'>f  of  capital.  To  Burlingti 
workers,  the  buoyant  promise  of  13 
ESOP  has  turned  into  a  fable. 

By  Walecia  Konrad  hi  Atlai; 
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Park  Avenue 


Roadmaster 


Century 


Skylark 

upecial  incentives  should 
be  the  very  last  reason  to  buy 
anewBuick. 


1 .  Quality 


Today,  the  outstanding  results  of 
Buick's  commitment  to  world-class 
quality  are  being  reported  by  the 
automotive  press,  and  by  Buick 
owners  as  well. 

2.  Power  and 
Efficiency 

Buicks  are  not  only  powerful,  they 
are  also  very  fuel-efficient.  In  fact, 
every  Buick  model  delivers  an  EPA 
highway  estimate  of  at  least  25 
miles  per  gallon. 


3.  Safety 


All  Buicks  are  designed  with  safety 
in  mind.  Depending  on  the  model, 
available  safety  and  security 
features  include  anti-lock  brakes,  a 
driver  air  bag  and  child  security 
locks. 


4.  Luxury 

Buick  is  known  for  luxury.  Park 
Avenue  Ultra,  in  fact,  received  the 
"MotorWeek"  Driver's  Choice 
Award  as  1991  's  best  luxury  car. 

5.  Durability 

All  Buicks  are  covered  by  the 
3-year/36,000-mile  Bumper-to- 
Bumper  Plus  and  6-year/ 
100,000-mile  rust-through 
warranties.* 

6.  Comfort 

All  Buicks  offer  full-size  comfort  for 
full-size  Americans.  Buick's 
DynaRide  suspension  and  optional 
dual  ComforTemp  climate  control 
are  equally  comforting. 


7.  Cash  Back  or 

Low  GMAC 

Financing 

Right  now,  you  can  get  special 
GMAC  annual-percentage-rate 
financing**  on  all  Buicks: 


Or  get  $250-$2,000  cash  back  on 
selected  models,  depending  on  the 
model  and  options  you  choose. 

*See  your  dealer  for  terms  of  these  limited  warranties, 
•  *  Examples.  24  monthly  payments  of  $42  93  per 
$1,000  fmanced.  36  monthly  payments  of  $29  92  per 
$1 ,000  and  48  monthly  payments  of  $23  89  per 
$1,000  Down  payment  example  is  20%  down  (Your 
down  payment  may  be  more  or  less  )  Dealer  financial 
participation  may  affect  consumer  cost  You  must  take 
retail  delivery  from  dealer  stock  See  your  dealer  for 
qualification  details 


GM     Buckle  up.  America' 

i   (c)1992  GM  Corp  All  rights  reserved 
Century.  LeSabre,  Park  Avenue.  Regal,  Riviera, 
Roadmaster  and  Skylark  are  registered 
trademarks  of  GM  Corp 


BUICK 

The  New  Symbol  For  Quality 
In  America. 
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Commentary/ by  John  Meehan 


AMERICA'S  BUMBLING  BANKERS:  RIPE  FOR  A  NEW  HAS 


When  a  former  top  bank  regula- 
tor was  asked  to  comment  on 
the  quality  of  management  of 
the  nation's  commercial  banks,  he 
thought  for  a  moment.  Then,  for  20  sec- 
onds, he  laughed  uncontrollably. 

It  would  be  an  exaggeration  to  say  all 
banking  executives  are  a  laughingstock. 
Still,  look  at  their  record  over  the  past 
decade.  Almost  1,500  banks  have  failed. 
Many  if  not  most  of  the  12,000-odd  survi- 
vors have  suffered  sharp  losses,  caused 
by  seemingly  pandemic  lapses  in  judg- 
ment. First  came  a  slew  of  bad  loans  to 
the  oil  patch.  Then  came  bad  farmland 
loans  and  write-offs  on  Third  World  debt. 
Finally,  reckless  lending  on  commercial 
real  estate  and  leveraged-buyout  transac- 
tions. In  between,  bankers  found  time  to 
lose  big  in  dubious  deals  with  the  likes  of 
developer  Donald  Trump  and  media  mo- 
gul Robert  Maxwell,  who  were  able  to 
borrow  millions  on  their  signatures 
alone,  with  few  questions  asked.  As 
banks  plunge  into  the  1990s,  they  are 
writing  off  more  than  $20  billion  in  loans 
every  year — almost  six  times  as  much  as 
at  tlie"  start  of  the  1980s. 

You  would  think  bank  executives 
might  have  wised  up  after  this  dismal 
performance.  But  you'd  be  wrong.  Many 
management  experts,  academics,  and 
bankers  themselves  complain  that  banks 
remain  riddled  with  the  mediocre  man- 
agement that  has  plagued  the  industry 
for  decades.  "I  hope  we  learn  from  our 
mistakes,"  says  John  B.  McCoy,  chief  e.x- 
ecutive  of  Banc  One  in  Columbus,  Ohio, 
and  one  of  the  handful  of  well-regarded 
bank  managers  today.  Although  McCoy 
thinks  managers  are  improving,  he  adds, 
"we're  starting  from  a  very  low  base." 
Despite  Banc  One's  stellar  performance, 
McCoy  rates  his  own  management  as  a  8 
or  4  out  of  a  possible  5.  "There  isn't  a  5 
in  our  industry,"  he  says. 
TWICE  SHY?  A  recent  survey  of  CEOs  at 
the  top  800  banks  seems  to  support  Mc- 
Coy's assessment.  Conducted  by  Hei- 
drick  &  Struggles  Inc.,  an  executive  re- 
cruiter, in  conjunction  with  American 
Banker,  a  trade  paper,  it  found  that 
more  than  407'  of  the  respondents  felt 
that  most  bank  CEOs  didn't  have  the 
skills  to  provide  leadership  in  a  deregu- 
lated environment.  More  than  half  be- 
lieved banks  lacked  sufficient  manage- 
ment depth. 
Lack  of  skills  could  be  even  more  cost- 


ly for  banks  in  the  1990s  than  in  the 
1980s.  The  financial-services  market  is 
becoming  intensely  competitive.  If  bank- 
ers can't  overhaul  management,  another 
loan  fiasco — perhaps  worse — seems  cer- 
tain. "My  guess  is  we'll  be  caught 
again,"  says  Terrence  Murray,  chief  ex- 
ecutive of  Fleet/Norstar  Financial  Group 
Inc.  in  Providence.  He  gives  the  industry 
10  or  15  years  before  another  cri- 
sis. Others  aren't  so  optimistic. 
Consultant  David  C.  Cates  believes 
banks  may  have  only  five  years' 
grace;  "Institutional  memories  are 
very  weak." 

It's  true  that  the  industry's  prob- 
lems can't  all  be  blamed  on  bank- 
ers. Banks  have  often  been  hob- 
bled by  ill-conceived,  overlapping 
state  and  federal  regulations.  'They 
are  required  by  law  to  serve  such 
social  needs  as  providing  credit  to 
poor  neighborhoods,  which  some- 
times conflicts  with  their  goal  of 
maximizing  profits.  And  they  have 
been  inhibited  from  setting  up  in- 
tei'state  networks  and  diversifying 
into  other  financial  services,  which 
has 'made  them  more  vulnerable  to 
challenges  from  such  nonbanks  as 
Fidelity  Investments  and  General 
Electric  Capital  Corp.  But  none  of 
this  accounts  for  the  industry's 
record  of  blunders. 

Why  are  bankers  so  consistently 
maladroit?  The  main  reason  is 
more  than  half  a  century  of  busi- 
ness in  a  sheltered,  hidebound,  pre- 
dictable environment.  Legal  barri- 
ers helped  protect  banks  from 
competition  from  other  banks  and 
outsiders.  Deposit  insurance  and 
access  to  the  Federal  Reserve's 
discount  window  virtually  guaran- 
teed the  survival  of  even  the  most 
pitifully  run  institutions.  And  hos- 
tile takeovers  were  unheard-of. 
The  rule  of  "the  three  3s"  summed  up 
the  challenge  of  being  a  bank  executive: 
Borrow  at  3%.  Lend  at  a  3-point  spread. 
And  be  on  the  golf  course  by  3  p.m. 
"You  had  an  industry  where  there  was 
damn  close  to  a  guarantee  that  you 
would  have  some  kind  of  profit,"  says 
Wayne  Lewin,  a  management  expert  at 
the  Bank  Administration  Institute. 

Executives  attracted  by  this  comfort- 
able way  of  life  did  not  tend  to  be  go- 
getters.  Banks  usually  hired  people  who 


were  good  at  taking  orders  ani 
plishing  well-defined,  routine  ta; 
banking  culture  is  dominated  I 
who  want  a  less  demanding  care 
Cates.  "It's  more  like  governmei 
Bank  boards  did  little  to 
things.  Directors  in  most  Indus 
loath  to  interfere,  but  bank 
have  been  particularly  timid. 


BANKING'S  BLACK  H( 

0  I  L 

Financed  drillers  in  anticipation  th 
prices  would  keep  going  higher.  F 
started  collapsing  during  1981-82 

FARMLAND 

Lent  to  farmers  who  were  expects 
prosper  from  rising  agricultural  pi 
Prices  dropped  sharply  in  1981-82 

THIRD  WORLD 

Recycled  petrodollars  during  the  i 
1980's  to  less-developed  countrie; 
promised  they  would  repay  their  L 
time.  Most  didn't 

COMMERCIAL   REAL  EST 

Lent  to  developers  and  investors  ^ 
seemed  certain  to  reap  the  benefit 
soaring  real  estate  values.  Prices  f 
meted  in  the  late  1980s 

LEVERAGED  DEALS 

Financed  buyout  firms  that  plannei 
make  a  killing  taking  companies  pr 
Unable  to  handle  the  debt,  many  L 
went  bankrupt  in  the  late  1980s 


directors  were  recruited  from  th' 
of  local  business  leaders.  Many  \ 
tual  or  potential  customers.  And 
derstood  the  intricacies  of 
1989,  just  weeks  before  Bank  < 
England  Corp.  revealed  the  d*'|iil 
real  estate  problems,  several  dt 
purchased  shares  in  the  bank. 

The  dangers  of  poor  mana: 
practices  became  all  too  obvii)U.- 
1970s  and  1980s.  Big  losses  on  In 
real  estate  investment  trusts  dml 
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were  but  a  harbinger  of  the 
credit  debacles  during  the  '80s. 
:  force  behind  the  bad  loans  was 
orations,  banks'  best  customers, 
)ypassing  banks  to  borrow  di- 
inn  the  market  via  commercial 
ither  than  shrinking  lending  or 
fee-based  activities,  banks  fell 
iiselves  lemming-like  chasing  af- 
more  risky  borrowers, 
is  not  a  lot  of  evidence  that 
ve  learned  enough  to  avoid  re- 
heir  mistakes.  Despite  the  in- 
horrendous  performance,  only  a 
)f  ("EOS,  such  as  Walter  J.  Con- 
jf  Bank  of  New  England  and  A. 


ords  when  it  comes  to  customer  service. 
"A  customer  who  wants  a  loan  is  treated 
like  a  bad  guy,"  says  David  Stone  of 
New  England  Consulting  Group.  "The 
question  bankers  ask  themselves  is: 
'How  is  this  person  going  to  screw  me  in 
two  or  three  years?'  "  Likewise,  bankers 
still  show  little  inclination  to  vary  loan 
pricing.  Good  and  bad  credit  risks  often 
pay  the  same. 

And  most  bankers  are  still  uncomfort- 
able with  market- 
ing. Notable  excep- 
tions with  credit  cards 
aside,  banks  aren't  good 
at  selling.  "There's  a  lot 


k.bboud  of  First  City  Bancorp  of 
ic,  have  lost  their  jobs.  Many, 
most,  of  the  CEOs  responsible 
illions  in  loan  write-offs  continue 
up  for  work  every  morning. 
3r  bad  sign  is  that  banks  haven't 
;iuch  better  at  even  their  less- 
^ig  functions.  At  a  time  when  the 
faith  in  banks  is  sagging  and 
*s  are  being  lured  away  by  more 
e  financial  products  elsewhere, 
ill  have  some  of  the  worst  rec- 


of  noise  about  quality  service,"  says  con- 
sultant David  Partridge  of  Towers  Per- 
rin.  "But  bankers  still  have  a  grocery- 
store  mindset:  Open  the  doors,  and  the 
customers  will  come." 

There  is  no  genetic  reason  that  impels 
bankers  to  be  lackluster.  In  fact,  there 
are  a  fair  number  of  well-run  institu- 
tions. Several  banks,  such  as  KeyCorp  in 
Albany,  N.  Y.,  and  Banc  One,  have  man- 
aged to  avoid  getting  battered  by  bad 
loans.  Although  it  suffered  big  write-offs 


on  Third  World  loans,  J.  P.  Morgan  &  Co. 
revamped  its  lending  in  the  late  1980s 
and  avoided  debilitating  forays  into  com- 
mercial real  estate  and  LBO  lending. 

Other  banks  have  shown  commendable 
marketing  savvy.  At  Fifth  Third  Bancorp 
in  Cincinnati,  every  bank  officer  is  re- 
quired to  make  cold  calls.  The  bank  also 
conducts  highly  effective  sales  blitzes,  in 
which  20  or  30  account  officers  descend 
on  a  region's  local  businesses  for  a  day. 
POP  PSYCHOLOGY.  When  it  comes  to  cus- 
tomer service,  Seafirst  Corp.  in  Seattle,  a 
unit  of  BankAmerica  Corp.,  has  been  a 
standout  with  its  McDonald's-style  ap- 
proach. Individual  branches  are  treated 
as  franchises.  Branch  managers  do  all 
the  hiring  and  set  the  hours  to  suit  the 
local  market.  Seafirst  also  has  350  auto- 
mated teller  machines,  which  not  only 
do  standard  banking  tasks  but 
^  also  sell  stamps  and  bus  passes. 
1^  Other  banks  have  proved  to 
be  innovative  in  motivating 
S  staff  and  dealing  with  the 
w  low  morale  brought  on  by 
heavy  layoffs.  After  a  cost-cut- 
ting plan  that  eliminated  700 
jobs  last  year,  ceo  Samuel  A. 
McCuUough  of  Meridian  Bancorp 
Inc.  in  Reading,  Pa.,  helped  re- 
lieve the  tension  by  inviting  900  of 
his  employees  to  a  catering  hall  for 
a  party.  As  guests  entered,  they  were 
;iven  a  balloon,  a  marking  pen,  and  a 
pin.  They  were  asked  to  write  on  their 
balloons  the  name  of  some  person  or 
event  they  wanted  to  erase  from  their 
memories.  "I  told  them  all  that  McCul- 
lough  was  spelled  with  two  C's  and  two 
L's,"  Meridian's  chief  recalls,  although 
he  doesn't  know  how  many  wrote  his 
name.  On  command,  everyone  burst  the 
balloons.  McCullough  has  followed  up 
with  periodic  phone-in  sessions  called 
"Just  Dial  Sam,"  in  which  employees  can 
question  the  boss  about  the  business. 

Instead  of  figuring  out  better  ways  to 
manage  their  businesses,  too  many  bank- 
ers these  days  are  taking  comfort  that 
the  worst  of  the  crisis  seems  to  be  over. 
And  they're  congratulating  themselves 
that  they  were  able  to  survive,  albeit 
with  battered  balance  sheets.  But  merely 
overcoming  the  latest  lending  crisis  is  no 
longer  enough.  At  the  same  time  as  com- 
petitors are  whittling  away  at  banks' 
once-inviolate  franchises,  legislative  ef- 
forts to  give  banks  expanded  powers 
have  made  little  headway.  And  taxpayers 
are  getting  tired  of  bailouts.  Banking  in 
the  1990s,  in  sum,  will  be  even  more  de- 
manding than  in  the  1980s.  Bankers  had 
better  learn  to  master  it,  if  the  criti- 
cism— and  the  laughter — about  their  abil- 
ities are  to  die  down. 


:e 


BUSINESS  WEEK/MARCH  2,  1992  87 


BY  GENE  G.  MARCIAL 


SUDDENIY,  IT  SEEMS 
AS  IF  ALL  HANDS 
ARE  ON  DEC 


Few  pros  are  ever  neutral  on  Digi- 
tal Equipment,  one  of  the  most 
volatile  technology  issues  around. 
"You  either  hate  it  or  love  it,  just  like  a 
cult  stock,"  says  money  manager  Tony 
Hitschler.  The  stock  of  this  major  mini- 
computer maker  hit  a  peak  of  190  in 
1987,  just  before  the  October  crash. 
Since  then,  it  has  been  on  the  skids, 
sliding  as  low  as  49  in  mid-December. 

But  a  recent  wave  of  buying  by 
some  big  investors  has  boosted  DEC 
more  than  10  points,  to  60,  in  just  three 
weeks.  "This  time,  we  believe  it's  all- 
go,"  says  Hitschler,  president  of  Bran- 
dywine  Asset  Management,  which 
oversees  $1.4  billion.  He  thinks  the 
stock  will  run  as  high  as  90  over  the 
next  12  months. 

This  new  bullishness  goes  beyond 
the  recent  developments  at  the  compa- 
ny (page  38).  DEC  has  announced  that  it 
will  soon  introduce  a  high-speed  Alpha 
conijiuter  chip  and  that  it  has  signed 
licensing  and  manufacturing  alliances 
with  Microsoft  and  Novell. 

"Even  without  Alpha,  DEC's  invest- 
ment picture  is  rapidly  changing,"  says 
Hitschler.  "We've  been  buying  heavily 
because  we  now  see  Digital  as  a  value 
stock — greatly  underpriced  based  on 
its  book  value,  cash  on  the  balance 
sheet,  and  most  other  value  mea- 
sures." He  notes  that  in  the  past  five 
years,  the  stock  has  moved  from  over- 
valued to  ridiculously  undervalued. 

Hitschler  is  impressed  by  the  compa- 
ny's $1.7  billion  in  cash  and  its  debt  of 
just  $44  million.  On  a  price-to-cash  ra- 
tio, the  stock  is  selling  at  8V2,  vs.  15 
for  the  Standard  &  Poor's  500-stock 
index.  As  for  book  value,  DEC  is  selling 
at  one  times  book  of  $61.50  a  share,  vs. 
the  Si<:P  .")00's  three  times,  he  notes. 
SOFTER  SPOT.  "We  see  very  little  risk 
at  its  ciu'rciit  i)rice,"  says  this  pro. 
Plus,  Di';c  is  turning  more  and  more 
into  a  competitive  software  company, 
he  notes.  Its  hardware  operations, 
which  have  been  losing  money,  account 
for  50'/  of  sales,  which  is  expected  to 
drop  to  40'/  by  1993,  says  Hitschler. 
Software  and  services,  which  are  mak- 
ing money,  are  expected  to  account  for 
50'/'  of  sales  by  '93,  up  from  40'/,  and 
"on  even  wider  margins  because  of 
Digital's  new  products,"  he  adds.  In 
addition  to  the  Alpha  chip,  dec's  PATH- 
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WOIcKS  networking  software  is  fueling 
his  enthusiasm. 

DEC  is  expected  to  post  a  loss  for  the 
year  ending  June  30,  1992,  vs.  earnings 
of  $3.17  in  fiscal  1991.  But  analyst 
Marc  Schulman  of  UBS  Securities  fig- 
ures DEC  will  earn  a  hefty  $5  a  share  in 
fiscal  1993.  "Judging  by  the  recent  up- 
ward move  in  the  stock,"  says  Schul- 
man, it  appears  that  investors  are  be- 
ginning to  take  notice  of  this  "former 
outcast." 


THIS  JACKPOT 
MAY  SOON  SWELL 


Shareholders  of  Jackpot  Enter- 
prises have  been  waiting  a  long 
time  to  hit — you  guessed  it — the 
jacki)ot.  Many  impatient  investors  have 
bailed  out.  But  the  patient  may  soon  be 
rewarded,  say  some  pros.  The  stock  is 
sending  off  sparks,  rising  from  7  to  11 
on  the  Big  Board  since  December. 

"Jackpot  could  easily  double  from 
here  based  solely  on  the  prospects  of 
an  expansion  of  legalized  video-lottery 
terminals,"  says  investment  adviser 
Charlie  La  Loggia.  "Video  gaming  will 
be  a  growth  industry  in  the  1990s,  and 
Jackpot  is  a  natural  play  in  it." 

The  company  owns  and  maintains 
some  3,000  coin-operated  slot-  and  vid- 
eo-poker gaming  machines  in  high-vol- 
ume retail  stores  in  Nevada,  including 
Kmart,  Lucky  Stores,  Vons,  Phar-Mor, 
Albertson's,  and  Payless  Drug  Stores. 
It  also  owns  two  casinos  in  Nevada  and 
has  a  minority  interest  in  a  South  Da- 
kota casino. 

Jackpot  Chairman  and  CEO  Neil  Ro- 
senstein  is  confident  that  the  company 
will  soon  be  doing  business  in  three  to 


four  additional  states  where  video-1 
tery  terminals  are  expected  to  be  ; 
thorized.  So  he's  certain  that  his  g 
of  upping  Jackpot's  installed  machir' 
to  3,500  this  year  is  in  the  bag. 

Initially,  the  company  will  bring  v 
eo-lottery  machines  to  South  Dako 
says  Rosenstein.  Iowa,  Louisiana,  M 
sissippi,  and  Oregon  are  the  otl- 
states  that  he  expects  to  authorize  v 
eo-lottery  machines  this  year.  Exp€ 
enced  gaming-machine  operators  v 
be  important  to  these  states,  says  If 
senstein,  and  "Jackpot's  financial  po 
tion  and  reputation  puts  us  in  an  en 
able  position  to  take  advantage 
these  emerging  markets." 

Analyst  Ken  Gassman  of  Davenpc 
&  Co.  of  Virginia  sees  earnings  jun 
ing  to  45<t  a  share  for  the  year  endii 
June  30,  1992,  vs.  last  year's  25$,  a: 
to  75$  for  fiscal  1993. 


A  COOLING  PLAY 
THAT'S  HEATING  UP 


York  International  is  a  creati(: 
of  the  1980s.  Spun  off  by  pare 
Borg-Warner  in  1986,  York  ti 
came  a  publicly  traded  company  on 
to  be  swallowed  up  two  years  later  1^ 
an  investor  group  in  a  leverags 
buyout.  Well,  guess  what?  York  Intej 
national,  maker  of  heating,  air-cone  j 
tioning,  and  refrigeration  products,  j 
back,  taken  public  again  last  Octobil 
by  its  owners  at  $23  a  share.  The  su  i 
l)rise  is  that  even  though  York's  bm 
ness  is  tied  to  housing  and  construe 
tion,  its  stock  has  been  doing  very  m  \ 
indeed — trading  now  at  34.  ; 

The  investors  who  helped  hoist 
there  may  have  noted  199rs  recoi 
sales  of  $1.6  billion,  with  operatin 
earnings  of  56$  a  share.  Plus,  if  soir 
pros  who  are  buying  are  right,  th 
company's  outlook  is  rosy  in  spite  ( 
the  recession.  "We  see  earnings  in 
provement  ahead,"  says  Kemp  Fullt 
of  New  York's  RAS  Securities.  His  est 
mates:  $2.10  a  share  in  1992  on  projec 
ed  sales  of  $1.8  billion,  and  $2.75  i 
1993  on  sales  of  $2.1  billion. 

What's  York's  secret?  Some  40%  c 
its  business  comes  from  oversea; 
Also,  70'/  of  its  total  business  is  i 
commercial  refrigeration,  where  th 
major  customers  are  in  the  noncyclic; 
food  and  beverage  industries.  Yor 
sees  more  growth  abroad,  specificall 
in  the  Pacific  Rim  countries,  as  well  a 
in  Latin  America,  where  demand  fo 
refrigeration  and  ventilation  equipmen 
is  strong.  Fuller  figures  the  stock  wi 
hit  55  over  the  next  12  months. 


88  BUSINESS  WEEK/MARCH  2,  1992 


STEADY  ON. 


After  we  acquired  Great  Northern  Nekoosa, 
our  plan  was  to  pay  down  debt  as  quickly  as  possible.  In  part, 
by  divesting  the  company  of  non-strategic  assets. 

A  recent  case  in  point  is  the  sale  of  an  80%  interest  in 
two  papermaking  facilities  and  timberlands  in  Maine  for 
$300  million.  It's  money  well  use  to  further  reduce  debt.  Which,  in 
turn,  will  bring  our  total  debt  reduction  to  $1.5  billion. 

And  considering  we  did  this  in  less  than  two  years, 
we  think  it's  an  accomplishment  worth  noting. 

We'll  continue  with  our  plan  to  strategically  manage  debt. 
And  well  continue  to  focus  on  our  core  businesses. 
Strengthening  them.  Adding  value  to  them. 

While  affirming  to  our  shareholders  that 
we  are  steadily  on  course. 


GeorgiaF^ific  ^ 


i992  Georgia-Pacific  Corporation  All  rights  reserved. 


PHYSICS  I 


COLD  FUSIOH  ISN'T 
DEAD  IN  THE  WATER  YET 


Scientists  around  the  world  are  discovering  something  tantalizing — but  what  is  it  exactly? 


Last  summer,  Robert  T.  Bush  came 
up  with  the  kind  of  theory  that  will 
brand  him  as  either  a  genius  or  a 
crackpot.  Bush,  a  physics  professor  at 
California  State  Polytechnic  University, 
claims  to  be  producing  energy  by  means 
of  a  nuclear  reaction  in  an  apparatus 
filled  with  nothing  more  exotic  than  dis- 
tilled water  and  a  few  common  electro- 
lytes. Further,  he  says,  the  technology 
could  be  made  practical  within  a  decade 
for  generating  electricity.  If  so,  Bush 
declares,  the  upshot  will  be  "even  more 
important  than  the  breakthrough  a  few 
years  ago  in  warm  su- 
perconductors." 

If  it  all  sounds  famil- 
iar, it  should.  Three 
years  ago,  chemists  B. 
Stanley  Pons  and  Mar- 
tin Fleischmunn  trig- 
gered a  scientific  frenzy 
by  announcing  that 
they  had  achieved  fu- 
sion— the  nuclear  reac- 
tion that  powers  the 
sun — in  a  jar.  In  their 
experiments  at  the  Uni- 
versity of  Utah,  they 
claimed,  deuterium  at- 
oms fused  inside  a  pal- 
ladium rod,  giving  off 
enough  power  to  prom- 
ise a  new  era  of  cheap 
energy.  After  a  roller- 
coaster  ride  from  all  the 
rage  to  outrage,  their 
discovery  of  "cold  fu- 
sion" was  branded  as 
dubious  at  best.  The 
subject  largely  disap- 
peared from  such  jour- 
nals as  Nature  and  Sci- 
entific American. 
STUMPED.  But  faith  in 
cold  fusion — or  some- 
thing like  it — survives 
among  a  determined 
band  of  .researchers. 
Around  the  world,  more 
than  200  of  these  Don 
Quixotes  are  pursuing 
their  quest  and  claimmg 
to  make  progress.  Some 
remain  fixated  on  the 


idea  of  cold  fusion:  Pons  and  Fleisch- 
mann  have  retreated  to  France,  with  un- 
named backers  funding  their  work.  Oth- 
ers, such  as  Bush,  suggest  that  the 
power  they  claim  to  obtain  is  coming  not 
from  traditional  fusion  of  forms  of  hy- 
drogen but  from  more  esoteric  reactions 
that  also  violate  conventional  theories  of 
physics. 

What  all  this  research  will  produce  re- 
mains to  be  seen.  Critics  say  if  adds  up 
to  nothing  resembling  classical  fusion. 
But  even  a  few  skeptics  agree  there  is 
tantalizing  evidence  that  experiments 


FERMILAB'S  DROEGE  KEEPS  AN  OPEN  MIND 
WHILE  PURSUING  COLD  FUSION  IN  HIS  BASEMENT: 
'IT'S  JUST  FUN  TO  BE  OUT  THERE  ON  THE  EDGE' 


are  turning  up  something  unexpla 
And  the  Electric  Power  Research  I 
tute  in  Palo  Alto,  Calif.,  the  utility  ir 
try's  research  arm,  wants  to  crack 
secret  of  whatever-it-is.  After  plowin 
million  into  the  effort  since  1989, 
has  budgeted  $3  million  this  year  al 
What  it's  looking  for  may  solve  a  il 
tery  at  SRI  International  in  Menlo  Fa 
Calif.,  which  gets  most  of  the  utilit;[ 
dustry's  money  for  what  EPRI  now 
"heat  production  phenomena"  resesjj 
On  Jan.  2,  a  flask  the  size  of  a  thei^ 
bottle  exploded  in  the  face  of  SRi 
searcher  Andrew 
Riley,  one  of  Po 
original  associates, 
ing  him  instantly.  S( 
weeks  later,  "the 
vestigators  are 
stumped,"  says  J 
Taylor,  EPRl's  vice-p 
ident  for  nuclear 
search.  Cold-fui 
skeptics   think  it 
merely  an  unfortui 
lab   accident,  hav 
nothing  to  do  with  a 
clear  reaction. 

TURNABOUT.  The 

rent  claims  fall  int( 
least     two  disti 
camps.  Some  resea; 
ers,  such  as  Pons 
Fleischmann,  still  i 
their  miracle  in  ex{ 
ments  in  which  an 
trie  current  is  pas 
between   a  platin 
wire  and  a  palladi? 
rod  immersed  in  wd 
made  from  deuteriurJ 
heavy  form  of  hy(' 
gen.  Theoretically, 
deuterium  atoms  ti 
fuse,  giving  off  m? 
energy,  in  the  formi 
heat,  than  is  contain 
in  the  electric  currer 
From  his  lab  in  Nfi 
Fleischmann  says  in- 
experiments  are  si 
giving  results  that  c£t 
be  explained  away  ' 
some  kind  of  chemi' 
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NEUTRONS (N) 


reaction.  "For  these  very  high  levels  of 
heat,"  he  insists,  "it's  got  to  be  nuclear." 
Even  some  former  skeptics  are  im- 
pressed. Last  October,  Heinz  Gerischer, 
an  electrochemist  at  Berlin's  Max  Planck 
Fritz  Bader  Institute,  called  on  scientists 
to  reconsider  cold  fusion.  Prior  to  that, 
he  had  been  one  of  the  theory's  biggest 
critics  in  Europe.  His  change  of  heart 
stemmed  from  a  meeting  last  summer  of 
some  200  cold-fusion  stalwarts  who  had 
retreated  to  Lake  Como  in  the  Italian 
Alps  to  share  their  latest  findings.  Ger- 
ischer was  particularly  intrigued  by  re- 
ports from  50  labs  of  neutron  radiation 
(table),  which  should  be  a  byproduct  of  a 
traditional  fusion  reaction.  "I  don't  see 
any  absolute  proof,"  he 
says.  And  indeed,  the 
level  of  neutrons  ob- 
served so  far  doesn't  ac- 
count for  all  the  heat 
that  researchers  are 
claiming  to  get.  Still, 
Gerischer  adds:  "I  be- 
lieve that  another  sys- 
tematic investigation 
should  be  made." 

If  most  scientists  find 
Pons's    and  Fleisch- 
mann's  claims  hard  to 
swallow,  wait  until  they 
hear  what  Cal  Poly's 
Bush  and  others  are 
saying.  This  new  round 
of  theories  started  with 
Randell  L.  Mills,  presi- 
dent of  HydroCatalysis 
Power  Corp.  in  Lancas- 
ter, Pa.,  who  claims  to  produce  heat  us- 
ing plain  distilled  water.  When  Bush  was 
asked  about  that  at  Lake  Como,  he  had 
an  inspiration.  "It  suddenly  dawned  on 
me,"  he  recalls,  "that  the  major  reactant 
that  Mills  is  using  (in  the  water),  potassi- 
um-39,  plus  a  proton  from  light  water, 
would  give  you  calcium-40."  His  theory 
is  that  potassium  in  the  water  combines 
with  a  proton  at  the  edge  of  the  palladi- 
um rod  in  a  nuclear  reaction  that  may 
not  even  be  fusion. 

OUT  OF  TOUCH?  Bush  and  his  collabora- 
tor, Robert  D.  Eagleton,  also  a  physics 
professor,  claim  that  when  they  set  up  a 
Mills  experiment  it  produced  even  more 
heat  than  their  Pons-Fleischmann  cell. 
And  when  they  looked  for  calcium-40,  it 
was  there  roughly  in  the  predicted 
amount — though  Bush  acknowledges  he 
could  just  be  measuring  contaminants  in 
the  water.  Next  they  used  sodium, 
which  Bush's  theory  predicts  could  com- 
bine with  a  proton  to  make  magnesium. 
It  produced  nearly  twice  as  much  heat 
as  potassium-laced  water.  Bush  says. 

To  John  R.  Huizenga,  a  professor  of 
physics  and  chemistry  at  the  University 
of  Rochester  and  co-chairman  of  a  gov- 


ernment panel  that  reviewed  the  original 
cold-fusion  experiments,  this  is  just  one 
of  many  bizarre  theories  that  cold-fusion 
advocates  have  come  up  with.  He  says, 
for  instance,  that  the  laws  of  physics 
make  the  fusion  of  potassium  atoms 
with  protons  many  times  less  likely  than 
fusion  of  deuterium  atoms.  "These  guys 
have  lost  all  reality,"  he  adds.  Bush  con- 
cedes that  his  explanation  is  outside  the 
realm  of  accepted  physics.  "I  can't  tell 
you  how  the  nuclear  trick  works,"  he 
says.  But  he  insists  that  he  has  sturh- 
bled  onto  "modern  alchemy." 

EPKl's  Taylor  is  thinking  along  similar 
lines.  The  energy  gains  he  says  EPRI- 
funded  researchers  are  getting — 109^  to 


SPOTTING  TELLTALE  SIGNS  OF  FUSION? 


matical  error.  And  they  accuse  tij  j 
tigious  journal  Nature  of  refu^j 
publish  a  letter  that  they  claim  (p 
the  mistake.  Baloney,  retorts  0 
Lindley,  Nature's  associate  edijr 
physical  sciences.  The  letter,  h(  s 
just  didn't  hold  up  to  scientific  scu 
'MENTAL  CONSTIPATION.'  In  fact,  il( 
more  bad  news  ahead  for  cold  fujb 
new  study  by  scientists  at  Generj  ] 
trie  Co.,  to  be  published  this  si»in 
the  Journal  of  Electroana\t 
Chemistry,  is  "devastating,"  sa\| 
ert  L.  Park,  a  University  of  M 
physicist  who  has  reviewed  it.  d: 
one  of  the  few  companies  to  sigijc 
dential  agreements  with  the  Unfe 
of  Utah,  givir 
company  access  p 
tails  of  the 
Fleischmann 


ments.  The  rese;c 


When  atoms  fuse,  energy  is  released  and  certain  byproducts  result.  Finding 
telltale  byproducts,  then,  is  one  key  to  whether  a  reaction  is  fusion.  No  re- 
searcher has  seen  enough  byproducts  to  account  for  the  heat  that  cold  fu- 
sion experiments  are  producing.  And  only  some  labs  doing  fusion  research 
have  found  any  byproducts.  Here  are  the  latest  results: 
Fusion  byproducts    Number  of  labs  detecting     Reaction  among  skeptics 


50     Gaining  some  acceptance 


TRITIUM  (T) 

40 

Attributed  to  error  or  contamination 

HELIUM-4 

6 

Attributed  to  error  or  contamination 

N  +  T 

4  to  10 

Strongly  doubted  or  dismissed 

N  +  T  + GAMMA  RAYS 

0 

If  verified,  should  be  convincing 

DATA:  TEXAS  A&M  UNIVERSITY,  lOS  ALAMOS  NATIONAL  LABORATORY,  BW 


20'/'<  more  than  is  pumped  into  the  cell — 
are  inexplicable  in  chemical  terms.  So  it 
would  appear  to  be  nuclear,  Taylor  says, 
"but  it's  not  fusion  as  we  know  it." 

Another  unorthodox  theory  comes 
from  Akito  Takahashi,  a  physicist  at 
Osaka  University.  He  aims  to  explain 
why  heat  seems  to  be  generated  in 
bursts  of  varying  duration  during  ex- 
periments, as  some  researchers  have  re- 
ported. The  answer,  he  believes,  isn't  the 
fusing  of  two  nuclei  but  of  three — or 
perhaps  even  four — producing  tritium 
and  neutrons  as  byproducts.  Huizenga 
debunks  this  theory,  too.  Getting  two 
nuclei  to  fuse  is  tough  enough,  he  says, 
"and  when  you  require  three  or  four  to 
bump  together,  the  chances  of  success 
go  down."  Takahashi  agrees  but  insists 
that  his  findings  are  possible  within  the 
confines  of  a  palladium  rod. 

Professional  animosity  is  becoming  a 
way  of  life  for  cold-fusion  advocates  and 
their  detractors.  For  instance,  Vesco  C. 
Noninski,  a  Bulgarian  electrochemist, 
and  Melvin  H.  Miles,  a  chemist  at  the 
Naval  Weapons  Center  in  China  Lake, 
Calif.,  say  one  series  of  often  cited  nega- 
tive experiments  is  flawed  by  a  mathe- 


at  GE  say  the 
work  was  flawec 
"We  find  it  ( 
to  explain  the 
they  get  if  the 
dures  they  use  at)  \ 
they  say  they  are' 
GE  physicist  Rorlc 
Wilson.  In  fact,  c 
periment  that  'i 
set  up  yielded  ay 
cess  heat.  Po 
Fleischmann  as 
journal   to  let 
write  a  rebutt 
they  haven't  d- 
yet.  That  may 
cause  Fleischmann  feels  it's  notk 
replying  to  critics:  "Those  peopl 
got  mental  constipation  abou 
thing,"  he  says.  That's  an  odd  a 
win  over  doubters,  counters  Keii 
Lynn,  a  senior  physicist  at  Brooi; 
National  Laboratory.  "These  ^ 
have  to  stop  feeling  they  are  outcsi 
science.  They  need  to  show  ho\  1 
experiments  are  done." 

That's  the  spirit  in  which  Tholia 
Droege  is  working.  An  electrica  t 
neer  at  Fermi  National  Accelerate 
oratory  in  Chicago,  Droege  has  lli 
his  basement  what  may  be  the  to 
most  elaborate  calorimeter,  the  to  i 
to  measure  heat  produced  in  coldiu 
tests.  Since  December,  it  has  be^i 
ing  data  from  a  Mills  experimen, 
Droege  watching  until  the  wee  hiu 
see  if  he  can  "prove  the  idea,  dispiv 
or  decide  it's  due  to  experimental  ri 
For  Droege,  it's  all  less  quest  thr 
venture.  "I'm  tired  of  science  thas 
servative  and  safe,"  he  says.  "I^ 
fun  to  be  out  there  on  the  edge.' 

By  Otis  Port  in  Neu'  York,  wh  . 
Carey  in  Washington.  Robert  Bun 
Boston,  arid  Neil  Gross  in  Tokyo  , 
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MAKING  DIGITAL  TV 
GO  THE  DISTANCE 


Unlike  current  analog 
television  broad- 
casts, digital  TV  pictures 
would  be  free  from  an- 
noying "snow."  And  be- 
cause more  information 
can  be  packed  into  the 
signal,  digital  technol- 
ogy would  allow  effi- 
cient transmission  of 
high-definition  TV.  But 
here's  the  problem:  the 
dreaded  "edge  effect." 

With  today's  TV  sets, 
reception  gradually  gets 
worse  farther  away  from  the  broadcast  tower.  TVs  tuned  for 
digital  signals  would  get  a  crystal  clear  image — or  no  picture 
at  all.  Where  the  signal  cuts  out  depends  partly  on  the  weath- 
er, so  TVs  in  outlying  areas  might  suddenly  go  blank. 

Martin  F.  Vetterli,  co-director  of  Columbia  University's  Ad- 
vanced Image  &  Television  Laboratory  has  a  solution.  A  math- 
ematical technique  known  as  wavelets  selects  key  parts  of  the 
picture  in  order  to  create  a  multi-tiered  signal.  One  tier  pro- 
vides a  full  HDTV  image,  while  another  omits  extra  detail  but 
travels  farther.  A  third  contains  only  basic  information  to  give 
a  lower-quality,  but  still  viewable,  picture.  Vetterli  has  tested 
the  technique  in  the  laboratory  with  promising  results. 


GENE  DETECTIVES  NAB 

A  CULPRIT  THAT  CAUSES  DEAFNESS 


At  the  Boston  University  School  of  Medicine,  researchers 
have  discovered  a  gene,  called  HuP2,  that  plays  a  key 
role  in  congenital  deafness.  The  BU  team,  led  by  Dr.  Aubrey 
Milunsky,  tracked  six  generations  of  a  family  in  Brazil.  Scien- 
tists examined  the  of  60  family  members — 26  of  whom 
had  Waardenburg  syndrome,  a  rare  disease  that  can  cause 
deafness  and  other  symptoms.  The  researchers  also  studied  50 
unrelated  people  who  did  not  have  the  disease. 

The  tests  showed  that  the  HuP2  gene  had  mutated  in  all  of 
those  who  had  the  syndrome,  while  there  was  no  defect  in  the 
gene  of  the  unaffected  family  members  or  the  control  group. 
'The  discovery  will  enable  scientists  to  make  a  precise  diagno- 
sis of  the  syndrome  and  provide  genetic  counseling,  Milunsky 
says.  He  believes  gene  therapy  might  one  day  enable  physi- 
cians to  repair  the  defect.  In  addition,  he  says,  the  research 
may  yield  new  insights  into  how  genes  switch  on  and  off 
during  early  development. 


'NUCLEAR  FALLOUT' 

THAT  MAY  HELP  MANUFACTURERS 


Talk  about  turning  swords  into  plowshares.  Researchers  at 
Sandia  National  Laboratories  in  Livermore,  Calif.,  have 
joined  with  John  Deere  Co.  to  adapt  an  ultraprecise  welding 
system  used  in  making  nuclear  weapons  to  the  mass  produc- 
tion of  tractors  and  other  heavy  agricultural  equipment. 

In  the  Sandia  process,  a  fiber-optic  cable  monitors  the  light 
emitted  during  a  weld.  Because  the  amount  of  light  is  an 
indication  of  how  much  metal  has  melted,  a  computerized 


welder  can  use  the  data  to  adjust  its  welding  current.  Ho  ii 
the  light  level  steady  ensures  a  very  uniform  weld.  And.h 
leads  to  higher  quality  and  reduces  the  need  for  testing  est 
components  after  the  fact. 

To  convert  the  system  to  civilian  work,  engineers  have  :oi 
fied  the  technology  to  use  common  carbon  steel  instej 
high-grade  stainless  steel.  Next,  they  have  to  switch  fror  t 
military's  precise  but  costly  tungsten  arc  welding  to  i 
common  gas  metal  arc  welds.  Sandia  plans  to  liceiist  t 
technology,  but  Deere  won't  be  the  only  beneficiary.  Th 
has  teamed  with  the  Edison  Welding  Institute,  an  indit 
funded  research  and  development  organization  in  Coliiiv. 
Ohio,  to  perfect  the  process  and  get  other  manufactu.re 
trv  it  out. 


A  WAY  TO  WHIP  CHOLESTEROL 
OUT  OF  EGGS 


Go  on  a  low  cholesterol  diet,  and  one  of  the  first  lo 
you'll  have  to  cut  out  is  eggs.  That  may  change.  M  . 
apolis-based  Michael  Foods  Inc.  and  Germany's  SKW  Nat 
Products  Inc.  soon  will  begin  marketing  Simply  Eggs — 1 
eggs  with  80%  of  the  cholesterol  removed.  Unlike  convent 
egg  substitutes,  which  contain  only  egg  whites  and  adiln 
the  liquid  eggs  are  nutritionally  identical  to  real  eggs,  e.  t 
for  the  reduced  cholesterol,  says  Richard  G.  Olson,  Mi'ia 
Foods'  president  and  CEO. 

The  cholesterol  is  removed  from  the  eggs  using  a  pattt 
technology  developed  by  SKW.  First,  a  modified  starcli  ( 
beta  cyclodextrin  (BCD)  is  mixed  with  egg  yolks.  BCD  com 
with  the  cholesterol  in  the  yolk,  and  the  mixture  is  remove  i 
a  centrifuge.  Then  the  egg  whites  are  added  back  to  the  e 
residue.  The  pasteurized  product  looks  like  whipped  egg 

Limited  production  has  begun  at  a  pilot  plant  in  Ga\>; 
Minn.  The  product — packaged  in  refrigerated  milk  cai't( 
should  hit  grocery  stores  later  this  year.  It  will  also  be  si  l 
restaurants  and  commercial  food  processors. 


ATMOSPHERE  SCIENTISTS  WHO  SAY: 
'GO  FLY  A  KITE' 


What's  a  good  way 
to  gather  climatic 
data  in  the  upper  atmo- 
sphere? Fly  a  kite.  Teth- 
ered weather  balloons 
can't  go  much  above 
9,000  feet,  and  higher- 
flying  untethered  bal- 
loons or  airplanes  can't 
take  measurements  in 
one  place  over  a  long  i)e- 
riod.  But  scientists  from 
the  University  of  Colora- 
do's Cooperative  Insti- 
tute for  Research  in  En- 
vironmental Science  (CIRES)  kept  two  high-tech  kites  alo;  i 
12,000  feet  for  four  days  last  summer  over  remote  Chrisbi 
Island,  just  north  of  the  equator  in  the  Pacific  Ocean. 

Based  on  that  success,  CIRES  researchers  believe  the>:: 
fly  a  larger,  LOOO-square-foot  rectangular  kite  on  a  t 
strength  Kevlar  tether  for  weeks  or  months  at  60,000 
Each  kite  could  hold  up  to  22  pounds  of  instruments  to  t 
sure  such  things  as  water  vapor,  radiation,  ice-crystal  su 
ture,  electric  fields,  or  temperature — information  that  vu 
then  be  relayed  digitally  to  computers  on  the  ground. 
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SMART  PROGRAMS 
GO  TO  WORK 

W  APPLIED-INTELLIGENCE  SOFTWARE  MAKES  DECISIONS  FOR  THE  REAL  WORLD 


■  Mhen  Sharon,  35,  entered  St.  Jo- 

wM  seph  Mercy  Hospital  in  Ypsi- 

IV  ianti,  Mich.,  late  last  year, 

■rs  knew  her  case  was  severe.  She 

diagnosed  with  a  potentially  fatal 

ratory  disease,  on  top  of  her  exist- 

ymphonia,  and  was  rushed  to  the 

sive-eare  unit.  Off  in  a  corner,  near 

inen  closet,  sat  a  workstation  pro- 

imed  to  do  what  all  the  other  high- 
medical  gear  could  not:  predict 

her  Sharon  would  live  or  die. 

■etors  and  nurses  fed  data  on  Shar- 
condition  and 

cal  history  into 

computer,  which 
running  a  pro- 

1  called  Apache 

Based  on  its  data 
of  records  from 

8  previous  inten- 

;are  patients  and 

on's  vital  signs, 

)rogram  first  pre- 

!d  that  Sharon 

1  a  15%  chance  of 
But  two  weeks 

•,     the  figure 

ed  to  90%.  The 

)rs  prepared  the 

ly  for  hard  deci- 

;  on  whether  to 

nue  treatment. 

len,  overnight — 

ally — the  picture 

ged.  As  it  sorted 

igh  the  conflict- 
readings  on  Shar- 

diverse  symptoms 

weighted  the  criti- 

)nes,  the  program 

ted  signs  of  hope 
the  doctors  had 

5een.  It  calculated 

her  chance  of  dy- 

had  dropped  to 
Twelve  days  lat- 

t  was  40%',  which 

nt  she  could  be 

ed  to  a  regular 

1.  Sharon  is  now 

ivering  at  home. 


Without  Apache  III,  says  Dr.  Charles  M. 
Watts,  the  unit's  director,  the  staff 
would  not  have  noticed  and  responded  to 
the  improvement  for  another  four  days. 
With  it,  he  says,  his  staff  acts  more 
quickly  and  is  better  able  to  control 
costs  by  focusing  attention  on  cases 
most  likely  to  benefit. 

Until  recently,  doctors  never  would 
have  relied  so  heavily  on  software  that 
presumes  to  rate  a  patient's  fate.  Could 
it  be  that  machines  that  "think"  have 
finally  arrived?  Has  the  long  ballyhooed 


LET  YOUR  SOFTWARE  DO  THE  THINKING 


The  following  industries  rely  on  4 
applied  intelligence  software  to  | 
help  make  decisions  previously  left  j 
entirely  to  humans.  Among  the  most  i 
common  approaches;  neural  \ 
networks,  which  recognize  patterns,\ 
and  expert  systems,  which  simulate  | 
the  knowhow  of  human  experts  | 


Shearson  Lehman 
uses  neural  networks 
to  predict  the  per- 
formance of  stocks 
and  bonds 


Arco  and  Texaco  use 
neural  networks  to 
help  pinpoint  oil  and 
gas  deposits  deep 
below  the  earth's 
surface 


The  internal  Revenue 
•99    Service  is  testing 

software  designed  to 
read  tax  returns  and 
spot  fraud 


California  has  an 
expert  system  that 
decides  if  applicants 
should  receive 
welfare  benefits 


S Spiegel  uses  neural 
networks  to  deter- 
mine who  on  a  vast 
mailing  list  are  the 
most  likely  buyers  of 
its  products 


NYNEX  has  a  system 
that  helps  unskilled 
workers  diagnose 
customer  phone 
problems 


technology  called  artificial  intelligence 
been  perfected? 

Hardly.  While  it  remains  a  goal  of 
researchers  around  the  world,  the  35- 
year-old  quest  for  machines  that  mimic 
human  thought  has  produced  so  much 
hype,  so  many  dashed  expectations,  and 
even  outright  bankruptcies  that  soft- 
ware makers  now  shun  the  term.  "This 
is  not  artificial  intelligence,"  insists  Gary 
Bisbee,  chief  executive  officer  of  Apache 
Medical  Systems  Inc.,  the  Washington 
startup  that  has  sold  its  package  to  St. 

Joseph  Mercy  and  16 
other  hospitals. 
NO  THINKING.  So  what 
is  it?  Cull  it  applied  in- 
telligence— software 
that  "knows,"  rather 
than  software  that 
"thinks."  Applied  in- 
telligence occupies  a 
happy  middle  ground 
between  the  largely 
theoretical  world  of 
machines  that  think 
and  today's  conven- 
tional computer  pro- 
grams, which  remain 
dumb,  if  powerful, 
tools.  Most  programs 
don't  "know"  any- 
thing. All  they  can  do 
is  carry  out  the  tasks 
that  a  human  operator 
tells  them  to  perform. 

Applied-intelligence 
software,  on  the  other 
hand,  knows  enough 
to  make  some  deci- 
sions itself — because 
it  embodies  a  wealth 
of  human  experience. 
In  addition  to  advising 
doctors,  such  pro- 
grams are  being  used 
to  predict  stock  per- 
formance, detect  tax 
and  credit-card  fraud, 
and  pinpoint  under- 
ground oil  and  gas  de- 
posits (table).  "'The  fo- 


American  Airlines 
has  an  expert  system 
that  schedules  the 
routine  maintenance 
of  its  airplanes 
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cus  now  is  using  computers  to  capture 
human  experience  and  make  well-de- 
fined, specific  decisions,"  says  Lynden 
Tennison,  director  of  knowledge  systems 
at  American  Airlines  Inc. 

The  opportunity  is  huge.  In  industry 
and  government,  most  everything  that 
gets  done  requires  a  big  chunk  of  hu- 
man knowhow.  According  to  Joe  K.  Car- 
ter, a  partner  with  Andersen  Consulting 
Inc.,  the  knowledge  of  how  manufac- 
tured goods  are  built  and  how  they  work 
makes  up  107<  of  their  development 
costs.  And  in  service  businesses,  such  as 
selling  mutual  funds,  that  percentage  is 
about  907< .  Yet,  Carter  asserts,  "knowl- 
edge is  the  most  underused  asset  in  any 
organization."  If  you  can  somehow 
transfer  knowledge  from  human  brains 
into  computer  programs,  however,  you 
can  leverage  that  asset  to  the  hilt. 

At  American  Airlines,  the  pursuit  of 
applied  intelligence  led  a  team  of  three 
"knowledge  engineers"  to  spend  about  a 
year  at  the  airline's  Tulsa  maintenance 
center  studying   reports,  interviewing 


mechanics,  and  learning  everything 
about  how  routine  aircraft  maintenance 
is  scheduled  and  performed.  They  stud- 
ied all  the  tricks  that  American's  mainte- 
nance managers  had  devised — such  as 
building  in  extra  time  for  a  plane  coming 
through  Phoenix,  because  the  high  pro- 
portion of  elderly  people  there  means  it 
takes  longer  to  empty  and  reload  the 
aircraft. 

Everything  the  knowledge  engineers 
learned  in  Tulsa  was  then  funneled  into 
a  computer  program  called  Moca,  which 
runs  on  Apple  Macintosh  computers.  A 
so-called  expert  system,  the  program 
represents  the  combined  knowledge  of 
30  aircraft-routing  experts.  That  know- 
how  has  been  translated  into  5,000  rules 
that  the  program  refers  to  when  decid- 
ing how  best  to  schedule  routine  mainte- 
nance for  all  of  American's  622  planes. 
Under  Federal  Aviation  Administration 
regulations,  each  must  stop  over  at  a 
regional  maintenance  center  at  least 
once  every  60  hours  of  flying  time.  The 
trick  is  to  do  that  without  disrupting  the 


airline  schedule.  Above  all,  carriers 
to  avoid  the  cost  of  flying  empty  la 
to  maintenance  centers.  With  Moc  n 
aging  all  the  details,  American  saas 
estimated  $500,000  annually  bi;a 
Moca  does  a  better  job  of  all  tht  \ 
humans  alone  ever  could. 
MAGIC  MARKER.  The  same  type  ( 
tem  is  used  by  a  county  governnin 
central  California  to  improve  thed' 
ery  of  social  services  and  cut  cost. 
Human  Services  Agency  of  IV'i 
County  has  a  computer  program 
Magic,  which  consults  a  matrix  o 
government  regulations  to  deternr 
72  hours — vs.  as  long  as  three  mn.: 
if  an  applicant  qualifies  for  bene.- 
then  calculates  how  much  and  wht 
of  benefits  will  be  given,  a  tasi 
used  to  require  clerks  with  six  m 
of  training  on  policies  relating  t  ' 
fare,  food  stamps,  medicaid,  and  |oi 
care.  Now,  all  that  can  be  done  byjfi 
ers  who  don't  know  much  morti't 
how  to  lead  applicants  through  aie 
of  questions  posed  by  the  computr. 


SURE,  IT  CAN  DRIVE,  BUT 
HOW  IS  IT  AT  CHANGING  TIRES? 


If  you  spot  a  vehicle  without  a  driver 
cruising  down  a  Pittsburgh-area  road, 
it's  probably  not  a  Hollywood  stunt 
for  a  remake  of  The  Invisible  Man. 
Chances  are,  it's  Alvinn,  the  prototyjje  of 
a  self-driving  car  created  by  a  band  of 
graduate  students  and  professors  at  Car- 
negie Mellon  University. 

Alvinn  (Autonomous  Land  Vehi- 
cle In  a  Neural  Network)  is  one  of 
the  most  promising  demonstrations 
of  the  powers  of  neural  network 
technology — computer  program- 
ming that  simulates  how  neurons  in 
the  human  nervous  system  relay 
millions  of  bits  of 
data  to  the  brain  for 
processing.    In  Al- 
vinn's  case,  incoming 
video  signals  are  fed 
to  a  network  of  com- 
puters that  constantly 
matches  them  against 
the  thousands  of  vid- 
eo images  it  already 
has  learned,  such  as 
trees,  parked  cars, 
and  pavement. 

SNOOPING  JEEP.  A  self-driving  vehi- 
cle has  been  high  on  the  agenda  at 
the  Defense  Advanced  Research 
Projects  Agency  (DAKPA)  for  nearly 
a  decade.  Scientists  there  envision 
the  day  when  a  driverless  jeep 


could  scout  danger  zones,  detect  land 
mines,  and  snoop  around  behind  enemy 
lines  without  endangering  the  lives  of 
soldiers.  But  writing  computer  programs 
that  mimic  all  the  coordinated  decisions 
that  a  human  driver  unconsciously 
makes  has  proved  to  be  harder  than  first 


I  Via 


eo  comeras  pro- 
grammed to  'recognize 
shapes  such  as  trees 
and  other  cars 


Inside  is  a 
network  of  four 
workstations  tha 
process  video 
data  from  all 
comeras  and 
vote  on  how  one 
whether  to  turn, 
brake,  etc. 

DATA  CARNEGIE  MEtlON  UNIVERSE 


LOOK  MA,  NO  HANDS 


imagined.  After  seven  years  ad 
lion  in  research  expenses,  Ma)ir 
ta  Corp.  produced  a  prototypeih 
ed  by  conventional  computes 
along  at  about  10  mph  and  b 
staying  on  the  road  for  more  "s\ 
or  two. 

The  Carnegie  Mellon  team,* 
search  scientist  Dean  A.  Poirr 
gan  working  on  a  neural-netci 
around  the  time  DARPA  launut 
million,  three-year  push  int( 
computer  circuits  in  late  198'.'. 
went  to  several  projects! 
one  at  Westinghouse  Ekti 
(table)  as  well  as  Alvin. 
CMU  researchers  have  s»i 
$10  million,  provided  t 
Equipment  J 
the  NationI 
Foundationtj 
DARPA. 

Neural  ,( 
also  a  bit 
subject  i 
where  the  ii 
Internation 
Industry 
to  kick  ofJit 
World  Qr 
Project  or 
With  as  mC 
billion  in  funding  over  l(y 
aim  is  to  explore  a  range  t 
ogies  such  as  neural  nei 
capable  of  "flexible"  ir 
which  is  patterned  on  thtCi 
ing  thought  processes  of;!" 

Back  in  the  U.  S.,  a  Sttif 
versity  professor  and  mii 


ow  of  comeras  pro- 
grammed to  perceive 
colors,  like  the  black 
pavement  and  the 
yellow  divider  line 


Small  motors  turn  the 
steering  wheel,  work 
the  brakes,  accelera- 
tor, and  gearshift 
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e  Magic   system,  devcl- 

with  Andersen  Consult- 
■;aves  the  county  $4  million 
/ear  in  administrative  and 
ing  costs,  says  John  H. 
!n,  director  of  the  agency. 

that's  not  all.  "The  ma- 
e  doesn't  discriminate 
nst  anyone,"  he  says, 
s,  people  are  not  penalized 
ey  get  a  clerk  who  lacks 
proper  information."  Be- 
i  a  welfare  clerk's  job  has 
simplified,  the  agency  has 
;  to  reduce  its  staff  by 
and  will  still  be  able  to 
;  the  same  40,000-client  ca- 
:d.  An  audit  by  Ernst  & 
ig  concluded  that  if  such  a 
im  were  adopted  state- 
California  could  save 
million  a  year. 

it  expert  systems  have  their  draw- 
s.  They  work  best  in  cases  such  as 
Merced  County  social-services  de- 
ment, with  its  clear-cut  set  of  rules, 
;  American,  where  there's  a  precise 
of  experience  from  which  to  create 


them.  But  they  don't  work  well  when 
the  problem  is  too  complex  or  simply 
can't  be  boiled  down  into  a  number  of 
rules.  That's  where  a  newer  applied-in- 
telligence technique  called  case-based 
reasoning,  which  draws  inferences  from 
thousands  of  actual  experiences,  comes 


AMERICAN  AIRLINES'  MOCA 
SYSTEM  EMBODIES  THE 
KNOWLEDGE  OF  30  EXPERTS 

in.  The  Apache  program  that 
helped  Sharon  is  an  example. 
It  searched  a  vast  store  of  real- 
world  knowledge  that  a  single 
doctor  couldn't  possibly  have 
(table,  page  100).  Dr.  Watts  of 
St.  Joseph  Mercy  Hospital  says 
957'  of  Apache's  predictions  of 
mortality  rates  prove  accurate 
within  37".  And  while  a  doctor's 
prognosis  can  vary  according 
to  how  hurried,  tired,  or  well 
trained  he  is.  Apache  never 
wavers. 

More  mundane  jobs  can  be 
tackled  by  case-based  reason- 
ing, too.  NYNEX  Corp.,  the 
phone  company  for  New  York  and  New 
England,  uses  the  technique  to  assess 
whether  a  repair  truck  really  needs  to  be 
dispatched  when  a  customer  reports  a 
problem.  Clerks  with  no  expertise  in 
phone  repair  consult  the  Maintenance 
Administration   Expert,   or   Max,  pro- 


d  Greg  Kovacs  is  working  on 
calls  a  nerve  chip.  It's  a  micro- 
1  thousands  of  tiny  holes  that 
I  theory,  reconnect  damaged 
ernard  Widrow,  a  Stanford  pro- 
electrical  engineering,  suggests 
uld  one  day  help  restore  feeling 
d  that  was  severed  in  an  acci- 
i  idea,  he  says,  is  to  feed  the 
lings  from  the  hand  to  the  arm 
the  chip's  tiny  holes.  "The  neu- 
vould  learn  how  to  remap  the 
;,"  says  Widrow.  In  tests  on  a 
some  nerve  functions 
tored,  he  says. 
:iETY.  Alvinn  is  much 
proving  the  practical- 
aral-net  applications — 
robots  that  "see."  Al- 
ns  to  drive  by  watch- 
iman  do  it  for  about 
ites.  Once  its  cameras 
low  a  person  drives 
•wo-lane  highway  or  a 
,  it  never  has  to  learn 
■ticular  road  pattern 
Currently,  it  knows 
dozen  different  road 
network  of  onboard 
*s — Sun  Microsystems 
kstations  named  Moe, 
urly,  and  Shemp — pro- 
data  from  video.  Their 
ming  tells  them  how 
to  each  type  of  object, 
for  a  pedestrian,  say. 
t  summer,  the  first  Al- 
modified  Chevy  van, 
ising  suburban  Pitts- 
)ausing  at  stop  signs, 


swerving  to  avoid  dogs,  and  otherwise 
doing  a  good  job  of  pretending  to  be 
human.  By  last  fall,  when  the  system 
was  transplanted  to  an  Army  ambulance, 
it  set  an  autonomous-land-vehicle  speed 
record  of  more  than  55  mph  while  cover- 
ing a  distance  of  21  miles.  (During  such 
tests,  a  human  usually  sits  behind  the 
wheel,  as  an  emergency  backup.) 

But  Alvinn  still  has  some  glitches,  ad- 
mits Charles  E.  Thorpe,  the  CMU  profes- 
sor who  manages  the  project.  On  high- 
ways, it  has  a  tendency  to  exit  at  every 


THE  EXOTIC  WORLD  OF  NEURAL  RESEARCH 

These  projects  are  on  the  frontier  of  neural  networks,  in  which  a  com- 
puter "recognizes"  patterns  such  as  the  shapes  of  objects 

AUTOMATIC  AUTO  Carnegie  Mellon  is  developing  an  "autonomous 
land  vehicle"  called  Alvinn  that  can  cruise  around  town  using  video 
camera  "eyes"  instead  of  a  human  driver  (photo) 

NERVE  MENDING  At  Stanford  University,  researchers  ore  testing  a 
computer  chip  that  can  help  compensate  for  damaged  human 
nerves.  If  your  hand  v^ere  severed  and  reattached,  the  nerves  from 
your  arm  could  relay  signals  through  the  chip  to  your  hand 

JAPANESE  FUTURISM  Mill's  Real  World  Computing  Project,  sequel 
to  the  disappointing  Fifth  Generation  artificial  intelligence  project, 
kicks  off  in  April  v/ith  as  much  as  $1  billion  in  funding.  The  10-year 
goal:  An  intuitive  learning  machine 

MACHINE  VISION  Westinghouse  is  using  neural  netv/orks  to  recog- 
nize the  image  of  a  tank  and  make  a  friend-or-foe  decision  by 
matching  the  image  against  those  of  different  tanks  in  its  memory 

LANGUAGE  TRANSLATOR  The  Notional  Security  Agency  is  creating 
a  program  called  Tipster  that  would  read  stacks  of  Japanese  docu- 
ments, translate  them  into  English,  and,  based  on  content,  electroni- 
cally forward  each  one  to  the  right  person 


off-ramp:  It  positions  itself  in  the  right- 
hand  lane  by  tracking  the  edge  of  the 
roadway,  but  it  can't  always  distinguish 
between  an  ordinary  curve  and  an  off- 
ramp.  Also,  when  it  snows,  the  video 
cameras  that  specialize  in  perceiving  col- 
ors lose  the  ability  to  see  the  black  road 
and  the  yellow  divider  lines.  "It  has  some 
of  the  same  troubles  that  humans  experi- 
ence in  a  whiteout,"  he  says. 

So  who  needs  a  self-driving  car'?  May- 
be nobody  but  the  Pentagon.  Still,  Po- 
merleau  foresees  commercial  applica- 
tions, including  a  sort  of  robo- 
mailman.  Using  a  robotic  arm 
and  computerized  mapping 
software,  a  self-driving  van 
would  travel  up  and  down 
streets,  tossing  newspapers 
and  mail  packets  on  front 
lawns.  If  the  vehicle  came  up 
against  an  obstacle  it  didn't 
recognize,  it  could  brake,  call  a 
human  dispatcher,  and  get  spe- 
cific instructions. 

The  system  could  also  be 
miniaturized  and  packaged 
with  conventional  cars — as  the 
ultimate  form  of  cruise  control, 
Pomerleau  predicts.  He's 
afraid,  however,  that  high 
product  liability  insurance 
would  prevent  such  a  product 
from  hitting  the  market.  "We 
don't  think  we'll  ever  perfect 
it,"  he  says.  "People  aren't 
1007<^  reliable  in  their  driving — 
so  how  could  this  be?" 

By  Otis  Port  in  New  York, 
with  btireau  reports 
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gram,  which  searches  thousands  of  re- 
pair records  to  find  one  like  the  caller's 
problem.  NYNEX  says  Max  improves  cus- 
tomer service  and  saves  an  estimated  $6 
million  per  year — by  reducing  unneces- 
sary service  calls  and  cutting  the  size 
and  training  needs  of  the  screening 
staff. 

Not  everybody  is  welcoming  the  ad- 
vent of  such  systems.  Labor  advocates 
contend  that  systems  such  as  Max,  Mag- 
ic, and  Moca  tend  to  "deskill"  the  work 
force.  "The  employee  doesn't  have  to 
know  .anything  beyond  what's  on  the 
computer  screen,"  says  Barbara  Garson, 
author  of  the  1988  book  The  Electronic 


from  35%  to  15%,  mainly  because  em- 
ployees used  to  find  the  job  "too  compli- 
cated to  learn,"  he  says. 

An  even  more  advanced  form  of  intel- 
ligent software,  called  neural  networks, 
is  taking  on  jobs  that  no  human  ever  did. 
Neural  nets,  whose  name  is  derived 
from  the  study  of  how  the  human  ner- 
vous system  works,  use  statistical  analy- 
sis to  recognize  patterns  among  vast 
amounts  of  information.  The  technology, 
which  could  be  the  key  to  computers 
that  "see"  and  "hear,"  is  one  of  the 
most  fertile  grounds  for  artificial-intelli- 
gence research  (page  98).  But  it's  also 
finding  its  way  into  business.  Shearson 


WEIGHING  THE  CHANCES  OF  UFE  AND  DEATH 

Software  from  Apache  Medical  Systems  is  used  to  rate  an  intensive-care  patient's 
chances  of  survival  helping  medical  personnel  decide  how  to  set  priorities  and 
allocate  resources.  Using  a  technique  called  case-based  reasoning,  the  program 
determines  which  past  cases  most  closely  resemble  the  one  at  hand.  Because  no 
past  case  is  likely  to  exactly  match  the  current  case,  the  computer  uses  inference  to 
calculate  a  patient's  prognosis.  Here 's  a  step-by-step  rundown: 

STEP  1  Doctors  and  technicians  collect 
27  pieces  of  data  on  the  patient,  including 
the  initial  diagnosis,  the  patient's  vital  signs, 
level  of  consciousness,  and  whether  the 
patient  has  AIDS  or  other  chronic  diseases 

STEP  2  The  Apache  program  compares 
each  patient's  data  against  records  of 
17,448  patients  who  were  treated  at  40 
U.S.  hospitals  in  1989.  By  "learning"  from 
these  past  cases,  the  program  can  rate  the 
current  patient's  chance  of  survival 

STEPS  The  computer  returns  one  number, 
from  0  to  100,  for  each  patient.  The  higher  the 
number,  the  greater  the  chance  of  that  patient 
dying  in  the  hospital.  Studies  have  shown  the 
program  to  predict  more  accurately  and  more 
optimistically  than  top-notch  doctors 
am  sw 


Sweatshop ,  which  details  the  social  con- 
sequences of  computerization.  Garson 
argues  that  applied-intelligence  software 
is  already  deskilling  workers  ranging 
from  technicians  to  stockbrokers. 
HIGHER  MORALE?  That's  "the  classic 
fear,"  says  American  Airlines'  Tennison. 
But,  he  argues,  intelligent  software  can 
actually  enhance  many  jobs  by  freeing 
workers  to  use  their  brainpower  on  high- 
er-level problem  solving.  "Now,  our  em- 
ployees are  free  to  concentrate  on  really 
unique  problems,"  such  as  emergency 
repairs,  he  says.  Merced  County's  Cullen 
says  his  workers  are  happy  to  skip  the 
mechanics  of  assessing  eligibility  and  de- 
vote more  time  to  helping  clients.  One 
sign  of  improved  morale:  Since  Magic 
arrived  last  year,  turnover  has  gone 


Lehman  Brothers  Inc.,  for  instance,  uses 
neural  nets  to  comb  through  mountains 
of  data  and  recognize  patterns  in  market 
activity.  Flagging  patterns  before 
they're  apparent  to  a  human  can  mean 
millions  in  trading  profits. 

Spiegel  Inc.,  the  Oak  Brook  (111.)  mer- 
chandiser, uses  neural  nets  to  fine-tune 
its  direct-mail  operation.  The  company 
mails  200  million  catalogs  and  brochures 
to  customers  each  year.  "If  we  could 
separate  onetime  buyers  from  those  who 
are  most  likely  to  purchase  again,"  the 
company  really  could  boost  profits,  says 
Phillip  Oschmann,  Spiegel's  director  of 
market  research. 

That  challenge  was  taken  on  by  Neur- 
alWare  Inc.,  a  Pittsburgh  maker  of  neu- 
ral-network software.  Starting  with  a 


huge  list  of  people  who  had  madeiu 
one  catalog  purchase  and  mixin 
reams  of  lifestyle  and  demographicia 
for  each  addressee,  such  as  age,  incQ 
family  makeup,  and  home  owneih 
NeuralWare's  software  went  to  wo:„ 
found,  for  example,  that  a  young  sijj 
ban  couple,  housebound  with  a 
baby,  is  five  times  more  likely  to; 
regularly  from  a  catalog  tharh  a  siij 
couple  without  kids. 

By  spotting  thousands  of  these  tn 
NeuralWare  programmers  came  up 
a  way  to  discard  607'  of  the  custo 
who  probably  wouldn't  purchase  ag; 
while  retaining  90%  of  those  who  w 
Oschmann  expects  big 
§     offs:  Savings  of  at  leas 
f     million  annually  by  avoi 
unlikely  buyers  and  hi 
catalog  sales,  overall. 
BIG  PLAYERS.  Neural-net\ 
technology  is  also  making 
sible  a  whole  new  bree( 
easy-to-use  PCs.  So-called 
top  PCs,  which  "read" 
words  and  numbers  tracec 
their  screens,  rely  on  neural 
work  programming  to  recog 
"     the  difference  between  an 
and  an  "o."  For  its  new  per 
for  example,  Poquet  Compi 
uses  NestorWriter,  a  neural 
gram  from  Nestor  Inc.  The 
ware  can  also  "learn"  any  i\i<\ 
ual's  handwriting. 

Slowly  but  surely,  applied-inll 
gence  software  is  beginninsj,! 
spread  throughout  computerd  ; 
Last  year,  several  dozen  U.  S.  (,n 
puter  and  software  companies  i 
about  $200  million  in  expert  sy.a> 
case-based  reasoning,  and  neuial 
packages,  according  to  Internal  i< 
Data  Corp.  That's  up  100%  from  1^, 
And  those  figures  do  not  include  i 
hundreds  of  millions  of  dollars  in  r(  1; 
consulting  and  custom  prograimii 
services — as  much  as  $15  millioii 
project — billed  by  companies  sucli  .i  - 
dersen  Consulting.  Andersen  insia 
two-dozen  applied  intelligence  s\si< 
last  year. 

One  of  the  biggest  players  so  far  i 
been  Digital  Equipment  Corp.  Tw(.' 
years  ago,  it  built  the  world's  first  laif 
scale  expert  system,  a  program  \ 
18,000  rules  on  how  to  fulfill  custom ) 
ders  of  its  VAX  minicomputers.  Si; 
then,  DEC  has  installed  70  other  appi 
intelligence  systems,  which  the  comji. 
says  save  it  $200  million  a  year.  Ano 
has  implemented  50  projects,  m;,i 
bringing  in  millions  in  fees,  for  custir 
ers  ranging  from  Aetna  Life  &  Casu; ; 
Co.  to  Japan's  Sumitomo  Bank. 

Now,  Unisys  Corp.  is  developing  i 
applied-intelligence  system  for  the  Pei 
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the  process  yields  continuous  improve- 
ment and  builds  enthusiasm  across  the 
organization.  By  hstening  to  employees 
and  customers,  by  creating  a  structure 
where  fair  decisions  are  made  fast,  by 
communicating,  defending,  and  then 
living  the  company's  core  values,  Sea- 
Land  encourages  employees  to  work 
with  us,  not  for  us.  Genuine  teamwork," 
Clancey  concluded. 

More  rapid  cfelivery  of  products 
and  services  is  another  requisite  in 
today's  zero  lag-time  world.  John  M. 
Thompson,  chairman  of  CSC  Europe, 


"International  business  is 
now  skewed  toward  the 
world's  largest  firms... 
companies  with  revenues 
over  $  1 -billion  account 
for ...  80%  of  world  sales 
produced  overseas." 

Jacques  Manardo.  Chairman. 
European  Boanl.  DRT  International 


insists  that  speed,  coupled  with  nim- 
bleness,  will  distinguish  tomorrow's 
benchmark  companies.  "You  need  speed 
to  reduce  the  time  from  product  con- 
cept to  product  rollout,  from  customer 
order  to  customer  delivery  "  And 
Thcjmpson  sees  "transnational  networks" 
of  people  and  electronics  as  the  best 
solution  to  this  strategic  imperative. 

Dr.  Hugo  Michael  Sekyra,  chairman 
of  the  board  of  Austrian  Industries,  also 
acknowledged  the  value  of  speed  for 
speed's  sake.  His  giant  group  of  state- 
owned  companies,  now  in  the  midst  of 
privatization,  has  sold  over  70  firms 
since  1986.  "In  streamlining  an  organi- 
zation," Dr.  Sekyra  says,  "leaders  must 
provide  swift,  decisive  responses  to  all 
forms  of  change — that  is,  change  ema- 
nating from  both  inside  and  outside 
the  company.  Otherwise,  communica- 
tion and  confidence  will  be  diminished. 


inevitably  undermining  the  goal  of  a 
cooperative,  learning,  high-trust  culture 
— the  goal  Austrian  Industries  has  cho- 
sen as  the  company  abandons  the  old 
bureaucratic,  hierarchical  paradigm." 

A  New  Euromanager.^ 
With  the  growing  prospect  of  a  pan- 
European  market,  can  a  new-style 
Euromanager  be  far  behind?  Jean- 
Charles  Rouher,  Secretary-General  of  the 
International  Chamber  of  Commerce, 
suggests  the  business  community  "may 
develop  various  local  breeds  of  a  univer- 
sal species,  the 
international 
executive. " 

Rouher  notes 
that  the  future 
Euromanager  will 
face  unique  cir- 
cumstances: not 
only  the  unified 
market — and  the 
likelihood  of  a 
greater  European 
Economic  Area 
joining  the  12  EC 
and  7  EFTA 
countries — but 
also  continuing 
realignment  of  Eastern  Europe  and  the 
former  Soviet  republics.  "Clearly,  what 
we  must  seek  in  Euromanagers  are 
culturally  flexible,  linguistically 
diverse  men  and  women  who  are  dis- 
tinctly global  in  their  market  vision," 
said  Rouher. 

At  Volkswagen  AG,  they  don't  talk 
about  a  Euromanager.  "We  speak  only 
of  the  one-world  manager,"  said  board 
member  Dr.  Martin  Posth.  "This  is  a 
manager  who  can  work  in  an  interna- 
tional network,  who  can  cope  with 
cross-cultural  issues  in  every  country 
in  the  world,  who  can  generate  global 
synergetic  results,  and  who  is  at  home 
in  every  market."  In  short:  a  manager 
who  can  think  globally  and  act  locally. 

Building  Corporate  Competitiveness 
The  European  Community's  big  shift 
is  only  months  away,  and  companies 


Foreign  Competition 
ON  European  Turf 

A  PAN-EUROPEAN  MARKET  PRE- 
sents  enormous  opportunities.  'With  a 
projected  potential  market  of  450f 
million  people  by  the  year  2000  and 
AQ%  of  the  world's  GNP,  the  smart  \ 
foreign  competitor  has  already  plant- ! 
ed  its  stake  in  European  soil.  Foreign 
investment  in  the  EC  totaled  $73  bil- 
lion in  1990  alone.  As  of  March  1991, 
the  Japanese  had  cumulatively  invest- 
ed $42  billion  in  the  EC,  while  US 
investments  had  topped  $164  billion. 

Vittorio  Cassoni,  group  managing 
director  of  the  Olivetti  Group,  points  , 
out  that  "Companies  from  the  US  ' 
and  Japan  are  targeting  Europe  now 
because  of  our  unified  market.  The 
relaxation  of  regulations  is  making 
market  penetration  far  easier  here 
than  in  their  home  markets. 

"Corporate  health  depends  in 
large  measure  on  the  relationship 
that  a  company  has  with  its  national 
industrial  system,"  Cassoni  insists. 
"Olivetti  is  an  Italian  company.  We 
know  what  it  means  to  be  Italian, 
and  we  have  close  relationships  with 
Italy's  social,  economic,  and  political 
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systems.  But  the  question  today  is, 
what  does  it  mean  to  be  European? 
Will  Olivetti's  association  with 
Europe  be  the  same  as  its  association 
with  Italy? 

"For  Olivetti,  Europe  is  already 
our  domestic  market.  So  we  want  a 
relationship  with  Europe  that  corre- 
sponds to  IBM's  relationship  with 
the  US." 

Even  while  EC  rules  are  still  being 
written,  Eberhard  von  Koerber, 
executive  vice  president  of  ABB  Ltd. 
and  chairman  of  the  managing  board 
of  Brown  Boveri  AG  Germany, 
urged  executives  to  look  beyond  the 
idea  of  just  winning  at  home  in 
Europe.  "The  globe  is  today's  playing 
field.  European  industry  must 
expand  worldwide — or  lose." 

Von  Koerber  advises  European 
companies  to  strengthen  their  com- 
petitive positions  by  implementing 
proactive  measures  such  as  these: 
streamlining  business  operations; 
focusing  on  quality;  strengthening 
technology;  and,  most  important, 
investing  in  people.  "International 
competition  on  European  soil  means 
people  must  have  the  opportunity  to 
become  more  innovative.  To  be  suc- 
cessful in  the  New  Europe,  people 
will  have  to  manage  intelligently,  use 
demanding  new  technologies,  work 
in  interdisciplinary  groups,  and 
make  fewer  errors,"  he  concluded. 

Reminding  the  chief  executives 
that  "Europe  is  more  than  12  coun- 
tries," Dr.  Guido  Schmidt-Chiari, 
chairman  of  the  managing  board, 
Creditanstalt-Bankverein  AG, 
expressed  his  hope  that  there  will 
soon  be  an  agreement  on  the  cre- 
ation of  a  European  Economic  Area. 
"That  certainly  would  be  an  impor- 
tant step  toward  strengthening  the 
competitive  position  of  European 
companies  worldwide."  H 


have  been  positioning  themselves  to 
compete  better  in  the  unified  market. 
"International  business  is  now  skewed 
toward  the  world's  largest  firms,"  said 
Jacques  Manardo,  chairman  of  the 
European  board  of  DRT  International. 
Data  compiled  by  DRT  reveals  that 
"companies  with  revenues  over  $1  bil- 
lion account  for  40%  of  world  sales  and 
80%  of  world  sales  produced  overseas. 
Furthermore,  companies  with  revenues 
over  $10  billion  account  for  20%-  of 
world  sales  and  60%'  of  world  sales  pro- 
duced overseas. " 

These  statistics  deliver  a  clear  mes- 
sage: Manardo  reports  that  companies 
of  every  nation  and  industry  are  now 
looking  at  mergers,  acquisitions,  and 
alliances  as  ways  to  lever  their  competi- 
tiveness, both  for  the  unified  market 
and  the  world  beyond  Europe. 

At  the  same  time,  though,  the  hyper- 
M&A  activity  of  the  1980s  has  tapered 
dramatically.  John  Connolly,  DRT's 
London  managing  partner,  attributes 
this  sharp  fallofif  to  the  recessionary 
climate  in  the  US 
and  the  UK. 
"Moreover,  at  the 
strategic  level," 
Connolly  adds, 
"analyses  show  that 
fewer  than  50% 
of  M&As  result  in 
value  creation  for 
shareholders.  And 
there  is  wide- 
spread skepticism 
about  many  of  the 
highly  leveraged 
transactions  of 
the  1980s." 

Looking  ahead, 
Connolly  expects  a  recovery  in  M&A 
activity,  a  recovery  driven  largely  by 
the  new  regulatory  environment.  "The 
EC  is  helping  to  reshape  European 
industry  so  that  we  have  companies 
robust  enough  to  win  in  the  global 
marketplace,"  he  concludes.  Sharing 
that  prognosis  is  Emmanuel 
Rodocanachi,  senior  managing  director 
of  Banque  Hottmguer.  "The  M&A  cli- 


mate in  the  1990s  will  also  be  softer," 
he  predicted.  "Mergers  will  reflect 
agreement  and  alliance  between 
firms — in  marked  contrast  to  the  hos- 
tile takeovers  of  the  last  decade. " 

Beyond  the  EC:  Looking  East 
AND  'West 

The  movement  of  Central  and  Eastern 
European  countries  to  a  market  econo- 
my presents  unparalleled  challenges  to 
companies  exploring  investment  and 
growth  opportunities  in  the  region. 
With  no  blueprints  to  follow,  business 
leaders  have  to  carefully  weigh  the 
promises  and  realities  of  doing  business 
east  of  the  EC.  The  signs  are  more  than 
promising:  Poland,  Czechoslovakia, 
and  Hungary  have  already  taken  great 
leaps  into  the  world  of  free  markets — 
including  vast  privatizations. 

Thomas  J.  Bata,  chairman  of  the 
Bata  Shoe  Organization,  was  one  of  the 
first  entrepreneurs  from  the  'West  to 
participate  in  a  joint  privatization  ven- 
ture in  the  East.  Bata  admits  personal 


"Companies  from  the 
US  and  Japan  are  target- 
ing Europe...  relaxation  of 
our  regulations  is  making 
market  penetration  far 
easier  here  than  in  their 
home  markets." 

Vitturio  Cassoni.  Group  Managing 
Director,  Olivett:  Group 


motives,  in  part,  "spurred  my  pioneer- 
ing project."  A  native  of  Czechoslovakia, 
Bata  fled  his  homeland  in  1939,  aban- 
doning a  prosperous  shoe  business 
founded  by  his  father. 

In  March  1992,  after  more  than  two 
years  of  negotiations  and  planning — 
and  a  $10  million  investment — Bata 
will  own  70%  of  his  family's  former 
shop  and  plants  in  Czechoslovakia. 
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Calling  it  "a  purchase,  not  restitution," 
Bata  listed  some  major  obstacles  that 
slowed  his  progress  in  reopening  the 
business:  "There  was  no  legislation  ior 
opening  private  shops,  my  former  prop- 
erties were  crumbling,  and  the  plant 
equipment  dated  from  the  1920s." 

Other  entrepreneurs  will  face  simi- 
larly daunting  challenges  in  Central 
and  Eastern  Europe.  "As  these  coun- 
tries move  ahead  bravely  with  econom- 
ic and  democratic  reforms,  the  need  tor 
the  international  business  community 
to  follow  in  Bata's  footsteps  is  clear," 
says  Gerhard  Randa,  deputy  chief  exec- 
utive officer  of  Bank  Austria.  "We 
must  help  integrate  these  countries 
into  the  world  economy.  Of  course, 
there  are  high  risks  involved  in  extend- 
ing fresh  money  and  new  credits.  But 
the  risks  of  not  acting  are  grave.  We  are 
investing  in  our  common  future." 

Business  expansion  to  the  United 
States  is  another  option  for  Europeans. 
It  makes  sense  that  companies  seeking 
to  shore  up  their  position  look  west  to 
the  US,  the  world's  biggest  market. 
"We  see  the  US  as  a  gold  mine,"  says 
Daniel  Piette,  group  executive  vice 
president  of  LVMH  Moet  Hennessy 
Louis  Vuitton  and  chairman  of 
Christian  Dior,  Inc.  "America  is  easy  to 
love.  That  is  a  real  danger  because  the 
reality  is  that  few  European  companies 
make  money  there." 

Investing  in  the  US  requires  a  long- 
term  commitment,  and  companies  that 
succeed  are  those  that  underwrite 
research  and  undertake  careful  prepara- 
tions. "It  takes  a  foreign  company  at 
least  five  years  to  get  established," 
warns  Piette.  "Remember,  the  US  is  a 
collection  of  50  states,  each  with  differ- 
ent laws  and  regulations.  From  a  mar- 
keting position,  business  needs  to  go 
state  by  state.  And  then,  you  must 
deliver  exactly  what  you  promise." 

Corporate  Citizenship 
Helmut  Maucher,  chairman  and  CEO 
of  Nestle  S.A.,  and  one  of  Europe's  emi- 
nent corporate  citizens,  notes  the  grow- 
ing interconnection  between  what  com- 


panies do — or  don't  do — and  the  well- 
being  of  society  at  large.  "And  we  must 
take  into  account  as  well  that  external 
events,  changes,  and  trends  have  a  far 
greater  influence  on  business  decision- 
making today  than  ever  before." 

Nowhere  is  that  seen  more  explicitly 
than  in  the  case  of  environmental 
issues.  Torvild  Aakvaag,  former  presi- 
dent and  CEO  of 
Norsk  Hydro 
A.S.,  said,  "We 
in  industry  face  a 
formidable  task 
because  we  c'a» 
develop  the  tech- 
nology the  world 
needs  to  halt  envi- 
ronmental deterio- 
ration; we  do  have 
the  solutions." 
Aakvaag  encour- 
ages industry  to 
tell  its  story:  "We 
are  often  deemed 
irresponsible.  But, 
in  fact,  many  companies  have  been 
developing  and  deploying  environmen- 
tally sound  innovations  for  some  time. " 

One  example  was  provided  by 
Helmut  Sihler,  president  and  CEO  of 
Henkel  KGaA.  His  company  invented 
an  ecologically  viable  substitute  for  the 
phosphates  in  detergents.  "We  reduced 
the  flow  of  phosphates  into  Germany's 
environment  from  250,000  tons  to 
1,000  tons,"  Sihler  said.  And  there  is 
another  payoff:  "The  substitute  signifi- 
cantly improved  our  market  share.  " 

Shell  UK  is  a  leader  of  current 
British  business  efforts  to  ally  with 
government  in  setting  environmental 
standards  for  all  industries.  John 
Collins,  chairman  and  chief  executive 
of  Shell  UK,  says,  "Ideally,  the  stan- 
dards should  be  global,  but  the  very 
least  we  should  aim  for  is  European 
standards."  Collins  stresses  that  business 
leaders  "must  produce  action  plans  to 
lift  standards,  and  measure  performance 
as  a  spur  to  delivering  those  plans." 

Silvia  Pariente-David,  managing 
director,  DRI/McGraw-Hill,  spoke  for 


many  delegates  at  the  Vienna 
Roundtable  when  she  concluded,  "It 
isn't  enough  to  comply  on  the  environ 
ment  today.  Business  must  lead." 

Into  the  Future 

While  speaking  of  Czechoslovakia's 
readiness  to  renew  itself  economically 
and  politically,  "Vaclav  Klaus,  Ministei 


"To  manage  in  a  fast- 
shifting  environment... 
we  must  be  flexible,  lead 
employees  in  an  open, 
personal  manner... 
listen  to  employees  and 
customers." 

John  P.  Clancey.  President  and  CEO 
of  Sea-Land  Service.  Inc. 


of  Finance  of  the  Czech  and  Slovak 
Federal  Republic,  cited  these  four  uni- 
versally applicable  preconditions  for 
transformation:  "You  must  have  a 
galvanizing  vision;  you  must  have  a 
flexible,  pragmatic  strategy;  you  must 
create  social  and  political  consensus; 
and,  finally,  you  must  begin. " 

Klaus'  prescription  for  national 
renewal  could  as  easily  be  a  classic 
recipe  for  corporate  transformation. 
And  surely  the  injunction  to  begin  is 
the  telling  ingredient.  It  is  the  point 
when  business  leadership  moves 
beyond  the  crafting  of  the  vision  and 
the  strategy  and  begins  to  live  the 
values  and  deliver  the  results.  It  is  the 
beginning  of  the  future.  H 


Barbara  H.  Peters  and  James  Peters  are 
New  York-based  business  writers  who 
specialize  in  corporate  coinni/niications. 
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Ivania  Public  Welfare  Dept.  similar  to 
jrced  County's.  And  surviving  artifi- 
1-inlelligence  software  startups  are 
•ning  to  applied  intelligence,  too.  Palo 
to  (Calif. )-based  Neuron  Data  Inc.  is 
J  leading  supplier  of  expert  systems 
•  personal  computers.  And  Inference 
rp.  of  El  Segundo,  Calif.,  supplied 
owledge  software  and  consulting  ser- 
es to  American  Airlines'  Moca  system 
1  the  NYNEX  Max  project, 
rhe  next  thing  in  applied  intelligence. 


the  experts  say,  is  finding  ways  to  use 
many  different  programming  techniques 
at  once.  Some  problems  may  not  be  solv- 
able by  a  neural  network,  expert  system, 
or  case-based  reasoning  program,  but 
might  be  tackled  by  a  combination. 

But  even  those  leading  the  applied- 
intelligence  charge  are  leery  of  oversell- 
ing it  and  repeating  the  mistakes  of  the 
past.  The  notion  of  "artificial  intelligence 
was  extremely  grandiose,"  says  Robert 
Hecht-Nielsen,  chairman  of  HNC  Inc.,  a 


maker  of  neural-network  software  in 
San  Diego.  This  time  around,  the  empha- 
sis is  on  achieving  reasonable  goals — 
tackling  real-world  applications,  not 
making  science  fiction  come  to  life. 
Sounds  like  an  intelligent  approach. 

By  Evan  I.  Schwartz  in  New  York,  with 
Jnmcs  B.  Treece  in  Ypsilavti,  Mich.,  and 
bureau  reports 
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THE  FATHER  OF  Al  SAYS  HIS  CHILD  HAS  GONE  ASTRAY 


M 


arvin  L.  Minsky,  one  of  the 
patriarchs  of  artificial  intelli- 
gence, is  in  a  feisty  mood.  The 
lan  who  co-organized  the  1956  confer- 
ice  that  launched  the  quest  for  artifi- 
al  intelligence  and  set  off  a  search 
)r  the  holy  grail  of  "thinking"  com- 
pters now  sits  on  a  couch  in  his 
rookline  (Mass.)  living  room  and  chas- 
ses  those  who  would  reduce  his  grand 
sion  to  a  series  of  equations  that 
)lve  a  simple  problem. 
The  idea  of  software  that  repli- 
ites  human  thinking  still  burns 
rightly  in  Minsky's  brain.  But 
regress  toward  his  goal  has 
ov/ed,  he  says,  because  Al  "was 
iken  over  by  people  who  tried  to 
5  too  formal  and  mathematical 
30Ut  it." 

Minsky,  64,  has  been  frustrat- 
\  about  the  course  of  artificial 
itelligence  for  years.  At  Massa- 
lusetts  Institute  of  Technol- 
yy's  Artificial  Intelligence  Lab- 
ratory,  which  he  co-founded 
ith  fellow  Al  patriarch  John  Mc- 
arthy  in  1958,  Minsky  worked 
)  understand  how  humans  learn, 
he  laboratory  came  up  with 
isp,  for  list  processing,  the  first 
rogramming  language  in  the 
eld.  But  a  series  of  startups 
lat  tried  to  commercialize  it 
^entually  failed  because  the  lan- 
uage  was  too  cumbersome. 

In  1969,  alarmed  at  the  tilt  by 
ther  researchers  to  neural-network 
!chnology,  Minsky  co-authored  a  book 
illed  Perceptrons,  debunking  the  idea 
lat  software  could  actually  simulate 
le  function  of  human  neurons.  His 
ifluence  was  still  so  great  that  almost 
vernight,  funding  for  neural-network 
rejects  dried  up — an  outcome  Minsky 
iys  he  never  intended. 
HUD'S  PLAY.  Neural  networks  aren't 
is  only  pet  peeve.  Minsky  has  been 
peaking  out  against  just  the  type  of 
slatively  simple  systems  that  fall  un- 


der the  heading  of  applied  intelligence. 
"We  have  lots  of  expert  systems  that 
do  specialized  things,  but  there  isn't 
any  machine  that  understands  the 
things  a  6-year-old  knows,"  Minsky 
says.  For  instance,  most  of  today's  in- 
telligent software  doesn't  know  what 
any  child  does — that  you  can  pull  a 
string  but  can't  push  one,  for  instance. 

In  answer  to  a  narrowing  concept  of 
intelligent  software,  Minsky  in  1986 


put  forth  an  overarching  theory  of  in- 
telligence. Presented  in  his  book  The 
Society  of  Mind,  his  theories  cover  ev- 
erything from  how  language  arises  to 
his  argument  that  machines  need  not 
operate  purely  on  logic  to  have  reason- 
ing. The  core  idea  is  that  intelligence 
involves  the  interactions  of  a  series  of 
otherwise  "dumb"  programs — like  the 
one  that  lets  you  breathe  without 
thinking  about  it. 

But  these  days  there  are  few  re- 
searchers paying  any  mind  to  Minsky. 


In  the  past,  graduate  students  flocked 
to  the  A I  pioneer,  elaborating  on  and 
trying  to  implement  his  ideas.  Two  ex- 
amples are  Danny  Hillis,  founder  of 
Thinking  Machines  Corp.,  a  maker  of 
supercomputers,  and  Raymond  Kurz- 
weil,  founder  of  three  Al  companies, 
including  speech-recognition  software 
maker  Kurzweil  Applied  Intelligence 
Inc.  Kurzweil  began  corresponding 
with  Minsky  in  the  1960s,  when  he  was 
a  Queens  (N.  Y.)  high  school  stu- 
dent. Now,  he  thinks  of  The  Soci- 
ety of  Mind  as  just  a  "philosophi- 
cal poem." 

TINKER  TOYS.  Meanwhile,  the  Al 
research  community  has  taken 
up  neural  networks  and  other 
ideas  Minsky  opposed.  Yet 
Minsky  retains  his  childlike  exu- 
berance. Besides  a  mess  of  pa- 
pers, his  living  room  is  crowded 
with  two  pianos  and  dozens  of 
odd  gadgets,  such  as  lamps  that 
are  turned  on  by  the  sound  of 
clapping  but  keep  flickering  off, 
inexplicably.  Roger  C.  Schank,  a 
Northwestern  University  Al  re- 
searcher, makes  fun  of  his  long- 
time associate's  gadgets.  "Once 
[those  lamps]  are  fixed,"  Schank 
says,  "there's  no  possibility  he 
would  ever  use  them." 

That's  perhaps  the  main  criti- 
cism of  Minsky:  He's  far  more 
interested  in  the  ideas  and  theo- 
ries of  technologies  than  getting 
the  stuff  to  work  right.  To  this  day,  he 
has  never  been  very  specific  about  how 
his  Society  of  Mind  theory  might 
work.  Says  William  R.  Swartout,  a  di- 
rector at  the  University  of  Southern 
California's  Information  Sciences  Insti- 
tute: "Marvin  feels  [his  latest  theory] 
is  very  specific,  but  in  areas,  it  is  still  a 
little  vague."  On  the  other  hand,  it's 
often  grand  but  vague  ideas  that  lead 
— eventually — to  real  breakthroughs. 
By  Gary  McWiltiams  in  Brooktine, 

Mass. 
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LAWMAKING! 


WANTED:  A  NEW  SET  OF  LAWS. 
WESTERN  HELP  WELCOME 


The  former  Soviet  states  scramble  for  an  end  to  legal  chaos 


When  Russian  President  Boris 
Yeltsin  issued  a  far-reaciiing 
decree  to  liberalize  foreign 
trade  last  fall,  he  sent  Western  compa- 
nies into  a  tizzy.  The  decree  banned  the 
sale  of  goods  for  hard  currency  in  Rus- 
sia starting  in  1992,  adding  another  layer 
to  the  rules  governing  joint  ventures. 
The  phones  of  Western  and  Russian  law- 
yers began  ringing  off  the  hook.  Says 
Alexander  Minakov,  a  Russian  lawyer 
whose  clients  include  Benetton  Group: 
"These  days,  there  are  no  definite  an- 
swers. We  have  to  act  like  witch- 
es and  predict  the  future." 

Such  uncertainty  is  sure  to  get 
worse.  As  the  free  market  strug-  ] 
gles  to  its  feet  in  the  former  Sovi- 
et Union,  the  republics,  led  by 
Russia,  are  scrambling  to  pass 
laws  that  will  support  it.  At  the 
same  time,  Western  legal  experts 
are  rushing  over  to  grab  a  toehold 
in  the  two-month-old  Common- 
wealth of  Independent  States  by 
offering  up  their  law-writing  ser- 
vices, often  free  of  charge.  Despite 
the  help,  which  is  both  necessary 
and  problematic,  there's  no  master 
lawmaking  strategy  in  sight.  Slap- 
dash decrees  collide  with  old  Soviet 
statutes.  And  a  persistent  habit  of 
leaving  out  the  details  makes  many 
laws  impossible  to  enforce.  "They're 
a  set  of  slogans,"  says  Russian  econ- 
omist Abel  Aganbegyan,  "when  what 
we  need  are  dry,  lucid  laws." 

The  legal  void  worsens  the  risky  in- 
vestment climate.  Westerners  have  been 
hankering  for  a  nice,  dull  law  spelling 
out  their  ownership  rights.  "They  want 
a  clear  definition  of  property  rights," 
says  Alexander  Papachristou,  an  attor- 
ney with  the  Moscow  office  of  White  & 
Case,  a  New  York-based  law  firm. 
DEARTH  OF  JUDGES.  The  legal  problems 
are  hardly  news  in  the  Commonwealth, 
where  legislators  were  once  picked  for 
their  willingness  to  rubber-stamp  the  Po- 
litburo's rules.  Few  parliamentarians  are 
lawyers.  Indeed,  lawyers  are  thin  on  the 
ground.  Moscow  has  just  1,500  practic- 
ing attorneys,  compared  with  61,000  law- 
yers in  New  York  City.  And  after  74 
years  of  communism,  hardly  anyone  re- 


members pre-Revolution  commercial 
law.  That  includes  judges,  who  also  are 
in  short  supply.  To  top  it  off,  people 
disregard  the  laws  that  do  exist. 

Some  law  reforms  were  already  tak- 
ing shape  under  perestroika.  Then  came 
last  summer's  coup  and  the  Soviet 
Union's  breakup,  bringing  an  urgent 
need  for  laws  at  the  republican  level. 
"Right  now,"  says  Minakov,  "I'd  say  we 
have  only  107'  to  157<  of  what  we  need." 

These  days,  drafts  and  decrees  are 
flying  off  the  printing  presses.  Under 


consultant  on  foreign  investmentlavs 
At  their  best,  Western  advisers  sW  i 
the  background,  commenting  on  (  ift 
and  suggesting  model  legislation  3i 
more  legal  advisers  are  rushing 
And  institutions  such  as  the  Eur  sa 
Bank  for  Reconstruction  &  Develof 
(EBRD)  worry  that  the  lawyers  coul 
to  the  chaos  by  offering  sporadic 
or  by  overreaching. 

Some  advisers  are  criticized  for  t| 
to  make  the  laws  come  out  to  the 
vantage.  The  Russian  Petroleum 
lation  Project  is  a  joint  venture  o 
University  of  Houston  Law  Cente: 
the  Russian  Republic.  Big  Oil  is  fi 
ing  about  half  of  the  $1  million  proj 
help  draft  Russian  law  on  access  ti 
derground  resources,  including  oil. 
CRUDE  QUEST?  The  project  is  raising 
brows.  "It  could  be  seen  like  a  fo) 
just  guarding,  but  building,  the  ch 
house,"  says  Irina  Savelyeva,  a 
attorney.  But  law  center  Dean  Robe 
Knauss  denies  that  his  school  is  in 


Russia's  proposed  new  criminal  code,  of- 
fenses such  as  "entrepreneurialism" 
have  been  blotted  out  in  favor  of  such 
capitalist-type  crimes  as  fraudulent 
trademarks.  Meanwhile,  legislators  are 
racing  to  get  commercial  laws  into  place. 

Despite  a  Russian  legal  tradition 
based  on  European  law,  the  drafts  show 
strong  American  influences.  Common- 
wealth law  professors  speak  glowing- 
ly— and  knowingly — about  the  Sherman 
Antitrust  Act.  But  there  are  other  influ- 
ences. A  securities  law  that  has  just  sur- 
faced in  Russia  is  largely  the  work  of  a 
joint  Russian-American  law-writing  proj- 
ect founded  in  1990  and  headed  by  Mil- 
bank,  Tweed,  Hadley,  &  McCloy,  a  New 
York  law  firm.  Another  New  York  law 
firm,  Cleary,  Gottlieb,  Steen  &  Hamil- 
ton, is  now  the  Russian  government's 


lo  llie  oil  guuils.  Tiie  lUissian  autl 
ties,  he  says,  asked  the  project  "to  ] 
vide  legislation  that  would  conserve 
ergy,  protect  the  environment,  and 
attractive  to  foreign  investors." 

With  no  time  to  build  their  own  c 
merical  law  system.  Commonwealth 
makers  have  no  choice  but  tc  rely  on 


West  for  advice.  To  track  this  West  'iwnrlj 


aid,  the  EBRD  announced  a  program 
Feb.  11  to  set  up  electronic  data  ba 
listing  Western  projects  and  circulat 
drafts  of  laws.  That  should  cut  down 
some  of  the  legal  chaos.  But  the  hard 
part  may  come  after  a  new  legal  syst 
has  been  set  up.  That's  when  lawmak 
must  persuade  citizens,  enterprises,  i 
bureacrats  that  the  new  set  of  econoi 
laws  aren't  made  to  be  broken. 

By  Deborah  Stead  in  Mosc 


■It 
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NowYdu  Can  Pick  Winning  Software 

WITHOUT  CONSUUING  THE  BOARD. 


Bettiiig  on  one  hardware  or  software  product  is  risky  enougli. 
ut  jjicking  a  winning  combination  is  a  nuUion-to-one  shot. 

Oracle  can  put  the  odds  in  your  favor.  Our  open  family  of 
ortable  software  not  only  works  with  other  vendors'  products, 
runs  across  viitually  all  computers,  operating  systems, 
etworks  and  user  interfaces.  Making  any  present  or  future 
ombination  a  winning  one. 

The  Oracle  family  includes  distributed  databases,  system 
evelopment  tools,  office  information  systems  and  business 
pplications.  They're  fully  backed  by  the  world's  tlurd  largest 


independent  software  vendor  with  worldwide  education, 
consulting  and  support  services.  As  well  as  an  extensive 
network  of  vendor  alliances.  All  of  wliich  can  help  you  turn  an 
impossible  decision  into  a  sure  thing. 

So  before  you  risk  nuUions  on  a  million-to-one-shot,  here's  a 
winning  tip:  our  toll  free  phone  number  is  1-800-633-1061  Ext. 
8373.  Now  it's  your  call. 

ORACLE 

Software  for  people  who  can't  predict  the  future. 


1992  Drarlp  Corporation  ORACLE  is  a  registered  trademark  of  Oracle  Corporation  Other  trade  names  relerenred  are  the  trademark  of  the  respective  manufacturer  Odds  depicted  are  for  Illustration  purposes  only  and  are 
not  intended  as  an  opinion  or  prediction  Call  for  hardware  and  .software  requiremenl.s  Out.side  the  USA  Ixit  withm  North  Amenca,  call  1-800-6(58-8925  for  product,  service,  and  seminar  information 
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Investing 


REAL  ESTATE  NEEDN'T  BE  SCARY 
IF  YOU  FIND  THE  RIGHT  REIT 


t 


e: 


mpty  office  buildings, 
sinking  home  prices — 
real  estate  is  the  leper 
of  the  investment  world, 
right?  Well,  you  can  still  get 
respectable  returns  on  proper- 
ty by  putting  money  in  real 
estate  investment  trusts. 
F{KlTs,  which  are  companies 
that  own  buildings  or  mort- 
gages, issue  publicly  traded 
stock.  And  those  issues  out- 
stripped the  Standard  & 
Poor's  500-stock  index  in  1991 
with  a  total  return  (capital  ap- 
preciation plus  reinvested  divi- 
dends) of  35.67',  vs.  the  s&P 
.500's  30.57-. 

Trouble  is,  REITs  are  a 
mixed  bag,  so  you  have  to  be 
careful  about  which  one  you 
choose.  Last  year  was  the 
first  time  REITs  topped  the 
S&P  500  since  1986  (chart). 
And  because  of  the  excesses 


of  the  1980s,  real  estate  has 
some  rocky  times  ahead. 

The  chief  benefit  of  REITs  is 
that  they're  highly  liquid: 
They're  traded  on  exchanges 
like  any  other  stock.  Also, 
they  are  managed  by  pros 
who  aim  to  assemble  a  large 
portfolio  of  profitable  hold- 
ings. Most  of  the  nation's  200 
REITs,  with  $43  billion  in  as- 
sets, shy  away  from  specula- 
tive ventures — a  blessing  in 
today's  market.  That's  atone- 
ment for  their  high-flying 
ways  of  the  mid-1970s,  when 
many  got  burned.  The  result 
is  that,  overall,  REITs  should 
continue  to  do  well. 

Today's  REITs  are  often  su- 
perior to  the  other  two  forms 
of  property  investing — indi- 
vidual ownership  and  real  es- 
tate limited  partnerships.  If 
you  alone  own  an  office  build- 


ing, good  luck  trying  to  un- 
load it  in  this  lousy  market. 
Managing  the  place  and  get- 
ting tenants  are  hassles,  too. 
The  advantage  of  the  partner- 
ships vanished  in  the  1986  tax 
reform:  You  no  longer  get  a 
tax   break   for  vour  losses. 


Chastened  by  the 
70s,  today's  REITs 
avoid  risky  ventures 


And  since  many  partnerships 
invested  in  risky  properties,  a 
lot  are  underwater  or  are  be- 
ing snapped  up  by  larger  enti- 
ties in  roll-up  plans  that  pay 
investors  a  pittance. 

REITs  have  varying  invest- 
ment specialties.  Thus,  it  pays 


to  know  how  different  tg 
ments  of  the  real  estate  Ir 
ket  are  faring.  Some  REIT;  h 
cus  on  a  specific  type  ol 
property,  such  as  wareho  es 
or  shopping  centers,  and  s  le 
concentrate  their  holding  in 
one  region.  "You're  wise  t  3t 
careful  about  a  REIT  that 
holdings  all  over  the  pla 
says  Catherine  Creswell, 
analyst  at  Alex.  Brown  fe 
Sons.  "No  one  can  know  n  il 
outlets  in  Baltimore  d- 
apartments  on  the  ^\  it 
Coast."  Creswell  says  ot 
signs  of  a  good  REIT 
whether  management  does  s 
own  leasing  and  maintena  e 
and  whether  its  debt  is  s 
than  half  of  asset  value. 

Another  distinction  is 
tween  so-called  equity  RE 
which  own  buildings  outrij 
and  mortgage  REITs,  wl 
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d  property  loans.  "Hy- 
is,"  about  10%  of  all  REITs, 
both.  Equity  REITs  per- 
med better  in  1991  (up 
7%)  than  the  mortgage 
d  (up  31.8%),  whose  under- 
ig  loans  suffered  from  re- 
incings,  a  problem  that 
I  continue  into  this  year, 
dining  interest  rates 
mpt  borrowers  to  pay  off 
.  higher-rate  loans,  depriv- 
these  REITs  of  fat  yields. 
THE  MOVE.  What's  really 
in  the  world  of  REITs? 
ilth  care.  Hospitals  and 
sing  homes  are  doing  very 
1,  thanks  to  the  aging  of 
population.  Nationwide 
alth  Properties,  for  in- 
[ice,  has  seen  its  stock 
ip  90%,  to  $27  a  share, 
K  January,  1990,  when  the 
3.  real  estate  downturn 
t  got  under  way.  No  won- 
.  Now  boasting  112  facili- 
coast  to  coast,  Nation- 
e's  net  income  has  moved 
smartly  (table), 
'he  apartment  market  is 
ither  winner,  particularly 
trowing  areas  of  the  coun- 
since  apartments  are  the 
,al  abodes  of  young  people 
[Ti  elsewhere.  United  Do- 
lion  Realty  Trust  has  rid- 
that  trend  by  concentrat- 
on  multifamily  housing  in 
Southeast. 

hopping-center  plays  are  a 
riskier,  since  they  hinge  on 
economic  recovery.  Consid- 
Federal  Realty  Investment 
ist,  which  concentrates  on 
lil  outlets  in  the  mid-Atlan- 
states,  a  region  devastated 

the  recession.  Although 
enues  are  down  lately,  an- 
5ts  expect  a  strong  post- 
ession  surge  because  Fed- 
I's  shopping  centers  are 
3tly  in  built-up  areas  with 
6  chance  of  new  competi- 
1  coming  in.  In  anticipation 
that  happy  day,  the  stock 

edged  up  from  17  Va  in 
kfember  to  21  now. 
I  longtime  standout  is  New 
n  Realty  Trust,  the  largest 
T,  recently  topping  $1  bil- 
1  in  assets.  New  Plan, 
ose  stock  has  risen  35%-  in 

past  two  years,  likes  old, 
ll-established  shopping  cen- 
5  on  the  East  Coast  and  in 

Midwest.  The  virtue  of 
ise  centers  is  their  low 
tals,  about  a  third  of  those 


in  regional  malls.  That  makes 
keeping  tenants  and  attract- 
ing replacements  easier.  "In 
bad  times,  $5  a  square  foot  is 
a  good  rent,"  says  William 
Newman,  New  Plan's  chief 
executive  officer.  The  biggest 
criticism  of  New  Plan  is  that 
it  has  not  been  bold  in  buying 
new  properties  with  its  $275 
million  cash  hoard — at  a  time 
when  bargains  abound. 


fice  and  condo  market  in  a  big 
way  in  the  1980s  and  is  pay- 
ing for  it  today.  Says  Myron 
Ginsburg,  BRT's  treasurer: 
"We're  spending  all  our  time 
foreclosing  on  mortgages." 

One  once-popular  trust  in 
disrepute  is  the  finite-life 
REIT,  whose  heyday  was  the 
mid-1980s,  when  real  estate 
prices  seemed  destined  for 
never-ending  growth.  The  al- 


REITs  STAGE  A  COMEBACK 


▲  PERCENT 

OAIA:  NAIIONAt  ASSOCIATION  OF  HAL  ESTATE 
INVESTMENT  TRUSTS,  STANDARD  8  POOR'S  CORP 


'90  •91 
■UPITAL  APPRECIATION  PIUS  REINVESTED  DIVIDENDS 


THE  LEADERS... 

Explanation 

Stock  performance* 

NATIONWIDE  HEALTH  PROPERTIES 

90% 

Focuses  on  sizzling  nursing-home  market 

NEW  PLAN 

35 

It  has  well-located,  fully  leased  shopping  centers 

UNITED  DOMINION 

Owns  apartment  buildings  in  the  growing  Southeast, 
where  tenant  demand  is  high 

...AND  THE  LAGGARDS 


23 


FIRST  UNION 

-47% 

Heavily  invested  in  retail  and  office  buildings. 

which  are  hit  hard  by  recession 

HOTEL  INVESTORS 

-71 

Its  industry  is  suffering  from  room  vacancies 

because  of  1980s  hotel  overbuilding 

SIERRA  84 

-84 

Trust  structure  requires  it  to  sell  its  buildings  soon 

even  though  market  is  depressed 

•Price  change.  Jon  1,  1990,toFeb.  1,  1992       DATA.  BRIDGE  INFORMATION  SYSTEMS  INC..  BW 


REITS  suffering  difficulties 
have  invested  in  condomini- 
ums, offices,  and  hotels — all 
of  which  were  overbuilt  in  the 
1980s  and  have  huge  troubles 
now.  That's  the  case  with  Ho- 
tel Investors  Trust.  This  REIT 
posted  an  operating  loss  of 
30(t  a  share  in  its  third  quar- 
ter, and  the  stock  has 
swooned.  BRT  Realty  Trust 
went  into  the  New  York  of- 


lure  of  these  REITs  was  that 
they  are  obliged  to  sell  off 
their  buildings  in  eight  years 
or  so,  giving  investors  a  big 
gain.  But  the  market  of  the 
early  1990s  hasn't  been  recep- 
tive. Sierra  Real  Estate  Eciui- 
ty  Trust  '84,  which  closed  in 
1985,  faces  a  possibly  grim  ex- 
perience selling  its  six  indus- 
trial properties  and  one  shop- 
ping center.  To  escape.  Sierra 


'84  is  considering  shifting  to  a 
less-restrictive  REIT  setup. 

The  worst  is  probably 
ahead  for  mortgage  REITs,  es- 
pecially for  the  many  trusts 
that  are  heavily  invested  in 
collateralized  mortgage  obli- 
gations (CMOS).  The  massive 
refinancings  of  late  are  hav- 
ing a  delayed  reaction  on 
CMOS,  which  are  bonds  based 
on  pools  of  hundreds  of  resi- 
dential mortgages.  Because 
refinancings  take  time  to  pro- 
cess, significant  numbers  of 
bonds  won't  be  affected  much 
before  early  spring.  Then,  the 
REITs  will  get  their  principal 
returned,  which  means  they'll 
have  to  reinvest  at  currently 
less-opulent  rates. 
'UNCHARTED  TERRITORY.'  Since 
CMOS  were  only  invented  in 
the  mid-1980s.  Wall  Street  has 
no  idea  how  they'll  weather 
the  new  low  rates.  "This  is 
uncharted  territory,"  says  an- 
alyst Elaine  Derso  of  Pruden- 
tial Securities.  Whatever  the 
severity  of  the  next  few 
months  for  CMOS,  the  lush 
days  are  certainly  over  for 
major  CMO  holders  such  as 
Asset  Investors.  In  two  years, 
the  stock  doubled  in  price,  to 
16 V2  by  November.  But  since 
then,  the  market  has  dragged 
it  down  to  12  because  of  refi- 
nancing worries.  The  compa- 
ny doesn't  dispute  analysts' 
predictions  that  Asset  Inves- 
tors will  end  up  cutting  its 
$2.70  yearly  dividend  to  $2. 

Bear  in  mind,  however,  that 
REIT  rebounds  can  come  soon- 
er than  you  might  expect. 
Present  dilemmas  may  mask 
underlying  strengths.  Consid- 
er Dial  REIT,  an  owner  of 
shopping  malls  in  the  Mid- 
west. Despite  the  recession, 
its  stores  were  95%  leased  in 
late  1990.  Then,  it  had  to  emp- 
ty 4  of  its  20  centers  for  reno- 
vations. The  result:  Earnings 
are  down,  the  dividend  was 
cut,  and  the  stock  has  skid- 
ded. But  to  Bruce  Garrison, 
president  of  Garrison  Broth- 
ers, a  Houston  investment 
bank  specializing  in  REITs, 
these  woes  are  temporary. 
"Once  the  renovations  get  out 
of  the  pipeline,  they'll  be 
0.  K.,"  he  says.  After  all,  in 
real  estate,  what  goes  down  is 
likely  to  go  up  again  some- 
day. Larry  Light 
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WANNA  SOLVE 
A  MURDER? 
TAKE  A  CRUISE 


For  some  cruise  lines,  it's 
not  enough  just  to  offer 
passengers  a  generic 
week  of  fun  in  the  sun,  all 
you  can  eat,  and  shopping  till 
you  drop.  Now,  they're  selling 
themes  as  well.  So  bagpipe 
players  can  convene  on  the 
Cunard  Countess  in  May  for  a 
Scottish  festival.  Amateur 
sleuths  can  test  their  powers 
of  deduction  during  murder- 
mystery  cruises  aboard  Cun- 
ard's  Queen  Elizabeth  2  this 
spring  and  summer.  And  cho- 
coholics can  gorge  on  samples 
from  20  manufacturers  dur- 
ing the  Costa  Classica's  Octo- 
ber chocolate  fantasy  outing. 

Theme  holidays  help  cruise 
lines  fill  ships  during  less-pop- 
ular months.  They  also  enable 


passengers  to  take  advantage 
of  off-season  rates  and 
group  discounts.  The 
chocolate  cruise  in  * 
the  Caribbean, 
which  includes  a 
"bon  bon"  voy- 
age   party  and 
year's  subscription 
to  Chocolatier  maga- 
zine,  starts  at  $1,385 
per  person — $400  off  the 
regular  price. 

With      so  many 
cruises    to  choose 
from,  themes  "help 
the  first-time  cruiser 
make  a  decision  be- 
cause there's  a  fo- 
cus," says  Jo  Kling, 
principal  of  cruise  spe- 
cialists Landry  &  Kling, 
which    conceived  the 
chocolate  and  Scottish 
events.  A  shared  inter- 
est also  makes  it  easier  ^>-- 
to  meet  other  passengers. 

In  addition  to  developing 
ideas  for  its  own  clients,  the 
company  has  compiled  a  list 
of  70  theme  cruises.  The  list 
(800  223-2026)  is  a  handy 


guide  for  cruisers 
with  special  interests. 
For  example,  smokers  trying 
to  quit  might  like  the  Dol- 
phin's smoke-free  cruise,  coin- 
ciding with  the  Great  Ameri- 
can Smokeout  in  November. 
There  are  also  ecology 


tours,  jazz  and  big' 
cruises,  film  festivalsia 
comedy  weeks.  Norw  ^ 
Cruise  Lines  (800  327-|^ 
one  of  the  biggest 
theme  business,  is  of  i 
a  Universal  Studios 
in  August,  featuring 
tumed  characters 
stunts  from  the  i 
company's  films, 
afraid  of  turnin 
deck  potatoes  c: 
sport  weeks, 
coaching   by  pJ 
sional  athletes. 

Cunard  (800 
4770)  lets  pa 
gers  meet 
known  actors 
musicians  di 
Theater  at  Set 
^  Music  at  Sea  cr 
aboard  the  Vista 
and  Sagafjord  i 
Cunard  also  sponsors  a 
der-mystery  event  aboan 
QE2  on  trips  between 
York  and  Southampton 
gland.  It  helps  pass  the 
during  those  long  hou 
sea.  Gail  DeGi 


The  Internal  Revenue  Ser- 
vice's recent  decision  to 
drop  a  challenge  to  Liquid 
Yield  Option  Notes  removed 
any  threat  to  this  hybrid  in- 
vestment vehicle.  LYONS  are 
now  more  popular  than 
ever — but  are  they  a  good 
deal  for  investors? 

Invented  by  Merrill  Lynch 
in  1985,  LYONS  represent  a 
cross  between  zero-coupon 
and  convertible  bonds.  Like 
zeros,  LYONS  sell  at  a  deep 
discount  to  their  $1,000  face 
value  and  make  a  onetime, 
lump-sum  interest  payment 
at  maturity — usually  in  15  or 
20  years.  Current  yields  to 
maturity  average  7.47%. 

But  like  convertible  bonds, 
LYONS  can  be  ex- 
changed for  a  fixed 
amount  of  the  is- 
suing company's 
stock.  So  investors 
can  profit  from  a 
rise  in  share  price. 
And  if  the  stock 
drops,  you  still 
make  money  by 
holding  on  to  the 
bond  and  collecting 
the  principal  and  in- 


Smart  Money 

LEARNING  TO  READ 
BETWEEN  THE  LYONs 


terest  at  maturity.  You  can 
also  cash  in  a  LYON  for  a  pre- 
set value  at  "put"  dates  ev- 
ery five  years  or  so — giving 
you  an  out  before  the  matu- 
rity date.  But  the  company 
can  pay  the  puts  in  stock  or 
notes  instead  of  cash. 

It's  easy  to  see  why  Walt 
Disney,  Seagram,  Marriott, 
and  others  issued  LYONs. 
They  can  pay  a  lower  rate 
than  on  regular  bonds,  in  ex- 


SOME  RECENT  LYON  ISSUES 


Company/ 

Price 

Yield  to 

initial 

Maturity 

maturity 

conversion 

premium* 

MARRIOTT/2006 

$297 

8.25% 

12.0% 

WHIRLP00L/20n 

253 

7.00 

13.5 

EASTMAN  KODAK/2011 

265 

6.75 

15,0 

RITE  AID/2006 

369 

6.75 

12.0 

CPC  INTL./2006 

412 

6.00 

16.0 

'Premium  may  rise  over  the  life  of  the  issue 

DATA  MERRILL  LYNCH  &  Co 

change  for  the  conversion 
feature.  And  they  can  write 
off  the  interest  each  year, 
even  though  they  don't  actu- 
ally pay  any  until  maturity. 
UNLIKELY  EVENT.  Whether 
LYONS  make  sense  for  inves- 
tors is  less  cidar.  LYONs  are 
"easy  to  sell  but  very  diffi- 
cult to  evaluate,"  says  John 
Markese,  research  director 
at  the  American  Association 
of  Individual  Investors. 

Although  the 
conversion  feature 
is  a  big  selling 
point,  investors 
may  never  be  able 
to  use  it,  says  Alan 
Lyons,  editor  of  fi- 
nancial newletter 
Value  Line  Con- 
vertibles. LYONS 
are  sold  at  an  initial 
premium  over  the 
common-stock 


price.  Their  value  incret 
by  the  accrued  interest  ev 
year.   But  the  number 
shares  remains  fixed.  So 
underlying  stock  has  to 
a  lot  more  than  the  rate 
the  bond  to  m.ake  a  com 
sion  worthwhile.  Lyons  c 
Sonat,  an  oil-and-gas  com 
ny  that  issued  $575  mill 
worth  of  LYONS  in  1990.  E 
LYON  sold  for  $343— a  1 
premium  over  the  bon 
conversion  value  of 
(5.77  shares  trading  at  5 
on  the  issue  date).  After  f 
years,  the  bond  would 
worth  $487  (five  years  of 
terest  at  7.25%).  But  you  s 
can  exchange  it  for  the  sa 
5.77  shares.  So  the  st( 
would  have  to  rise  more  th 
63%  to  convert  profitably 
Another  pitfall:  Compan 
can  call  their  LYONs  if  int 
est  rates  drop.  Last  ye 
Merrill  Lynch  left  investc 
in  the  lurch  by  calling  $6 
worth  of  LYONS  yielding 
due  to  mature  in  2006. 
broker  was  able  to  borrow 
lower  rates,  proving  th 
LYONS  can  bite  the  hand  th 
feeds  them.  Pam  Bla 
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Ever  Get  The  Feeling 

You're  Pciying 
For  More  ftotection 
Than  You  Need? 


That's  what  happened  to 
many  of  the  Pest  Control 
Operators  of  California. 

Their  "boiler  plate"  prop- 
erty/liability policy  had  thenn 
paying  the  same  premium  rate 
as  some  of  the  biggest  crop 
dusting  operations,  even 
though  they  didn't  have  the 
same  kinds  of  risks. 

They  came  to  us  for  a 
solution. 

■  Along  with  their  insurance 
broker,  we  rolled  up  our  sleeves, 
studied  their  industn/  and  iden- 
tified the  risk  differences  within 
the  pest  control  business.  We 


then  built  tailored  coverages, 
services  and  rates  to  fit  their 
specific  needs. 

Are  they  saving  money?  A 
lot.  Plus  we  showed  them  how 
to  avoid  risks  and  minimize 
accident  costs,  which  led  to  a 
substantial  refund  on  their  pre- 
miums at  the  end  of  the  year. 
And  now  we're  working  as  a 
team  on  their  workers  compen- 
sation insurance,  too. 

This  is  just  one  example  of 
how  our  customer-focused 
property/liability  and  workers 
compensation  plans  are  help- 
ing to  control  insurance  costs. 


For  more  examples,  call  your 
independent  agent  or  broker, 
orourCEO,  Bob  Puccinelli, 
directlyat  (415)  627-5331. 

Because  if  you're  not  careful, 
you  could  be  paying  for  risks 
you're  not  even  taking. 

Industrial 
Indemnity 

A  Crum  and  Forster  organization 

A  XEROX  Financial  Services  Company 
Home  Office:  San  Francisco 
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CEO 
DISEASE 


No  matter  where  news  broke  in  1 991 . 
Whether  it  happened  close  to  home  or  halfway 
around  the  world.  The  best  place  to  read  about 
its  impact  on  a  wide  range  of  industries  was  in 
the  pages  of  Bus  iness  Week. 

With  more  than  200  editors  in  25  bureaus,  we 
gave  our  7.3  million  worldwide  readers  global 
coverage  of  all  the  events  that  impacted  their 
businesses-while  the  news  was  still  hot.  And 
we  did  it  with  the  depth  and  tough-mindedness 
that's  made  us  the  most  widely  read  business 
magazine  among  the  world's  top  executives. 
Every  week  of  the  year. 
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A  STRONG 
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Yes,  it's  possible. 
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CONTEMPORAW. 


language  program 
to  prepare  you 

to  do  business 
with  tlie 
Japanese 

Contemporary  Business  Japanese  integrates  three 
proven  language-learning  formats  —  print,  audio, 
and  video  —  into  a  truly  easy-to-learn  course.  In 
20  stimulating  lessons,  you  will  acquire  a  complete 
foundation  in  the  Japanese  language  and  culture, 
enabling  you  to  communicate  comfortably  with 
Japanese  colleagues  both  at  home  and  in  Japan. 

You  will  develop  insights  into  Japanese  business 
procedures  and  customs,  learn  how  to  conduct  and 
participate  in  business  meetings,  and  understand 
social  situations.  Most  importantly,  you  will  gain 
a  real  sense  of  what  it's  like  to  work  and  travel  in 
Japan,  and  how  to  appropriately  host  your  Japanese 
counterparts  in  the  United  States. 

Developed  by  Japan's  prestigious  East-West  Institute 
and  NTC  Publishing  Group,  America's  foremost 
publisher  of  language-learning  materials,  this  step- 
by-step  course  immerses  you  in  essential  Japanese 
business  life  using  integrated  video,  audio,  and 
lesson-book  modules: 


i«ia 


FIVE  VIDEOCASSETTES 

Each  45-minute  videocassette  —  shot  on  location  in  Japan 
—  shows  you  the  Japanese  lifestyle  in  action.  You  can  put 
yourself  into  each  situation  and  absorb  the  subtle  body  lan- 
guage and  nuances  that  often  accompany  basic  language 
usage.  Demonstrations  of  typical  business  and  travel 
experiences  are  highlighted. 

TEN  AUDIOCASSETTES 

The  ten  70-minute  audiocassettes  reinforce  the  videos, 
target  listening  skills,  and  provide  plenty  of  practice  to  help 
you  perfect  pronunciation  and  master  basic  language  skills. 
Play  the  cassettes  again  and  again  on  a  personal  stereo 
system  or  in  your  car  until  phrasing,  pronunciation, 
and  content  become  second  nature. 

448-PAGE  COURSE  BOOK 

Each  lesson  is  accompanied  by  a  corresponding  text  script 
and  an  explanation  of  the  rules  of  grammar.  This  fully-illu- 
strated course  book  helps  you  build  your  understanding  and 
fluency,  offering  insights  into  language  fundamentals,  useful 
phrases,  and  tips  on  how  to  deal  with  everyday  life  in  Japan. 

Your  satisfaction  guaranteed  or  your  money  back , . . 
Complete  Program  (ISBN  0-8442-8405-X)  -  $695.00 


Let  Contemporary  Business  Japanese  help  you  gain  the  extra  edge  you  need  in  doing 
business  with  the  Japanese.  Available  through  selected  bookstores  or  direct  from: 


NTC  Business  Books 


a  division  of  NTC  Pnblishhifi  Group 
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4255  West  Touhy  Avenue  •  Lincolnwood,  IL  60646-1975  •  1-800-323-4900  (Ext,  539)  or  1-708-679-5500  (Ext  539) 
1 10D-CA  Fax:  708-679-2494 


Music 


ORIES  WITH 
»  STRINGS 
rTACHED 


^  mong  piano  players, 
^  the  line  used  to  be 
^  clearly  drawn.  Those 
)  considered  themselves 
ous  about  music  bought 
ustic  instruments — the 
I  seen  in  concert  halls  and 
ig  rooms.  Electronic  pi- 
5  were  for  rock  musicians, 
)eople  looking  for  a  good 
e.  They  could  perform 
its,  such  as  backing  you 
vith  a  rhythm  section.  But 
1  note  sounded  the  same, 
natter  how  hard  or  tender- 
ou  touched  a  k'l-y. 
igital  pianos  have 
iged  all  that.  On  the  mar- 
a  few  years,  these  key- 
rds  combine  the  touch, 
nd,  and  expressive 
ibilities  of  acous- 
pianos  with  the 
i-tech  tricks  of  a 
puter.  That  mar- 
ie has  made  digital 
los  among  the  hot- 
sellers  in  the  in- 
iment  market, 
ompared  with 
astic  pianos,  which 
;  from  $4,000  for  a 
ent  upright  to 
,300  for  a  baby 
nd  Steinway,  digi- 
pianos  are  attrac- 
ly  priced.  Porta- 
3,  often  with 
rtened  keyboards, 
for  as  little  as 
).  Full-sized  con- 
js    range  from 


on  a  concert  grand,  then  store 
the  sound  digitally.  Each  note 
is  recorded  many  times,  at 
varying  dynamic  levels  and 
speeds. 

When  you  play  a  digital  pi- 
ano, you  hear  the  sound  of  an 
acoustic  instrument,  digitally 
reassembled,  coming  through 


:00  to  $11,000. 

NO  TEACHER.  Digi- 

pianos  create  the 
nd  of  an  acoustic 
.rument  through 
tal  sampling — the 
cess  used  to  pro- 
e  compact-disk  re- 
iings.  While  even 
best  digital  pianos 
't  match  acoustic 
nd,  produced  by 
nmers  striking 
ings,  they  come 
36.  Sound  engi- 
rs  strike  each  key 


^  le     la  !r°.  e  '.13  m-m  m  i-i 


jiijiiiAimi 

FEATURES  TO  LOOK  FOR 
ON  A  DIGITAL  PIANO 


Shifts  playing  into  different  keys. 
Helpful  for  accompanying  singers.  Available  on 
most  instruments 


Lets  piano  create  sound  of 
many  different  instruments.  Kurzweil's  top  model 
offers  100  voices,  Yamaha's,  53 


Selection  of  rhythmic  accompani- 
ments, including  rock,  boogie,  samba,  and 
waltz.  Only  on  higher-priced  instruments 


Backs  up  melo- 
dy with  bass  and  chord  patterns.  Only  on  more 
advanced  models,  including  Yamaha  CVP  series 


Reads  3.5-inch  floppy  disks.  Avail- 
able on  higher-priced  pianos,  but  sejjarate  com- 
ponents can  be  attached  to  simpler  models 


SEQ.  Digital  recorder  that  lets  you  create 

and  edit  your  own  performance.  Recording  can 
be  assembled  in  stages,  beginning  with  melody 
and  following  with  additional  layers  of  music 


stereo  speakers.  Touch  a  key 
lightly,  and  it  responds  with  a 
note  of  suitably  quiet  dynamic 
level.  Sampling  technology 
has  become  extremely  sophis- 
ticated, so  that  the  sound  pro- 
duced can  reflect  subtle 
changes  in  touch. 
The  real  excitement  of  digi- 
tal pianos  comes  from 
the  vast  array  of  soft- 
ware for  learning  to 
play  or  composing. 
Yamaha,  for  example, 
offers  "guide  lamps" 
that  let  beginners  per- 
form by  following  a 
flickering  light  above 
the  keyboard. 

Instrumental  ac- 
companiment pro- 
grams also  are  avail- 
able and  are  more 
flexible  than  the  Mu- 
sic-Minus-One tapes 
that  let  you  be  a  solo- 
ist with  orchestral  ac- 
companiment. With 
digital  software,  if 
you  can't  match  the 
orchestra's  tempo, 
you  can  slow  the 
speed  with  the  touch 
of  a  button. 

Many  pianos  also 
offer  a  sequencer, 
which  lets  you  store, 
edit,  and  play  back 
music  to  create  your 
own  composition.  And 
most  come  with  musi- 
cal instrument  digital 
interface,  or  MIDI, 
connectors,  which  let 
the  piano  communi- 
cate with  a  computer 
or  other  instruments. 


One  application  lets  you  im- 
provise a  piece  and  call  it  up 
as  a  musical  score  on  a  PC 
You  can  even  have  the  piano 
play  back  from  that  score. 

Convenience  is  a  major  sell- 
ing point.  Digital  pianos  are 
fairly  light,  averaging  150 
pounds,  as  weighed  against 
their  .500-pound  acoustic  cous- 
ins. There's  nothing  to  tune  or 
maintain.  And  all  digital  pi- 
anos can  be  played  with  head- 
phones, making  them  popular 
with  apartment  dwellers  and 
pianists  who  practice  in  the 
wee  hours. 

BELLS  AND  WHISTLES.  About  a 
dozen  companies,  including 
Korg,  Kurzweil,  and  Technics, 
sell  digital  pianos.  Yamaha, 
the  leader,  markets  most  of 
its  instruments  under  the 
name  Clavinova.  Its  four  CLP 
models,  priced  up  to  $4,700, 
offer  basic  features  such  as 
additional  instrument  voices. 
The  $3,345  CLP.560  last  year 
tied  Kurzweil's  .$3,500  Mark 
IV  for  Keyboard  magazine's 
"best  bang  for  the  buck" 
award.  Clavinova  also  mar- 
kets a  higher-end  CVP  series 
with  a  broad  range  of  options, 
including  harmonic  and  rhyth- 
mic accompaniment,  sequenc- 
ers, and  disk  drive.  Roland, 
the  No.  2  manufacturer,  of- 
fers a  simpler  HP  series  and  a 
KR  series  with  more  bells  and 
whistles. 

Acoustic  pianos  still  boast  a 
richness  and  complexity  of 
sound  that  digital  pianos  just 
can't  reproduce.  In  the  best  of 
all  worlds,  a  musician  would 
own  both.      Andrea  Rothman 


Worth  Noting 


■  POUNDS  LIGHTER.  The  Brit- 
lish  pound  is  worth  more  than 
the  dollar,  but  Radisson  ho- 
tels in  London  are  offering  a 
special  rate  through  Apr.  30. 
For  example,  rooms  priced  at 
£69.-50  cost  $64..50.  Reserva- 
tions: 800  333-3333. 

■  SUMMER  READ.  A  lavish  COf- 

fee- table  book,  A  Paradise 
Called  Pebble  Beach  (Golf  Di- 
gest Books,  $40),  will  be  in 
stores  before  the  U.  S.  Open 
begins  June  18  at  the  famed 
West  Coast  site.  It's  rich  with 
history,  celebrity  gossip,  and 
fabulous  photos. 
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***** 
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%  change 

STOCKS 
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Week 

52-week 

JONES  INDUSTRIALS 

3230  3 

-1.4 

1  1.4 

OMPANIES  (Russell  1000) 

217  2 

-2.2 

14.2 

L  COMPANIES  (Russell  2000) 

208.4 

-2  0 

340 

OMPANIES  (Russell  3000) 

232.4 

-2.2 

15  3 

%  change  (local  currency) 

SIGN  STOCKS 

Lotest 
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ON  (FINANCIAL  TIMES  100) 
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NTO  (TSE  COMPOSITE) 
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1.4 

FUNDAMENTALS 
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Week  ago         Year  ago 


90-DAY  TREASURY  BILL  YIELD 

3.95% 

3.85% 

6.1% 

30-YEAR  TREASURY  BOND  YIELD 

7.92% 

7.81% 

8.0% 

S&P  SOO  DIVIDEND  YIELD 

2.99% 

2.95% 

3.3% 

S&P  SOO  PRICE/EARNINGS  RATIO 

24.7 

25  2 

16  8 

TECHNICAL  INDICATORS 
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Week  ago 

Reading 

S&P  500  26-week  moving  average  395  3  394.2  Positive 

Stocks  above  26-week  moving  average  69.6%  71  6%  Neutral 

Speculative  sentiment:  Put/call  ratio  0  34  0.34  Neutral 

Insider  sentiment:  Vickers  sell/buy  ratio  1  79  1.62  Positive 
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-8.2 
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-8  0 
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-13.3 
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-9  5 
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% 
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U.  S. stocks 
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-1.54% 


Hi 


Ti'easury  l»onds 
$10,894 
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Money  market  fund 
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+0.07% 


Foreign  stocks 
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Gold 
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COMMON  SENSE  ON 
THE  CAMPAIGN  TRAIL 


The  untelegenic  gentleman  who  won  the  New 
Hampshire  Democratic  primary  did  so  with  a  somber 
message  for  somber  economic  times.  In  the  coming 
weeks,  as  the  campaign  progresses  and,  as  is  hkely,  the 
economy  begins  to  show  some  signs  of  hfe,  it  will  be  inter- 
esting to  see  whether  the  "Call  to  Economic  Arms"  that  for- 
mer Senator  Paul  E.  Tsongas  has  put  forward  travels  well. 

It  deserves  to.  The  long-term  problems  that  have  been 
eroding  U.  S.  competitiveness— low  savings,  low  investment, 
a  focus  on  short-term  results,  a  disappointing  educational 
system,  and  overdependence  on  foreign  energy  supplies,  to 
name  just  a  few— will  still  he  with  us  when  the  economy  be- 
gins a  cyclical  rebound.  Tsongas  may  or  may  not  be 
Pi'esidential  material.  But  we  think  he  suggests  some  worth- 
while antidotes  to  these  economic  problems.  And  what 
Tsonganomics  offers  is  far  more  comprehensive  than  George 
Bush's  one-note  call  for  a  capital-gains  tax  cut  as  America's 
economic  salvation. 

Although  Tsongas  espouses  a  liberal  social  agenda,  he 
embraces  some  positions  that  are  probusiness— indeed,  he 
prides  himself  on  doing  so.  Taxes  on  capital  gains  are  a  case 
in  point.  Tsongas  figures  the  tax  rate  should  be  cut,  but  only 
on  long-term  investments  in  Corporate  America.  As  one 
element  of  a  long-term  growth  strategy,  Tsongas'  position 
makes  sense.  Other  elements  we  like:  Put  science  and  re- 
search at  the  top  of  the  federal-fimding  agenda.  Emphasize 
early  childhood  education  programs.  Offer  technical  training 
to  noncollege-bound  students.  Raise  the  gasoline  tax. 
Introduce  new  savings  incentives.  Change  the  antitrast  laws 
to  permit  more  collaboration  and  cooperative  ventures  be- 
tween U.  S.  companies.  Some  ideas  are  more  controversial: 
Promote  nuclear  energy,  despite  its  risks,  as  a  way  to  deal 
with  the  far  greater  threat  of  global  warming.  Pursue  "eco- 
nomic loyalty,"  but  avoid  a  "mindless  Buy  America  policy." 

Above  all,  though,  Tsongas  is  making  a  plea  for  busi- 
ness, the  public  sector,  and  citizens  to  link  arms  and  make 
the  American  economy  strong  again.  Democrats  must  real- 
ize that  policies  of  wealth  creation  help  everyone.  And 
Republicans  must  recognize  that  government  does  have  a 
role  to  play  in  encouraging  certain  technologies.  What 
Tsongas  is  proposing  isn't  a  narrow  industrial  policy.  Instead, 
it's  an  ambitious  job-creation  strategy  for  the  1990s. 


NEXT,  THE  SEC  SHOULD 
ZERO  IN  ON  PROXIES 


The  Securities  &  Exchange  Commission  on  Feb.  13 
gave  shareholders  the  right  to  (juestion  executive  com- 
pensation through  proxy  resolutions.  Even  better,  it 
proposed  rules  requiring  that  pay  packages  be  disclosed  in  a 
more  meaningful  way.  These  admirable  moves  should  please 
investors— as  weli  as  ordinary  Americans— galled  by  the  es- 


calating  compensation  pocketed  by  U.  S.  corporate  ex(U- 
tives,  no  matter  their  performance.  With  one  job  well  dt  e 
the  SEC  should  now  move  on  to  another:  It  should  ref( 
the  proxy  system  to  make  managers  more  accountable! 
shareholders  and  shareholders  more  effective  owners. 

Many  executives  like  the  freedom  they  have  under 
rent  rules,  which  are  stacked  against  shareholders.  But 
freedom  has  poisoned  management-investor  relations.  An 
has  made  shareholders  impatient  with  managers,  who  c| 
sequently  shorten  their  investment  horizons  to  the  detriml 
of  the  nation's  competitiveness. 

Pi"oxy  refonn,  under  study  for  two  years,  can  help  redijis, 
this  imbalance.  For  example,  the  SEC  should  require  C(j^ 
panies  to  turn  over  shareholder  lists  to  other  sharehol 
on  a  timely  basis.  And  its  prohibition  against  communicai 
among  stockholders  who  aren't  engaged  in  a  contest 
control  isn't  necessary,  though  it  may  want  to  require  t 
to  notify  the  SEC  of  their  talks.  And  the  SEC  should 
quire— or  at  least  encourage— companies  to  institute  co! 
dential  voting  of  proxies. 

These  are  simple  changes,  hardly  likely  to  cause  a  rej^ 
lution  in  America's  boardrooms.  But  with  responsible  h- 
havior  on  both  sides,  the  reforms  could  eventually  impr 
the  relationship  between  managers  who  run  corporations  ^ 
the  investors  who  own  them. 


DON'T  PULL  THE  PLUG  ON 
ARTIFICIAL  INTELLIGENCE 


For  decades,  artificial  intelligence  has  been  a  staple 
science  fiction— from  the  Hal  comiputer  in  2001 
Space  Odyssey  to  the  Aniold  Schwarzenegger  charac 
in  Terminator  2.  Add  to  that  a  large  dollop  of  media  hj 
and  inflated  promises  by  scientists  and  entrepreneurs,  i 
you  begin  to  see  why  fantasy  left  the  reality  of  artificial 
telligence  in  the  dust. 

These  days,  a  less  ambitious  technology— call  it  "applied 
telligence"— is  emerging  as  a  major  force  in  computer  s( 
ware  (page  97).  Programmers  have  come  up  with  syste 
that,  instead  of  attempting  to  replicate  human  thinki; 
embody  human  experience  and  expertise.  Instead  of  softwi 
that  thinks,  we  have  software  that  "knows"— whether 
how  to  pick  a  stock,  detect  tax  fraud,  or  give  a  prognc 
more  reliably  than  most  human  doctors.  Applied  intt 
gence  is  simply  a  way  to  apply  human  knowledge,  via  cc 
puters,  to  real-world  problems. 

Do  signs  of  success  mean  that  U.  S.  computer  scienti 
should  abandon  their  quest  for  true  artificial  intelligence,  r 
chines  that  somehow  leam  and  reason  like  people?  Not  a  1 
On  Apr.  1,  Japan's  Ministry  of  International  Trade 
Industry  kicks  off  a  $1  billion,  10-year  research  effort  in 
tificial  intelligence.  This  is  clearly  not  the  time  for  the  U. 
to  give  up  on  research  that  could  still  yield  a  large  S- 
ward.  Universities  and  government  research  centers  coijj 
provide  the  next  breakthrough.  In  one  intriguing  examp, 
Carnegie  Mellon  University's  prototype  of  a  self-driving  (t 
(page  98),  might  ultimately  pay  off  in  a  warning  system© 
alert  drivers  of  impending  danger. 
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Fit  had  less  legroom,  a  lesser  warranty, 
and  cost  d^ousands  more,  it  could  be  a  Caciillac. 

Logic  would  seem  to  dictate  that  when  you  pay  thousands  of  dollars  more  for  a  car,  you  should  get 
a  lot  more  car.  Apparently,  in  the  case  of  the  Cadillac  Sedan  DeVille  versus  the 
Chrysler  Fifth  Avenue,  logic  does  not  apply.  Both  cars  provide  ample  room  for 
six,  air-conditioning,  automatic  transmission,  automatic  load  leveling,  stereo 
sound  system,  fully  reclining  seats,  all  as  standard  equipment.  Bc^th  offer  safety  and 
performance.  A  driver's  air  bag  is  standard  on  the  Chrysler  Fifth  Avenue,  as  is  a  powerful  tuel- 
injected,  3.3'liter  V'6.  Anti-lock  brakes  are  also  available.  Here,  however,  is  where  logic  totally 

falls  apart.  The  restyled  Chrysler  Fifth 
Avenue  costs  thousands  less,  yet 
it  has  more  rear  legroom  than 
the  largest  Cadillac.  And  it  ofiers 
a  better  warranty:  bumper-to-bumper 
protection  for  5  years  or  50,000  miles!  So  if  you're  looking  for  a  great  luxury  car,  defy  logic.  Pay 
less,  get  more.  Chrysler  Fifth  Avenue.  For  more  information,  call  1-800-4A-CHRYSLER. 

ADVANTAGE:  CHRYSLER 


A       D    I    V    I     S    I    o    r-j  OF 


SLEP  COPPORATIOrj 


'StandarJ  equipment  levels  v.in  U'tiriKim  oimpiinMin  to  C.iJilU  Hroui^hjm  +LuluJo  m-m.il  r 


.  ^et  limited  w,irf.inf\  .it  Jolei 
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►  IBM  ►FOX  ►CHRYSLER 
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slESS  WEE^ 
March  <J 


fOl  26330       09TTT8S0T  2090 

LIBRARY 


NAS    FROM  DIGITA 

©  Digital  Equipment  Corporation  1991.  The  DIGITAL  logo  is  a  trademark  of  Digiiil  I  .  t'"!'""     Corporation.  UNIX  is  a  registered  trade 


risel  is  an  international      their  massive  service  organiza- 
ler  in  distributing  com-     tion.  And  Digital  is  truly  com- 
:r  products  and  services      mitted  to  open  computing.  Their 
omputer  resellers.  But  we      membership  in  the  ACE  stan- 
y  offer  all  kinds  of  solu-     dards  initiative  proves  it. 

"Digital 
helped  make 
the  move  into 
this  market  as  easy  as  possible. 


s  to  our 
omers. 
Ta  k  e 


9rEAIIIiEllll9  IfiyVK 

INTO  UNIX  RISC. 


X?  Here  was. an  incred- 
growth  opportunity.  Our 
illers  wanted  into  the 
<et,  but  they  were  nervous, 
the  right  choice?  What  kind 
apport  will  I  get?' 
That's  when  we  turned  to 
tal.  For theirterrific  product 


With  Digital,  we  could  ofter  cus- 
tomers new  technology  that 
works  with  what  they  already 
have.  That  set  up  our  resellers 
for  success.  And  when  they 
grow,  we  grow.  " 

Digital  and  its  third  party 


advanced  RISC  technology,     suppliers,  like  Merisel,  provide 


companies  wi  th  complete 
solutions  fo  r  complex,  mu  Iti- 
vendor  environments.  With 
products  like  our  Network 
Application  Support  (NAS) 
software.  Digital  solutions 
are  designed  to  meet  today's 
needs  and  tomorrow's  de- 
mands, because  they're  based 
on  international  standards. 

To  learn  more,  write  to 
Digital  Equipment  Corporation, 
111  Powder  Mill  Road, 
MSO-1/K29,  Maynard,  MA 
01754-MI8.  Or  call  your  local 
Digital 
sales  office. 


BDIDDID 


HE   OPEN  ADVANTAGE. 


'Stem  Laboratories,  Inc.  For  information  on  bc<..miiip  ,i  r.     IIi  r  .ir  applications  provider  call  l-800-3'43--10-10  and  ask  lor  extension  PARTNIiK. 
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Chonge  from  last  week:  0. 1  % 
Change  from  lost  yeor:  3  3% 

1 967- 1 00  (four-week  moving  overage) 
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LEADING 

Change  from  lost  week;  0.4% 
Change  from  lasf  year:  -2. 1  % 
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The  production  index  advanced  slightly  in  the  week  ended  Feb  15.  On  a 
seosonolly  adjusted  bosis,  output  of  outos  was  up  sharply  while  steel,  electric  power, 
and  coal  increased  as  well  Truck,  crude-oil  refining,  lumber,  and  paper  production 
decreased  Paperboord  output  and  roil-freight  troffic  were  unchanged  from  the 
previous  week  Before  calculation  of  the  four-week  moving  average,  the  index  rose 
to  179  2,  from  a  revised  178,9  in  the  prior  week. 

BW  production  index  copyright  1992  by  McGrow-Hill  Inc 


The  leading  index  increased  slightly  for  the  week  ended  Feb.  15,  The  biggest 
positive  sign  was  sharp  improvement  in  the  growth  rare  of  materials  prices  Higher 
stock  prices  and  fewer  business  failures  helped  as  well  On  the  negative  side  were 
higher  bond  yields  and  slower  growth  in  real  estote  loans.  M2  growth  was  virtually 
unchanged.  Before  calculation  of  the  four-week  moving  overage,  the  index  increased 
to  212  3,  from  210.4  in  the  previous  week. 

Leading  Index  copyright  1  992  by  Center  for  International  Business  Cycle  Research  [ 


latest 
week 

Week 
ago 

%  Change 
year  ago 

Latest 
week 

Week 
ago 

%  Chang<|^ 
year  agcl 

STEEL  (2/221  thous  of  net  tons 

1,803 

1,758# 

5.5 

STOCK  PRICES  (2/2i)S&P500 

410.25 

414.17 

12.(' 

AUTOS  (2/221  "nils 

1 18,318 

107,635r# 

-1.3 

CORPORATE  BOND  YIELD,  Aaa  (2/2 1) 

8.33% 

8.27% 

TRUCKS  (2/22)  units 

75,798 

71,181r# 

14.7 

INDUSTRIAL  MATERIALS  PRICES  (2/2 1) 

95.8 

95.9 

-Oj. 

ELECTRIC  POWER  (2/22)  millions  of  kiiowoH-hours 

54,343 

57,695# 

-0.4 

BUSINESS  FAILURES  (2/i4) 

458 

523 

3.( 

CRUDE-OIL  REFINING  (2/22)  thous  of  bbl /day 

12,483 

12,356# 

-5  0 

REAL  ESTATE  LOANS  (2/i 2)  billions 

$404.8 

$403.7 

-1.; 

COAL  (2/15)  thous.  of  net  tons 

19,1 15# 

19,336 

-7  0 

MONEY  SUPPLY,  M2  (2/i0)  billions 

S3,445.6 

$3,443.0r 

2.£  i 

PAPERBOARD  (2/15)thous.  oflons 

815.9# 

808. 3r 

5  2 

INITIAL  CLAIMS,  UNEMPLOYMENT  (2/8)  thous 

452 

434 

-7.6  1 

PAPER  (2/15)  thous.  of  tons 

766. 0# 

767  Or 

0.1 

Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commerce  (i 
Brodstreet  [failures  of  large  companies),  Federal  Reserve  Board,  Labor 
justs  data  on  business  foilures  and  reol  estate  loans. 

idex   1980=100),  Dun  «  ! 
Dept  CIBCR  seasonally  ad  J 

LUMBER  (2/15)  millions  of  ft. 

497.5# 

516.8 

1.4 

RAIL  FREIGHT  (2/l  5)  billions  of  ton-miles 

20.8# 

210 

5.1 

Sources:  American  Iron  &  Steel  Institute,  Word  s  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA  ,  SFPA',  Association 
of  American  Railroads. 


MOHTHLY  ECONOMIC  INDICATORS 


Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (2/26) 

130 

128 

134 

GERMAN  MARK  (2/26) 

1.60 

1.64 

1.53 

BRITISH  POUND  (2/26) 

1  75 

1  75 

1.90 

FRENCH  FRANC  (2/26) 

5.61 

5  59 

5.22 

CANADIAN  DOLLAR  (2/26) 

1.18 

1.19 

1.15 

SWISS  FRANC  (2/26) 

1.50 

1,49 

1.33 

MEXICAN  PESO  (2/26) 

3,046 

3,047 

2,964 

Sources:  Ma[or  New  York  bonks  Currencies  expressed 
pound  expressed  in  dollors 

n  units  per  U  S 

dollar,  except  for  British 

PRICiS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (2/26)  $/troyoz. 

348  650 

353.200 

-3  2 

STEEL  SCRAP  (2/25)  #1  heavy,  $/ton 

89.50 

89.50 

-13  9 

FOODSTUFFS  (2/24)  index,  1967=100 

204.7 

205.3 

-0.9 

COPPER  (2/22)  C/lb. 

105  8 

104.8 

-8.8 

ALUMINUM  (2/22)  c/lb. 

596 

58.0 

-13.7 

WHEAT  (2/22)#2  hord,  $/bu. 

4  42 

4  59 

59  6 

COTTON  (2/22)  strict  low  middling  l-l/16in.,  C/lb 

50.60 

50.57 

-36  3 

Sources:  London  Wednesdoy  final  setting,  Chicago  market.  Commodity  1 
Week,  Kansas  City  market,  Memphis  morket 

eseorch  B 

jreou,  Metah 

Latest 
month 

Month 
ago 

%  Change 
yeor  ago  < 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Jan 

)  billions$l  19.6 

$1  17.8r 

1.5 

HOUSING  STARTS  (Jan  )  annual  rote,  thous 

1,167 

1,1 06r 

38.3 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Jan  )  mill 

ons  -$15,702 

-$2,432r 

NM; 

REAL  GROSS  WEEKLY  PAY  (jan ) 

$255.60 

$257.52r 

0.9 

Sources:  Commerce  Dept ,  Treasury  Dept ,  BLS 

i:!.1'hn:Vil!M[fW.]:«HHHIil^HBHl 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (2/10) 

$9266 

$921. 2r 

10.8' 

BANKS'  BUSINESS  LOANS  (2/12) 

288.2 

290.6r 

-10.9' 

FREE  RESERVES  (2/i9) 

1,110 

899r 

-30.7 

NONFINANCIAL  COMMERCIAL  PAPER  (2/12 

135.3 

135.5 

-8.5 

Sources:  Federol  Reserve  Board  (in  billions,  exce 
two-week  period  in  millions} 

Dt  for  free  reserves. 

,vhich  ore  expressed  for  a 

MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (2/25) 

3.97% 

4.81% 

6.31% 

PRIME  (2/26) 

6.50 

6.50 

9.00 

COMMERCIAL  PAPER  3-MONTH  (2/25) 

4.20 

4.14 

6  63 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (2/26) 

4.15 

4.12 

6.71 

EURODOLLAR  3-MONTH  (2/22) 

4.1  1 

3.91 

6.58 

Sources:  Federal  Reserve  Boord,  First  Boston 


#Raw  data  in  the  production  indicotors  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment. 
1  =  Western  Wood  Products  Assn.     2 -Southern  Forest  Products  Assn.     3  =  Free  morket  value     NA=Not  available        revised     NM  =  Nof  meoningful 
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It  doesn't  take  a  rocket  scientist 
to  know  that  tons  of  paper  will  weigh 
down  your  operations. 


Tons  of  paper  fall  on  your 
lusiness  every  year.  Everybody  talks 
ibout  office  automation  and  the 
saperless  office,  but  the  fact  remains 
hat  paper  is  still  the  dominant  media 
or  business  transactions.  Transactions 
hat  can  bog  down  your  operations  and 
;at  away  at  your  profitability. 

Sound  familiar?  Well,  today 
here's  a  solution.  It's  called  the 
nIeNet  WorkFlo"  Business  System. 

WorkFlo  software,  digitized 


document  images  replace  paper  and 
your  personal  computer  becomes  an 
extension  of  your  desktop,  integrating 
mainframe  data.  PC  applications,  and 
document  images  into  the  work 
process. 

WorkFlo  software  automatically 
links,  prioritizes,  and  manages  the 
storage,  retrieval,  processing,  display, 
communication,  printing,  and  routing 
of  all  the  information  required  to 
process  your  work. 


Sound  too  good  to  be  true'^ 
See  for  yourself.  Call  Ray  Brown 
at  (714)  966-3900  or  write  ... 
FileNet  Coiporation,  3565 
Harbor  Boulevard,  Costa 
Mesa,  CA  92626  for  a 
free  1 6-page  brochure  4 
on  "Integrating  Your 
Information  Resources'.* 


File! 


The  WorkFlo  Company 


ileNet  and  WorkFlo  are  registered  trademarks  ol  FileNet  Corporation 
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Schwab  wrote  the  book  on  ho^ 
to  find  a  Financial  Advisor^ 


As  your  capital  multiplies,  so  does 
the  time  and  skill  it  takes  to  invest 

If  you're  like  many  investors,  you 
might  prefer  professional  guidance. 
At  Schwab,  we  recommend  getting 
objective  advice  that's  free  of  sales 
pressure.  So  we  wrote  this  book  to  i 
help  you  find  an  expert— one  who's  [ 
concerned  with  //n/ir  l)est  interests. 

The  Charles  Schwab  Guide  to  :'■ 
Selecting  a  Financial  Advisor  give 
y(  )U  the  information  you  need  to  singl[ 
out  which  advisor  feels  right  to  you.  i 
Here  are  the  key  questions  to  ask.  ' 
Plus  a  few  tips  to  help  you  assess 
whether  their  style  and  strategic! 
are  compatible  with  your  financial 
goals. 

This  guide  also  includes  a  director 
with  addresses,  phone  numbers  and 
stated  investment  I )hilosophies  of  ove! 
330  advisors.  | 

If  you'd  appreciate  help  managing  | 
your  money  call  now  for  your  free  cop| 
of  the  new,  oxi)anded  edition  of  The 
Charles  Scf/irdb  Guide  to  Sehx'ti)ig 
a  F/tnu/cial  Adr/'so): 

•(  'ha I'll 's  S.  Iiwali    i  'u  .  Inc  (l()^^s  not  cnilor.sr  i  ir 
ri'i  (iniiiii'iid  aii\  |iaii  k  ular  advisor.  None  of  the.sf  Fiiianci 
Ail\  is(  irs  ail'  tinployi'd  by  riiarlcs  Schwab  &  Co.,  hie. 

Call  now,  toll-free: 

800-442-5111  ext.  308 


m 


Charles  Schwab 


Member  SIPC/New  York  Slock  Exchange.  Inc       t  1992  Charles  Schwab  8  Co  .  Inc       All  Rights  Reserved 
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FORD  AND  MAZDA: 
YOU  CALL  THAT  SUCCESS? 


In  reference  to  "The  Partners"  (Cover 
Story,  Feb.  10),  you're  way  off  base  in 
your  assessment  of  Ford  and  Mazda  Mo- 
tors' strategic  alliance.  Ford  ceded  its 
small-car ,  design  and  manufacturing  to 
Mazda  because  it  couldn't  do  the  job  it- 
self. The  alliance  is  a  symptom  of  Ford's 
weakness  in  manufacturing  and  product 
development,  not  a  solution.  As  for 
Ford's  much-vaunted  presence  in  Japan, 
the  "Ford-badged"  Mazdas  being  sold  in 
Japan  create  zero  jobs  for  Americans 
and  have  virtually  no  U.  S.  content. 

By  far  Ford's  biggest  manpower  com- 
mitment (in  Hiroshima)  is  devoted  to 
sourcing  Japanese-built  cars  and  parts 
for  the  U.  S.  You  call  that  success? 

These  alliances  don't  address  two  fun- 
damental problems  of  the  U.  S.  automo- 
bile industry:  The  Big  Three  still  won't 
or  can't  make  cars  in  the  U.  S.  for  the 
Japanese  market.  And  they  are  unable 
to  produce  smaller  cars  for  the  U.  S. 
market.  If  this  teaming  offers  "a  lesson 
in  cooperation,"  then  the  lesson  is  that 
the  U.  S.  should  throw  in  the  towel  and 
become  marketing  and  distribution  arms 
of  Japanese  manufacturers. 

Sean  Brereton 
Tokyo 

THE  KEY 

TO  DETROIT'S  iGNITION  

While  of  course  an  American  kei- 
retsu  system  as  discussed  in  your 
fine  piece  ("Learning  from  Japan,"  Cov- 
er Story,  Jan.  27)  will  surely  help,  the 
problems  of  Detroit  will  not  be  turned 
around  until  management  decides  to 
compete  with  the  Japanese  on  product — 
that  is,  with  up-to-date  automotive  engi- 
neering. There  is  a  strong  clue  to  all  this 
in  your  quotation  of  Hiroshi  Kashiwagi: 
that  if  U.  S.  giants  started  making  bet- 
ter use  of  their  vast  storehouse  of  tech- 
nology, Japan  could  not  compete  with 
us.  The  auto  industry  is  a  prime  exam- 
ple, because  none  of  the  brilliant  technol- 
ogy we  see  in  Japanese  cars  was  devel- 
oped there.  Twin  overhead  camshafts, 
four-valve-per-cylinder  engines,  multi- 
port  sequential  fuel  injection,  four-wheel 


independent  suspensions,  and  on  and  on. 
Most  of  it  was  developed  in  the  U.  S.  and 
was  ignored  by  Detroit  for  as  long  as 
possible. 

William  C.  Lloyd 
Madison,  Wis. 

THE  WRONG  RESPONSE 

TO  MERCEDES  STICKER  SHOCK 

In  "Mercedes  finds  out  how  much  is 
too  much"  (Marketing,  Jan.  20),  Maire 
McAuliffe's  rejection  of  Mercedes'  high- 
er prices,  which  led  to  her  "conscience" 
attack,  did  not  lead  her  to  consider  an 
American  car.  She  bought  a  used  1987 
Mercedes. 

Unfortunately,  her  "foreign  is  better" 
syndrome  is  typical  of  current  thinking, 
even  though  "American-built"  quality  is 
on  a  par  with  most  foreign  products. 

James  H.  Davis 
Columbus,  Ohio 

BIG  COMPANY  SHOULD  NOT 

EQUAL  BIG  SALARY  

Regarding  your  article  "Just  how  ex- 
cessive are  the  pay  scales  of  U.  S. 
CEOS?"  (Economic  Trends,  Jan.  27),  Ira 
Kay,  a  compensation  consultant,  defends 
high  U.  S.  CEO  salaries  by  saying:  "CEO 
pay,  unlike  the  pay  for  lower-level  em- 
ployees, is  largely  pegged  to  the  size  of 
the  organization.  The  larger  the  organi- 
zation, the  bigger  and  more  complex  the 
job."  While  these  statements  are  true, 
they  do  not  support  higher  pay  for  U.  S. 
CEOS.  In  fact,  they  reveal  the  problem: 
U.  S.  executives  are  generally  paid  to 
increase  the  size  of  their  companies,  not 
to  improve  productivity  or  to  increase 
shareholder  value.  But  in  many  cases, 
making  a  company  smaller  and  less  com- 
plex will  generate  productivity  and  value 
improvements.  For  example,  in  terms  of 
stock  performance,  the  U.  S.  electric  util- 
ities that  grew  the  least  in  recent  de- 
cades outperformed  their  growth-orient- 
ed counterparts  (Financial  Analysts 
Journal,  April-May,  1990).  Executives 
who  attempted  to  limit  the  size  of  their 
companies  by  promoting  energy  efficien- 
cy deserved  the  highest  salaries. 

Unfortunately,  the  high  salaries  con- 
tinue to  go  to  the  largest  companies.  CEo 
pay  based  on  corporate  size  is  merely  a 
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reflection  of  American  culture's  assump- 
tion that  bigger  is  better.  In  the  modern 
world  economy,  such  a  philosophy  is 
likely  to  cause  a  corporation  and  its 
shareholders  to  suffer. 

Steven  G.  Kihm 
Senior  Financial  Economist 
MSB  Energy  Associates  Inc. 

Middleton,  Wis. 

WHY  JAPANESE  EXECUTIVES 
DESERVE  LOWER  PAY  

After  four  years  working  at  a  senior 
1  level  for  a  Japanese  giant,  I  think 
the  notion  that  U.  S.  executives  earn  too 
much,  compared  with  Japan,  is  really 
wrong,  when  viewed  from  a  sharehold- 
er's point  of  view  ("How  much  Japanese 
CEOs  really  make,"  Top  of  the  News, 
Jan.  27).  An  American  CEO  functions  as 
an  individual,  while  the  Japanese  CEO  is 
only  one  member  of  a  group. 

When  was  the  last  time  you  saw  a 
Japanese  executive  (of  any  rank)  travel 
alone,  attend  a  meeting  alone,  or  make  a 
decision  alone?  Of  course,  they  have  to 
pay  each  executive  less  because  they 
have  so  many  more  to  pay:  more  sala- 
ries, more  country  clubs,  more  chauf- 
feurs, more  hours  in  nightclubs,  more 


first-class  travel,  and  more  company-jet 
time.  Seems  to  me  that  it  works  out 
about  the  same  as  paying  a  few  people  a 
large  sum. 

At  least  a  U.  S.  executive  can  make  a 
decision  in  a  hurry.  The  Japanese  plan- 
ning process  makes  Congress  look  like  a 
fast-moving  operation,  although  admit- 
tedly they  do  keep  at  it  day  and  night, 
year  in  and  year  out. 

Al  Forbes 
Mountain  View,  Calif. 

MAYBE  fREE  TRADE 

IS  NOT  THE  RIGHT  TARGET  

Japan's  insidious  pursuit  of  profit,  if 
left  unchecked,  will  always  produce 
an  imbalance  of  trade  in  its  favor 
("When  free  trade  carries  too  high  a 
price,"  Editorials,  Jan.  27).  While  the 
Japanese  target  profit,  to  our  detriment, 
we  embrace  free  trade  as  if  it  had  more 
intrinsic  worth  than  profit.  The  resulting 
cost  to  our  nation  has  been  horrendous. 
Given  Japan's  opposition  to  open  mar- 
kets, today's  economic  doldrums  beg  for 
change:  from  unilateral  free  trade  to 
managed  equal  trade. 

Donald  J.  Aldrich 
Fair  Oaks,  Calif. 


ORDERING  FROM 

A  REAL  ESTATE  AGENT'S  MENU 

As  a  Cleveland  area  Realtor,  I  belitre 
"The  lawsuit  that  could  cut  ho« 
prices"  (Finance,  Jan.  20)  is  mislead; 
in  its  simplification.  Even  if  nonmeml 
companies  are  allowed  access  to  1 
computerized  Multiple  Listing  Service 
does  not  follow  that  commissions 
necessarily  be  reduced.  They  are  neg 
ated  between  sellers  and  brokers, 
dictated  by  local  boards  of  Realtors, 
fact,  that  would  be  construed  in  Ohio 
price-fixing  and,  as  such,  illegal.  Wl 
will  save  sellers  money  in  marketi 
properties  is  the  trend  in  some  places 
brokers  to  offer  services  a  la  carte.  S 
ers  who  don't  want  to  take  advantage 
all  the  agent's  services  will  be  able 
choose  among  those  offered. 

Gerald  A.  DeLong 
Coldwell  Banker  Hunter  Rea' 
Beachwood,  01 


Letters  to  the  Editor  should  be  sent  to  Read 
Report,  Business  Week,  1221  Avenue  of  the  Am 
cos.  New  York,  N.  Y.  10020.  Fox:  (212)  512-44( 
Telex:  12-7960,  Intl.  4998204.  All  letters  must 
elude  on  address  and  daytime  and  evening  te 
phone  numbers.  We  reserve  the  right  to  edit  lett 
for  clarity  and  space. 


Audi  Surprise  Hit  Of  Tokyo  Auto  Show 


At  this  year's  Tokyo  Auto  Show,  an  unexpected  entry  emerged  as  the  runaway  showstopper;  The  Avus 
Quattro  from  Audi.  The  Avus  boasts  a  high-strength  alloy  body,  509  horsepower,  and  a  60-valve,  12-cylinder 
engine..  Even  more  impressive  may  be  its  0-60  time  of  less  than  3  seconds.  Since  Audi  is  rumored  to  be  creating 
only  a  limited  number  of  this  exotic  car  for  the  European  market,  American  car  buyers  may  want  to  consider 
Audi's  other,  more  practical,  new  model  -  the  Audi  100  V-6.  With  172  hp,  ABS  and  driver's  side  air  bag  stan- 
dard, the  all-new  Audi  100  also  features  a  more  reasonable  price  tag:  $28,500*         -KARLTREUTLER,  DETROIT 

"Manufacturer's  sut>K''stcd  retail  price,  excludmt;  taxes,  license,  freij^ht,  dealer  rhar^es  and  options  Price  sub|ect  to  change. 

ADVERTISEMENT 
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Our  special  meals  are  remarkable  not  for 
what  we  leave  out,  but  for  what  we  put  in. 


A  passion  for  perfection. 


With  some  airlines,  their  vegetarian  meal  seems 
to  be  their  regular  meal  without  the  meat.  But  at 
Lufthansa,  our  chefs  put  as  much  care  into  our 
vegetarian  offerings  as  they  do  our  regular  menu. 
Which  means  everything  they  use  is  of  the  high- 
est quality,  and  is  fresh,  not  frozen.  In  fact,  they 
wouldn't  serve  a  meal,  whether  it  be  vegetarian, 
low  fat,  low  salt,  Hindu, kosher  or  any  of  our  15 
other  special  meals,  they  wouldn't  love  them- 
selves. And  just  to  make  sure  they  stick  to  each 
diet,  we  have  a  nutrition  specialist  work  with  them. 
It's  details  like  these  that  are  the  ingredients  of 
our  passion.  One  that  ensures  you  a  most  de- 
licious flying  experience,  anywhere  in  the  world. 

Lufthansa 


Lufthansa  is  a  participant  in  the  mileage  programs  ol  United,  Delta, 
USAir  and  Continental  See  your  Travel  Agent  lor  details 


A  promise  to  keep  a  lon^  stay  in  tke  kospital  from  Lecomin^  a  financial  injury. 


A  promise  to  make  concern  for  tkeir  loved  ones  ^o  Leyond  "How's  tke  family?" 


A  promise  tkat  tke  end  of  a  career  won't  ke  tke  end  of  a  comfortakle  lifestyle. 


NotKing  binds  us  one  to  tke  other  like  a  promise  kept.  Notking  divides  us  like  a  promise  broken.  At  MassMutual 
we  believe  in  keeping  our  pr(*mises.  Tbat  way  all  tlie  families  and  businesses  tbat  rely  on  us  can  keep  tbeirs. 

m  

MassMutuaV 

O  1990  Massachusells  Muluai  Lile  Insurance  Co  Spnnglield  MA  01111  Vt'c  llt'ip  VOU   kct'p  VOU  r  prOHllSCS. 


BREAKING  WITH  TRADITION:  WOMEN  AND  WORK,  THE  NEW  FACTS  OF  LIFE 

Felice  N.  Schwartz 

Warner  Books  •  332pp  •  $21.95 

THE  PREGNANT  SILENCE 
IN  CORPORATE  AMERICA 


It's  time  for  some  role  playing.  Here's 
the  scenario: 
A  22-year-old  woman,  a  recent  gradu- 
ate of  a  top  journalism  school,  lines  up 
an  interview  with  the  editor  of  a  great 
newspaper.  Right  off  the  bat,  he  asks 
whether  she  plans  to  have  children.  How 
should  she  respond? 

A  feminist  writer  plays  the  role  of  the 
job  applicant.  "What  kind  of  question  is 
that?"  she  retorts.  "It's  not  relevant  to 
my  qualifications  for  this  job." 

"I  really  need  to  know,"  the  editor 
says.  "What  are  your  plans?" 

Citing  Title  7  of  the  Civ- 
il Rights  Act  of  19G4,  the 
aspiring  journalist  threat- 
ens legal  action  and  re- 
fuses to  answer. 

Me?  I'd  hedge.  Now  a 
working  mother  with  two 
young  kids,  I  remember 
how  desperate  I  was 
seeking  a  job  in  journal- 
ism in  my  20s.  Should  I 
have  addressed  matters 
of  pregnancy,  maternity 
leave,  and  flexible  hours? 
They  didn't  concern  me 
then.  And  consider  my 
competition:  a  bevy  of 
young  men  who  could 
promise  100'/  devotion  to 
the  company.  Sure  I'd 
want  kids  some  day,  but 


coming  back  to  "my  former  fast  pace." 

Such  openness,  Schwartz  says,  helps 
shift  the  dialogue  between  employer  and 
employee  from  "confrontation  to  concili- 
ation." More  than  that,  putting  the  is- 
sues on  the  table  is  a  prerequisite  for 
resolving  them.  "Denying  that  women 
have  babies  leads  to  a  self-fulfilling 
prophecy  of  failure  for  women  and  their 
employers,"  she  says.  "When  employers 
don't  provide  flexibility  and  women  don't 
assert  their  need  for  it,  the  attitudes, 
behaviors,  policies,  and  practices  of  em- 
ployers remain  unanalyzed.  unchal- 


w 


hen  women 
and  employers  fail 
to  face  the  issues 
of  child-rearing  and 
maternity,  both  lose 


this  was  hardly  the  time  to  suggest  I 
might  need  time  off  to  raise  them. 

Don't  expect  Felice  Schwartz  to  partic- 
ipate in  this  "pattern  of  silence."  In 
Breaking  with  Traditioyi:  Women  and 
Work,  the  New  Facts  of  Life,  Schwartz 
contends  that  not  only  women  but  also 
Corporate  America  must  address  head- 
on  the  problems  facing  women  in  the 
work  force.  Failure  to  confront  the  is- 
sues of  motherhood  and  child-rearing, 
she  says,  hurts  women  and  business. 

So  how  did  Schwartz  answer  the  ques- 
tion from  the  "editor"  when  she  was 
playing  the  role  of  the  job  seeker  in  a 
panel  discussion?  She  said  she  did  expect 
to  have  kids  but  was  currently  "on  fire 
with  journalism,  ready  to  give  my  all." 
Would  she  leave  the  paper  when  she  had 
a  child?  Well,  she'd  want  to  play  an  ac- 
tive role  in  her  child's  life,  but  her  career 
was  essential.  She  might  choose  to  work 
part-time  for  a  "finite  period,"  before 


lenged,  and  unchanged.  Then,  women 
find  they  can't  handle  the  cumulative 
pressures  of  motherhood  and  a  career." 
The  results  are  bad  for  everybody:  Pro- 
ductivity may  lag,  and  women  with  valu- 
able skills  may  drop  out.  Until  babies 
become  part  of  a  corporation's  planning, 
she  says,  the  problems  will  persist. 

So  Breaking  with  Tradition  is  more  a 
warning  to  corporate  executives  than  a 
plan  of  action  for  women.  As  head  of 
Catalyst,  a  not-for-profit  organization 
that  helps  companies  resolve  "women  is- 
sues," Schwartz  contends  that  dealing 
with  the  needs  of  working  mothers 
makes  good  business  sense.  As  the  pro- 
portion of  males  in  the  U.  S.  population 
shrinks,  she  says,  businesses  will  need 
talented  women.  The  need  will  only  in- 
crease as  the  U.  S.  feels  the  impact  of  a 
sharply  lower  overall  fertility  rate. 

The  main  problem  with  her  approach 
is  that  it's  unrealistic,  especially  in  1992, 


as  the  recession  forces  huge  layoffs  f 
male  and  female  workers.  Even  whn 
businesses  rehire,  as  they  are  doing  n 
Wall  Street,  they're  not  replacing  eve'- 
one.  Some  are  shrinking  their  wck 
forces  permanently,  in  part  throun 
automation.  Can  women  afford  to  vd- 
ture  out  on  the  limb  Schwartz  proffer? 

Schwartz  gained  a  measure  of  note  ■ 
ety  in  1989,  when  she  published  a  Hi  : 
vard  Business  Review  article  urgi  [ 
that  women  juggling  career  and  fam  ; 
be  allowed  to  pursue  a  less  demandi  <^ 
track  than  men  or  childless  women.  H  r 
idea,  which  the  media  dubbed  t  i 
"mommy  track,"  a  phrase  she  here  ca  i 
pejorative,  set  off  heated  deba'  , 
Schwartz,  critics  said,  was  condemn!  ' 
working  mothers  to  permanent  secoi 
class  status. 

She  takes  an  entire,  often  excruci; 
ingly   self-serving  chapter  to  expl 
that,  on  the  contrary,  she  seeks  "an 
ternative  track  for  committed  profi 
sionals."  That  means 
lowing  women  to  cut  ba| 
on  hours  for  as  long 
five  years,  then  retui 
"refreshed,  enriched  I' 
the  experience  of  parei 
ing,   free  of  guilt,  a 
ready  to  go  full  speed  f 
a  total  of  36  years."  Th 
way,  companies  that  ha  > 
invested  in  training  woi 
en  before  they  had  ki; 
can  retain  their  talent. 

Schwartz's  book  su 
fers  from  a  lack  of  fir- 
tuning.  The  final  chapte^ 
are  repetitive,  and  I  co 
do  without  a  section  wr 
simple-minded  diagra 
in  which  she  argues  th; 
the  traditional  corpora? 
pyramid  should  give  way  to  a  "jungl 
gym,"  in  which  employees  can  move  \ 
any  direction,  depending  on  their  need; 
She  also  goes  on  at  length  about  a  f,- 
male  B-school  grad  who  removed  h 
wedding  ring  for  a  job  interview 
show  how  women  dodge  the  issues.  IV 
own  informal  poll  suggests  this  practi 
is  not  widespread. 

Schwartz's  candor  is  her  greatest  a 
set.  By  breaking  "the  conspiracy  of 
lence"  on  issues  that  impede  women 
ability  to  compete  at  work,  she  forci 
readers  to  take  a  hard  look  at  the  pro 
lem.  But  how  candid  would  I  be?  Agai 
I  put  myself  in  the  shoes  of  a  young  jc 
seeker.  The  editor  asks:  "Do  you  plan 
have  children?"  How  do  I  answer? 
I'd  hedge.  * 
BY  JOYCE  BARNATHA 
Barnatha?!  has  worked  full  time — and  th( 
some — as  a  journalist  in  Moscow  and  Nei 
York,  and  will  soon  head  for  Hong  Kongt 


m 
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RoRSHEiM  Introduces 
The  Perfect  Dress  Shoe 


TKe  Regent,  #93019_  .  , 


Introducing  tKe  Lomfertecli  Imperial  by  Florskeim 

Tke  perfect  combination  of  our  classic  styling,  tlie 
finest  American  craftsmanship  and 
tke  latest  in  comfort  tecknology. 

A  uniquely  designed  insole 
makes  tke  Comforteck  Imperial 
tke  most  flexikle,  most  comfertakle 
leatker  soled  skoe  found  anywkere 
m  tke  world. 

So  uniquely  comfortable,  in 
fact,  tkat  Florskeim  protects  tkis 
advanced  tecknology  witk  a  patent 

But  making  a  Comforteck  Imperial  is  as  muck 
an  art  as  it  is  a  science.  Tkat's  wky  only  our  most 


Unique,  Patented  Comfort  System 

Advanced  Flexihihty  in  a  Leather  Soled  Shoe 


Sliock  Absorbing  Heel Cusliicn 

Pull  Length  Cusluonmg  Reduces  Leg 
and  Foot  Fatigue 


experienced,  most  talented  craftsmen  are  reserved 
for  creating  and  inspecting  tkis  fine  skoe. 

Ck  oose  from  Wing-Tip 
Kilt  ie  witk  Tassel,  Wing-Tip 
Bal  and  Strai  gkt  Tip  at 
$130.  Available  in  Black, 
Makogany  and  Brown  across 
a  wide  range  of  sizes  from 
6  to  15  and  widtks  from 
BtoEEE 

Don't  wait  any  longer  to 
experience  tke  comfort  and 
style  of  tke  perfect  dress  skoe.  Call  1-800- 
872-3503  for  tke  Florskeim  Deal  er  nearest  you. 


FUDRSHEIM 


COpiFORf  ECNf  Imperial  Quality 


Quality  Is  Timeless. 


HOW  TO  SURVIVE  IN  A  CHANGING  ECONOMY 
AS  REVEALED  BY  GUMBY. 


Olsten 
introduces 

THE 
FLEXIBLE 
WORKFORCE. 


Upturns,  downturns,  recessions,  depressions,  sudden 
recoveries,  and  slumps.  Companies  that  can't  bend 
with  change  are  companies  that  can't  survive  it. 

Olsten  has  the  solution:  flexibility. 
With  Oisten's  Flexible  Workforce™,  you  can 
reduce  overhead  and  improve  efficiency  by 
utilizing  people  only  when  you  need  them. 
During  slower  periods,  maintain  a  core  staff 
of  full-time  workers.  During  peak  periods,  supplement  that  staff  with 
Olsten  temporary  workers.  Your  staff  works  more  efficiently.  More 
productively.  And  your  company  sustains  its  competitive  edge. 

So  make  Olsten  your  partner  for  the  future.  Olsten  can  supply 
you  with  the  innovative  thinking  and  long 
term  planning  that  make  a  company 
more  resilient.  Because  in  business  today, 
to  be  tough  you  have  to  be  flexible. 


Lower  overhead, 
higher  profits. 

CALL 
1-800-225-TEMP 


Temporary  Services 


THE     WORKING  SOLUTION' 


Economic  Viewpoint 


THE  STATE  OF  THE  UNIOH  ADDRESS 
THAT  SHOULD  HAVE  BEEN 


The  following  draft  of  the  State  of  the  Unimi  ad- 
dress was  not  delivered  by  President  Bush: 

My  fellow  Americans,  the  stubborn  re- 
cession has  given  rise  to  demands 
for  a  quick  fix.  This  is  understand- 
able. The  slump  has  lasted  longer  than  ex- 
pected, and  patience  is  not  among  our  democ- 
racy's great  virtues.  So  opportunistic 
politicians  of  both  parties  are  now  dusting  off 
their  pet  nostrums  and  offering  them  as  re- 
cession-busters. 

The  political  pressure  to  "do  something"  is 
intense.  I  have  been  urged  to  gi'ant  tax  relief 
to  the  middle  class,  to  restore  tax  preferences 
for  capital  gains,  to  help  the  real  estate  and 
yacht-building  industries,  to  create  more  tax 
breaks  for  homebuilding,  and  so  on.  No  doubt, 
each  such  measure  would  buy  me  some  politi- 
cal support  at  a  time  when  I  could  sure  use  it. 
But  a  President  is  supposed  to  act  Presiden- 
tial—to do  the  right  thing  rather  than  the  po- 
litically expedient  thing. 

Ladies  and  gentlemen,  we  must  remember 
that  the  U.  S.  economy  will  outlast  the  Novem- 
ber election.  And  the  eyes  of  the  President 
must  focus  steadfastly  on  that  future.  So,  my 
fellow  Americans,  I  have  come  here  tonight  to 
tell  you  that  I  have  rejected  the  politically 
expedient  course  and  to  explain  my  reasons. 

I  understand  why  so  many  of  you  are  clam- 
oring for  tax  cuts.  Times  are  tough— I  know 
that.  And  a  decade  of  shifting  the  tax  burden 
away  from  the  rich  has  created  a  prima  facie 
case  for  redress  on  grounds  of  social  justice. 
But  those  who  demagogue  the  issue  conve- 
niently ignore  a  few  facts.  First,  that  the  poor 
fared  even  worse  than  the  middle  class  in  the 
1980s.  Second,  that  Americans  are  not  over- 
taxed; as  a  share  of  gross  domestic  product, 
our  tax  burden  is  about  the  lightest  in  the 
industrial  world.  Third,  that  even  after  sub- 
tracting the  effects  of  recession  and  the  costs 
of  deposit  insurance,  a  structural  deficit  of 
about  $200  billion  remains  in  the  federal  bud- 
get. Fourth,  that  the  U.  S.  has  a  long  list  of 
unmet  public  needs,  ranging  from  funding 
Head  Start  to  repairing  dilapidated  bridges. 
And  fifth,  that  middle-class  tax  cuts  are  bound 
to  mean  a  loss  of  revenue  when  the  politically 
accepted  definition  of  "middle  class"  includes  al- 
most everyone. 

BIG  SPENDERS.  Political  pundits  have  urged 
me  to  take  steps  to  boost  consumer  spending 
l)efore  the  election.  Perhaps  the  crassest  sug- 
gestion was  to  manipulate  withholding  sched- 
ules so  that  peojjle  would  have  more  spendable 
income  in  1992  and  less  in  1993.  I  told  them 
that  Americans  are  no  fools,  and  rejected  the 
idea.  They  also  wanted  me  to  let  people  in- 


BY  ALAN  S.  BLINDER 


What  if  the 

President 

had  withstood  the 

pressure  for  a  quick 

economic  fix  rather 

than  caving  in  to 

political  expediency? 


AlAN  S  BLINDER  IS  THE  GORDON  S 
RENTSCHLER  MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON 
AND  THE  AUTHOR  OF  GROWING 
TOGfTHER 


vade  their  individual  retirement  accounts  w 
out  penalty.  Ladies  and  gentlemen,  it's  t 
we  faced  up  to  the  fact  that  underconsump 
is  not  America's  problem.  We  are  the  biggjn 
spenders  on  earth;  it  is  in  saving  and  investjfe 
that  we  fall  short.  Why,  in  1991  we  sek 
record  by  consuming  68.5%  of  our  GDP.  Shcu 
we  drive  this  ratio  even  higher?  What  of  (i 
future?  What  of  our  children?  L  ^ 

Knowing  that  the  majority  of  voters  A 
homes,  cynical  politicians  are  promotp 
schemes  that  would  raise  real  estate  valuti- 
like  a  $5,000  tax  credit  for  first-time  hcjte 
buyers,  or  relaxing  restrictions  on  tax  shelt|s "  i 
that  were  so  painfully  won  in  1986,  or  allow^  ^ 
home  buyers  to  tap  their  iRAs.  My  felS  "i 
Americans,  the  logic  that  drives  these  sj- 
gestions  is  political,  not  economic.  The  fact(:< 
that  our  country  has  not  underinvestedb 
real  estate.  We  are  the  best  housed  peo| 
on  earth,  and  the  tax  code  already  fav' 
housing.  The  vacant  stores  and  office  buildi 
that  now  litter  the  American  landscape 
only  remind  us  of  the  ways  things  were, 
ensure  us  that  relaxing  restrictions  on  r| 
estate  tax  shelters  will  merely  raise  prope 
values,  not  create  more  jobs. 
SLOW  MEDICINE.  And  SO,  my  friends,  I  have 
jected  the  (luick  fix.  But  that  does  not  me 
standing  idly  by.  The  Federal  Reserve  has 
ready  lowered  interest  rates  considerably,  a 
Chairman  Alan  Greenspan  assures  me  tl 
further  cuts  will  come  if  necessary.  Un 
the  fiscal  nostrums  you  have  been  heari 
about,  the  medicine  of  lower  interest  ral 
acts  on  precisely  that  part  of  the  econo 
that  needs  the  help— investment  for  the 
ture,  not  consumption  for  today.  Unfortuna 
ly,  this  medicine  is  slow-acting.  So  patierl 
who  take  it— and  that  means  all  of  us— mit 
show  a  little  patience. 

For  our  part,  the  Administration  must  re'- 
rect  its  budget  priorities  toward  the  futui,. 
One  thing  that  surely  means  is  a  smaller  di- 
icit.  With  the  recession  lingering,  1992  is  t'i 
wrong  time  to  trim  the  deficit.  But  we  mut 
not  aggravate  the  long-run  budget  problel 
by  giving  away  more  revenue.  Beyond  th, 
the  government  must  not  scrimp  on  inve;* 
ments  in  America's  future.  That  means  publ" 
infrastructure  projects  such  as  roads  ail 
bridges.  But  it  also  means  investments  l 
human  capital,  ranging  from  the  poor  childni 
in  early-childhood  education  to  our  top  grad*} 
ate  students  in  science  and  engineering.  ; 

Together,  we  can  make  a  brighter,  moS 
productive  America.  Just  as  all  of  you  ro,- 
tinely  invest  in  your  families'  futures,  I  m 
asking  you  tonight  to  face  the  facts  and  invei 
in  America.  Good  night,  and  God  bless  you.' 


16  BUSINESS  WEEK/MAFCH  9,  1992 


ECONOMIC  VIEWPCfJ^ 


j 


io  Slater  landed  a  big  one!' 


"Affiliated  Brands'.' 


"Right!'        "They  were  really  tight  with  their  old  firm'.' 


Well,  he  learned  their  business  inside  and  out.  Practically  overnight.  Trademarks,  patents,  copyrights,  everything!' 


5054  TMZ  14 


5054  TMZ  15 


5054  TMZ 


5054  TMZ 


Must  have  impressed  them'.'     "Enough  to  make  rain!'      "Enough  to  make  partner'.'     "Wonder  who  his  source  is?' 


The  answer  is  in  Dialog. 


i/onnahon- complete,  precise,  up-to-the- 
linute.  It's  your  most  powerful  tool  for 
uilding  a  case.  Or  building  a  practice.  Find 
le  answers  you  need  fast  in  Dialog,*  the 
'orld's  first  and  largest  electronic  library. 

offer  over  400  diverse,  detailed  data- 
ases,  online  via  computer  and  modem, 
icluding  the  most  complete  intellectual 
roperty  collection  available.  And  you 


can  access  many  oi  these  Dialog  data- 
bases on  WESTLAW.* 

See  your  Information  Specialist  about 
Dialog.  Or  call  for  a  free  kit  on  Dialog 
information  for  the  legal  profession. 


1-800 -3 -DIALOG 


Outiide  U  S  .  41"^  858-3785  Fax  4 1 5  858  7069. 


Dicilog  Injiinnatkm  Tools:  International  and 
U.S.  trademark,  patent  and  U.S.  copyright 
data,  including  regulatory  information. 
Full-text  industry  reports,  company  profiles 
and  current  and  up-to-the-minute  news. 
Biographical,  technological,  environmental, 
product  liability  and  medical  data.  From 
Thomson  &£  Thomson's  TRADEMARK- 
SCAN'^  DSc.B,  SScP,  McGraw-Hill, 
Knight-Ridder  and  many  other  sources. 
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MjT's  WHO'S  Behind  THEMr 


BILL  HAMN,(MAIRMAN,COMn^ 


Face  it,  the  history  of  the  PC  business  has  been 
something  of  a  circus.  Companies  start  up.  Companies  shut 
down.  And  along  the  way  they're  everything  from  incom- 
patible to  inflexible  to  outnght  unreliable. 

Are  you  having  ftm  yet? 

If  not,  maybe  you  should  consider  CompuAdd. 
Because  we  do  things  a  little  differently.  We  design  our 
own  motherboards.  We  custom  build  systems  as  our 
customers  demand.  And  we  provide  the  service  that's 
ranked  #1  in  a  recent  Dataquest  "  survey  on  customer  sat- 
isfaction. In  short,  we  do  what's  necessary  to  stay  ahead 
of  the  game.  And  in  the  game.  Maybe  that's  why  we've 
had  ten  years  of  uninterrupted  growth. 

Sound  appealing? 
Then  give  us  a  call  at 
1-800-456-3116.  And  leave  the  clowns  in  the  circus  where 


CompuPdd' 

Customer  Driven,  By  Design." 


they  belong. 
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Conomic  Trends 


BY  GENE  KORETZ 


HOUSING  IS  COMING 
TO  LIFE— AND  AUTOS 
MAY  BE  STIRRING 


AUTO  INVENTORIES 
ARE  RUNNING  LEAN 


A  MONTHS  SUPPLY 

DATA.  COMMERa  OEH ,  U  UWRENCE  INC 

Washington  v\'eighing  new  incentives  for 
buyers,  the  only  apparent  hurdle  to  a 
stronger  housing  revival  is  the  risk  that 
the  current  upsurge  in  mortgage  rates 
will  continue. 

The  outlook  for  cars  is  more  prob- 
lematic. Although  domestic-auto  sales 
have  picked  up  some  since  mid-January, 
observers  are  less  than  enthusiastic. 
"The  6.3  million-unit  sales  pace  in  the 
first  20  days  of  February  is  nothing  to 
write  home  about,"  says  analyst  Phillip 
Fricke  of  Prudential  Securities  Inc.  "All 
the  consumer-sentiment  surveys  show 
that  consumers  are  still  depressed  about 
the  employment  outlook  and  the  state  of 
their  personal  finances.  As  long  as  those 
worries  persist,  it's  hard  to  see  how  car 
sales  can  accelerate  much." 

While  economist  Edward  Yardeni  of 
C.  J.  Lawrence  Inc.  doesn't  disagree,  he 
argues  that  auto  output  is  still  headed 


higher.  For  one  thing,  the  recent  pace  of 
domestic-car  sales  is  actually  somewhat 
above  the  current  level  of  production. 
For  another,  dealers'  inventories  of  do- 
mestic cars  are  extremely  lean  (chart)— 
far  below  the  levels  they  reached  during 
the  1981-82  recession.  "That  means  that 
auto  makers  will  have  to  increase  output 
in  the  months  ahead  even  if  sales  just 
stay  at  their  current  pace,"  he  says. 

The  upshot,  in  Yardeni's  view,  is  that 
cars  will  be  making  a  modest  positive 
contribution  to  GDP  in  the  second  quar- 
ter. And  if  sales  strengthen,  that  con- 
tribution will  grow,  he  says,  "as  produc- 
tion is  raised  both  to  keep  pace  with 
rising  demand  and  to  boost  inventories." 

At  least  one  industry  observer  thinks 
a  stronger  surge  in  demand  may  not  be 
far  off.  Jack  Kirnan  of  Kidder.  Peabody 
&  Co.  notes  that  both  showroom  traffic 
and  dealer  orders  for  domestic  cars  are 
up.  Further,  he  points  out  that  35%  of 
cars  are  at  least  10  years  old,  all  of  the 
45  million  cars  purchased  from  1984  to 
1986  have  been  paid  off,  car  financing 
rates  have  been  falling,  and  some  S22 
billion  of  automotive  debt  has  been  re- 
tired in  the  past  12  months. 

"The  only  thing  missing  to  spark  a 
pickup  in  vehicle  sales,"  says  Kirnan,  "is 
a  turnaround  in  consumer  sentiment." 


THE  TIDAL  WAVE 

OF  WORKING  WOMEN 

RECEDES  A  BIT  

Among  the  victims  of  the  recession, 
you  can  count  the  remarkable  post- 
war surge  of  American  women  into  the 
job  market.  For  decades,  the  proportion 
of  women  in  the  labor  force— those  either 
working  or  seeking  work— rose  steadily 
year  after  year.  But  in  1991,  reports  the 
Bureau  of  Labor  Statistics,  this  trend 
was  interrupted  for  the  first  time  since 
1962— as  women's  participation  rate  fell 
from  57.5%  to  57.3%. 

The  interruption  is  somewhat  puz- 
zling. Poor  job  prospects  engendered  by 
the  recession  seem  to  have  affected 
women  25  years  and  older,  since  their 
labor-force  participation  rate  hit  a  high 
in  the  first  half  of  1990  and  then  fell 
after  the  downturn  began.  Yet,  as  the 
BLS  notes,  previous  recessions  failed  to 
halt  the  rise  in  the  proportion  of  women 
in  the  active  work  force. 

Another  piece  of  the  puzzle  is  a  con- 
tinuing decline  in  the  participation  rate 
of  women  aged  16  to  24,  which  began  in 
1988.  The  BL.S  admits  it  doesn't  under- 
stand the  reasons  for  this  drop,  which 
now  exceeds  three  percentage  points. 
One  factor  may  be  a  recent  rise  in  the 
number  of  women  having  babies,  even 


though  an  increasing  proportion  of  n| 
mothers  are  over  30.  f  ' 

In  short,  several  socioeconomic  tren*  i 
not  all  of  them  apparent,  seem  to  1 1 
behind  the  interruption  in  the  mot ! 
ment  of  women  into  the  work  fori ! 
And  while  the  BLS  had  expected  tl  \ 
trend  to  slow  sharply  in  the  1990s,l  I 
now  thinks  future  rises  could  be  small ; 
and  more  uncertain  than  it  anticipatflf  : 


OIL  PRICES:  THE  SAUDIS 
MAY  BE  SAYING 
'THANK  YOU'  TO  BUSH  ^ 

It  was  only  a  few  weeks  ago  that  t  i i 
price  of  oil  seemed  headed  high'  if 
after  news  stories  reported  that  an  OF  i  i 
agi-eement  to  cut  its  production  quota 
7%,  to  22.5  million  barrels  a  day,  was  j 
done  deal.  The  cut  in  output  was  \ 
tended  to  boost  the  price  to  $21  a  ban  | 
But  things  didn't  work  out  that  wj  i 
Saudi  Arabia  refused  to  sign  off  on  t  i 
deal,  and  the  quota  was  reset  at  abo  j 
23  million  barrels  a  day,  causing  pric  1 
to  plunge  from  S20  to  S18.50.  Econom  S 
Michael  K.  Evans  of  Evans  Economi  5 
Inc.  figures  that's  enough  to  clip  0.3%  5 
the  inflation  rate  this  year.  i 
Presumably,  the  Saudi  action  was  ji 
tended  to  help  shore  up  the  world  ecc  ) 
omy.  But  observers  can't  help  noticii  | 
that  the  kingdom  owes  a  particular  de  \ 
to  George  Bush.  WTiether  intentional  j 
not,  the  Saudi  move  will  boost  real  i  3 
comes  in  the  U.  S.,  adding  zip  to  ai  j 
recovery  and  boosting  the  chances  I 
reelection  for  the  incumbent  in  tl  i 
White  House.  ] 


LOW  INTEREST  RATES 
ARE  PINCHING  INCOME! 
LESS  THAN  IT  SEEMS  , 

Some  economists  claim  falling  intere  \ 
rates  are  a  mixed  blessing,  becau:  i 
personal  interest  income,  currently  abo  j 
S715  billion  a  year,  far  exceeds  the  S3.'  ( 
billion  in  interest  payments  made  1:  \ 
consumers.  But  Stephen  Roach  of  Mo  3 
gan  Stanley  &  Co.  notes  that  40%  of  i  i 
terest  income  represents  "imputed"  i  * 
terest— >ields  on  investments  in  pensic 
funds  and  insurance  policies  that  arer  3 
really  available  for  spending.  9 
In  short,  consumers  are  far  less  d  1 
pendent  on  cash  interest  income  the  ,' 
the  gross  numbers  suggest.  And  sin( 
such  income  goes  mainly  to  high-sa' 
ing  older  households  anyhow,  the  stir 
ulative  effect  of  falling  rates  on  coi 
sumption  could  be  a  lot  larger  tha 
many  people  think. 


It's  axiomatic  that  no  real  upturn  can 
take  hold  without  solid  improvement 
in  the  bellwether  housing  and  motor- 
vehicle  industries.  That's  not  only  be- 
cause they  account  for  nearly  9%  of 
gross  domestic  product,  but  becatase  their 
growth  has  a  strong  impact  on  the  econ- 
omy's cyclical  swings— far  outpacing  its 
downward  and  upward  movements  dur- 
ing contractions  and  recoveries. 

Fortunately,  at  least  one  member  of 
the  wedding  seems  to  have  arrived.  Sin- 
gle-family housing  starts  have  been  mov- 
ing higher  since  early  last  j^ear,  and  are 
now  51%  above  their  cyclical  low.  With 
builders  reporting  a  recent  sharp  rise 
in  traffic  of  prospective  buyers  and  wnth 
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With  Telecommuni- 
cations Devices  for 
the  Deaf  (TDDs), 
the  hearing-  and 
speech-impaired  are 
able  to  communi- 
cate via  telephone 
more  easily  than 
ever  before.  Yet  even  with  these  type- 
writer-like devices,  many  disabled 
persons  have  found  it  difficult  to 
break  the  telephones  sound  barrier. 

That's  why  ROLM®  offers  a  special 
link  that  captures  a  TDD's  distinctive 
tones.  With  our  TDDisplay  applica- 
tion the  benefits  of  PhoneMail*  can 
now  be  extended  to 
impaired  employees  and 
customers. 


hearing- 


This  very  practical 
solution  has  opened 
tremendous  new 
channels  of  commu- 
nication for  the  esti- 
mated thirty  million 
hearing-  and  speech- 
impaired  Americans. 
Which  is  not  only  good  for  business,  it 
will  also  help  companies  comply  with 
the  spirit  of  the  Americans  With  Dis- 
abilities Act  of  1990  by  improving 
access  for  the  disabled  to  telecommu- 
nications seivices. 

For  more  information,  call  ROLM  at 
(800)  624-8999  ext.  235  -  Voice  access; 
(203)  849-6833  -  TDD  access. 

We  ask  better  questions. 
You  get  better  answers. 


An  IBM  and  Siemens  Company 


ROLM  and  PhoneMail  are  registered  trademarks  of  ROLM  Systems.  ©  1992  ROLM  Company. 
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After  a  hard  day's  work, 
it's  nice  to  come  into 
a  billion  dollars, 

A  more  relaxing  pace  can  be  found  at  a 

Sheraton  Hotel.  And  this  welcome  is  only  part 

of  ITT  Sheraton's  billion  dollar  improvement. 

You'll  also  find  we  have  new  guestrooms, 

lobbies,  restaurants,  and  a  whole  new 

standard  of  service.  And  that  includes 

wonderfully  fast  check-in  and  check-out.  For 

reservations,  call  your  travel  professional  or 

800-325-3535.  We  spent  a  billion  to  make  you 

i 

feel  like  a  million. 


ITT  Sheraton 


)/iera/on  Denver  ^Ves/  Hotel  and  Conference  Center  Lakewood  •  Sheraton  Steamboat  Resort  and  Conference  Center  Steamboat  Springs  . 

'JEW  MEXICO:  Sheraton  Old  Town  Hotel.  Albuquerque  •  OKLAHOMA:  Sheraton  Century  Center  Hotel,  Oklahoma  City  •  Sheraton  Kensmgtvn  Hotel,  Tulsa 


What  a  powerful  world. 


At  Samsung  Electronics  creating  a  better  world  is  a  tradition. 
A  world  where  people  have  the  power  and  the  freedom  to 
develop  their  own  creativity.  Today,  Samsung  Electronics 
continues  this  tradition  by  investing  over  US$  700  million 
annually  in  research  and  development.  All  four  Samsung 
Electronics  divisions  are  dedicated  to  inventing  and  improving 


technologies  that  make  our  lives  easier  and  healthier.  Step 
up  to  the  world  of  Samsung  Electronics  and  enjoy  the  power 

dS  SAMSUNG 

Electronics 

Technology  that  works  for  life. 

Joong-Ang  Daily  News  Bidg  ,  7.  Soonwha-Dong,  Chung-Ku,  Seoul,  Korea 
Tel:  2-751-6114,  Fax  2-751-6064,  Tlx  SAMSAN  K27364,  K23471 
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BY  JAMES  C  COOPER  AND  KATHLEEN  MADIGAN 


N  THIS  ECONOMY,  EVERY  SILVER  LINING 
IAS  A  DARK  CLOUD 


CONNDENCE  DROPS 
TO  A  17-YEAR  LOW 


JAN,  90 
L  INDEX:  1985=100 

DATA  CONFERENCE  BOARD 


FEB.  -1] 


rhe  road  to  recovery  is  getting  bumpier  by  the 
week.  Rising  interest  rates  threaten  the  housing 
recovery.  A  more  expensive  dollar  and  weak  for- 
gn  economies  are  hurting  exports.  Weak  orders  are 
locking  a  pickup  in  factory  output  and  employment, 
nd  poor  job  prospects  generally  have  driven  consumer 
mfidence  to  levels  that  raise  serious  doubts  about  a 
irnaround  in  consumer  spending. 

To  be  sure,  there  are  some 
glimmerings  of  recovery  in  the 
data  of  recent  weeks.  All  mea- 
sures of  the  money  supply  have 
accelerated  sharply,  an  indica- 
tion that  the  Federal  Reserve's 
past  cuts  in  interest  rates  are 
beginning  to  have  some  impact. 
Better  looking  retail  sales,  car 
sales,  and  housing  starts  round 
out  the  list.  However,  each  bit 
of  good  news  that  comes  along 
;ems  to  get  hammered  by  bad  news  later  on. 
The  latest  example:  Consumers  spent  a  little  more  in 
inuary,  and  one  survey's  readings  for  early  February 
lowed  a  slight  improvement  in  consumers'  spirits.  All 
lis  engendered  hopes  that  a  consumer-led  upturn  was 
nminent.  Then  came  the  Conference  Board's  report  that 
)nsumer  confidence  in  February  dropped  to  a  17-year 
iw  (chart).  So  much  for  the  hope  that  consumers  are 
?ady  to  lead  the  recovery. 

THE  FED:  Recoveries  just  don't  get  off  the  ground 
THE  NEXT  while  consumer  confidence  is  sinking.  The 
FEW  WEEKS  Conference  Board's  index  fell  to  46.3  in 
ARE  KEY  February,  from  50.2  in  January.  That's 
le  lowest  since  the  depths  of  the  1973-75  recession. 
The  survey  shows  that  job  security  continues  to  be  the 
rime  concern  among  households.  The  percentage  of 
onsumers  who  characterize  jobs  as  "hard  to  get"  rose 
3  49.3%  in  February,  and  the  uptrend  of  the  past  year 
hows  no  sign  of  abating.  Unlike  past  recessions,  con- 
umers  are  increasingly  aware  that  many  job  losses  this 
ime  are  permanent,  not  just  temporary. 
Not  only  were  consumers  more  downbeat  about  their 
iew  of  present  economic  conditions  but  they  were  mark- 
dly  more  pessimistic  about  the  near  future.  The  Confer- 
nce  Board's  conclusion:  "The  economy  will  not  be  con- 
incingly  in  a  recovery  phase  until  there  is  a  marked 
nprovement  in  consumers'  spirits." 
An  economic  revival  also  needs  a  growing  manufactur- 
ig  sector,  and  stronger  consumer  spending  is  impera- 


tive to  get  factories  humming  again.  Weak  consumer 
buying  at  the  end  of  last  year  left  retail  and  wholesale 
inventories  bulging.  Efforts  to  reduce  that  overhang  will 
depress  factory  orders  and  output  in  the  first  quarter. 

Indeed,  the  trend  of  manufacturers'  orders  for  durable 
goods  is  clearly  down.  New  orders  rose  1.57f  in  January, 
but  that  followed  a  5.17o  plunge  in  December,  and  the 
three-month  average  of  orders  has  been  declining  since 
October.  Moreover,  the  backlog  of  unfilled  orders  fell 
0.3%  in  January,  the  fifth  consecutive  drop  (chart).  These 
trends  imply  little  output  strength  in  coming  months. 

Federal  Reserve  Board  Chairman  Alan  Greenspan 
sounded  a  little  more  guarded  on  Feb.  25,  when  he  put 
forth  his  forecast  of  a  spring  recovery  during  the  second 
leg  of  his  semiannual  testimony  to  Congress  on  the 
conduct  of  monetary  policy.  The  optimism  in  his  remarks 
only  one  week  earlier  was  far  less  qualified. 

This  time,  Greenspan  cau- 
tioned that  recent  positive  signs 
"should  not  be  exaggerated." 
He  repeated  his  warning  of  a 
week  earlier  that,  like  last  year, 
"the  prospective  incipient  recov- 
ery could  peter  out."  The  chair- 
man called  the  drop  in  consum- 
er confidence  "quite  disturbing" 
and  said  that  it  "does  not  sup- 
port the  view  that  things  are 
improving." 


WHY  INDUSTRY  MAY 
NOT  BOOST  OUTPUT 
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Although  Greenspan  said  that  it  was  too  soon  to  tell  if 
the  recovery  was  on  the  way,  he  did  say  that  he  expect- 
ed to  see  positive  signs  within  weeks,  not  months.  Trans- 
lation: Barring  a  negative  surprise  in  the  data,  the  Fed  is 
not  likely  to  cut  interest  rates  in  the  next  few  weeks,  as 
it  waits  for  more  convincing  evidence  to  emerge.  The 
next  big  signpost:  The  February  job  report  on  Mar.  6. 

TRADE  Clearly,  domestic  demand — especially  by 

SOUNDS  consumers — is  the  recovery's  immediate 
A  SOUR  roadblock.  However,  foreign  trade  also 
MOTE  weighs  heavily  on  the  outlook.  It  was  a 

big  plus  to  economic  growth  in  1991,  but  trade  prospects 
do  not  look  as  promising  in  1992. 

Indeed,  foreign  trade  was  a  saving  grace  for  the  econ- 
omy last  year.  Without  the  positive  effects  of  a  shrink- 
ing trade  deficit,  real  gross  domestic  product  would  have 
declined  slightly  in  1991  instead  of  rising  a  bit. 

Looking  to  1992,  America's  insatiable  thirst  for  im- 
ports is  one  problem.  Also,  export  growth  may  not  be 
very  strong  this  year.  That  would  remove  a  key  prop 
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under  the  factory  sector:  Exports  now  account  for  18. 67^ 
of  industrial  output — a  gain  from  the  11.8%  share  in 
1983,  when  the  U.  S.  was  coming  out  of  its  last  recession. 

Foreign  trade  ended  last  year  on  a  sour  note.  The 
merchandise  trade  deficit  widened  to  $5.9  billion  in  De- 
cember, from  $4.2  billion  in  November.  Imports  in- 
creased by  2.3%,  to  $42.1  billion  in  the  month,  while 
exports  fell  by  2.2%,  to  $36.1  billion. 


I IMPORTS  Imports  seem  likely  to  pick  up  once  a 
GRAB  A  recovery  gets  under  way.  For  all  of  1991, 
GREATER  merchandise  imports  fell  by  1.57<,  but 
SHARE  ^Yia.t  mainly  reflects  the  weakness  in  do- 

mestic demand.  Shipments  from  Europe  accounted  for 
almost  all  of  the  decline.  Oil  imports  also  slumped,  the 
result  of  falling  prices,  some  supply  disruptions  during 
the  gulf  war  early  in  1991,  and  the  weak  U.  S.  economy. 

But  even  as  imports  were  de- 
clining last  year,  their  share  of 
domestic  spending  for  goods 
other  than  petroleum  continued 
to  rise,  hitting  a  record  21.9%  in 
the  fourth  quarter.  With  no  let- 
up in  the  U.  S.  propensity  to 
consume  imports,  purchases  of 
foreign  goods  are  likely  to  rise 
when  domestic  demand  starts  to 
grow  faster. 
Moreover,  many  U.  S.  compa- 
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nies  should  take  a  close  look  at  their  own  operations 
before  they  start  chanting  the  "buy  American"  mantra. 
A  BUSINE.SS  WEEK  analysis  shows  that  imports  of  con- 
sumer goods,  including  autos,  have  remained  fairly 
steady  in  recent  years,  when  measured  as  a  percentage 
of  domestic  spending  on  goods  other  than  petroleum. 

Meanwhile,  business-related  imports  of  industrial  ma- 
terials and  capital  equipment  are  rising  as  a  percentage 
of  domestic  demand  (chart).  Since  1987,  businesses  have 


AN  OBSTACIE  TO 
EXPORT  GROWTH 


accounted  for  virtually  all  of  the  country's  increased 
appetite  for  foreign  goods.  | 

The  export  side  of  the  trade  ledger  does  not  loo; 
bright,  either.  Exports  did  perform  well  last  year,  risinii 
7.2%  for  all  of  1991.  Most  of  the  growth  came  from  Latij, 
America,  especially  Mexico,  Brazil,  and  Venezuela.  Gairl 
were  more  modest  in  shipments  to  Canada  and  the  Eun,. 
pean  countries,  who  are  big  purchasers  of  U.  S.  goodii 
but  whose  economies  are  slowing  or  in  recession.  t 

However,  maintaining  an  edge  in  world  markets  wi) 
be  especially  difficult  for  U.  S.  producers  this  year.  Eci 
nomic  growth,  particularly  in  the  industrialized  coui( 
tries,  will  not  be  robust  even  when  recovery  comes.  Th^' 
will  limit  foreign  demand  for  U.  S.  goods. 

U.  S.  exporters  must  also  deal 
with  a  stronger  dollar — a  result 
of  rising  interest  rates  in  the 
U.  S.  Compared  with  the  curren- 
cies of  our  10  major  trading 
partners,  the  dollar  has  risen 
nearly  5%-  since  mid-January 
(chart).  Profit-taking  may  cause 
the  dollar  to  lose  some  ground 
in  foreign  exchange  markets  in 
the  next  few  weeks,  but  the  up- 
ward pressure  on  the  currency 
will  exist  as  long  as  long-term  rates  are  rising.  j 

As  a  result,  export  growth  will  be  sluggish  this  yearj 
Combined  with  a  pickup  in  imports  once  the  U.  S.  recovf 
ery  starts,  that  means  foreign  trade  in  1992,  at  best,  wi| 
not  add  very  much  to  economic  growth  this  year.  1 

More  worrisome  is  that  the  foreign  sector  will  actualli 
subtract  from  growth  if  the  global  slowdown  worsensf 
or  if  domestic  demand  for  imports  grows  more  stronglj 
than  expected.  Added  to  the  potholes  created  by  skittisf 
consumers  and  the  slump  in  manufacturing,  a  deterioratf 
ing  trade  deficit  is  shaping  up  to  be  yet  another  detouj 
on  the  rocky  road  to  recovery. 


JULY  5,  '91 
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THE  WEEK  AHEAD 


PERSONAL  INCOME 

ary,  say  economists  polled  by  McGraw- 
Hill  Inc.'s  MMS  International. 

LEADING  INDICATORS 

Monday,  Mar.  J,  10  a.m. 
Personal  income  was  probably  flat  in 
January,  after  jumping  17'  in  December. 
Consumer  spending  likely  rose  0.37  in 
January,  the  same  gain  as  in  December. 

CONSTRUCTION  SPENDING 

Tuesday,  Mar.  J,  8: JO  a.m. 
The  index  of  leading  indicators  likely 
rose  by  0.57  in  January,  after  falling 
0.37  in  both  November  and  December. 

NEW  SINGLE-FAMILY  HOME  SALES 

Monday,  Mar.  7,  10  a.m. 

Building  outlays  likely  rose  just  0.47  in 

January,  after  falling  0.27  in  December. 

NAPM  SURVEY 

Tuesday,  Mar.  J,  10  a.m. 
The  MMS  consensus  expects  that  new 
homes  sold  at  a  550,000  annual  rate  in 
January,  up  from  522,000  in  December. 

FACTORY  INVENTORIES 

Monday,  Mar.  2,  10  a.m. 
The  index  of  industrial  activity  compiled 
by  the  National  Association  of  Purchas- 
ing Management  probably  edged  up  to 
48.67  in  February,  from  47.47  in  Janu- 

Wednesday, Mar.  k,  10  a.m. 
Manufacturing  inventories  probably  fell 
by  0.37  in  January.  If  so,  that  would  be 

the  fourth  consecutive  decline,  includinj;; 
a  0.57  drop  in  December.  The  drawdowii 
is  suggested  by  the  steep  17  drop  iij 
manufacturing  output  in  January. 

EMPLOYMENT 


Friday,  Mar.  6,  8:30  a.m. 
Nonfarm  payrolls  probably  grew  by  onl 
25,000  in  February,  say  the  .MMS  econo 
mists.  But  a  10,000  drop  in  factory  job; 
is  expected.  In  January,  91,000  jobs  wen 
lost.  The  unemployment  rate  for  Febru 
ary  was  probably  unchanged  at  7.17'. 

INSTALLMENT  CREDIT 


Friday,  Mar.  6 

Consumer  credit  likely  fell  by  $500  mil 
lion  in  January.  In  December,  consumenff 
cut  their  debt  loads  by  $1.7  billion. 
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If  you've  been  The  Accofd  Lease  Program,  rates.  However, 

wishing  for  a  Honda  Accord,  now  is  this  offer  wont  last  forever,  so  don't 

the  time  to  start  driving  one.  Special  put  your  dream  off  for  another  day. 

two,  three,  four  and  five  year  leases  Just  see  your  nearest  Honda  dealer, 

are  now  available  at  very  attractive  and  ask  for  the  details.  EIBHEIQQ 


Available  only  through  panicipating  Honda  dealer,  to  qiuiihcd  lessees  jpptoved  b>  Amcncjn  I  Imidj  I-  inanLC  (.'or|ioraiion.  Subject  to  jvailabilitv.  Lease  program  ends  w  hen  determined  by  American 
Honda  Motor  Co.,  Inc.  ©1992  American  Honda  MotfirCn.,  Inc. 
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ROOM 
AT  THE  TOP 

SUDDENLY,  IBM  HAS  A  SHORTAGE  OF  HEIRS  APPARENT 


its 

KM 


At  IBM,  the  succession  from  one 
chief  executive  to  another  has  al- 
ways been  as  orderly  as  the  pass- 
ing of  the  crown  from  one  generation  of 
the  British  royal  family  to  the  next.  In- 
deed, in  its  78-year  history,  Big  Blue  has 
had  just  six  chiefs:  The  legendary  Tom 
Watson  Sr.  led  the  company  for  decades, 
and  his  son  took  on  the  job  for  the  next 
15  years.  Succeeding  CEOs  all  rose  grace- 
fully from  president  to  become  chair- 
man. "Many  American  companies  seem 
to  have  a  tenure  for  the  CEO  of  only  four 
to  five  years,"  says  Chairman  John  F. 
Akers.  "That's  not  the  way  IB.M  has  his- 
torically approached  the  challenge." 

But  now,  just  three  years  away  from 
IBM's  traditional  retirement  age  of  60, 
Akers  has  no  heir.  His  president,  Jack 
D.  Kuehler,  is  nearing  retirement  age 
himself.  And  during  the  past  three 
months.  Big  Blue's  chairman  has  accept- 
ed resignations  from  some  of  his  high- 
est-level executives,  including  the  two 

KEY  DEPARTURES 


Several  key 
executives 
have  left  IBM, 
raising  anew 
the  question 
of  who  will 


possible  successors,  C.  Michael  Arm- 
strong (page  66)  and  George  H.  Con- 
rades.  In  the  past  six  years,  30  of  the 
company's  officers  have  turned  in  their 
Big  Blue  IDs,  Akers  says. 

The  chairman  also  says  those  depar- 
tures are  simply  business  as  usual  for 
executives  who  have  spent  decades  at 
IBM.  "Very  often,  individuals  look  to  new 
adventures  and  new  opportunities," 
Akers  told  BUSINESS  WEEK.  But  the  res- 
ignations come  amid  unparalleled  up- 
heaval at  Big  Blue:  The  company  in  1991 
posted  its  first  annual  net  loss  ever — 
$2.8  billion.  And  it's  trying  to  shed 
20,000  workers  this  year,  and  perhaps  an 
additional  20,000  next. 
EMPTY  DESKS.  The  goal:  to  turn  the  com- 
puter titan  into  a  federation  of  more-or- 
less  independent  companies.  The  job  is 
barely  begun.  And  as  Akers  works 
away,  he'll  have  to  carry  on  without 
many  of  the  executives  who  rose  with 
him  through  the  ranks. 


1988 

MIKE  MAPLI 

Director  of 
IBM  software 
strategy.  Leaves 
for  Microsoft 


The  latest  defections  are  a  direct  i  ^ 
suit  of  IBM's  Thanksgiving  reorganize 
tion.  Conrades'  resignation,  for  instanc 
comes  after  what  analysts  who  follod 
IBM  call  a  "public  execution"  in  Nover^i 
ber,  when  he  was  sidelined  from  his  po'. 
as  No.  1  U.  S.  marketer.  And  the  resii- 
nation  of  Armstrong,  world  trade  chieft 
to  take  the  top  slot  at  Hughes  Aircra|!' 
Co.  came  after  Akers  warned  him  thi; 
he  was  unlikely  to  win  the  company: 
top  job.  "He  always  wanted  to  run  h 
own  show,"  Akers  says  of  Armstron.': 
"When  it  became  clear  to  me  and  thert 
fore  to  him  that  he  wasn't  going  to  ru 
IBM,  I  agreed  to  tell  him.  And  I  did  thi 
last  fall." 

The  empty  jobs  at  the  top  of  the  cor 
pany — Akers  says  he  isn't  going  to  f: 
Armstrong's  slot — are  all  the  more  stril 
ing  because  of  earlier  departures.  I» 
1991,  Carl  J.  Conti,  ex-mainframe  chie*! 
retired.  Last  year,  too,  Edward  E.  Li 
cente,  a  30-year  IBMer  and  president  c; 


1988 

ALLEN  KROWE 

Executive  vice- 
president  and 
director.  Leaves  | 
forCFOjob 
at  Texaco 


■.rse 


M's  Asian  operations,  was  hired  away 
!  Northern  Telecom  Ltd.,  the  Canadian 
lecominunications-equipment  maker, 
nd  there  are  more  to  come:  Headhunt- 
•s  and  executives  at  competing  compa- 
es  say  they're  aware  of  "hundreds"  of 
M  executives  looking  to  move. 
Many  of  those  who  have  already  left 
ok  advantage  of  the  company's  lucra- 
/e  early-retirement  options,  launched  in 
id-decade  as  the  company's  sales  and 
•ofit  growth  began  to  slow.  Indeed,  IBM 
is  used  the  option  to  cut  60,000  people 
oin  its  payrolls  during  the  past  six 
!ars.  Along  the  way,  the  company  lost 
great  deal  of  experience  and  talent. 
«  THE  DUMPER.'  But  are  things  so  bad 
)w  that  iBMers  are  storming  the  exits? 
r  is  the  new  IBM,  with  its  flattened 
ructure,  simply  a  place  where  old-style 
Mers  feel  uncomfortable?  "John  Akers 
investing  in  the  next  generation  of 
:ecutives,  in  their  mid  to  late  40s,"  says 
jnrades.  "It's  important  that  everyone 
;  pulling  in  harness."  Ex-lBMers  say 
ley're  not  surprised  to  see  the  exodus 
so  much  top  talent.  "Not  everyone 
rrees  with  all  the  strategies  and  tactics 
lat  the  company  is  taking,"  says  John 
Drres,  a  23-year  veteran  who  left  two 
;ars  ago  to  become  general  manager  of 
ataquest/Ledgeway,  a  consulting  com- 
iny.  "After  a  while,  the  fun  goes  out  of 
You  go  through  so  many  reorganiza- 
5ns  that  the  objectives  keep  changing, 
id  you  get  frustrated." 
Akers'  strategy  mainly  calls  for  the 
irporate  equivalent  of  Ultra  Slim-Fast, 
slimmer  company  should  do  better  in 
market  whose  center  of  gravity  is 
lifting  from  high-margin  mainframes, 
M's  core  business,  to  networks  of 
leap,  commodity-like  desktop  comput- 
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//  ',s-  hard  to  recall  a  single  week  when  so 
many  top  execs  took  flight 
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ers.  "The  industry  is  in  the  dumper,  and 
IBM  is  in  the  dumper,"  says  Conrades. 
"We're  playing  in  the  all  the  fastest- 
growing  areas.  We  have  a  [product]  mix 
and  [manufacturing]  capacity  problem. 
But  we'll  work  that  pig  through  the  py- 
thon. Akers  is  bound  and  determined  to 
see  that  through." 

And  that  may  require  new  skills  at  the 
top.  Akers  envisions  his  new  IBM  as  a 
"portfolio  of  companies,"  each  measured 
by  cash-flow  and  return-on-asset  goals. 
To  make  that  work,  financial  skills  more 
than  operational  ones  may  be  required 
of  IBM  executives,  who  in  the  past  have 
been  mostly  salesmen  and  product  man- 
agers. "I  wouldn't  be  shocked  if  the  next 
CEO  is  a  financial  guy,"  says  Rick  J. 
Martin,  a  computer  analyst  at  First  Chi- 
cago Corp.  and  an  ex-IBMer  himself. 

The  question  of  who — or  what — IBM 
needs  at  the  top  clearly  hasn't  been  de- 
cided. But  it  appears  that  the  most  likely 
candidates  to  step  into  Akers'  shoes  are 


the  executives  running  Ili.M's  14  business 
units.  Many  are  vice-presidents  in  their 
mid-40s,  such  as  M.  Bernard  Puckett,  in 
charge  of  a  software  division,  and  Rob- 
ert J.  LaBant,  who  took  over  U.  S.  mar- 
keting from  Conrades.  "I  think  the  peo- 
ple coming  along  now  are  all  more 
highly  skilled  than  the  generations  be- 
fore that,"  Akers  says.  "That's  been 
true  all  the  way  along." 
TRANSFUSION?  Other  possibilities? 
Akers  could  choose  to  stay  on  as  CEO 
beyond  age  60 — a  retirement  age  he 
calls  "not  a  hard-and-fast  rule."  That 
would  give  Akers  more  time  to  realize 
his  far-reaching  but  inevitably  painful 
reorganization.  Having  initiated  the 
changes,  he  may  be  the  right  guy  to  see 
thern  through,  which  will  likely  entail 
closing  factories  and  shedding  tens  of 
thousands  of  additional  employees. 

And  if  Akers  truly  wanted  new  blood,  5 
IBM  could  reach  outside  for  a  CEO — per-  | 
haps  after  the  company  had  become  5 
more  profitable  and  the  work  force  had  < 
grown  accustomed  to  the  new  structure.  ^ 
That  would  be  unprecedented  at  IBM,  § 
which  has  a  long  tradition  of  internal  < 
promotion.  Says  Akers:  "Absolutely  ex-  5 
pect  to  see  people  coming  into  the  busi-  | 
ness  from  professional  ranks  outside." 

Those  outsiders  will  surely  enter  at  a  g 
level  well  below  CEO.  Still,  it's  a  welcome  i 
change  for  some  insiders.  Warns  an  ex-  § 
IB.Mer,  with  17  years  at  the  company:  i 
"Inbreeding  is  stifling  [IBM's]  ability  to  § 
think  any  new  thoughts.  Akers  ought  to  t 
start  hiring  people  that  don't  come  from  s 
the  IBM  school."  As  Akers  knows  better  2 

o 

than  anyone  else,  no  single  person  is  2 
going  to  fix  IBM's  problems  overnight.  s 

By  John  W.  Verity  in  New  York,  with  q 
bureau  reports 
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summer  he  tried  to  buy 
the  studio  and  network 


NOW  PLAYING, 

RUPERT  MURDOCH  IN  JUOCUl 


As  Diller  exits,  the  press  lord  will  turn  his  attention  to  entertainment 


'eith  Rupert  Murdoch  has  rein- 
vented himself  before.  When  his 
k father  died,  he  shelved  his  college 
career  and  political  aspirations  to  take 
over  the  family's  two  small  Australian 
newspapers.  Gradually,  Murdoch  has 
left  the  running  of  his  newspapers  to 
others,  devoting  his  energies  instead  to 
building  News  Corp.  into  a  globe-gir- 
dling empire  of  television  stations,  mag- 
azines, and  book  publishers.  Now,  for 
his  next  act,  Murdoch  intends  to  become 
a  Hollywood  mogul. 

That's  a  big  change,  even  for  Mur- 
doch. But  the  abrupt  Feb.  24  resignation 
of  Barry  Diller,  who  ran  Murdoch's  Fox 
Inc.  studio  and  TV  network,  leaves  him 
small  choice — and  it  may  be  what  he  has 
wanted  all  along.  Shifting  the  focus  to 
Hollywood,  he  told  business  week,  sig- 
nals his  preoccupation  with  the  growth 
potential  of  the  company's  electronic  me- 
dia— which  include  not  only  the  five- 
year-old  Fox  network  but  also  a  British 
satellite-delivered  TV  service.  Murdoch 
also  intends  to  take  over  the  delicate 
task  of  picking  hit  movies.  "Someone's 
got  to  have  the  final  editing  responsibil- 
ity for  picking  the  films,"  he  says. 
"That's  me  now." 

That's  not  to  say  the  new  Fox  chair- 
man will  soon  be  roaming  the  set  of 
Home  Alone  2,  the  .sequel  to  Fox's  fabu- 
lously successful  1990  hit.  A  shy  man  by 


nature,  Murdoch  has  never  been  one  for 
Hollywood  glad-handing.  And  at  least 
for  now,  he  pledges  his  total  faith  in  Joe 
Roth,  the  former  movie  director  who  has 
run  the  studio's  film  unit  for  three  years 
and  who  is  negotiating  a  contract  exten- 
sion. But  Murdoch  has  become  more  in- 
volved with  running  Fox  for  much  of  the 
past  eight  months. 

FOXY  MOVE.  Although  both  Murdoch 
and  Diller  firmly  deny  it,  Hollywood 
types  have  been  whispering  that  the  two 
men  weren't  getting  along.  Diller  is  an 
often  fiery  executive  who  has  been  wide- 
ly credited  with  the  success  of  the  Fox 
network.  But  recently,  say  Fox  insiders, 
Diller  chafed  as  Murdoch  sat  in  on  even 
the  smallest  meetings. 

In  fact,  Diller  and  Murdoch  may  have 
clashed  over  who  would  run  Fox — or 
even  own  it.  Diller  told  BW  that  last 
summer  he  tried  to  buy  Fox  from  Mur- 
doch. What  prompted  such  a  bold  move? 
"I  think  it  was  the  fact  that  he  turned 
50,  and  he  was  tired  of  making  billions 
for  others,"  says  Diller's  friend,  enter- 
tainment mogul  David  Geffen.  Indeed, 
Diller's  track  record,  dating  from  his 
days  as  head  of  both  ABC  network  and 
Paramount  Pictures  Corp.,  is  dotted  with 
moneymaking  successes.  His  next  stop? 
He  is  said  to  be  worth  nearly  $100  mil- 
lion and,  although  he  has  been  rumored 
to  be  looking  at  buying  a  piece  of  the 


NBC  network,  Diller  says  he  hasn't  dec 
ed  yet  what  to  do.  K||JI 

Murdoch  can  concentrate  on  Fox  b  Mj 
cause  his  money  worries  have  ease  »ii 
News  Corp.,  with  its  debt  down  to  abo  ^ 
$7  billion  from  $9  billion,  has  steadied  i 
finances,  despite  having  lost  $305  milli( 
in  the  fiscal  year  ended  last  June  30 
its  most  recent  six  months,  the  compar 
earned  $189.3  million,  an  increase  of  31 
over  the  previous  year. 

News  Corp.'s  TV  operations,  which  i 
elude  the  Fox  network  and  seven  U. 
stations,  were  the  biggest  winner 
Thanks  to  better  ratings  and  tighter  co 
controls,  operating  profits  were  up  te 
fold,  to  $124  million.  And  British  SA:- 
Broadcasting  Ltd.,  the  satellite-deliveipwere 
system,  should  turn  profitable  in  mi 
1992,  after  saddling  News  Corp.  wil 
$600  million  in  losses.  But  the  company 
publications  are  still  suffering  from  tl  fle^' 
general  dearth  of  advertising,  and  Mu 
doch  still  must  worry  about  a  $2.4  billic 
balloon  payment  on  News  Corp.'s  del 
due  in  1994. 

NOT  YET  NATIVE.  Next  On  Murdoch 
agenda  is  expanding  the  Fox  network 
schedule,  where  added  nights  alread 
have  boosted  ratings  by  217'.  He  intenc 
to  offer  seven  full  nights  of  prime-tim 
programming,  up  from  four  now.  H 
also  wants  to  launch  a  cable  channel. 

Murdoch  hasn't  gone  completely  n: 
five,  even  though  he  owns  a  big  house  i  me 
Benedict  Canyon  and  has  been  seen  latftnk 
ly  stepping  out  with  fellow  mogul  Ma 
vin  Davis  and  former  President  Reagai 
"I'll  have  to  admit  the  guys  who  come  1 
work  without  ties  look  darn  comfor 
able,"  he  muses.  "But  I  think  I'll  kee 
my  tie,  thank  you.  Taking  it  off  woul 
be  the  best  way  I  know  to  knock  a  coi 
pie  points  off  my  stock  price." 

By  Ronald  Grover  in  Los  Angel 


iiiose 


mi 


mi 


RELAX,  IT'S 
JUST  NEPTUNE 


Is  it  something  in  the  water?  Som« 
to  do  with  the  stars?  Maybe  it's 
ozone  hole.  Why,  in  the  space  o 
week,  did  five  top  honchos  at  four 
corporations  turn  in  their  washroom 
Who  can  explain  it? 

Try  Joan  Quigley,  the  San  Francis- 
trologer  and  adviser  to  Nancy  Reagai 
blames  Neptune  and  Uranus.  They'rt 
in  a  "lethal"  alignment  that  impacts 
ness  and,  lucky  stars,  comes  around 


'1m 
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ECUTIVE  SUITE 


riME  AND  WARNER  MAY 
low  BECOME  TIME  WARNER 


resident  Levin  is  expected  to  bridge  the  two  cultures 


l^fcWendy  Cole  remembers  her 
W^^M  shock  at  getting  a  phone  call 

Wi^m  in  early  February  from  Ger- 
d  M.  Levin.  The  vice-chairman  of  Time 
arner  Inc.  was  calling  Cole,  a  reporter 
Time  magazine,  to  compliment  her  on 
documentary  film  she  had  directed, 
jle  had  sent  Levin  a  copy  of  the  film  to 
!monstrate  that  Time's  print  journal- 
ts  were  developing  their  talents  in  elec- 
onic  media  as  well.  "It's  really  surpris- 
g  he  called,"  says  Cole. 
That's  putting  it  mildly.  Even  as  he 
latted  with  Cole,  Levin  was  enmeshed 
a  grim  struggle  for  control  of  the 
orld's  largest  communications  compa- 
f.  On  Feb.  20,  after  days  of  frantic 
aneuvering,  Time  Warner  named  Lev- 
president  and  co-chief  executive  offi- 
ir,  replacing  Nicholas  J.  Nicholas  Jr. 
me  Warner  executives  and  directors 
ly  Nicholas,  whose  contract  called  for 
m  to  become  sole  CEO  in  1994,  was 
isted  after  clashing  with  the  Compa- 
q's ailing  co-CEO,  Steven  J.  Ross. 
Those  who  know  him  well  say  it's  no 
irprise  Levin  could  shift  gears  from 
)ardroom  intrigue  to  lauding  the  work 
'  a  junior  staffer.  Colleagues  say  the 
!-year-old  executive  drew  Ross  to  his 
de  and  vanquished  rival  Nicholas  be- 
luse  of  his  ability  to  move  deftly  be- 
/een  roles:  media  executive,  strategist, 
;almaker,  cheerleader.  Most  important, 
stark  contrast  to  Nicholas,  Levin  suc- 
issfully  spanned  the  distinct  corporate 
dtures  of  Time  and  Warner.  "He's  the 


ivery  171  years.  "These  two  planets 
er  can  give  a  great  wallop,"  Quigley 
"We're  in  for  a  difficult  time."  Hold 
our  crystals:  It  won't  end  till  1996. 
It  does  the  ancient  book  of  /  Ching 
After  the  ritual  of  throwing  three 

six  times,  it  points  to  hexagram 
,  called  "After  the  End."  Its  prophe- 
'areers  that  are  at  their  apex  may 
?o  a  transition."  Hmmm.  And  what 

Marilyn  Vos  Savant — who,  with  an 
f  228,  is  said  to  be  the  world's  smart- 
5man?  "It  could  just  be  the  difficult 
Tiic  times,"  she  opines,  "are  making 
I  jittery." 

By  Kathy  Rebello  in  the  Ozone 


bridge  between  the 
two,"  says  Felix  G. 
Rohatyn,  who  advised 
Time  Warner  on  its  re- 
cent alliance  with  Ja- 
pan's Toshiba  Corp. 
and  C.  Itoh  &  Co. 
A  TECHIE.  Now,  with 
Ross  battling  prostate 
cancer,  media  and  en- 
tertainment mavens 
on  both  coasts  are  de- 
bating what  imprint 
this  brainy,  low-key 
executive  will  put  on 
Time  Warner.  Levin 
declined  requests  for 
an  interview. 
But  several  exec- 
utives   say  his 
penchant  for  tech- 
nology will  push 
Time   Warner  fur- 
ther into  such  ven- 
tures as  the  150-chan- 
nel  fiber-optic  cable 
network  it  is  installing 
in  New  York  City.  At 
Time  Inc.,  where  he 
always  worked  on  the 
video  side.  Levin  made  his  name  as  the 
builder  of  Home  Box  Office  Inc. 

Yet  several  executives  say  Levin's  dip- 
lomatic style  may  also  boost  sagging 
morale  among  the  company's  publishing 
employees.  Board  member  Henry  Luce 
III  opposed  forcing  out  Nicholas.  But  he 
nevertheless  supported  Levin,  in  part  be- 
cause of  his  Time  pedigree.  Says  Luce: 
"Jerry  is  a  Time  Inc.  man,  and  I  would 
hope  he  reflects  that." 

Editorial  staffers  think  he  does — far 
more  than  Nicholas  did.  In  a  welcome 
gesture.  Levin  recently  told  Time 
Warner's  magazine  publishers  he  would 
put  the  company's  'Time  Inc.  title  back 
on  its  magazine  and  book-publishing 
unit.  It  had  been  changed  to  Time 
Warner  Publishing.  "This  move  is  a  real 
shot  in  the  arm,"  says  Publishing  Chair- 
man Reginald  K.  Brack  Jr.  Adds  a  se- 
nior Time  correspondent:  "He's  been  a 
better  advocate  for  the  editorial  side 
than  [Editor-in-Chief]  Jason  McManus." 

Home  Box  Office  will  also  have  a 
strong  champion  in  Levin.  HBO  has  been 
struggling  with  the  pay-cable  industry's 
slowing  rate  of  growth  in  recent  years. 
But  with  Levin's  enthusiastic  backing, 
HBO  Chairman  Michael  J.  Fuchs  is  ex- 


;  cvin  is  very  high  on 
L  the  entertainment  side 
of  the  business,  and  he 
isn't  likely  to  tamper 
with  Warner  Brothers, 
which  expects  great 
things  of  Mambo  Kings 


panding  into  South  America  and  Asia. 

If  Fuchs  welcomes  Levin's  active  sup- 
port, Warner's  entertainment  moguls 
like  that  he  stays  out  of  their  way.  Nich- 
olas once  suggested  selling  the  record 
division.  But  Levin  gives  free  rein  to 
Warner  Music  Chairman  Robert  J.  Mor- 
gado.  With  stars  such  as  Natalie  Cole, 
Warner  swept  10  of  12  major  categories 
at  the  Grammy  Awards  on  Feb.  25.  And 
Levin  will  keep  his  hands  off  Warner 
Brothers  Inc.,  the  movie  studio,  which  is 
hoping  for  a  big  '92  with  films  such  as 
Batman  Returns  and  Mambo  Kings. 

The  stiffest  test  of  Levin's  dexterity 
will  be  Time  Warner's  complex  finances. 
The  company  generated  $2.26  billion  in 
cash  flow  in  1991,  on  revenues  of  $12 
billion.  Christopher  Dixon,  a  media  ana- 
lyst at  Paine  Webber  Inc.,  predicts  its 
cash  flow  will  increase  8%  in  1992.  The 
debt-burdened  company  has  breathed 
easier  since  it  raised  $2.7  billion  through 
a  stock  offering  and  $1  billion  more  by 
selling  a  12.5%  stake  in  its  entertainment 
assets  to  Toshiba  and  C.  Itoh.  And 
shareholders  expect  Levin  to  raise  cash 
through  another  alliance,  perhaps  with 
France's  Canal  Plus. 

But  Time  Warner  still  has  $8.7  billion 
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in  debt  to  service.  Levin  will  take  Nicho- 
las' place  in  talks  with  bankers  over 
stretching  out  Time  Warner's  debt  in  ex- 
change for  higher  rates.  The  bankers 
say  they're  comfortable  with  Levin  and 
the  company  hopes  to  come  to  terms 
with  them  by  this  year's  third  quarter. 

Easily  Levin's  biggest  headache  is 
dealing  with  the  persistent  rumors  about 
Ross  himself.  Time  Warner  says  he  is 


responding  to  treatment,  which  sources 
close  to  the  64-year-old  Ross  say  in- 
cludes chemotherapy.  But  there's  some 
question  about  the  true  nature  of  his 
condition.  Cancer  specialists  say  chemo- 
therapy is  a  highly  unusual  treatment 
for  a  cancer  that  is  limited  to  the  pros- 
tate. And  one  major  shareholder  says 
the  timing  of  the  shakeup  was  prompted 
by  fears  about  Ross's  health. 


Whatever  Ross's  prognosis,  Lev 
seems  destined  to  have  full  control  ov^ 
Time  Warner.  But  Ross  can  rest  eas 
knowing  that  with  Levin's  devotion 
technology  and  the  power  of  video,  tl 
new  Time  Warner  will  look  a  lot  like  ti\ 
company  Ross  has  been  dreaming  of. 

By  Mark  handler  m  New  York,  um 
Ronald  Grover  in  Los  Angeles  and  A^d 
Gross  in  Tokyo 


EXECUTIVE  SUITE  I 


AFTER  lACOCCA, 
WHO? 


Clirysler  Vice-Chairman  Miller's  leaving  still  doesn't  resolve  the  issue 


Chrysler  Vice-Chairman  Robert  S. 
Miller  Jr.  has  just  quit  Motown  for 
Wall  Street.  Does  that  mean  Presi- 
dent Robert  A.  Lutz  is  the  undisputed 
front-runner  to  replace  Lee  A.  lacocca 
as  chairman?  No  way.  Says  Miller:  "The 
great  management-succession  race  is 
still  on." 

The  67-year-old  lacocca  has  pledged  to 
step  down  at  the  end  of  the  year,  but 
Miller's  defection  just  means  there's  one 
less  contender  to  succeed  him.  In  a 
statement  m  Feb.  24,  lacocca  confirmed 
that  Miller,  50,  was  "one  of  several  out- 
standing candidates  under  consider- 
ation." He  added  that  the  board's  selec- 
tion process  goes  on.  Lutz  isn't  talking. 
But  Wall  Street  is.  "This  has  gone  on 
way  too  long,"  says  Charles  T.  Freeman, 
a  portfolio  manager  at  Wellington  Man- 
agement Co.  in  Boston,  one  of  the  top  15 
holders  of  Chrysler  shares.  "We  don't 
understand  why  this  appointment  hasn't 
already  been  made." 
HANGING  FIRE.  One  reason  for  the  indeci- 
sion may  be  that  no  one  wants  to  rock 
the  boat  at  a  newly  revitalized  Chrysler 
Corp.  Under  Miller's  direction,  Chrysler 
in  the  past  five  months  has  rebuilt  its 
balance  sheet  by  raising  $1.4  billion 
through  new  share  offerings  and  private 
placements.  Lutz  has  spent  his  time 
completing  development  of 
Grand  Cherokee,  which  goes 
on  sale  in  April,  and  the  LH 
line  of  midsize  sedans,  includ- 
ing the  Concorde,  due  out  this 
fall.  Meanwhile,  cost-cutting 
kept  Chrysler's  fourth-quarter 
operating  losses — $30  mil- 
lion— far  smaller  than  thosi 
of  Ford  Motor  Co.  or  General 
Motors  Corp. 

But  the  succession  issue 
keeps  hanging  over  the  com- 
pany. Miller's  announcement 
that  he  will  join  boutique  in- 


vestment banking  firm  James  D.  Wol- 
fensohn  Inc.  follows  the  June,  1990,  de- 
parture of  Gerald  Greenwald,  another 
financial  guy  who  for  a  long  spell  looked 
like  lacocca's  heir.  "Since  the  board  ap- 
parently can't  come  up  with  a  succession 
policy,  people  with  other  opportunities 
are  going  to  take  them,  rather  than  wait 
and  take  a  chance," 
says  John  A.  Casesa, 
an  analyst  at  Wert- 
heim  Schroder  &  Co. 

Greenwald,  now 
working  at  Wall 
Street's  Dillon,  Read  & 
Co.,  may  still  have  a 
shot  at  Chrysler's  top 
job — particularly  since 
the  board  has  made  it 
clear  it  is  considering 
outside  candidates.  But 
Lutz,  60,  has  the  strongest  claim  to  the 
throne.  A  former  Marine  fighter  pilot,  he 
is  the  car  enthusiast  behind  Chrysler's 
rash  of  new  vehicles.  After  working  in 
Europe  for  G.M,  Lutz  served  as  an  execu- 
tive and  director  for  both  BMW  and  Ford. 
The  multilingual  Lutz  has  a  vast  reser- 
voir of  car  knowledge.  He's  also  a  risk- 


LUTZ  HAS  THE  BEST  CHANCE, 
BUT  HE'S  NO  SHOO-IN 


taker,  although  he  stopped  flying  soi'  j 
after  crashing  a  helicopter  near  hjl ! 
home  in  Ann  Arbor,  Mich.,  last  summe;  i 

Lutz  does  have  certain  liabilities.  Mo;  i  •■ 
pressing  is  his  lack  of  financial  saw;  kPp 
"What  Lutz  cares  about  most  is  makin  ^ 
great  cars,"  says  Casesa.  "He  woul  t»>si 
rather  spend  his  time  making  sure  tl 
powertrain  is  perfect  than  poring  over  Mce 
piece-cost  analysis.  He  needs  a  partm  k  se 
who  will  do  that."  Of  course,  Chrysk  MS, 
could  promote  its  well-regarded  CFO,  J( 
rome  B.  York,  or  go  outside  for  a  •taK 
nance  officer  with  a  high  profile  amon  ;iiicii 
the  banks,  rating  agencies,  and  cred  lionl 
markets.  For  the  time  being,  Chrysk  H  li 
is  leaving  vacant  the  slot  that  Mille  itlai 
holds  as  vice-chairman. 

Lutz's  main  problei 
in  winning  the  top  jo 
though,  may  be  in  ge 
ting  lacocca  to  vacai 
it.  Some  Chrysler  ma 
agers  say  they're  n 
convinced  he'll  actuall 
leave  at  the  end  of  thi 
year — one   has  eve 
gone  so  far  as  to  p 
odds  of  just  60%  on  i 
They  question  whethel 
lacocca  will  give  up  th| 
perks,  his  podium  for  commenting  o  iuio 
national  policy,  and  an  employment  cor  hi 
tract  that  awards  him  62,500  shares  o 
Chrysler  stock  for  every  quarter  hi 
stays  at  the  helm. 

Wall  Street  figures  Chrysler's  boar^yk 
will  have  to  settle  the  issue  soon.  "I 
they  haven't  decided  on  Bob  [Lutz]  b 
the  time  the  annual  shareholder  meetinj 
comes  around  in  May,  that  would  be 
sign  that  Bob's  not  going  to  get  it,"  say  sedt 
John  V.  Kirnan  of  Kidder,  Peabody  <! 

Co.  The  risk,  of  course,  is  tha  n 
Lutz  might  decide  to  move  oi 
if  he  doesn't  land  the  job 
can't  tell  you  how  much  stocljiiiitg 
would  follow  him  out  th 
door,"  says  Joseph  S.  Phil 
lippi,  auto  analyst  at  Lehmai 
Brothers.  Worries  of  that  sor 
may  be  enough  to  make  th< 
board  clarify   its  successioi 
plans  soon — and  then  mak( 
sure  Chairman  lacocca  stick; 
to  them.  4,(1 
By  James  B.  Treece  in  Detroi  ijgj 
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ANT  CLOSINGS  I 


i  'LIVING  HELL' 
N  INDIANA 


/hen  Whitehall  moved  its  painkiller  plant,  it  left  a  lot  of  pain  in  Elkhart 


425 


340 


255 


170 


Ioe  and  Patty  Belew  often  felt  the 
Whitehall  Laboratories  Inc.  factory 
where  they  worked  was  almost  like 
)me.  The  Elkhart  (Ind.)  couple  met 
lere  in  1980  and  married  five  years  ago. 
Last  November,  that  home  broke  up. 
Whitehall,  a  subsidiary  of  American 
ome  Products  Corp.,  closed  the  plant, 
aving  behind  800  workers.  Today,  the 
elews  subsist  on  $248  a  week  in  unem- 
oyment  insurance.  Neither  has  health 
surance,  and  Patty  is  a  diabetic.  De- 
jite  sending  out  100  re- 
imes,  Joe,  49,  can't  find 
ork.  They're  using  their 
isa  card  to  pay  bills,  includ- 
g  medical  costs,  but  they 
ive  only  $500  left  on  their 
•edit  line.  Says  Joe:  "We 
m't  know  what's  going  to 
ippen." 

EAVY  TOIL.  Many  folks  in 
psilanti,  Mich.,  may  feel  the 
ime  way  after  General  Mo- 
)rs  Corp.'s  Feb.  24  announce- 
lent  that  it  would  close  the 
billow  Run  plant  there,  lay- 
ig  off  4,014  workers.  Unlike 
M  workers,  though,  the 
Whitehall  employees  may 
ave  some  recourse  in  the 
)urts.  On  Feb.  26,  they  filed 
$1  billion  federal  suit 
gainst  AHP,  alleging  the  com- 
any  closed  the  plant  and  ille- 
ally  shifted  the  jobs  to  Puer- 
)  Rico  to  enjoy  federal  tax 
reaks.  But  even  if  they  win 
1  court,  the  plant  closing  al- 
3ady  has  exacted  a  heavy  hu- 
lan  toll. 

Gary  Gilbert  landed  a  job  at 
/hitehall  eight  years  ago  af- 
jr  being  laid  off  twice  elsewhere.  He 
lixed  the  ingredients  for  Anacin  aspirin 
nd  made  $35,000  in  a  good  year.  But 
fhen  AHP  announced  in  September, 
990,  that  Whitehall  would  close,  he 
tarted  to  drink  heavily.  "The  last  18 
lonths  has  been  a  living  hell,"  he  says. 
Inable  to  overcome  depression  or  to 
ontrol  his  drinking,  Gilbert,  38,  sought 
reatment.  Although  counseling  helped, 
e's  stuck  with  $5,000  in  medical  bills  he 
an't  pay.  His  wife's  father  is  paying  the 
660  monthly  mortgage.  "I  don't  feel 
ke  a  provider  or  a  husband,"  he  says. 

A  layoff  often  makes  an  already  bad 
ituation  worse.  Finess  Smith  and  her 
lusband  filed  for  bankruptcy  after  they 


took  a  double  hit:  She  lost  her  job  at 
Whitehall  just  when  her  husband's  child- 
support  payments  were  increased  by 
$100  a  week.  Angle  and  Norm  Roll's 
new  marriage  snapped  after  she  lost  her 
job.  "I  got  really  irritable,"  she  admits, 
and  they  separated.  But  they've  gotten 
back  together,  vowing  not  to  allow 
Whitehall  to  ruin  their  marriage. 

The  plant  closing  carried  a  special 
sting  because  jobs  at  Whitehall  seemed 
so  secure.  The  factory  |)roduced  such 


pled  through  the  community.  PVanklin 
Press  Inc.,  a  commercial  printer,  says  it 
lost  20%  of  its  sales  when  Whitehall'left. 

Those  aren't  the  only  statistics  worth 
mentioning.  As  the  recession  struck  Elk- 
hart last  year,  the  Elkhart  Police  Dept. 
and  Indiana  State  Police  say  battery  ar- 
rests jumped  337',  to  427.  Patricia  Bar- 
ber, director  of  Switchboard  Concern,  a 
local  suicide-prevention  hotline,  says  de- 
pression calls  spiked  in  1991  (chart), 
partly  because  of  the  Whitehall  closing. 
Last  year,  the  agency  received  65  calls 
from  suicidal  people,  compared  with  53 
in  1990.  Calls  for  depression  jumped 
1847',  to  460. 

VENGEFUL.  More  telling,  perhaps,  are  the 
calls  that  weren't  made.  Ted  Field,  56, 
grew  morose  after  losing  his  job  of  35 
years.  "He  began  to  sleep  a  lot  more," 
says  Becci  Mossey,  his  daughter.  In  ear- 
art  attack. 


HARD  TIMES 
IN  ELKHART 

CALLS  TO  LOCAL 
MENTAL-HEALTH  HELPLINE 


DEPRESSION    SUICIDAL  FEELINGS 

DAIA;SWITCH60HliOCONC£RK 

COUNTYWIDE  BAHERY 
ARRESTS 
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D*Tt  ELKHART  COUNTY  POLICE 


ANGIE  AND  NORM  ROLL:  HER  LAYOFF  NEARLY  COST  THEM  THEIR  MARRIAGE 


popular  drugs  as  Anacin,  Advil,  and 
Dristan,  and  the  average  tenure  of  the 
work  force  was  more  than  20  years.  The 
Oil,  Chemical  &  Atomic  Workers  Inter- 
national Union,  which  represented  some 
550  Whitehall  workers,  won  successive 
raises,  boosting  the  average  wage  to  $14 
an  hour.  Most  manufacturing  jobs  in 
Elkhart,  a  city  of  45,000,  pay  half  that. 

The  layoffs  have  rent  Elkhart's  social 
and  economic  fabric.  Elkhart  County's 
unemployment  rate  jumped  to  77^  in  De- 
cember "from  6.27  in  November,  when 
the  final  300  workers  hit  the  streets. 
Fewer  than  half  the  laid-off  workers 
have  found  jobs.  And  the  economic  im- 
pact of  the  Whitehall  shutdown  has  rip- 


"He'd  never  been  sick,"  says  Mos.sey.  "I 
think  losing  his  job  killed  him." 

Former  Whitehall  workers  hope  to  ex- 
act a  measure  of  revenge  in  the  courts. 
AHP  maintains  that  it  didn't  violate  U.  S. 
or  Puerto  Rican  laws  that  prohibit  com- 
panies from  closing  plants  on  the  main- 
land to  take  advantage  of  tax  breaks  in 
Puerto  Rico.  The  Elkhart  plant,  an  AHP 
executive  says,  was  an  inefficient  opera- 
tion closed  during  a  restructuring. 
That's  a  common  corporate  explanation 
these  days.  Will  Elkhart's  post-shutdown 
experience  become  just  as  common? 
That's  something  the  people  of  Ypsilanti 
will  have  to  worry  about. 

By  Kevin  Kelly  in  Elkhart,  Ind. 
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WHY  THE  UN-CANDIDATES 
COULD  UNRAVEL 


For  Buchanan  and  Tsongas,  it's  do  or  die  in  Mar.  3  primaries 


Just  a  few  heady  days  ago,  they  were 
the  "un-candidates,"  straight-talking 
insurgents  who  wowed  the  pohtical 
Estabhshment  with  breal\throughs  in 
New  Hampshire.  But  for  Republican 
Patrick  J.  Buchanan  and  Democrat  Paul 
E.  Tsongas,  it's  reality  time.  Battling  fa- 
tigue, a  cash  crunch,  and  a 
crowded  campaign  calendar, 
the  heroes  of  New  Hamp- 
shire are  now  struggling  for 
survival  against  better-orga- 
nized rivals. 

Will  the  un-candidates  un- 
ravel? The  stress  cracks  that 
have  doomed  many  an  underdog  effort 
are  starting  to  appear,  as  both  men  zig- 
zag across  the  country  in  a  frantic 
search  for  campaign  donors  and  media 
attention.  Tsongas,  whose  cash  need  is 
greater  than  Buchanan's,  is  running  the 
hardest.  In  recent  days,  he  has  raced 
from  New  Hampshire  to  fund-raisers  in 
Tampa  and  New  York  City's  Astoria  dis- 
trict, where  he  put  the  touch  on  his  fel- 
low Greek-Americans  (page  45). 
'MINI-SUPER  TUESDAY.'  For  Tsongas  and 
Buchanan,  the  Mar.  .3  primaries  in  Geor- 
gia and  Maryland  are  more  than  a  pre- 
view of  the  big  Mar.  10  round  of  South- 
ern contests.  They  may  determine  if 
either  man  is  a  serious  Presidential  con- 


tender. "Mar.  3  is  shaping  up  as  a  mini- 
Super  Tuesday,"  says  Democratic  strate- 
gist Mark  Siegel.  "Bush  hopes  that  his 
Southern  fire  wall  will  save  him  in  Geor- 
gia. If  Clinton  isn't  perceived  as  'win- 
ning' Georgia,  the  confidence  that  he'll 
sweep  the  South  vanishes.  And  Mary- 
land is  a  do-or-die  test  for 
Tsongas.  If  he  loses,  he  be- 
comes just  another  one-shot 
regional  candidate." 

Consider  Buchanan,  the 
man  with  the  golden  lip.  In 
New  Hampshire,  he  had  the 
benefit  of  a  rotten  economy 
and  a  month  of  door-to-door  campaign- 
ing. His  core  support  came  from  hard- 
right  Republicans  and  Bush-bashing  in- 
dependents. To  further  tilt  the  odds, 
there  was  the  support  of  the  righter- 
than-thou  Manchester  Union-Leader. 
In  Dixie,  it's  another  story.  George 


Only  50  supporters  showed 
up  for  one  $500-a-plate 
Buchanan  fund-raiser 
in  an  Atlanta  suburb 


Bush  partisans  have  organized  Georgu 
to  the  hilt.  "Our  steering  committee  hfis 
everybody  on  it — Bob  Dole  supporter 
Jack  Kemp  supporters,  even  Pat  Rober 
son's  brother,"  notes  Bush  state  cari) 
paign  Chairman  Fred  Cooper.  "A  mef 
sage  was  sent  in  New  Hampshire.  ll 
Georgia,  we're  saying  that  continuing 
send  it  can  only  damage  the  President 

To  underscore  that  point,  the  Whi 
House  is  wheeling  out  such  conserv 
fives  as  Vice-President  Dan  Quayle  a: 
Housing  Secretary  Jack  F.  Kemp.  Evi 
House  GOP  Whip  Newt  Gingrich,  a  scatllff'"' 
ing  critic  of  Bushian  economics,  f- 
stumping  Georgia  for  Bush. 

The  President  himself  plans  two  Geol; 
gia  visits.  And  he  has  approved  tough  T 
spots  that  attack  Buchanan's  opposition 
to  the  Persian  Gulf  war.  "In  a  regio* 
that  strongly  supports  the  military,  Bi'; 
chanan  is  going  to  be  hurt  by  his  wa| 
stance,"  says  Tony  Denny,  Bush's  soutli 
ern  regional  coordinator.  jl 
MISSING  MAGIC.  Although  a  Feb.  24 
poll  shows  Bush  leading  him  by  63%  t 
277<  in  Georgia,  Buchanan  isn't  awed  b 
the  firepower  arrayed  against  him.  He' 
blitzing  the  state  in  a  shop-worn  Convai 
turboprop,  taking  his  campaign  to  Ai 
gusta,  Atlantii's  bustling  suburbs,  an 
the  hill  country  pockets  that  are  home  t 
the  "Bubba"  vote. 

But  the  magical  inspiration  of  Ne\ 
Hampshire  seems  oddly  missing.  On 
recent  foray  into  the  North  Georgi; 
hamlet  of  Ellijay,  Buchanan  forgot  t 
scribble  down  an  education  speech 
time  for  an  appearance  at  a  loca 
school— and  met  Georgians  reluctant  t 
abandon  Bush.  Buchanan  is  "telling  u 
what  we  want  to  hear,"  said  Jack  Ban 
dy,  who  runs  an  Atlanta  investment 
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ounseling  firm  and  made  the  trek  to 
lllijay  to  hear  Buchanan's  pitch.  "Pat's 
n  idealist  who  is  trying  to  get  us  back 
)  what  made  our  country  great,"  he 
oncludes.  As  for  a  vote?  "Just  looking." 

Nor  did  Buchanan  find  the  going  easi- 
r  when  his  caravan  rolled  into  the  pros- 
erous  Atlanta  neighborhood  of  Buck- 
ead.  Only  about  50  fans  showed  up  for 

$500-a-plate  fund-raiser.  And  at  a  light- 
I  attended  rally  at  a  nearby  hotel,  staff- 
rs  had  to  tell  the  faithful  that  the  Bu- 
hanan-for-President  buttons  they 
wanted  were  "on  order." 

Despite  his  campaign's  disorganiza- 
on,  Buchanan  still  can  count  on  such 
artisans  as  Lyle  Shira,  a  Delta  Air 
lines  Inc.  pilot  and  Coweta  County  GOP 
hairman.  Shira  is  supporting  Buchanan 
because  the  Republican  Party  has  to 
band  for  something  other  than  cutting 
ackroom  deals  with  the  Democrats  in 
longress.  President  Bush,"  Shira  feels, 
just  doesn't  have  the  convictions." 

Up  north  in  Maryland,  un-Democrat 
'songas  is  finding  the  footing  equally 
reacherous.  Despite  Tsongas'  predic- 
ons  of  a  strong  Maryland  showing — he 
ads  Arkansas  Governor  Clinton  337f  to 
%7'  in  a  new  poll — Clinton  swooped  into 
laltimore  on  Feb.  22  and  snagged  en- 
orsements  from  top  congressional 
•emocrats  and  black  leaders.  Since 
lacks  make  up  23%'  of  the  Maryland 
lectorate,  the  raid  seemed  to  strike 
t  one  of  Tsongas'  chief  weaknesses: 
[is  probusiness  pitch  appeals  far  more 
3  well-heeled  suburbanites  and  inde- 
endents  than  it  does  to  traditional 
>emocrats. 

.OOSE  CANNON.'  A  border  state,  Mary- 
md  has  upscale  demographics  that 
lake  it  a  lot  more  like  Connecticut  than 
s  Southern  cousins.  That  should  pro- 
ide  fertile  ground  for  Tsonganomics, 
ut  the  former  Massachusetts  senator 
as  been  listless  in  campaign  appear- 
nces  in  Annapolis  and  the  Washington 
uburbs.  And  an  unexpected  endorse- 
ment from  William  Donald  Schaefer,  the 
tate's  controversial  governor,  is  a 
lixed  blessing.  "Schaefer's  popularity  is 
1  the  20s,  and  he's  a  loose  cannon  to 
cot,"  says  a  veteran  state  pol.  "Tson- 
as  will  have  to  keep  him  quiet  or  suffer 
be  backlash." 

The  pros'  predictions  for  Georgia  and 
laryland?  Bush  wins  big  in  the  Peach 
tate.  Clinton  also  scores.  But  Tsongas 
nd  a  Medal-of-Honor-brandishing  Bob 
Lerrey,  fresh  from  his  victory  in  the 
'eb.  25  South  Dakota  primary,  cut  into 
is  tally.  And  in  Maryland,  Tsongas 
lods  to  a  narrow  victory  that  doesn't 
uite  give  him  the  national  lift  he  seeks. 
)r  so  the  pundits  say.  But  then,  who's 
razy  enough  to  listen  to  pundits  in  this 
opsy-turvy  election  year? 

By  Lee  Walczak  in  Bethesda.  Md.,  and 
^huck  Hawkins  in  Ellijay,  Ga. 


Commentary/by  Howard  Gleckman 

WASHINGTON'S  BRAWL  OVER  TAXES 
IS  MOSTLY  SHOW  BIZ 


The  rhetoric  coming  out  of  Wash- 
ington these  days  is  downright 
torrid.  A  barnstorming  President 
Bush  warns  voters  that  the  Democrats 
plan  to  "raise  your  taxes"  and,  in 
words  eerily  reminiscent  of  his  "read 
my  lips"  vow,  threatens  to  veto  any 
legislation  that  increases  tax  rates. 
Congressional  Democrats,  meanwhile, 
puff  themselves  up  and  charge  that 
the  President  has  abandoned  the  mid- 
dle class  in  favor  of  wealthy  Ameri- 
cans. "He  showers  the  rich  with  tax 
breaks  of  tens  of  thousands  of  dollars, 
while  the  middle  class  takes  a  bath," 
says  House  Ways  &  Means  Committee 


Chairman  Dan  Kostenkuwski  (D-IIL). 

Treasury  Secretary  Nicholas  F.  Bra- 
dy describes  the  conflict  as  a  "clash  of 
values"  between  Democrats  and  Re- 
publicans. It  is  no  such  thing.  There's 
barely  a  dime's  worth  of  difference  be- 
tween these  competing  "economic  re- 
covery" plans.  Both  would  provide 
modest  incentives  for  capital  invest- 
ment. Both  would  give  a  few  bucks  to 
the  real  estate  industry. 
FANFARE.  The  Democrats  want  to  cut 
taxes  a  bit  for  the  middle  class.  In  his 
State  of  the  Union  address.  Bush  also 
proposed  a  modest  tax  cut  for  workers. 
The  only  difference:  Democrats  would 
raise  rates  on  the  wealthy,  while  the 
President  would  tax  the  rich  less  di- 
rectly, with  proposals  such  as  in- 
creased levies  on  annuities  and  higher 
medicare  premiums  for  wealthy  retir- 
ees. Lately,  Bush  has  wandered  away 
from  both  the  tax  cut  and  the  offset- 
ting revenue-raisers.  But  no  matter. 
Neither  plan  has  a  real  impact  on  the 
overall  tax  burden  or  the  economy. 

So  why  are  the  two  sides  insisting 
that  they're  poles  apart  on  fiscal  poli- 


cy? Craven  politics.  The  White  House, 
harassed  by  primary  challenger  Pat- 
rick J.  Buchanan,  wants  to  portray 
Bush  as  tough  on  taxes.  So,  when  Con- 
gress sends  him  a  bill  that  includes  a 
tax  hike,  the  President,  with  great  fan- 
fare, will  veto  it.  The  White  House 
hopes  that  v/ill  stifle  Buchanan's  criti- 
cism of  Bush  as  a  "tax  and  spend" 
President,  and  put  the  heat  back  on  the 
Democrats.  "This  one,"  says  one  Bush 
strategist,  "is  a  winner." 

But  Democrats  are  betting  the 
White  House  strategy  is  wrong.  So 
they're  in  the  process  of  loading  their 
tax  bill  with  all  sorts  of  goodies,  even 
including  a  modest  stab  at 
health  care  reform  (page  45). 
And  they're  ready  to  accuse 
Bush,  after  his  veto,  of  killing  a 
tax  cut  for  average  working 
Americans  to  protect  his  rich 
pals.  Congressional  Democrats 
believe  that  tax  fairness  was  a 
powerful  political  message  in 
1990,  and  they  are  convinced  it 
will  remain  so  in  1992. 
ROUND  TWO.  All  hyberbole  aside, 
this  tax  debate  has  the  same  hol- 
low ring  as  last  year's  pitched 
battle  over  affirmative  action. 
There  was  virtually  no  differ- 
ence between  the  "compromise" 
1991  Civil  Rights  Act  that  Bush  signed 
and  the  Democratic  proposal  that  he 
denounced  as  a  "quota  bill."  But  the 
White  House  felt  that  the  running  bat- 
tle with  Congress  served  the  Presi- 
dent's political  interests.  Washington  is 
playing  the  same  game  today.  All 
thought  of  passing  a  bill  that  might 
help  the  economy  has  long  since  been 
lost.  The  only  goal  now  is  finding  a 
message  that  works  at  the  polls. 

Some  politicians  have  their  doubts 
about  the  strategy.  Democratic  Presi- 
dential candidate  Paul  E.  Tsongas  has 
publicly  blasted  both  bills.  And  private- 
ly, a  few  strategists  in  the  Administra- 
tion and  on  Capitol  Hill  worry  that 
their  game  of  fiscal  chicken  will  back- 
fire. A  White  House  aide  frets  that  the 
expected  veto  of  a  middle-class  tax  cut 
"may  not  be  an  easy  sell"  to  voters. 

Then  there  are  those  lawmakers  who 
fear  that  a  backlash  against  Washing- 
ton gamesmanship  will  hurt  both  Bush 
and  Congress  come  November.  "What 
worries  me,"  says  one  House  Demo- 
crat, "is  that  voters  are  going  to  get  us 
all."  He  may  be  right. 


BUSINESS  WEEK/MARCH  9,  1992  35 


Why  its  important  to 
have  a  business  banker  who 
anticipates,  as  opposed  to 
one  who  merely  reacts. 


The  problem  we're  alluding  to  here  is  looking  you  right  in  the  face.  When  certain 
events  are  set  in  motion,  you  might  not  have  the  time  you  need  to  react  properly. 

In  boxing,  that  means  you  could  be  punched,  very  hard,  right  on  the  nose.  In 
business  that  means . .  .well. .  .suffice  to  say  that  the  consequences  are  likely  to  be  somewhat 
more  devastating.  That's  where  we  step  into  the  ring. 

With  Continental  Bank  in  your  corner,  you've  got  a  seasoned  fighter  who's  focused 
solely  on  business.  Focused  on  custom-tailoring  relationships.  And  perhaps  most  important, 
focused  on  anticipating  what  lies  ahead. 

That  way  we  will  not  only  help  you  duck  punches,  we  will  prevent  them  from  ever 
being  thrown.  Wliile  even  throwing  a  few  of  our  own. 

In  fact,  we're  so  eager  to  show  you  how  this  analogy  works  in  the  real  world,  we'll  be 
calling  you  in  the  very  near  future. 

Who  knows.  It  just  might  be  the  one  time  in  your  financial  life  you  were  saved  by  the  bell. 

@  Continental  Bank 

Anticipating  the  needs  of  business." 
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EDUCATION  I 


TINA  YALEN  WON  A  RAISE  BUT  HAD  TO  "KEEP  A  LOW  PROFILE  TO  MINIMIZE  RESENTMENT' 


MERIT  PAY  FOR  TEACHERS 
MAY  NOT  HAVE  MUCH  MERIT 


Although  a  favorite  reform  with  the  candidates,  it's  getting  low  marks 


When  it  comes  to  education  re- 
form, some  Republicans  and 
Democrats  don't  disagree 
much.  President  Bush  and  Democratic 
challengers  Paul  E.  Tsongas  and  Arkan- 
sas Governor  Bill  Clinton  want  to  inject 
such  free-market  notions  as  competition 
into  the  nation's  schools.  One  pet  idea  all 
three  embrace:  "merit  pay,"  a  scheme 
that  bases  teachers'  salaries  on  class- 
room performance. 

To  skeptics,  the  politicians'  positions 
are  cause  for  concern.  They  say  merit 
pay  is  one  idea  from  the  real  world  that 
flunks  in  academia.  Its 
funding  often  is  uncer- 
tain. It  has  few  advo- 
cates beyond  the  teach- 
ers who  receive  the 
bonuses.  And  merit  pay 
is  foreign  to  the  egali- 
tarian teaching  culture. 
"It  engenders  resent- 
ment," says  an  Amer- 
ican Federation  of 
Teachers  spokesman. 

The  Presidential  con- 
tenders need  look  no 
further  than  Washing- 
ton neighbor  Fairfax 
County,  Va.,  to  see  why 
incentive-pay  schemes 
are  no  panacea.  County 


school  officials  there  had  to  take  drastic 
action  when  they  ran  into  problems  with 
their  $1.2  billion  budget.  On  Feb.  18,  the 
board  suspended  merit  payments  due 
2,100  of  the  system's  9,000  teachers  rath- 
er than  lay  off  374  of  them. 
MIXED  RESULTS.  Other  school  districts 
are  taking  a  critical  look  at  merit-pay 
programs,  too.  When  North  Carolina's 
budget  woes  forced  it  to  make  tough 
choices  in  1991,  it  slashed  merit  pay.  And 
despite  repeated  requests  by  state  edu- 
cation officials  in  Ohio,  the  legislature 
has  never  ponied  up  cash  for  a  full- 
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MERIT  PAY;  BARELY  MAKING  THE  GRADE 

ARIIONA  In  1985,  the  state  put  $100,000  into  its  program.  Current  funding  is 
$21.1  million 

MISSOURI  Despite  a  state  financial  crunch,  the  state's  career-ladder  program 
funding  will  reach  almost  $19  million  this  year,  up  from  $2.6  million  in  1986 

NORTH  GIROIINA  The  state  launched  a  career-ladder  system  In  1984  with  $12 
million.  That  was  a  bust.  Now,  it  puts  $38  million  into  a  bonus  pool 

OHIO  In  1 990,  the  state  put  $2  million  into  a  one-year  pilot  program,  then  ended 
it  because  of  a  budget  crunch 

TENNESSEE  The  state  spends  $100  million  on  its  career-ladder  program,  up  from 
$62  million  in  1985.  But  it  hasn't  measured  the  effect  on  students 

TEXAS  Its  career-ladder  program  pulled  in  $300  million  in  state  funds  this  year 

UTAH  Its  career-ladder  scheme  grew  from  $15.2  million  in  1984  to  $41  million 


fledged  program  there.  "The  proble!|' 
has  always  been  funding  . . .  and  evalu 
tion  systems  for  merit  pay,"  says  Ohi 
Assistant  Superintendent  Robert  Moon 

Merit-pay  advocates  say  that  impro' 
ing  the  teaching  corps  is  an  importar 
first  step  to  pulling  the  country's  school 
out  of  their  tailspin.  Yet  in  states  sue 
as  Tennessee  and  Utah,  which  hav 
longstanding  merit-pay  programs,  t' 
results  are,  at  best,  mixed.  Tennessi 
officials  don't  link  any  rise  in  stude 
test  scores  to  merit  pay.  In  Utah,  Am 
W.  Hart,  an  associate  dean  in  the  Unj 
versify  of  Utah's  graduate  school  of  ed 
cation,  says  instruction  and  curriculu: 
have  improved,  but  "there's  no  evidem 
that  merit  pay  has  an  impact  on  kids. 

There's  another  problem,  too.  Mer: 
pay  in  Utah,  as  it  often  is  elsewhere, 
part  of  a  "career  ladder"  program  th 
rewards  teachers  for  self-improvemen 
not  improved  student  performance.  B 
the  $41  million  program  may  not  encou 
age  teachers  to  brush  up  their  skill: 
"Teachers  are  not  counting  on  it  becaus 
it's  a  special  appropriation  every  year. 
Hart  says. 

CULTURE  CLASH.  In  other  states,  ther 
are  complaints  about  how  merit  pay  i 
awarded.  A  North  Carolina  pilot  projec 
had  outsiders  sit  in  on  classes  thre 
times  a  year  to  review  teachers.  W 
Glenn  Keever,  a  spokesman  for  th 
state's  Public  Instruction  Dept.,  say 
teachers  complained  that  reviews  wen 
subjective  and  bad  teachers  just  cleane 
up  their  act  during  the  evaluation. 

Perhaps  the  biggest  obstacle,  thoug 
is  the  conflict  between  merit  pay  and  th- 
teaching  culture,  which  often  depends  o; 
teamwork.  By  producing  a  less  egalitar: 
an  pay  scale,  merit  raises  can  deeplj 
divide  teaching  staffs,  as  happened 
Fairfax  County.  "We  were  told  from  th- 
start  to  keep  a  low  profile  to  minimize 
resentment,"  says  Fairfax  County  socia 
studies  teacher  Tina  Yalen. 
To  get  around  merit  pay's  problems 
some  states  are  optinj 
to  reward  improved  pei 
formance  for  whoh 
schools  with  lump  sum; 
that  can  be  used  fo 
nearly  any  purpose. 

The  bottom  line?  I 
the  Presidential  candi 
dates  really  want  t( 
help  cure  the  nation' 
ailing  schools,  they  ma 
have  to  do  a  little  more 
homework. 

By  Christina  Del  Vail,  jjpjj 
in  Washington,  witi  jijefj 
Sandra  D.  Atchison  ii 
Denver,  Walecia  Konrai 
in  Atlanta,  and  bureai 
reports 


DATA:  SOUTHERN  REGIONAL  EDUCATION  BOARD,  BW 
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SAL  AFFAIRS  I 


HE  MAN  WHO 

HOPPED  UP  THE  MILKEN  MESS 

ow  Judge  Pollack's  learned  hand  ended  the  haggling 


i^kghen  the  Securities  &  Ex- 
^^Bv  change  Commission  filed  its 

WB^m  massive  securities  fraud  suit 
jainst  Michael  R.  Milken  in  1988,  his 
wyers  tried  to  get  U.  S.  Judge  Milton 
)llack  off  the  case.  They  accused  Pol- 
ek  of  conflict  of  interest,  pointing  out 
at  his  wife  stood  to  make  $30  million 
a  leveraged  buyout  of  a  family  retail 
lain  financed  by  Milken  employer 
rexel  Burnham  Lambert  Inc.  When 
)llack  refused  to  step  aside,  Milken's 
wyers  took  their  appeal  all  the  way  to 
e  U.  S.  Supreme  Court. 
The  high  court  refused  to  take  the 
,se,  and  Pollack  stayed  put.  Now,  Mil- 
in's  lawyers  are  set  to  announce  the 
lal  details  in  a  $1.3  billion  settlement 
'  9,000  civil  claims  filed  by  the  Federal 
eposit  Insurance  Corp.  and  investors 
rainst  the  high  felon  of  junk  finance, 
le  pact,  which  marks  the  end  of  the 
rexel  saga,  forces  Milken  to  put  in 
m  million.  That's  on  top  of  the  $400 
illion  he  had  already  agreed  to  pay  to  a 
stitution  fund  as  part  of  his  plea  bar- 
lin  with  the  federal  government, 
ough  it  still  leaves  him  with  hundreds 
'  millions  in  assets.  The  remaining  $400 
illion  will  come  from  Drexel-related  in- 
!Stment  partnerships  and  insurers.  Be- 
ire  signing  off.  Pollack  hired  a  former 
vestment  banker  to  make  sure  Milken 
as  good  for  his  share. 
OUR  DE  FORCE.'  Nearly  everyone  in- 
)lved  in  the  case  had  reason  to  settle, 
ilken,  for  one,  surely  wanted  to  avoid  a 
iblicity-heavy  trial.  But  it  was  Pollack, 
ore  than  anyone  else,  who  finally  got 
le  deal  done.  His  strategy:  unorthodox 
aneuvering  and  some  strong-arming, 
rie  can  stare  you  down,"  says  Ira  M. 
^illstein,  a  partner  at  the  New  York  law 
rm  of  Weil,  Gotshal  &  Manges,  who 
jgotiated  the  deal  for  Drexel. 
The  85-year-okl  judge  says  settling  the 
'ilken  cases  is  the  "tour  de  force"  of  a 
ireer  that  includes  38  years  as  a  trial 
.wyer  and  25  years  as  a  judge  on  the 
.  S.  District  Court  in  Manhattan.  His 
me  on  the  bench,  plus  his  experience  in 
icurities  law,  allowed  him  to  wrap 
lings  up  quickly,  say  lawyers  involved. 
Pollack  didn't  have  to  learn  the  Drexel 
asiness,"  says  Millstein.  "He  knew  it." 
Indeed,  by  the  time  the  SEC  brought 
s  case  before  Pollack,  he  was  every- 
ling  the  Milken  camp  feared  in  a  judge, 
ollack  was  regarded  as  a  forceful  jurist 
'ho  tended  to  favor  the  government  in 


securities  fraud  cases. 
Worse,  Milken's  top  law- 
yer, Arthur  L.  Liman,  had 
tangled  with  Pollack  be- 
fore. In  the  late  1970s,  af- 
ter a  protracted  takeover 
i)attle  between  Chris-Craft 
Industries  and  Piper  Air- 
craft Corp.,  Pollack  award- 
ed Liman's  client,  Chris- 
Craft,  a  disappointing  $3 
million.  Liman  persuaded 
an  appeals  court  to  up  the 
award  to  $36  million,  but 
the  Supreme  Court  agreed 
with  Pollack  and  reversed 
the  decision. 

APRIL  FOOL.  Pollack's  an- 
gling to  settle  the  Milken 
claims  began  a  year  ago, 
when  he  seized  control  of 
the  Drexel  bankruptcy.  He 
quickened  the  pace  of  the 
settlement  talks  by  threatening  to  turn 
the  bankruptcy  reorganization  into  a  liq- 
uidation. By  May,  Pollack  had  gotten  the 
army  of  bankruptcy  lawyers  to  agree  to 
a  tentative  pact.  A  key  component  of  the 
deal  was  an  injunction  barring  future 
Drexel-related  securities  fraud  suits  by 
private  individuals  against  Milken,  for- 
mer Drexel  employees  with  partnership 
stakes,  and  others. 

There  was  one  hitch:  To  get  the  bene- 
fit of  the  injunction,  Milken  and  the  oth- 


POLLACK:  DEFT  STRATEGY 
—AND  STRONG-ARMING 


er  defendants  had  to  settle  the  civil  suits 
before  Drexel's  plan  was  confirmed.  A 
scheduled  Mar.  5  confirmation  hearing 
on  the  Drexel  plan  gave  Pollack  the 
opening  he  needed  to  push  a  civil  settle- 
ment. As  an  added  incen- 
tive, he  set  an  Apr.  1  trial 
date  for  one  case — months 
earlier  than  the  lawyers 
wanted. 

Pollack's  most  success- 
ful strategy  may  have 
been  his  most  unorthodox. 
Normally,  judges  are 
barred  from  talking  about 
cases  with  some  of  the  par- 
ticipating lawyers  and  not 
others.  Here,  Pollack  got 
all  the  lawyers  to  agree 
from  the  start  that  his 
door  would  always  be  open 
for  private  chats,  as  well 
as  for  resolving  impasses. 
The  move  not  only  helped 
Pollack  understand  every- 
one's problems  but  also 
turned  the  judge  into  a  key 
player.  Liman  observes: 
"He  was  indispensable." 

Some  parties  charge  that 
Pollack  pushed  a  deal  that 
favors  Milken  and  his  in- 
ner circle.  "Everyone  who 
is  not  in  the  top  group  is  incensed  by 
this  whole  process,"  says  one  defendant. 

Still,  the  litigation  has  been  side- 
stepped. Now,  Milken  is  turning  his  at- 
tention to  getting  out  of  jail.  A  hearing 
on  reducing  his  10-year  sentence  could 
come  this  spring.  Milken  partisans  are 
hoping  that  the  billion-dollar  pact  will 
help  convince  the  sentencing  judge  that 
the  financier  deserves  a  break.  Pollack's 
imprimatur  on  the  deal  won't  hurt. 

By  Michele  Galen  in  New  York 


EXECUTIVE  PAY  I 


GRAEF  CRYSTAL:  IS  HE  PAUL  REVERE 
OR  BENEDICT  ARNOLD? 


The  executive-pay  critic  is  under  a  furious  attack  from  boardrooms 


aiding,  stocky,  and  disheveled, 
Graef  S.  Crystal  hardly  seems  cut 
'out  for  celebrity.  Yet  through  his 
appearances  on  60  Minutes,  ABC  News 
Nightline,  and  Good  Morning  Ameri- 
ca ,  the  gadfly  and  guru  of  executive  pay 
is  getting  more  publicity  these  days  than 
some  who  would  be  President. 

A  witty  business-school  professor, 
"Bud"  Crystal  is  also  incurring  the 
wrath  of  a  seemingly  endless  parade  of 
chief  executives,  corporate  lawyers,  and 
pay  consultants.  The  heat  he's  generat- 
ing helped  get  him  fired  on  Feb.  24  from 


his  job  as  columnist  for  Financial 
World  magazine.  Moans  Crystal:  "I 
sense  that  people  are  starting  to  play 
hardball,  and  they  are  totally  unforgiv- 
ing about  anything  I  do." 
'FEEDING  FRENZY.'  Why  the  furor?  Be- 
cause in  an  election-year  recession,  exec- 
utive pay  suddenly  has  become  a  hot 
political  issue — in  part  because  of  Crys- 
tal's agitation.  It's  an  ironic  turnabout 
for  a  consultant  who  for  years  strode 
into  boardrooms  to  justify  ever-higher 
compensation  for  the  boss. 
Crystal,  57,  jokes  about  his  "crossing 
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the  street,"  but  few  others  are  laughing. 
Some  go  so  far  as  to  blame  him  for  the 
media's  widespread  coverage  of  the  is- 
sue, for  pending  congressional  legisla- 
tion to  limit  executive  pay,  and  for  a 
Securities  &  Exchange  Commission 
crackdown  on  pay  practices  at  public 
companies.  "He's  an  egomaniac," 
grouses  Louis  J.  Brindisi  Jr.,  a  pay  con- 
sultant in  New  York.  "He  has  created  a 
feeding  frenzy,  and  he  has  opened  the 
floodgates  for  the  lunatics  to  get  in- 
volved in  executive  pay." 

Even  big-name  lawyers  Martin  Lipton, 
of  Wachtell,  Lipton,  Rosen  &  Katz,  and 
Ira  M.  Millstein,  of  Weil,  Gotshal  & 
Manges,  have  joined  the  harsh  chorus. 
Lipton  has  circulated  a  paper  on  compen- 
sation that  he  says  "exposes  the  falla- 
cies" of  the  consultant's  conclusions. 
Millstein  has  charged  that  Crystal  un- 
fairly singled  out  client  Champion  Inter- 
national Corp.  Chief  Executive  Andrew 
C.  Sigler  as  an  overpaid  executive.  Rath- 
er than  respond  to  Millstein's  complaint 
privately,  as  the  lawyer  hoped.  Crystal 
retorted  that  he  would  report  on  it  in  his 
newsletter.  "Bud's  contentious,"  says 
Millstein.  "He  decided  to  make  this  the 
cause  celebre  of  the  century." 
UNFAZED.  What  makes  the  adjunct  pro- 
fessor at  the  University  of  California  at 
Berkeley  so  threatening  is  his  intimate 
knowledge  of  pay  practices  and  the  stri- 
dency he  brings  to  the  debate.  The  latest 
brouhaha  over  his  dismissal  at  Finan- 
cial  World  was  spurred  partly  by  com- 
plaints from  Phelps  Dodge  Corp.  Chief 
Executive  Douglas  C.  Yearley.  He  was 
miffed  when  Crystal  overstated  his  pay 
last  year  by  $3  million.  Crystal  concedes 
he  mistakenly  credited  the  executive 
with  59,000  shares  of  restricted  stock 
instead  of  the  5,900  Yearley  received. 
Yearley  hired  former  New  York  Times 
chief  counsel  James  Goodale  to  demand 
a  retraction  from  Fiticnieial  World .  The 
magazine  complied.  Crystal  also  publicly 
apologized  to  Yearley  at  a  mid-January 
conference  at  Northwestern  University. 

Yet  the  incident,  confirms  FW,  eventu- 
ally led  to  Crystal's  ouster.  "Bud  does 
things  that  would  be  considered  inflam- 
matory, and  it  probably  didn't  help  his 
cause,"  says  Douglas  A.  Mclntyre,  presi- 
dent of  Financial  World.  It's  not  Crys- 
tal's first  run-in  at  a  magazine.  Only  last 
June,  he  quit  a  similar  job  at  Fortune 
after  alleging  editorial  interference  over 
his  conclusion  that  Steven  J.  Ross,  CEO 
of  Fortune's  parent,  Time  Warner  Inc., 
is  overpaid. 

Crystal  promises  no  letup.  He's  al- 
ready booked  for  Larry  King's  radio 
show  and  expects  to  address  the  Senate 
Finance  Committee.  They  will  be  appear- 
ances that  can  only  add  to  his  notoriety. 

By  John  A.  Byrne  in  New  York 


SPORTS  MARKETING 


TO  MARKETERS,  KRISTI YAMAGUCHI 
ISN'T  AS  GOOD  AS  GOLD 


Are  they  shying  away  because  of  her  Japanese  surname  and  looks? 


K 


i 


risti  Yamaguchi  is  red-hot.  She's 
lithe,  pretty,  and  telegenic.  Her 
|)erformance  in  women's  figure 
skating,  the  glamour  event  of  the  1992 
Winter  Olympics,  won  her  the  gold  med- 
al— the  first  for  an  American  since  Doro- 
thy Hamill  wowed  the  judges  in  1976.  So 
savvy  consumer-products  companies 
must  be  lining  up  to  pay  the  20-year-old 
Northern  Californian  big  bucks  to  en- 
dorse their  wares, 
right? 

Not  exactly.  "Kristi 
has  no  offers  yet," 
says  her  agent,  Kevin 
Albrecht  of  Interna- 
tional Management 
Group.  He  has  drawn 
up  a  list  of  goods 
that  he  thinks  are 
right  for  her:  "Soft 
drinks,  automotives, 
and  because  of  her  at- 
tractiveness, beauty 
products." 

TOO  ETHNIC?  So  far, 
though,  that's  all  just 
paperwork.  Coke  and 
Pepsi  have  had  prelim- 
inary talks  with  Al- 
brecht, but  neither  has 
made  an  offer.  And 
other  companies  are 
not  interested  at  all. 
Nutrasweet,  which 
used  Hamill  as  a 
spokeswoman  for  five 
years,  hired  Yamagu- 
chi for  a  month-long 
skating  tour  in  1990 
but  won't  be  using  her 
as  a  spokeswoman. 

Is  celebrity  market- 
ing passe?  Hardly. 
Rather,  companies 
may  be  shying  away 
from  Yamaguchi  because  of  her  ethnic 
heritage:  She  was  born  in  the  U.  S.,  as 
were  her  folks,  but  her  surname  and 
looks  are  Japanese.  Says  Jay  Coleman, 
president  of  Entertainment  Marketing  & 
Communications  International,  which  re- 
cently signed  Michael  Jackson  to  his 
third  Pepsi  campaign:  "The  environment 
to  'max  out'  on  her  earning  potential  is 
not  enhanced  by  the  present  mood  of  the 
country  toward  Japan." 

Albrecht  and  the  companies  he  has 


KRISTI'S 
HANDFUL  OF  DEALS 


Company 

Product 

KELLOGG 

Special  K  cereal 

EVIAN 

Bottled  water 

BAUSCH  &  LOMB 

Ray  Bans 

CAMPBELL  SOUP 

Various  soups 

KRAFT 

Various  foods 

DATAi  COMPANY  REPORTS 


talked  to  say  Yamaguchi's  ethnic  bac 
ground  hasn't  come  up.  But  it's  won- 
noting  that  the  companies  she  alreac( 
has  deals  with — Kellogg,  Ray  Ban,  ar' 
Evian  bottled  water — don't  plan  to  malji 
much  of  a  fuss  over  her  gold  medsi 
Kellogg  will  do  the  most:  It's  picturinj 
the  skater  on  a  Special  K  cereal  bo: 
Ray  Ban,  a  division  of  Bausch  &  Lom  i 
has  a  two-year  contract  with  Yamaguci 
but  is  using  Olympjs 
sprinter  Jackie  Joyne-f 
Kersee  and  swimnif 
Matt  Biondi.  anion 
others,  in  its  T\'  ads. 
NOT  FEATURED.  Eviai 

the  Paris-based  minei 
al-water  companj 
won't  make  many 
mands  on  Yamaguc 
either.  She'll  appear 
some  high  schools  a: 
in  advertisements  wi 
other  athletes.  W 
will  star  in  Evian 
print     ads?  "N 
Kristi,"  says  Evi 
marketing  direct 
Edward  J.  Slade.  T 
print  campaign  wi| 
feature   Biondi  ar 
Wendy  Williams, 
member  of  the  Oly 
pic  diving  team. 

Pepsi,  likewise, 
more  excited  abou 
Ray  Le  Blanc,  sta 
goalie  for  the  U.  J 
hockey  team,  whic 
didn't  win  a  meda 
The  company  will  hel 
throw  a  welcom 
home  party  in  Indi; 
napolis  for  Le  Blam 
who  once  worked  in 
Pepsi  plant. 
Yamaguchi  will  appear  in  local  TV  ac 
for  Campbell  Soup  Co.  And  she  and  he 
mom,  Carole,  are  prominently  feature 
in  a  Kraft  General  Foods  Inc.  recip 
book.  But  in  the  marketing  Olympics 
she's  no  threat  to  Michael  Jordan.  It' 
curious:  Both  Hamill  and  Peggy  Flemin 
became  promotional  mainstays  afte 
they  skated  their  way  to  Olympic  gok 
Yamaguchi,  for  some  reason,  may  neve 
even  get  the  chance. 

By  Laura  Zinn  in  New  Yor 
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The  all-new  Buick  Skylark. 

We  asked  California 
artist  Ed  Lister  to 
capture  it  on 
canvas. 

Did  he? 


A  lasting  impression 
for  the  nineties. 


Skylark  in  features  like  rear-seat 
heat/ventilation  ducts  and  a 
warranty  against  rust-through 
for  6  years  or  100,000  miles.* 


You  decide. 
But  when  you^ 
see  the  completely  redesigned 
1992  Sk>'lark,  it  will  make  a  strong 
and  positive  impression  on  you. 

Quality  and  Convenience. 
Buick  quality  is  evident  throughout 


Powerful  Performance. 

Skylark  GS  gives  you  the  smooth, 
confident  power  of  a  160-horse- 
power  fuel-injected  3300  V6. 


Impressive  Control. 

A  new  Adjustable  Ride  Control** 
lets  you  choose  the  ride  you  want: 
soft,  sport  or  an  automatic  setting 
that  adjusts  to  varying  speeds. 

Advanced  Safety. 

Every  Skylark  gives  you  smooth- 
stopping  control  with  4-wheel 
anti-lock  brakes. 

For  more 
information,  call 
1-800-435-5552, 
or  test-drive 
Skylark  at 
your  Buick  dealer 


W.n  ijM  C  orp.  All  rights  reserved. 
Skylark  is  a  registered  trademark  of  GM  Corp. 
See  your  dealer  for  terms  of  this  limited  warranty. 
"Standard  on  Skylark  GS.   Buckle  up,  America! 


newest  generation  of 
disk  drives  is  rated  at  200,000 
hours  mean  time  between  failures.  That 


3\ 


means  they  could 
very  well  outlast  your 
computer  system.  qD 
We're  constantly  redefining 
reliability  to  stand  up  to  new 


:hnologies.  And  survive  the  test  of  time,         This  is  why  leading 
nputer  manufacturers  like  Tandem  depend  on  our  disk  drives  and 
5  storage  systems.  Why  MCI  comes  to  us  for  the  latest  fiber  optic 
ismission  systems.  Why  Fhto-Lay  counts  on  our  handheld  com- 
ers to  keep  a  constant  count  on  their  inventory.  And  why  Sun 
Tosystems  asked  us  to  help  develop  the  microprocessor  chip 
chnology  that  brought  mainframe  computing  to  desktops 
cross  America.  cP  Ai^cl  one  reason  why  we've  become  the 
world's  second  largest  computer  maker  and  a  $21  billion 
company.  In  over  100  countries,  for  over  50  years,  we've 
made  a  name  by  building  quality  into  every  product 
we  make,  from  facsimiles  to  fiber  optic  transmis- 
sion systems.  Today,  you'll  find  those 
products  in  businesses  all  over 
America. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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SPIASHING  RED  INK 


General  Motors'  Feb.  24  an- 
nouncement of  the  largest-ever 
annual  loss  for  a  U.S.  corporatioiiv 
raises  a  question:  What  other 
compartles  have  previously  post- 
ed monster  losses?  Here's  a  look 
at  the  1 0  worst  yearly  losses 
in  .U.S.  corporate  history: 


COMPANY 

YEAR 

INBILUONS 

GENERAL  MOTORS 

'91 

$4,452 

TEXACO 

'87 

4.407 

ITV 

'86 

3.251 

ITV 

'88 

3.153 

IBM 

'91 

2.827 

CONTINENTAL  AIR 

'90 

2.343 

FORD 

'91 

2.258 

GENERAL  MOTORS 

'90 

1.986 

FIRST  REPUBLICBANK 

'88 

1.942 

USX 

'86 

1.833 

DATA  STANDARD  8  POOR'S  COMPUSTAI SERVKIS  INC 


IS  ANOTHER 

COLD  WAR  ENDING? 


►  The  conventional  wisdom  is 
that  in  an  election  year,  Presi- 
dent Bush  wouldn't  dare  lift 
the  U.  S.  embargo  on  trade 
with  Vietnam.  But  U.  S.  busi- 
nesses lobbying  to  end  the 
ban  believe  they  could  get 
their  wish  by  early  summer. 

Why?  With  Europeans  and 
Asians  bidding  eagerly  for 
Vietnamese  business,  Hanoi  is 
warning  U.  S.  companies  that 
the  contracts  it  has  ear- 
marked for  them  won't  wait 
forever.  Moreover,  COP  chal- 
lenger Patrick  Buchanan 
doesn't  oppose  an  end  to  the 
ban.  One  stumbling  block:  dis- 
putes with  Vietnam  over  ac- 
counting for  U.  S.  servicemen 
still  missing  in  action. 


'DON'T  GET  UP, 
JUST  BUY* 


►  Great  news  for  couch  pota- 
toes. TV  Answer  of  Reston, 
Va.,  planned  to  announce  on 
Feb.  27  that  computer  giant 


Hewlett-Packard  will  produce 
and  market  hardware  that 
will  allow  consumers  to  shop 
and  bank  using  a  television 
remote-control  device. 

HP  says  it  will  make  a  mini- 
mum of  1.5  million  electronic 
bo.xes  within  a  year  after 
the  Federal  Communications 
Commission  grants  licenses  to 
local  interactive-TV  operators. 
HP  also  plans  to  market  the 
V(;R-sized  devices  at  a  retail 
price  below  $700.  TV  Answer, 
which  develops  and  tests  in- 
teractive-TV technology,  pre- 
dicts that  homeowners  could 
see  a  commercial  interactive- 
TV  system  by  early  1993. 


LLOYD'S  OF  LONDON 
IS  UNDER  SIEGE 


►  Fabled  Lloyd's  of  London 
finds  itself  under  attack  on 
many  fronts.  A  dozen  inves- 
tors in  the  underwriting  syn- 
dicates that  make  up  Lloyd's 
have  filed  suits  trying  to  stop 
it  from  tapping  into  their  capi- 
tal to  cover  $4  billion  in  losses 
racked  up  over  the  past  three 
years.  In  the  suits,  many  indi- 
vidual investors  charge  that 
Lloyd's  favored  insiders,  such 
as  brokers  and  underwriters, 
who  kept  the  best  business  to 
themselves. 

The  disputes  could  under- 
mine Lloyd's  ability  to  raise 
capital  and  take  on  new  risks. 
Unless  an  investigation  by  an 
independent  regulator.  Sir  Da- 
vid Walker,  clears  the  air,  the 
government  may  be  forced  to 


'TRADE  YOU  TWO  EINSTEINS  FOR  A  TESLA 


You've  heard  variations  on  the 
lament:  "My  kid  knows  the  bat- 
ting averages  of  every  baseball 
player  in  the  country.  If  only 
he'd  pay  that  much  attention  to 
his  schoolwork." 

Try  getting  him  a  set  of  scien- 
tist trading  cards.  Yep.  They 
look  just  like  baseball  cards,  but 
instead  of  batting  averages  they 
list  degrees,  grants,  publica- 
tions, and  hobbies.  There's  the 

PhD  whose  computer  is  learning  to  recognize  what  he  sayi 
(He  likes  skiing.)  And  the  chemist  who  studies  elephant  urin 
to  learn  what  attracts  male  to  female.  (She's  a  scuba  diver.) 

Since  August,  the  Oregon  Graduate  Institute  of  Science 
Technology  has  given  out  about  700  each  of  cards  featurin, 
nine  faculty  members.  Requests  have  poured  in  from  26  state 
and  three  countries. 

0.  K.,  it  may  not  bring  science  scores  up  to  the  levels  of  th 
Koreans  or  the  Taiwanese.  But  it's  a  start. 


step  in  to  restore  investor 
confidence.  And  Lloyd's  may 
have  to  go  to  private  banks  or 
outside  investors  to  head  off  a 
liquidity  squeeze. 


SAKS:  A  BOLD  MOVE 
IN  TOUGH  TIMES 


Saks  Fifth  Avenue  Chairman 
Melvin  Jacobs  expects  an  eco- 
notnic  rebound  later  this  year, 
but  he's  not  waiting  for  it. 
Despite  the  worst  retail  envi- 
ronment in  decades,  Saks  is 
expanding  operations  to  get  a 
jump  on  its  weakened  compet- 
itors. The  New  York  retailer, 
flush  with  a  $800  million  equi- 
ty infusion  from  Saudi  parent 


ARe  Xou  MORS.  STR^eo 
OUT  HOW  THN<  \ou 


Investcorp,  says  it  is  going  t 
pay  down  $15()  million  in  deb 
open  as  many  as  half  a  doze 
new  stores,  and  renovate  se\ 
eral  more. 

Considering  the  plight  c 
Saks's  rivals,  the  company' 
announcement  caught  man; 
in  the  retail  community  of 
guard.  "It's  a  bit  of  a  shock 
er,"  says  Gilbert  Harrison 
retail  investment  banker.  Bu 
others  applauded  the  plan,  es 
pecially  since  Saks,  backed  b; 
Investcorp,  appears  to  havi 
the  financial  wherewithal 
carry  out  its  strategy. 


Lia; 
Be  10 1 

'fit'M 


pjtent 


f  :njii 


TAKING  BIG  BERTHA 
PUBLIC 


►  Former  Burlington  Indui 
tries  President  Ely  Callaway 
a  vintner  and  golf-club  manu 
facturer,  is  going  public 
Callaway  Golf,  whose  mos 
popular  product  is  the  high  'p 
priced,  oversized  Big  Berth 
driver,  has  more  than  double( 
its  sales  in  each  of  the  las 
four  years.  Revenues  in  199 
totaled  $54  million.  Callaway 
expects  to  raise  more  thai 
$40  million  by  going  public 
He  plans  to  use  some  of  th 
proceeds  to  expand  the  Bi 
Bertha  line  and  launch  ai 
overseas  sales  drive.  Th 
stock's  ticker  symbol:  ELY,  o; 
cour.se. 


9  ir 
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rSONGAS  HAS  LOTS  OF  LOOKERS 
-BUT  NOT  ENOUGH  BUYERS 


President  Bush  can  jet  off  to  California  and  return  with  a 
fresh  $2  inilhon  in  his  campaign  war  chest.  And  the 
checl<s  roll  in  to  Arkansas  Governor  Bill  Clinton's  well- 
led  money  machine.  But  Paul  E.  Tsongas  is  still  the  Avis  of 
imijaigns:  He  has  to  try  harder  just  to  keep  rolling. 
Although  donations  picked  up  after  the  former  senator  from 
assachusetts  won  the  New  Hampshire  primary,  Tsongas' 
impaign  is  still  strapped  for  cash  as  the  Mar.  10  Sujjer 
jesday  primaries  loom  (page  34).  Fat  cats  have  been  slow  to 
)en  their  wallets  despite  Tsongas'  probusiness  stance.  Many 
ill  question  his  electability. 

Potential  donors  are  kicking  the  tires,  though.  Texas  entre- 
•eneur  H.  Ross  Perot  says  he  is  intrigued  by  Tsongas  but  has 
;t  to  make  a  contribution.  New  York  investment  banker  Felix 
.  Rohatyn  says  he  likes  Tsongas'  message,  but  adds;  "I  like 
ill  Clinton,  too,  and  I've  met  him." 

OT-SO-CHEAP  THRILL.  A  few  of  Chicago's  rich  and  curious 
ime  to  check  out  Tsongas  over  coffee  on  Feb.  24  at  the  home 
'  Vigoro  Chairn  an  Jo-seph  P.  Sullivan  and  his  wife,  Jeanne, 
tie  33  guests  each  kicked  in  $1,000,  but,  again,  they  came 
ore  for  the  novelty  than  out  of  support.  William  Wolf,  who 
Ivises  Chicago's  wealthy  Crown  family,  says  he  stopped  by 
jcause  he's  a  Republican  unhappy  with  Bush's  economic  poli- 
es.  But  he  left  unconvinced:  Tsongas  "just  doesn't  have  a 
ay  of  captivating  a  crowd." 
The  candidate's  quirky  charm  has 
ayed  better  to  smaller  givers.  On 
eb.  22,  a  crowd  of  supporters 
irned  out  at  Boston's  Park  Plaza 
otel  to  toss  $25  apiece  into  shoe- 
)xes.  Total  take:  $100,000.  The  na- 
on's  Greek  community,  still  smart- 
.g  from  Michael  S.  Dukakis'  1988 
irashing,  has  belatedly  rallied  to 
songas,  chipping  in  almost 
500,000  since  New  Hampshire.  And 
1  one  recent  day,  Tsongas  collect- 
i  $114,000  in  mailed-in  contribu- 
ons.  Many  of  these  small  gifts 
)me  from  contributors  excited  by 


organizer  Stephen  Paluszek,  executive  vice-president  of  M.  A. 
Schapiro,  an  investment  firm.  Clinton,  meanwhile,  easily  raked 
in  $700,000  at  a  Feb.  10  New  York  fund-raiser. 

It's  a  little  late  for  getting  to  know  potential  donors,  but 
Tsongas  has  little  choice.  "Paul's  message  is  manna  from 
heaven  for  business,"  says  supporter  George  N.  Hatsopoulos, 
president  of  Thermo  Electron  Corp.  in  Waltham,  Mass.  But,  he 
adds,  "the  high-tech  corhmunity  looks  with  suspicion  at  any 
politician,  especially  Democrats."  New  Hampshire  gave  Tson- 
gas credibility.  But  unless  he  can  quickly  turn  that  win  into 
cash,  he'll  need  a  miracle  to  weather  the  rigors  of  March. 

Bil  Douglas  Harbrecht  in  Washington,  with  David  Grcising  in 
Chicago  and  Judith  H.  Dobrzgnski  in  New  York 


A  HEALTH  BILL  CAUGHT 

IN  THE  POLITICAL  CROSSFIRE 


ONLY  CLINTON  IS  HAVING  A  CAKEWALK  RAISING  MONEY 


jading  Tsongas'  86-page  Call  to  Economic  Arms. 

Like  Tsongas,  Republican  insurgent  Patrick  J.  Buchanan 
as  turned  to  unconventional  fund-raising.  While  business, 
3aring  retribution  from  the  Bush  Administration,  has 
lunned  Buchanan,  the  pugnacious  conservative  has  a  secret 
eapon.  Right-wing  mailing  lists  have  generated  almost  $1 
lillion,  more  than  half  of  his  total  take.  "Unlike  George  Bush, 
■e  are  appealing  to  angry  people  hard  hit  by  the  recession," 
lys  Finance  Director  Scott  E.  Mackenzie. 

Still,  $1  million  is  peanuts  at  this  point,  "You  get  into 
orrendous  problems  of  having  to  raise  $100,000  a  day  just  to 
eep  going,"  says  Terry  McAuliffe,  finance  director  of  Richard 
Gephardt's  1988  Presidential  campaign. 

Tsongas,  who  needs  at  least  $2  million  by  Mar.  10,  has  hired 
(OS  Angeles  developer  Steven  Moses  to  coordinate  his  Califor- 
ia  efforts.  Supporters  are  also  planning  a  fund-raiser  at  a 
opular  Wall  Street  watering  hole  on  Mar.  3— a  modest  one, 
ince  money  isn't  the  only  motive.  "We're  more  interested  in 
etting  Wall  Street  people  involved  in  knowing  him,"  says 


Presidential  campaigns  are  fought  on  many  fronts,  and 
sometimes  innocent  victims  get  caught  in  the  political 
crossfire.  In  all  the  controversy  over  health  care  policy, 
there's  one  measure  that  just  about  everyone  agrees  should 
become  law:  reforms  making  it  easier  for  small  businesses  to 
buy  insurance  coverage  for  their 
workers.  But  even  near-unanimous 
support  may  not  be  enough  for  a 
modest  health  measure  to  survive 
the  intense  partisanship  of  the  fight 
over  an  "economic  recovery"  tax 
bill. 

When  the  Senate  Finance  Com- 
mittee drafts  its  version  of  the  bill 
in  early  March,  Chairman  Lloyd 
Bentsen  (D-Tex.)  wants  to  attach 
small-market  insurance  reforms.  He 
would  insist  insurers  cover — and  at 
a  reasonable  rate — employers 
whose  workers  incur  high-cost  ill- 
nesses. He  would  bar  insurers  from 


denying  coverage  to  any  group  that  wants  it  and  from  charg- 
ing high-risk  groups  much  more  than  others.  The  bill  would 
assure  coverage  of  workers  with  pre-existing  conditions. 

Small  businesses,  insurers,  and  President  Bush  support  re- 
form enthusiastically.  "If  this  is  enacted,  it  will  take  away  a 
lot  of  the  momentum  for  doing  something  more,"  says  an 
insurance  lobbyist. 

But  the  Democratic-controlled  Congress  seems  determined 
to  produce  a  tax  bill  that  Bush  will  veto.  Most  Democratic 
leaders  would  be  thrilled  if  Bush  killed  legislation  including 
both  a  middle-class  tax  cut  and  a  popular  health  care  reform. 

A  veto  won't  be  the  end  of  this  year's  debate.  Bentsen  is 
likely  to  try  again  with  small-market  reform,  while  Senate 
Majority  Leader  George  J.  Mitchell  (D-Me.)  wants  a  vote  on  a 
comprehensive  health  care  bill.  And  that  prospect  makes  em- 
ployers, insurers,  and  the  health  care  industry  nervous.  "It's 
silly  season,"  says  one  business  lobbyist.  Indeed,  many  people 
would  be  happy  to  see  1992  pass  with  no  action. 

By  Susan  B.  Garland 
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THE  NEW  GENERATION 
AT  SIEMENS 


Its  future- — and  Europe's  high-tech  hopes — rest  on  the  shoulders  of  500  young  middle  managers 


The  bus  plunged  ahead  aimlessly  in 
the  darkness  of  a  forest  near  the 
German-Czech  border.  As  an  aide 
struggled  to  read  a  map,  the  dinner  out- 
ing for  Siemens  managers  and  reporters 
was  turning  into  a  fiasco.  Taking  charge, 
energy  chief  Heinrich  von  Pierer  marched 
to  the  front,  fired  the  fumbling  aide,  and 
guided  the  bus  to  the  restaurant.  Onlook- 
ers were  stunned:  Von  Pierer's  swift  pun- 
ishment broke  sharply  with 
tradition  at  paternalistic  Sie- 
mens. Next  morning,  he  re- 
hired the  man.  But  the  mes- 
sage was  clear:  Von  Pierer 
was  breaking  the  mold. 

That's  just  what  Siemens' 
supervisory  board  ordered 
when  it  chose  von  Pierer  to 
take  over  as  chief  executive 
of  the  $45.6  billion  electron- 
ics giant  this  September.  As 
head  of  a  company  with 
402,000  employees,  von 
Pierer  will  have  a  challenge 
every  bit  as  great  as  the  one 
that  confronted  John  F. 
Welch  Jr.  when  he  took  over 
and  subjected  General  Elec- 
tric Co.  to  shock  therapy. 
Von  Pierer  says  he  admires 
Welch  but  won't  resort  to 
mass  dismissals.  His  style 
will  be  tailored  to  Germa- 
ny's consensus-style  corpo- 
rate culture.  "Good  manage- 
ment is  the  art  of  making 
change  painless,"  says  von 
Pierec. 

lAST  BEST  HOPE.  The  51-year-old  lawyer 
and  economist — and  former  tennis  cham- 
pion of  Bavaria — is  catapulting  to  the  top 
of  the  German  giant  in  the  midst  of  a  crit- 
ical transition.  CEO  Karlheinz  Kaske,  64, 
launched  a  reorganization  two  years  ago 
designed  to  whip  Siemens  into  shape  for 
the  1990s  and  beyond.  Under  mandatory 
retirement  rules,  however,  Kaske  must 
step  down — and  the  job  isn't  finished. 

This  changing  of  the  guard  represents 
a  broader  transformation  under  way  in 
Germany  as  companies  gird  for  more  in- 
tense competition  from  the  Japanese  in 


particular.  Beating  them  will  require  a 
management  revolution.  "European  com- 
panies take  longer  to  react,"  says  Her- 
mann Franz,  board  member  in  charge  of 
strategic  planning.  "So  you  have  to  do 
something  before  the  catastrophe  hits." 

If  von  Pierer  can  complete  what  Kaske 
started,  Siemens  has  a  shot  at  carrying 
the  banner  for  Europe  in  high  technol- 
ogy.  Indeed,  with  national  champions 


VON  PIERER  (RIGHT) 
MUST  FINISH  THE 
REORGANIZATION 
BEGUN  BY  KASKE 


such  as  France's  Groupe  Bull  and  Thom- 
son and  Italy's  Olivetti  floundering  and 
Britain's  ICL  already  sold  to  the  Japanese, 
even  the  French  agree  the  German  com- 
pany is  Europe's  best  high-tech  hope. 
"Siemens  must  stay  strong  for  the  good 
of  Europe,"  says  Groupe  Bull  Chairman 
Francis  Lorentz. 

Von  Pierer  is  well  aware  of  that.  He  is 
at  the  cutting  edge  of  a  new  generation 
of  executives  moving  into  power  at  Sie- 
mens. For  these  younger  managers,  rigid 
hierarchy  is  out,  and  entrepreneurial 
drive  is  in.  No  longer  smitten  with  tech- 
nology alone,  they'll  attempt  to  capitalize 


on  the  company's  technical  strength 
And  as  the  second  nonengineer  to  ri 
Siemens  in  its  150-year  history,  V' 
Pierer  will  rank  marketing  muscle  a: 
sales  as  top  priorities.  "Technology  ca: 
be  a  goal  in  itself,  we  have  to  earn  mo: 
ey,"  he  says. 
'LETHARGY.'  Top  management  know  uLi 
change  is  urgent.  The  red  ink  in  mar  iiiiif 
Siemens  divisions  would  sink  most  cor  it  irii 
panies.  Although  the  mam 
facturer  eked  out  a  $1.1  b 
lion  profit  in  1991,  that  W£  :  . 
only  2.57f'  of  sales,  and  aboi  'A  eli 
half  those  earnings  cam  L<  for 
from  investing  its  $11.3  bi  r!  mi 
lion  cash  hoard.  iaiev 
Even  with  an  infusion  (  erliaii 
fresh  thinking,  Siemens  ma  mp  t 
not  be  able  to  stem  its  loss€  i  m 
in    manufacturing    sooi  is  Co 
"There  is  still  an  astonisi  m 
ingly  high  degree  of  letha  sopi! 
gy,"  says  Adrian  Brundret 
electronics  analyst  at  Ban 
in  Liechtenstein.  The  bij 
gest  problems  are  loomin 
in   the   computer  divisioi 
where  losses  following  th 
takeover  of  troubled  GepA; 
man  rival  Nixdorf  jumpe 
last  year  to  $583  million 

Kaske  began  attackin 
Siemens'  competitivenesl 
problem  by  investing  bil 
lions  in  acquisitions  and  ne\ 
technologies.  He  also  bega: 
to  transform  the  old  mar 


agement  structure  that  required  younj 
candidates  to  wait  years  to  move  up  th 
ranks.  To  break  Siemens  into  smallei 
nimbler  units  headed  by  entrepreneuri£ 
managers,  Kaske's  team  began  cullinj 
and  recruiting  the  new  bosses.  He  put  50 
of  them  on  a  fast  track,  so  they  could  as 
sume  senior  posts  by  age  35  to  45,  instea^ 
of  50  to  60.  Although  most  are  in  thei 
late  20s  and  30s,  a  few  in  their  40s  mad- 
the  list,  including  von  Pierer  (page  48). 

Throughout  the  German  corporat 
landscape,  those  who  built  the  postwa 
economic  miracle  are  giving  way  to  thi; 
younger  breed.  "The  older  generatioi 
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eels  it's  their  right  to  fi- 
ally  slow  down,"  says 
4-year-old  Dirk  Lup- 
erger,  one  of  the  fast- 
rackers.  "They  don't 
ee  the  urgent  need  for 
hange  the  way  we  do." 
iUpberger  helped  Sie- 
lens  take  part  with  GEC 
1  the  hostile  takeover 
f  Britain's  Plessey 
',0.  in  1989  and  now 
!ork&  in  Siemens'  De- 
ense  Systems  Div. 
But  everyone  knows  it 
nil  take  more  than 
outhful  enthusiasm  to 
urn  around  Siemens 
lixdorf  Information 
ystems  Inc.  (SND.  The 
akeover  of  Nixdorf 
loniputer  in  1990 
ought  Siemens  market 
hare.  It  is  now  the 
lo.  1  European-owned 
omputer  maker.  But 
hat  masks  a  critical 
reakness:  Some  55%  of 
Nl's  sales  come  from  Germany  and  957^ 
rom  Europe,  leaving  it  dangerously 
?eak  elsewhere.  Worse,  traditional  mar- 
ets  for  Siemens  mainframes  and  Nix- 
orf  minis  are  rapidly  eroding.  That 
leans  von  Pierer  must  conduct  a  radical 
verhaul  in  the  midst  of  an  industry 
lump  battering  even  the  best  players. 
If  he's  a  genius,  maybe  he  can  do  it," 
ays  Compaq  Computer  Corp.  Chief  Ex- 
cutive  Eckhard  Pfeiffer. 
fOPLE  SKILLS.  Von  Pierer  does  have  a 
rack  record.  As  chief  of  Siemens'  $3.2  bil- 
on  energy  unit,  Kraftwerk  Union  (KWU), 
e  foresaw  trouble  in  the  nuclear-power- 
lant  business  during  the  late  1980s  and 
ped  up  conventional  gas-and-steam  tur- 
ine  production  just  as  the  market  shift- 
d.  As  a  result,  he  reduced  the  division's 
ependence  on  nuclear-power-plant  con- 


tracts by  more  than  lialf,  and  he  helped 
prod  sales  into  export  markets. 

Von  Pierer  succeeds  by  being  at  once 
tough  and  likable.  He  honed  his  people 
skills  during  18  years  on  the  city  council 
in  his  Bavarian  hometown  of  Erlangen, 
where,  friends  remember,  he  picked  his 
fights  carefully.  "He  hides  his  defense  ar- 
senal and  seeks  harmony,"  says  Gerd 
Lohwasser,  Erlangen's  mayor.  "When  he 
does  have  to  fight,  he  choses  only  the  fin- 
est of  weapons."  At  Siemens  board  meet- 
ings, he  was  the  first  in  top  management 
to  doff  his  jacket  and  roll  up  his  sleeves. 
Behind  this  informality,  however,  is  a 
shrewd  listener  and  smooth-talking  con- 
sensus-builder. 

Von  Pierer's  skills  served  him  well  last 
fall  in  the  battle  for  Czechoslovakia's  gi- 
ant Skoda  engineering  works.  He  was 


able  to  snatch  the  deal 
away  from  archrivals 
Westinghouse  Electric 
Corp.  and  Asea  Brown 
Boveri.  The  contest  be- 
came so  hot  that  Wes- 
tinghouse persuaded 
U.  S.  Ambassador  to 
Prague  Shirley  Temple 
Black  to  lobby  Czech  of- 
ficials, and  ABB  jetted  in 
Swiss  politicians  to 
sweeten  their  deal. 

But  von  Pierer  sensed 
that  the  Czechs  were 
put  off  by  the  pressure, 
and  he  shifted  to  a 
charm  offensive.  He 
played  tennis  with  pro- 
spective partners  and 
joined  Skoda  managers 
for  a  few  beers  at  Pil- 
sen's  well-loved  pubs. 
He  even  toured  the  town 
v/ith  his  wife.  After  doz- 
ens of  visits  from  von 
Pierer,  the  Czechs  gave 
Siemens  majority  stakes 
in  Skoda's  locomotive  and  energy  opera- 
tions. "He's  a  master  tactician,"  says  Jar- 
oslav  Taus,  managing  director  for  foreign 
trade  at  Skoda.  "He  won  our  trust." 

Injecting  this  sort  of  risk-taking  into 
Siemens'  civil-service  mentality  will  be 
gut-wrenching.  Thousands  of  midlevel 
managers  refuse  to  take  personal  initia- 
tive and  undermine  others  who  do.  "They 
are  used  to  tight  structures,"  says  one 
young  Siemens  manager.  "They  can  only 
take  orders  and  execute  them."  Von 
Pierer's  appointment  sends  a  clear  signal: 
Those  who  are  unable  to  change  will  be 
shunted  aside  and  quietly  told  to  seek  em- 
ployment elsewhere. 

Von  Pierer  in  fact  built  his  career  by 
dodging  bureaucrats.  As  he  rose  through 
the  ranks  at  Siemens'  power-engineering 
division,  he  willingly  circumvented  the 
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Troubled.  Difficulties 
with  products  and 
with  assimilating 
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Losses  worsening.  Sie- 
mens ranks  only  1  6th  in 
the  world  in  sales  but  has 
caught  up  in  technology 
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chain  of  command  and  called  lower-level 
managers  into  his  office  to  get  the  story. 
By  refusing  to  adhere  to  the  power  struc- 
ture, "he  made  a  lot  of  people  angry,"  re- 
calls Corporate  ('ommunications  Manag- 
er Eberhard  Posner. 

Similarly,  Luijberger,  who  has  an  MBA 
from  Cornell  University,  has  started  a 
glasnost  project  with  other  young  man- 
agers, called  "Number  Cruncher."  The 
group's  goal  is  to  break  down  communi- 
cation barriers  between  upper  and  lower 
managers.  Congregating  in  Munich's 
beer  gardens  or  pubs  after  work,  they  in- 
vite board  members  or  top  managers  to 
discuss  problems  in  a  relaxed  setting. 

These  up-and-coming  Siemens  manag- 
ers will  have  a  broader  geographic  focus 
than  just  Europe.  And  under  the  new  or- 
ganization, takeovers  in  faraway  lands 
are  getting  easier.  Both  will  help  make 
Siemens  more  global.  Wolfram  0.  Martin- 
sen,  50,  once  was  so  discouraged  by  being 
buried  in  the  unwieldy  energy-and-auto- 
mation  division,  he  was  planning  to  quit. 
Now,  as  head  of  an  autonomous  transpor- 
tation unit,  he  has  turned  Siemens  into  a 
major  force  in  the  world  market  for  high- 
speed trains.  He  did  it  by  snapping  up 
eight  companies  in  two  years — including 
California-based  Duewag  Corp.  Neither 
the  acquisitions  nor  the  quick  strategic 
change  would  have  been  possil)le  under 
the  old  Siemens  structure.  Says  Martin- 
sen:  "I'm  the  entrepreneur  now." 


The  burning  question  is  whether  this 
competitive  zeal  can  take  hold  in  time. 
The  billions  spent  on  acquisitions  and 
technologies  have  eaten  into  Siemens' 
cash  hoard.  Some  50  of  its  300  businesses 
are  losing  money,  and  150  are  near  break- 
even. Productivity  per  employee  is  way 
below  that  of  U.  S.  and  Japanese  competi- 
tors. Siemens  must  narrow  the  productiv- 
ity and  profit  gaps.  The  board's  goal — 
and  von  Pierer's  task — is  to  double  mar- 
gins by  the  year  2000. 
TEAMWORK.  Von  Pierer's  new  thinking 
hasn't  taken  hold  at  SKI  yet.  It  wasn't  un- 
til November  that  Siemens  moved  beyond 
its  78'^  stake  and  bought  the  rest.  Before 
that,  under  German  law,  Siemens  had 
only  arm's-length  control.  So  the  real 
management  test  is  just  beginning.  "How 
they  handle  Nixdorf  is  the  key  to  whether 
the  new  Siemens  is  any  different  than  the 
old  Siemens,"  says  analyst  Brundrett. 

Some  analysts  argue  that  Siemens 
should  get  out  of  computers  altogether 
and  concentrate  on  its  strengths  in  tele- 
communications, medical  equipment,  and 
factory  automation.  But  Siemens  is  too 
proud  to  do  that.  The  most  likely  survival 
tactic  will  be  strategic  alliances.  Kaske  al- 
ready has  steered  Siemens  into  several 
key  technology  partnerships,  and  von 
Pierer  will  have  to  accelerate  that  trend. 
Last  year,  Siemens  teamed  up  with  IHM  in 
a  50-50  joint  venture  to  produce  16-mega- 
bit  memory  chips  and  to  do  Ri-D  for  the 


64-megabit  chip.  The  cooperation  will  trin 
heavy  losses  in  Siemens'  semiconducto 
division.  Despite  those  losses,  top  man 
agement  insists  in-house  chip  technology 
is  critical  to  remaining  competitive  ii 
more  complex  electronic  systems. 

Indeed,  Siemens'  strategy  is  to  domi 
nate  the  global  market  for  electronic  sys 
tems.  "We  don't  want  to  be  the  work 
■champion  in  PCs  or  workstations,"  say: 
board  member  Franz.  "Our  goal  is  to  be 
come  a  systems  company."  That  may  be 
where  Siemens  can  excel.  But  with  com 
puters  a  weak  link,  it  has  a  ways  to  go 
"Siemens  is  trying  to  vault  up  to  be  tb 
biggest  electronics  company  in  th( 
world,"  says  John  Chessher,  an  analyst  a 
Paribas  Capital  Markets  in  Paris.  "Bu 
the  payback  period  is  10  years." 

Yet  compared  with  a  U.  S.  company 
Siemens  does  have  some  time.  Safeguard 
ed  by  ample  financial  reserves  and  quies 
cent  shareholders,  von  Pierer  and  hi 
fast-trackers  won't  have  to  cut  corner 
for  short-term  performance.  Not  surpris 
ingly,  the  new  boss  sees  Siemens'  over 
haul  as  akin  to  a  lengthy  tennis  match 
where  endurance  and  mental  toughnesj 
are  as  important  as  skill.  "The  game's  not 
over  until  the  last  ball  is  played,"  he  ad 
vises.  That's  true.  But  don't  rule  oul 
scorekeeping  from  the  sidelines. 

Bij  Gail  E.  Schan's  in  Munich,  with 
Jonathan  B.  Lerinc  in  Paris  and  Peter  Coi, 
in  Xcw  York 


lOOKING  FOR  A  FEW 
GOOD  MANAGERS 


ecoming  one  of  "the  chosen  500" 
.fast-track  managers  at  Siemens 
'starts  with  wowing  your  imme- 
diate boss.  He  then  recommends  you 
for  boot  camp.  If  you  pull  off  a  bril- 
liant performance  during  a  one-week 
battery  of  tests  and  role-playing,  you 
make  the  first  cut. 

But  there's  no  letup  after  that.  Se- 
nior management  keeps  a  watchful  eye 
from  that  day  forth,  analyzing  perfor- 
mance and  retesting  skills.  Keep  up  an 
extraordinary  record  for  the  next  10 
years,  and  you're  nearly  sure  to  have  a 
seat  on  Siemens'  board. 
GLOBE-TROTTERS.  The  first-cut  trials 
take  place  at  Siemens'  management 
training  center  in  the  lush  Bavarian 
forest  near  Starnberg  Lake,  south  of 
Munich.  Teams  of  four  are  handed  a 
management  crisis — often  taken  from 
Harvard  case  studies — and  given  limit- 
ed time  to  solve  it.  Top  managers  and  a 
psychologist  assess  each  player's  prod- 
uct knowledge,  creativity,  and  leader- 


KIRCHGEORG:  YOUNG  HOPEFULS  GUNNING  FOR  THE  500  DON'T  JUST  WAIT  HOPEFULLY 


ship  ability.  One  case:  how  to  handle 
the  press  and  demonstrators  gathering 
around  a  factory  after  a  mercury  spill. 

As  part  of  the  trial,  each  participant 
must  also  criticize  his  colleagues'  per- 
formance and  rate  them  on  such  attri- 
butes as  risk-taking  propensity  and  in- 
formation-gathering. Those  who 
continue  to  show  pluck  can  expect  a 
whirlwind  career,  moving  from  one 
plum  job  assignment  to  another,  across 
divisions  and  into  foreign  countries. 
And  salary  raises  for  excellent  perfor- 
mance can  boost  their  pay,  starting  at 


$60,000,  by  as  much  as  30%  a  year. 

Young  hopefuls  who  are  gunning  for 
the  500  aren't  waiting  patiently.  Many 
already  act  like  the  chosen  and  are 
driving  hard  to  help  change  the  old 
culture.  That  includes  speaking  their 
minds.  "You  need  to  find  people  you 
work  well  with  and  establish  a  critical 
mass  for  change,"  says  Markus  Kirch- 
georg,  29,  who  is  aiming  for  the  500. 
"And  not  only  with  people  on  the  same 
level."  That's  just  the  kind  of  ambition 
Siemens  wants  to  see. 

By  Gail  E.  Schares  in  Munich 
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UhTHOirT  Consulting  Die  Board. 
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Betting  on  one  hardware  or  software  product  is  risky  enough. 
But  picking  a  winning  combination  is  a  million-to-one  shot. 

Oracle  can  put  the  odds  in  youi'  favor.  Our  open  family  of 
portable  software  not  only  works  with  other  vendors'  products, 
it  runs  across  virtually  all  computers,  operating  systems, 
networks  and  user  interfaces.  Making  any  present  or  futm'e 
combination  a  vmining  one. 

The  Oracle  family  includes  distributed  databases,  system 
development  tools,  office  information  systems  and  business 
applications.  They're  fully  backed  by  tlie  world's  third  largest 


independent  software  vendor  with  worldwide  education, 
consulting  and  support  services.  As  well  as  an  extensive 
network  of  vendor  alliances.  All  of  wliich  can  help  you  tm'n  an 
impossible  decision  into  a  sure  thing. 

So  before  you  risk  millions  on  a  miUion-to-one-shot,  here's  a 
wiiming  tip:  our  toll  free  phone  number  is  1-800-633-1061  Ext. 
8373.  Now  it's  your  call. 

ORACLG 

Software  for  people  who  can't  predict  the  future. 


©1992  Oracle  Corporation,  ORACLE  Is  a  registered  trademark  of  Oracle  Corporation  Other  trade  names  referenced  are  the  trademark  of  the  respective  manufacturer.  Odds  depleted  are  for  Illustration  purposes  oiJy  and  are 
not  Intended  as  an  opinion  or  prediction  Call  for  hardware  and  software  requirements.  Outside  the  USA.  but  within  North  America,  call  1-800-668-8925  for  product,  service,  and  seminar  information. 


ABSOLUT  PEAK. 


TO  SEND  A  GIFT  OF  ABSOLUT  '  VODKA  (EXCEPT  WHERE  PROHIBITED  BY  LAW)  CALL  1-800-243-3787 
PRODUCT  OF  SWEDEN.  40  AND  50%  ALC/VOL  (80  AND  100  PROOF)  100%  GRAIN  NEUTRAL  SPIRITS,  ©1990  CARILLON  IMPORTERS,  LTD  ,  TEANECK.  NJ. 
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HcDOHNELL  DOUGLAS' 

FAR  EAST  HOPES  ARE  DIMMING 


)eals  with  Taiwan,  China,  and  other  nations  are  in  trouble 


It  seemed  like  a  strategic  alliance 
made  in  heaven.  Bulging  with  cash, 
Taiwan  was  eager  to  buy  into  the 
ivilian  aerospace  industry.  And  finan- 
ially  strapped  McDonnell  Douglas  Corp. 
.'as  looking  for  partners  in  Asia  to  help 
uild  its  new  jetliners.  So  it  made  per- 
ect  sense  last  fall  when  McDonnell  an- 
ounced  that  it  would  sell  up  to  40?^  of 
s  airliner  business  for  $2  billion  to 
ledgling  Taiwan  Aerospace  Corp. 
But  suddenly,  McDonnell's  entire 
Lsian  strategy  is  start- 
ig  to  sputter.  That's 
articularly  bad  news, 
ince  the  fast-growing 
egion  is  key  to  the 
ompany's  future.  The 
lain  holdup  is  in  Tai- 
wan. Its  legislators  are 
iring  a  barrage  of  criti- 
ism  over  what  the 
ouiitry  is  getting  for 
;s  billions.  This  has 
orced  the  government 
0  delay  closing  the  deal 
ntil  completion  of  an 
utside  review.  Those 
indings  may  not  be  out 
y  the  end  of  March, 
/hen  McDonnell  had 
oped  to  receive  a  $1.2 
lillion  downpayment. 
Jeyond  that,  Singapore 
las  scrapped  plans  to 
luy  McDonnell  aircraft, 
,nd  in  China,  where  the 
ompany  has  been  co- 
iroducing  narrowbody 
its,  sales  are  falling 
hort  of  expectations. 
lEW  JET.  Both  McDon- 
lell  and  Taiwan  Aero- 
pace  insist  the  deal  will 
;o  through.  As  jet 
ighters  roared  overhead  at  the  Singa- 
lore  Air  Show  on  Feb.  25,  Robert  H. 
lood,  president  of  McDonnell's  Douglas 
Urcraft  unit,  dismissed  the  probe  as 
lormal  "due  diligence."  He  predicts  the 
:ompany  will  get  the  full  $2  billion  by 
^earend,  in  time  to  start  building  produc- 
ion  facilities  for  the  MD-12.  A  long- 
■ange  widebody  that  can  carry  up  to  520 
)assengers,  the  plane  would  be  McDon- 
lell's  first  challenger  to  Boeing  Co.'s  lu- 
Tative  747-400. 
But  his  assessment  may  be  too  rosy. 


Taiwan  is  under  pressure  from  its  legis- 
lature to  reduce  its  proposed  investment. 
The  government  may  have  to  rope  in  the 
private  sector,  which  has  been  lukewarm 
to  government  schemes  to  develop  a  ci- 
vilian aircraft  industry.  Even  for  Taiwan 
Aerospace,  the  terms  of  the  deal  are  far 
from  set.  "Everything  needs  to  be  evalu- 
ated," says  Senior  Vice-President 
George  K.  C.  Liu.  Taiwan  may  invest 
"$2  billion,  or  $1.5  billion,  or  $1  "billion- 
nobody  knows."  As  for  buying  a  407' 


McDonnell  thought  its  shanghai  plant 
would  give  it  an  edge  in  selling  planes  to 
china,  but  orders  were  smaller  than  hoped 


stake,  "that  was  just  a  recommenda- 
tion," he  says.  "It  could  be  25'a  ." 

Taiwanese  critics  say  the  country  de- 
serves more  for  its  money,  particularly 
technology  transfers.  After  all,  they  ar- 
gue, it  already  assembles  its  own  jet 
fighters  and  engines.  As  it  stands  now, 
Taiwan  gets  its  40%  stake,  a  role  in  de- 
signing the  MD-12,  and  will  put  together 
wings  and  fuselages.  And  if  the  govern- 
ment goes  ahead  with  the  deal,  the  $2 
billion  is  just  for  starters.  Taiwan  would 
probably  have  to  dole  out  an  additional 


$2  billion  for  production  facilities  and 
development  costs. 

McDonnell's  venture  in  China  is  also 
in  trouble.  Since  1986,  the  company  has 
been  co-producing  MD-82  jets  in  Shang- 
hai. By  having  a  Chinese  plant,  McDon- 
nell hoped  to  get  the  inside  track  in  the 
competition  to  supply  150  planes  for  Chi- 
na's domestic  routes.  It  planned  to  sell 
the  Chinese  its  MD-95  jetliner,  with  pro- 
duction to  start  in  Shanghai  by  1996.  But 
the  Civil  Aviation  Administration  of  Chi- 
na (CAAC),  the  country's  flag  carrier, 
wants  to  buy  from  Boeing.  China  now 
says  it's  committed  to  make  only  40 
planes  in  Shanghai.  And  that  may  be  all 
that  McDonnell  gets. 

In  these  hard  times,  McDonnell  needs 
as  many  orders  as  it  can  land.  Overall, 
its  commercial  aircraft  backlog  was 
$17.9  billion  at  yearend,  down  267'  from 
the  year  before.  It  didn't  help  when  Sin- 
gapore Airlines  Ltd.  de- 
cided against  buying  20 
MD-lls  last  year,  and 
switched  to  the  Airbus 
340,  which  can  fly 
greater  distances. 
•SOMETHING  FISHY.'  But 
nothing  is  more  critical 
to  McDonnell's  survival 
in  commercial  aircraft 
than  the  Taiwanese 
link.  The  plan  is  to  form 
an  Asian  consortium,  in- 
cluding Singapore  and 
South  Korea,  that  will 
buy  up  to  497  of  Mc- 
Donnell's commercial 
business.  But  first,  Mc- 
Donnell needs  to  nail 
down  the  Taiwan  Aero- 
space deal. 

Given  the  growing 
clout  of  Taiwan's  legis- 
lature, that  won't  be 
easy.  It  already  has 
shown  its  might:  In  Jan- 
uary, it  vetoed  a  $2.6 
billion  investment  in 
Malaysia  by  state- 
owned  China  Steel. 
Lawmakers  are  now 
outraged  over  the  deal's 
secrecy.  "If  it's  such  a 


good  deal,  why  are  they  keeping  us  in 
the  dark?"  asks  Tsay  Fun-dow,  an  oppo- 
sition legislator.  "There  must  be  some- 
thing fishy  about  it."  If  legislators  nix 
the  McDonnell  proposal,  the  government 
may  still  try  to  pressure  the  private  sec- 
tor into  taking  the  leading  role.  Until 
Taiwan's  problems  are  sorted  out,  Mc- 
Donnell's survival  plans  will  be  stalled 
on  the  runway. 

By  Pete  Engardio  in  Singapore,  Bruce 
Einhorn  in  Taiwan,  and  James  E.  Ellis  in 
Ch  icago 
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CONSUMIRS  START 
TELLING  IT  TO  THE  JUDGE 


They're  challenging  Japan's  legal  shields  against  product-liability  suits 


One  evening  in  1990,  Chisao  Kaji 
and  his  wife  were  watching  tele- 
vision in  their  two-story,  wooden 
home  in  Osaka.  As  they  remember  it, 
their  seven-year-old  Sharp  TV  suddenly 
let  out  a  hiss  and  went  blank.  Baffled, 
Kaji's  wife  unplugged  the  set,  and  the 
two  went  upstairs  to  bed.  Minutes  later, 
their  25-year-old  daughter  shouted  as 
smoke  filled  the  house.  Kaji  and  his  wife 
fled.  Their  daughter  was  found  dead, 
overcome  by  fumes. 

Officials  concluded  that  the  fire  start- 
ed where  the  TV  stood.  But  they  added 
that  someone  might  have  broken  in  and 
set  the  blaze.  Kaji 
saw  it  differently  and 
took  a  step  rare  in  Ja- 
pan: He  sued  Sharp 
Corp.  for  $176,000, 
charging  that  faults- 
design  of  the  T\ 
caused  the  fire.  Shar]) 
declined  to  comment. 
However,  it  recalled 
48,000  newer  model 
TVs  on  Feb.  25  after 
18  emitted  smoke. 
Pioneer  Electronic 
Corp.  and  Toshiba 
Corp.  have  also 
mounted  recalls. 

For  years,  Japa- 
nese consumers  have 
been  a  docile  lot.  But 
now,  consumer  con- 


sciousness IS  rising. 
That's  prompting  government  commit- 
tees, including  one  set  up  by  Prime  Min- 
ister Kiichi  Miyazawa,  to  take  a  hard 
look  at  consumer  protection.  The  Social 
Democratic  Party  is  even  drafting  Ja- 
pan's first  product-liability  law. 
STACKED  DECK.  Such  efforts  could 
change  the  cushy  atmosphere  Japanese 
manufacturers  enjoy  at  home.  For  de- 
cades, they  have  been  shielded  against 
product-liability  suits.  Japanese  legal 
procedures  put  the  burden  of  proof  on 
the  plaintiffs,  while  limiting  access  to 
evidence.  Not  surprisingly,  in  nearly  50 
years,  consumers  have  won  only  150 
product-liability  cases.  In  the  U.  S., 
meanwhile,  American  and  other  manu- 
facturers have  lost  tens  of  thousands  of 
such  suits.  "It's  unfair,"  says  attorney 
Masato  Nakamura,  co-head  of  a  consum- 
er-protection group. 

Kaji's  lawsuit  shows  just  how  difficult 
it  is  for  a  consumer  to  challenge  a  manu- 


facturer in  a  legal  system  that  discour- 
ages litigation  and  is  stacked  in  favor  of 
businesses.  Win  or  lose,  claimants  are 
required  to  pay  as  court  fees  a  percent- 
age of  any  damages  they  seek.  That 
keeps  damage  requests  low.  And  in  his 
case,  Kaji  must  prove  not  just  that  an 
injury  occurred  but  that  the  company 
was  negligent.  In  the  U.  S.,  Kaji  could 
use  pretrial  discovery  procedures  to  win 
access  to  potential  evidence  held  by  the 
company,  such  as  test  reports.  But  ob- 
taining such  information  in  Japan  is  dif- 
ficult, since  courts  don't  allow  discovery. 
Take  the  case  of  Honda  Motor  Co.  It's 
being  being  sued  in 
Kyushu  for  $352,000 
by  the  family  of  a  23- 
year-old  man  killed 
last  year  when  his 
Honda  allegedly  ac- 
■1^^  celerated  and  flipped 

^^^B  over  a  guardrail.  Not- 

amai   ing  there  was  a  skid 
^—J  mark  500  yards  from 

'-h^  accident  scene, 
police  concluded  that 
the  man  had  tried  to 
stop  the  car.  But  gov- 
ernment officials  and 
Honda  technicians 
maintain  there  is  no 
proof  that  the  car 
was  out  of  control.  In 
any  event,  the  family 
may  have  a  hard  time 
proving  its  case  if  it 


can't  obtain  access  to  Honda's  files.  "We 
strongly  disagree"  with  the  family's 
claim,  says  a  Honda  spokesman. 

Japanese  legal  procedures  benefit 
companies  in  other 
ways.  In  January, 
chemical  maker 
Showa  Denko  settled 
out  of  court  in  the 
U.  S.  with  Randy  Sim- 
mons, a  43-year-old 
Wichita  (Kan.)  resi- 
dent. He  claimed  the 
company's  food  sup- 
plement Lrtryptophan 
caused  him  to  become 
a  quadriplegic.  Japa- 
nese newspapers  say 
Showa  faces  over 
1,000  similar  claims  in 
America.  Showa  de- 
clined to  comment. 

In  Japan,  the  corn- 
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TV  SETS 


Sharp,  Toshiba,  and 
Pioneer  recall  thousands  of 
TVs  after  some  emit  smoke 


pany  has  reached  undisclosed  settl( 
ments  in  two  cases  involving  L-trj'ptc 
phan  diagnosed  by  the  Health  <! 
Welfare  Ministry.  Japanese  lawyers  sa 
dozens  of  other  consumers  claim  to  hav 
been  harmed  by  the  supplement.  Bu 
"we  are  unaware  of  any  other  \ictims, 
says  an  official  at  Showa  Denko.  Th 
company  currently  offers  only  to  rein 
burse  dissatisfied  Japanese  customer 
for  purchases. 

FOOT  DRAGGING.  Japanese  consumer^  ^ 
can  sometimes  obtain  relief  from  Indus 
try-financed  funds  in  cases  involvinj 
drug  side  effects  and  injuries  frohl 
household  products.  But  awards  are  ir 
frequent  and  meager.  To  some  analysts 
this  near-immunity  from  product-liabilit 
claims  has  saved  Japanese  manufactur 
ers  a  great  deal  of  money  at  home  an( 
afforded  them  an  edge  in  the  U.  S.  "I 
we  were  to  adopt  a  U.  S.-style  product 
liabilitv  law,  the  cost  vv'ould  be  ver 
high,"  says  Hideo  Takahashi,  deputy  d: 
rector  of  Keidanren,  Japan's  big-bus: 
ness  federation. 

Still,  any  new  consumer-protectioi 
rule  is  likely  to  hit  Japanese  manufactui 
ers  with  somewhat  higher  costs.  The  So 
cial  Democrats'  pro-consumer  measur 
will  likely  go  to  th 
Diet  by  this  spring 
So  far,  the  ruling  Lit 
eral  Democratic  Pai 
ty,  which  is  backei 
by  big  business, 
dragging  its  feet.  Bu' 
"the  LDP  can  hardl; 
say  it's  opposed  t 
something  protectinj 
consumers,"  say 
Waseda  Universit;' 
law  professor  Mich 
taro  Urakawa.  Corj 
sumers  may  soon  gei; 
their  day  in  court. 

By  Ted  Holden.  mt 
Hiromi  Uchida,  h 
Tokyo 
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N  SOUTH  AFRICA, 

\  SHOWDOWN  WITH  HISTORY 


South  Africa's  whites  face  a  stark  choice  when  they  vote 
in  a  Mar.  17  referendum  on  whether  to  continue  negotia- 
tions with  the  black  majority  on  a  hand-over  of  power.  A 
rong  "yes"  would  likely  give  new  oomph  to  the  talks,  where 
uch  progress  has  been  made.  But  a  "no,"  in  the  opinion  of 
any  observers,  would  lead  to  both  heightened  violence  and 
:onomic  decline.  "It's  a  very  important  watershed  in  South 
frican  history,"  says  Chester  A.  Crocker,  former  Assistant 
icretary  of  State  for  African  Affairs.  Crocker  believes  that  if 
16  whites  opt  out  of  the  negotiations  now,  they  risk  forfeiting 
leir  power  "to  shape  their  future." 
President  F.  W.  De  Klerk  called 
le  referendum  after  his  National 
arty  suffered  a  humiliating  defeat 
I  the  pro-apartheid  Conservative 
arty  in  a  parliamentary  by-elec- 
on  Feb.  19.  De  Klerk  was  coming 
nder  increasing  fire  from  white 
ghtists  for  negotiating  a  transi- 
on  to  black  rule.  So  he  proclaimed 
le  by-election  in  the  Afrikaner  uni- 
jrsity  town  of  Potchefstroom  as  a 
lowdown.  He  was  confident  of 
inning  because  his  party  had  easi- 
'  carried  the  constituency  in  the 
eptember,  1989,  general  elections. 
ROADER  TEST.  But  the  Conservatives  won  with  567'.  Now,  De 
^lerk  feels  compelled  to  stage  a  broader  test  in  March  to 
hove  up  his  crumbling  support.  "I  have  to  settle  this  once  and 
)r  all,"  he  said.  He  argues  that  the  Conservatives'  claims  to 
^present  majority  white  opinion  have  to  be  squelched  for 
ilks  with  the  African  National  Congress  to  proceed. 
Political  oddsmakers  favor  De  Klerk  in  this  high-stakes 
amble,  but  he  has  lost  touch  with  rural  Afrikaners  and  is 
ulnerable  to  another  shocker.  Even  with  a  win,  De  Klerk 
aces  continued  trouble  from  the  right,  which  may  hold  out  for 
white  homeland. 

De  Klerk  has  pledged  to  resign  if  he  loses  the  referendum. 


WHITE  RIGHTISTS  CELEBRATE  AFTER  RECENT  ELECTIONS 


Such  a  move  would  lead  to  a  general-election  victory  by  the 
Conservatives,  who  are  led  by  Andries  Treurnicht,  a  former 
Cabinet  minister  who  broke  with  the  National  Party  10  years 
ago  charging  it  was  becoming  too  liberal.  Treurnicht  wants  a 
return  to  the  old  apartheid  policies.  He  would  likely  try  to  ban 
black  political  organizations,  including  the  1.3  million-member 
trade  unions.  He  might  also  try  to  resegregate  public  facilities 
and  send  the  police  to  expel  blacks  from  white  residential 
areas.  Such  moves  would  be  met  by  fierce  resistance.  "If  the 
Conservative  Party  wins,  South  Africa  will  be  thrown  back 
into  a  different  time  zone,  and  the  ANC  will  have  to  reconsider 
its  strategic  objectives,"  warned 
.\\c  Secretary  General  Cyril 
Ramaphosa. 

ANC  RESTRAINT.  A  "no"  vote  also 
would  send  the  economy  into  a  tail- 
spin.  European  diplomats  in  Pre- 
toria are  warning  whites  of  the 
dire  implications  for  investment. 
The  Bush  Administration,  which  is 
differing  Export-Import  Bank  cred- 
its and  help  with  International 
Monetary  Fund  loans  as  carrots  to 
spur  the  talks,  would  consider  re- 
iniposing  the  economic  sanctions 
lifted  last  year. 
The  last  thing  the  ANC,  which  sees  power  almost  in  its 
grasp,  wants  is  to  turn  back  the  clock.  While  the  .\NC  resents 
the  white  minority's  voting  on  the  country's  future,  it  sees 
itself  as  having  a  stake  in  bolstering  its  negotiating  partner, 
De  Klerk.  The  AXC  has  recently  made  concessions  to  De  Klerk 
on  such  issues  as  the  length  of  an  interim  government,  minor- 
ity rights,  and  regional  autonomy. 

Such  points  are  evidence  that  the  whites  still  retain  consider- 
able bargaining  power.  On  Mar.  17,  they  will  have  to  make  up 
their  minds  whether  it  is  wiser  to  capitalize  on  that  clout  now 
or  to  try  to  fight  the  tide  of  history. 

Bi/  Alan  Fine  in  Johannesburg 


HOBAL  WRAPUPI 


CANADA 


The  U.  S.  Customs  Service  is  re- 
sisting heavy  pressure  from  Cana- 
dian Prime  Minister  Brian  Mulroney 
and  Honda  of  America  Manufacturing 
Inc.  to  overturn  a  ruling  that  slaps  Ca- 
nadian-made Honda  Civics  with  a  2.57 
duty.  Customs  charges  that  the  Civics 
are  assembled  from  mostly  Japanese 
parts  so  they  don't  satisfy  the  507 
North  American  content  requirements 
for  duty-free  entry.  Mulroney  is  trying 
to  make  the  dispute  a  showdown  on 
the  future  of  free  trade  in  North 
America,  and  Honda  called  a  press  con- 
ference on  Feb.  13  to  denounce  the 
ruling. 


But  Customs  is  hanging  tough.  In  a 
Feb.  20  letter  to  Honda  of  America 
obtained  by  BUSINESS  week,  U.  S.  Cus- 
toms Commissioner  Carol  B.  Hallett  ac- 
cuses the  company  of  a  "tremendously 
distorting  public  relations  campaign" 
and  blasts  it  for  "public  grandstand- 
ing." Honda  insists  "there  should  be 
public  debate"  on  the  issue  and  urges 
the  U.  S.  to  negotiate  a  resolution  with 
the  government  of  Canada. 

ISRAEl  

The  dispute  with  the  U.  S.  over  guar- 
antees for  loans  to  settle  Jewish 
immigrants  from  the  former  Soviet 
Union  is  beginning  to  inflict  damage  on 
Israel.  In  late  February,  the  Tel  Aviv 


Stock  Exchange  index  plummeted  57. 
The  government's  float  of  19''^  of  Isra- 
el Chemicals  Ltd.  on  Feb.  26  came  in 
below  expectations. 

The  uncertain  atmosphere  is  also 
helping  to  cause  Soviet  Jews  to  delay 
emigration  to  Israel.  Only  4,000  ar- 
rivals are  expected  in  February — well 
below  the  15,000  to  20,000  per  month 
predicted  and  the  lowest  since  this 
wave  of  mass  immigration  began  in 
December,  1989.  The  potential  immi- 
grants are  concerned  about  a  lack  of 
jobs  and  other  problems  in  Israel. 
They  are  also  waiting  for  changes  in 
property  laws  in  the  former  Soviet  re- 
publics that  will  allow  them  to  sell 
their  apartments. 


ERNATIONAL  OUTLOOK 
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HEALTH  CARE  I 


CAN  EUROPE  HELP  CURE 
AMERICA'S  HEALTH  CARE  MESS? 


U.S.  policy  planners  are  looking  closely  at  what  works  well  there — and  what  doesn't 


InlaJ^ine  a  country  where  everyone 
lias  health  insurance.  Nobody  is  de- 
nied coverage  or  charged  extra  be- 
cause of  a  bad  medical  history.  Patients 
can  choose  their  own  doctors.  Hospitals 
have  state-of-the-art  equipment.  Yet  this 
nation's  total  health  care  costs  as  a  per- 
centage of  national  income  actually  de- 
clined during  the  1980s. 

Utopia,  you  say?  Actually,  it's  Germa- 
ny. But  to  an  American,  Germany's  well- 
oiled  health  machine  might  seem  like  a 
distant  fantasy.  While  the  U.  S.  strug- 
gles with  rampant  health  care  inflation 
and  35  million  uninsured  citizens,  Ger- 
many seems  to  be  able  to  combine  uni- 
versal coverage  with  a  tight  rein  on 
costs.  The  same  is  true  across  Europe. 
And  even  though  Europeans  are  grap- 
pling with  problems,  they  have  managed 
to  stabilize  or  slow  the  growth  of  health 
care  s])ending.  None  of  these  countries 
devotes  more  than  9'/  of  gross  domestic 
product  to  health  costs,  while  the  U.  S. 
tab  is  over  12'/! — and  rising  fast. 

Small  wonder  that  American  politi- 
cians and  health  care  experts  have  been 
turning  to  Europe  (and  Canada,  page  54) 
i'or  ways  to  tame  the  U.  S.  health  mon- 
ster and  extend  coverage  to  the  unin- 
sured. Senate  Majority  Leader  George  J. 
Mitchell  (D-Me.)  has  introduced  a  bill 
that  mimics  features  of  several  Europe- 
an systems.  And  the  General  Accounting 
Office  recently  finished  a  study  of  the 
French,  German,  and  Japanese  systems. 
These  countries  "are  natural  laborato- 
ries to  look  at,"  says  David  J.  Gross,  one 
of  the  (;a()  report's  authors.  "We  can 
learn  which  things  work." 

And — just  as  important — which  don't. 
No  country  has  discovered  the  Holy 
Grail  of  health  care.  Europe  is  strug- 
gling with  the  same  cost  pressures  as 
the  IJ.  S.,  brought  on  by  expensive  new 
treatments,  aging  populations,  and  ris- 
ing patient  exjjectations.  Still,  it  seems 
to  have  a  better  track  record. 

While  the  systems  vary  greatly,  from 
Britain's  entirely  nationalized  service  to 
Germany's  decentralized  network,  there 
is  one  common  theme:  a  set  of  health 
care  values  quite  different  from  Ameri- 


ca's. Despite  federal  programs  such  as 
medicare,  most  Americans  think  health 
care  is  best  left  to  the  private  sector.  By 
contrast,  Europeans  emphasize  public 
health  and  equality  of  care.  So  they  have 
accepted  a  stronger  government  role  in 
health  planning  and  control. 
SIMILAR  MIX.  Many  U.  S.  researchers  are 
homing  in  on  Germany.  Unlike  Britain, 
Sweden,  and  Spain,  where  health  taxes 
are  collected  by  the  government  and 
hospitals  are  run  by  the  state,  Germany 
has  features  similar  to  the  U.  S.:  an  em- 
ployer-based system,  numerous  insurers, 
and  a  mixture  of  private  and  public  care. 

The  Germans  have  solved  the  problem 
of  universal  coverage  by  simply  mandat- 
ing that  everybody  join  an  insurance 
plan.  Most  Germans  sign  up  through 
work.  The  fee,  which  av- 
erages a  stiff  12.47'  of 
annual  wages,  is  evenly 
split  between  employee 
and  com()any.  Employ- 
ers then  arrange  for  m- 
surance  through  one  of 
1,200  Krankenkassen 
("sick  people's  funds"), 
nonprofit  organizations 
charged  with  looking 
out  for  patients'  inter- 
ests. The  governmenl 
covers  retirees  and  the 
unemployed. 

The  key  is  the  clout 
that  the  Krankenkassen 
have  with  providers.  By 
law,  associations  of  doc- 
tors and  hospitals  must 
enter  into  annual  negoti- 
ations with  the  funds, 
much  as  German  unions 
wrangle  with  powerful 
employers'  associations. 
The  government  sets  an 
overall  target,  then  lets 
the  negotiators  hash  out 
how  to  divide  it.  In  case 
of  a  stalemate,  an  arbi- 
trator steps  in.  "The  col- 
lective system  ensures  a 
certain  framework  in 
which  prices  can't  spiral 


out  of  control,"  says  Gerhard  Schulte, 
head  of  health  care  and  insurance  at  the 
Health  Ministry  in  Bonn.  Result:  Infla- 
tion-adjusted German  health  care  spend- 
ing rose  2{)'/<'  during  the  1980s,  compared 
with  nearly  50'/^-  in  the  U.  S. 

To  some  U.  S.  planners,  what's  espe- 
cially attractive  about  this  model  is  the 
absence  of  direct  government  control 
over  prices.  In  other  countries,  including 
Canada  and  France,  governments  get  in- 
timately involved,  politicizing  the  pro- 
cess and  adding  bureaucracy.  The  Ger- 
mans force  doctors  and  other  providers 
to  shoulder  responsibility  for  implement- 
ing cost  controls.  Of  course,  one  big 
question  is  whether  Germany's  collec- 
tive-bargaining-style system  would  work 
in  individualistic  .America. 
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In  a  way,  the  U.  S.  private  sector  is 
Tiulating  Germany's  model  via  pre- 
;rred-provider  organizations,  in  wliich  a 
jm|)any  contracts  with  a  set  of  doctors 
nd  hospitals  to  treat  employees  at  ne- 
otialed  rates.  But  PPOs  are  too  limited 
)  have  enough  effect  on  the  U.  S.  sys- 
;m,  which  Jean-Pierre  Poullier,  director 
F  health  policy  studies  at  Paris'  Organi- 
ition  for  Economic  Cooperation  &  De- 
ilopment,  likens  to  a  cash  register: 
rhe  money  pours  in  and  goes  out,  and 
hen  the  kitty  is  empty,  they  raise  the 
remiums."  In  Europe,  negotiated  rates 
ork  because  they  are  comprehensive, 
)vering  nearly  all  providers. 

Europeans  also  give  the  cash  register 
)me  clout  through  strict  government 
ipervision  of  capital  spending.  The  idea 

to  allocate  costly  gear  where  it's  need- 
i,  avoiding  the  U.  S.  phenomenon  of 
jveral  hospitals  in  a  small  city  each 
uying  expensive  new  devices — and  driv- 
ig  up  costs  through  superfluous  treat- 
lents  to  pay  for  them.  In  France  and 
le  Netherlands,  for  example,  any  new 
)nstruction  or  acquisition  of  expensive 
:|uipment  needs  approval  from  the  gov- 
niment.  France  takes  the  measure  one 
;ep  further,  requiring  government  ap- 
foval  to  use  equipment.  Of  course,  a 
overnment  clampdown  on  the  purchase 
f  machines  has  its  drawbacks.  French 
octors  complain  that  the  regulations  of- 
m  mean  long  delays  in  getting  equip- 
lent.  And  patients  often  have  to  travel 


...AND  SO  ARE  COSTS 
rOR  DOCTORS... 


n  Germany  and 
France,  nrianaged  care 
plans  let  patients 
choose  any  doctor 


farther  or  wait  longer  for  treatment. 

On  the  other  hand,  says  Bengt  Jons- 
son,  a  health  economist  at  the  Stockholm 
School  of  Economics:  "If  you  compare 
prices  for  siniilar  procedures,  there's  a 
big  difference  between  the  U.  S.  and  Eu- 
rope." In  1989,  Jonsson  studied  lithotrip- 
tors,  the  $1.3  million  machines  that  zap 
kidney  stones  with  sound  waves.  Dis- 
solving the  same  kidney  stone  cost 
$3,900  in  Sweden,  vs.  $5,700  in  the  U.  S. 

Europeans  seem  to  have  found  the  so- 
lution to  another  of  the  U.  S.'s  key  prob- 
lems: the  link  between  an  individual's 
health  risk  and  insurance  payments.  In 
America,  people  with  "preexisting  condi- 
tions" have  trouble  getting  coverage  or 
pay  astronomical  fees.  And  a  catastropic 
illness  incurred  by  one  or  two  employees 
can  double  or  triple  a  small  business' 
insurance  premiums — or  even  get  its  pol- 
icy canceled. 

European  governments  spread  the 
risks  across  the  entire  population  or 
large  chunks  of  it.  About  80'a  of 


...DESPITE  EEWER 
VISITS 


France's  citizens  are  insured  through  a 
single  government  fund.  People  contrib- 
ute according  to  their  income — not  their 
health  status— usually  through  a  payroll 
deduction.  To  American  eyes,  the 
amounts  seem  high:  Employers  contrib- 
ute 12.B'/!  of  their  total  payroll  to  health 
insurance,  and  employees  a  steep  6.8'/{ 
of  their  paycheck.  But  there  are  few 
comijlaints,  notes  a  Senate  staffer  who 
studied  the  French  system:  "They  don't 
view  it  as  a  tax,  but  as  a  contribution." 

The  French  government  establishes 
prices  for  most  services,  including  doc- 
tors' fees,  which  are  set  at  a  reasonable 
$16  per  visit.  The  French  government 
also  backs  up  its  fee  structure  with 
strict  spending  caps.  Hospitals  are  sim- 
ply given  budgets,  for  example.  If  they 
go  over  budget,  they  have  to  economize 
the  following  year.  The  (;.'\()  report  esti- 
mates that  from  1984  to  1987,  inflation- 
adjusted  hospital  spending  was  9'A  less 
than  it  would  have  been  sans  budget 
caps.  They  "are  the  teeth"  that  keep 
costs  in  line,  says  the  G.'^o's  Gross. 
HOUSE  CALLS.  In  addition  to  strict  budget 
controls,  Europeans  place  a  high  priority 
on  prevention — even  the  British,  who 
spend  only  40'/'  of  what  Americans  do  on 
health  care.  Britain's  much-maligned 
centralized  National  Health  Service, 
with  its  long  delays  and  constant  fund- 
ing crises,  is  hardly  an  ideal  model.  But 
it  has  at  least  one  enviable  feature:  its 
maternity  and  newborn  care.  All  preg- 
nant women  are  treated  free  of  charge, 
and  after  a  new  mother  comes  home 
from  the  hospital,  an  experienced  mid- 
wife makes  daily  house  calls  to  offer 
advice.  In  contrast,  maternity  care  in  the 
I'.  S.  is  an  ad  hoc  affair — great  for  the 
rich,  terrible  for  the  poor — and  a  health 
care  headache  for  everyone,  since  ne- 
glect of  a  teenage  mother  can  result  in 
jjremature  birth,  which  can  add  up  to 
$70,000  in  hospital  costs. 

Emulating  any  of  these  systems 
would  have  its  drawbacks.  Even  with 
centralized  planning,  Europeans  still 
find  that  controlling  costs  is  like  squeez- 
ing a  balloon:  They  just  pop  out  some- 
place else.  In  France,  where  physicians' 
fees  are  regulated,  some  popular  doctors 
demand  under-the-table  payments  from 
patients.  In  Germany,  where  per-day 
hospital  rates  are  preset,  insurers  find 
that  hospitals  boost  fees  by  keeping  pa- 
tients longer — an  average  13  days,  vs.  7 
in  the  U.  S. 

The  essential  European  formula  of 
"spend  less  to  cover  everyone"  can 
mean  painful  compromises  that  Ameri- 
cans might  not  like.  In  Britain,  1  million 
people  are  on  waiting  lists  for  "nonemer- 
gency" surgery — including  cataract  re- 
moval and  hysterectomies.  Some  pa- 
tients wait  more  than  two  years.  And 
those  over  60  often  don't  get  costly  kid- 
ney dialysis.  "If  I  were  rich,  I'd  rather 
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be  in  America,"  says  Julian  Le  Grand, 
professor  of  public  policy  at  the  Univer- 
sity of  Bristol. 

Other  experts  point  out  that  more  re- 
search needs  to  be  done  on  overall 
health  indicators — i.e.,  whether  people 
fare  better  or  live  longer  in  the  U.  S.  or 
European  systems.  For  example,  the 
U.  S.  spends  a  lot  of  money  on  geriatric 
care — and  it  shows:  Americans  over  80 
have  the  world's  second-longest  life  ex- 
pectancy, just  behind  Iceland. 

But  beyond  the  pros  and  cons  of  dif- 
ferent systems  and  the  feasibility  of 


adapting  them  in  the  U.  S.  lies  one  over- 
riding principle:  To  Europeans,  health 
care  is  a  fundamental  right,  not  an  em- 
ployment perk.  Trevor  J.  Andary,  a  23- 
year-old  teacher  from  Kentucky,  has  had 
first-hand  experience .  with  this  philoso- 
phy. He  broke  his  spine  in  a  tumble  off  a 
Welsh  mountainside  last  October  and 
was  paralyzed  from  the  chest  down.  Af- 
ter emergency  treatment,  Andary  want- 
ed to  return  home.  But  he  had  no  health 
insurance  and  wasn't  covered  by  his  par- 
ents'. So,  instead,  he  has  been  taken  care 
of — at  no  cost — through  Britain's  Na- 


tional Health  Service  and  is  now  under- 
going extensive  rehabilitation. 

Even  if  he  had  been  insured  in  the 
U.  S.,  Andary  believes  cost  pressures 
would  have  meant  less  rehab  and  a  more 
difficult  adjustment  for  him.  "They're 
able  to  take  more  of  the  human  side 
here  and  take  as  long  as  needed  with  a 
patient,"  he  says.  That's  one  lesson  the 
U.  S.  would  do  well  to  learn. 

By  Mark  Maremoyit  in  London,  with 
Gail  E.  Schares  in  Bonn,  Stewart  Toy 
in  Paris,  and  Susan  B.  Garland  in 
Washi  ngton 


Commentary /by  William  C.  Symonds 


IT'S  NOT  PERFECT,  BUT  IT  SURE  WORKS 


On  Jan.  7,  Peter  Paterson,  a  re- 
tired Canadian  accountant, 
had  his  first  appointment 
with  one  of  Toronto's  leading  heart 
surgeons.  The  diagnosis:  He  needed 
surgery — fast.  The  next  week,  Pat- 
erson was  admitted  to  a  hospital, 
where  he  received  a  quintuple  by- 
pass. A  rapidly  recovering  Pater- 
son— who  jtaid  nothing  for  his 
care — was  so  impressed  that  he 
wrote  his  surgeon  a  letter  of  thanks. 
"The  medical  system  we  have  here  in 
Canada  is  wonderful,"  he  says. 

Paterson's  experience  may  be  dis- 
missed as  an  anomaly  by  the  critics, 
from  President  Bush  on  down,  who 
argue  that  Canada's  nationalized 
health  insurance  doesn't  work.  They 
say  it's  costly,  bureaucratic,  and  bur- 
dened with  waiting  lines  so  long  that 
many  opt  for  care  in  the  U.  S.  Yet 
Paterson's  story  is  actually  typical  of 
the  Canadian  program's  ability  to  de- 
liver quality  care  in  emergencies.  Can- 
ada does  require  patients  to  wait  for 
critical  procedures  such  as  hip  replace- 
ments. Still,  it  does  a  far  more  equita- 
ble job  jiroviding  reasonably  priced 
healtli  care  to  all. 

LESS  OREAD.  The  merits  of  the  system, 
a  kind  of  countrywide  medicare  admin- 
istered by  the  10  provinces,  are  many. 
Canadians  don't  worry  about  losing  their 
health  insurance  because  of  unemploy- 
ment or  "preexisting  medical  condi- 
tions." Nor  do  they  have  to  dread  being 
financially  wiped  out  by  catastophic  ill- 
ness. The  system  pays  the  entire  cost  of 
medical  treatment,  though  dental  care 
and  prescriptions  aren't  included. 

Canada's  plan  is  funded  mainly 
through  personal  income  tax  revenues — 
one  reason  why  Canadians  have  steep 
income  tax  bills.  The  top  combined  feder- 
al and  provincial  marginal  rate  is  about 


CANADA'S  SYSTEWy 

COVERAGE  Program  covers  all  residents 
for  major  medical  and  hospital  bills  

FUNDING  Through  income  tax  revenues 
(average  top  bracket:  48%)  and  employ- 
ers' payroll  tax.  Doctors  and  hospitals 
reimbursed  directly  by  provincial 
qovernments  according  to  negotiated 
schedule  of  fees.  Patients^ay  nothing^^ 

STRENGTHS  Canada  outperforms  the 
U  S  in  basic  health  Indexes,  including 
infant  mortality  and  life  expectancy  but  it 
spends  40%  less  per  capita  on  health 
care.  Patients  choose  any  doctor  they  wish 

d  WEAKNESSES  Patients  often  forced  to 
wait  for  nonemergency  surgery,  such  as 
hip  replacements  or  even  coronary 
bypasses.  Shortages  of  equipment  as 
government  tries  to  contain  rising  costs 
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487f  on  income  over  $50,000.  Even  so, 
Canadian  health  care  expenditures  per 
capita  run  40'/?  less  than  in  the  U.  S.,  and 
the  burden  on  large  employers  is  dramat- 
ically lower,  too.  In  1990,  Ford  Motor  Co. 
of  Canada  spent  $41  million  on  coverage 
for  its  22,000  workers,  or  about  $65  per 
vehicle  produced.  In  contrast.  Ford  Mo- 
tor Co.  USA  spent  $300  per  vehicle. 

Does  the  system  work?  Life  expectan- 
cy in  Canada  is  77  years,  vs.  75  in  the 
U.  S.  And  the  infant-mortality  rate  is  7 
per  1,000  live  births,  compared  with  the 
U.S.  rate  of  11  per  1,000.  Yet  in  1990, 


Canada  devoted  only  9.5%  of  its 
gross  national  product  to  health 
care  expenses  while  the  U.  S.  spent 
12.27'  of  its  GNP. 

Canada  has  controlled  costs  by 
relying  on  a  single  insurer:  the  gov- 
ernment. As  a  result,  patients  don't 
liave  to  bother  with  endless  insur- 
ance forms,  and  doctors  and  hospi- 
tals need  not  go  to  dozens  of  insur- 
ance companies  to  collect  payment. 
The  U.  S.  General  Accounting  Of- 
fice reported  last  year  that  the 
U.  S.  could  save  $67  billion  in  ad- 
ministrative costs  by  shifting  to 
such  a  single-payer  system — 
"more  than  enough  to  finance  in- 
surance coverage  for  the  millions 
1   of  Americans  who  are  currently 
'  uninsured." 

'CLEAR  THREAT.'  These  days, 
tliough,  constraints  are  worrying 
Canada.  With  a  recession  cutting 
:  deeply  into  tax  revenues,  the 
country's  20-year-old  system  is 
i  facing  a  growing  financial 
1  crunch.  Quebec  is  proposing  a 
fee  of  $5  (Canadian)  per  doctor 
visit.  And  treatment  delays  are 
mounting.  In  Toronto,  patients 
must  now  wait  an  average  of 
two  to  three  months  for  a  coronary  by- 
pass (though  those  in  imminent  danger 
get  priority).  The  restrictions  "are  a  very 
clear  threat  to  our  system,"  warns  Dr. 
Alan  Hudson,  CEO  of  Toronto  Hospital. 

Nevertheless,  Canada's  approach  pro- 
vides another  compelling  advantage:  the 
ability  to  choose  one's  own  physician — an 
increasingly  limited  privilege  in  the  U.  S., 
as  employers  switch  to  managed  care  or- 
ganizations with  their  lists  of  participat- 
ing physicians.  It's  ironic  that  a  feature 
so  cherished  by  free-enterprise-oriented 
America  should  thrive  in  the  govern- 
ment-funded Canadian  plan. 
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a  little  ridieulous. 
Until  we  saw  the  results. 


Put  a  brand  new  Spirit  up  against  a 
new  Accord,  and  you've  got  a  pretty 
fair  contest.  After  all,  Spirit  comes  in  at 
just  $12,682  -  even  when  it  s  loaded 
with  an  automatic  transmission,  air 
conditioning,  electronic  speed  control, 
a  four-speaker  stereo,  tilt  steering 
column,  and  more.' 

Plus,  Spirit  gives  you  a  standard 
airbag.  And  the  Owner's  Choice 
Protection  Plan,  a  warranty  choice  you 
don't  get  from  Honda  or  anyone  else.' ' 

But  put  70,000  miles  on  a  Spirit  and 


then  compare  it  to  a  new  Accord.  You 
wouldn't  think  it  could  possibly  com- 
pete. But  it  not  only  competes.. .it  wins. 

The  fact  is,  we  recently  asked 
100  people  to  make  just 
such  a  comparison.* 


m 
0^ 

m 


lecc 
ini 


.^^7   m '!'  OR  LEASE  .\T  YOl  H  DOIH.E  DEMEIl  ISufkk  iiiifar  w//c(v.   tMSRP  includes  22D  Pkg,  and  excludes  tax  &  dest,  charge.  Paint  shown  $97  extra,  ttSee  limited 
Jsi^j,^  '  '100  GM  &  Ford  owners  trom  the  Los  Angeles  area  likely  to  buy  an  import  compared  '92  5-passenger  models.  "MSRP  compansons  of  1992  Spint  with  22D  Pkg.  and  available 
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They  rated  both  cars  on  33 
fferent  counts,  covering 
iving  and  handhng  ease, 
loothness  on  the  road, 
imfort  and  convenience, 
ominess  and  appearance. 

Overall,  58  of  those  100 
ivers  chose  the  used  Spirit 
'er  the  new  Accord. 

Surprising?  It  was,  even  to  us.  But 
e  comparison  proved  to  be  anything 
It  ridiculous.  Because  in  Spirit, 


Dodge  clearly 


go  head-to-i 


serious  con» 

And  wha 
Spirit  is 
I  priced  six 
in  the  world 


Call  l-8()()-4-A-D()l)(. 
for  (I  free  product  brochure 


Advantage:  Dodge 


Oodge 


 ......^  USA 

arranties,  restrictions  &  details  at  dealer  Excludes  normal  maintenance,  adjustments  and  wear  items.  'i^'JcT^M  OQO 

passenger  seating  vs.  1 992  competitive  6-passenger  cars.  Equip,  levels  vary.  - , 


In  Mickey  Drexler's  idealized  future,  every- 
body would  show  up  for  work  dressed  as 
comfortably  as  he  is  now:  soft  leather 
shoes,  rumpled  khaki  pants  with  pleats,  and  a 
wool  sports  coat. 

It    is    only  natural 
Drexler  would  go  casual. 
After  all,  he's  president  of 
The  Gap  Inc.,  and  these 
clothes  are  his  business. 
There's  nary  a  wing  tip  or 
high-heeled  shoe  in  sight  at 
The  Gap's  San  Francisco 
headquarters.  Employees  pad 


across  the  blond-wood  floors  decked  out  in  all 
manner  of  casual  attire — cotton  shirts,  khaki 
pants,  wool  sweaters,  and  denim.  Lots  of  den- 
im. Hey,  that  guy  down  the 
hall,  is  he  from  the  mailroom 
or  is  he  the  chief  financial  of- 
ficer? There's  no  way  to  tell 
from  the  cut  of  his  jeans. 

But  just  because  these 
workers  aren't  trapped  in 
panty  hose  or  gray  flannel, 
don't  think  serious  busi- 
ness doesn't  get  done 
here.  Millard  S.  Drexler, 
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,  has  turned  The  Gap  into  the  most  popular 
d  profitable  specialty  clothing  chain  in  Amer- 
m  retailing  today. 

Recession?  Retailing  retrenchment?  That's 
r  the  rest  of  the  pack.  Sales  at  The  Gap  and  its 
)ling  stores,  GapKids  and  Banana 
;public,  blasted  up  30%-  in  the  fis 
1  year  ended  Jan.  31,  to  $2.5  bil- 
n.  Earnings  are  expected  to  rise 
%,  to  $225  million.  And  the  glit- 
ing  results  are  no  fluke.  Over 
3  past  three  years,  the  compa- 
has  posted  average  earn- 
?s  growth  of  43%.  "The  Gap 


is  a  huge  success,  while  retailers  around  the 
world  are  struggling  like  crazy,"  says  Melvin 
Jacobs,  chairman  of  the  New  York-based  Saks 
Fifth  Avenue  department-store  chain. 

The  formula  behind  The  Gap's  rise  is  invoked 
by  Drexler  almost  as  a  mantra:  "Good  style, 
good  quality,  good  value." 
That's  good  enough  as  far  as 
it  goes,  but  The  Gap  is  a  lot 
more  than  nice-looking  T-shirts 
and  denim  jackets.  It's  a  net- 
work of  sites  shrewdly  chosen  by 
founder  and  Chairman  Donald  G. 
Fisher.  It's  a  carefully  tended  vi- 
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sion  of  a  Gap  store  as  a  clean, 
well-lighted  place  where  harried 
consumers  can  shop  easily  and 
quickly.  It's  a  culture  that  fusses 
over  the  most  mundane  details, 
from  cleaning  store  floors  to 
rounding  counter  corners  at  GapKids 
stores  for  safety's  sake.  And  it's  a  high- 
tech distribution  network  that  keeps 
1,200  Gap  stores  constantly  stocked  with 
fresh  merchandise. 

LIKED  LOOK.  The  result  is  a  company 
that  connects  with  consumers  the  way 
only  a  few  other  giant  brands,  such  as 
Coca-Cola  or  McDon- 
ald's, manage  to  do. 
Buttressed  by  its  ac- 
claimed advertising 
(page  64).  the  Gap  look 
is  accepted  equally  by 
tots,  teenagers,  young 
adults,  and  graying 
baby  boomers. 

Barry  Sacker,  a  52- 
year-old  human  re- 
sources administrator  in 
Brooklyn,  N.  Y.,  knows 
all  about  Gap  appeal. 
His  favorite  shirt  is  a 
Gap  purple  corduroy 
button-down,  but  his 
18-year-old  daughter, 
Diane,  and  his  16-year- 
old  son,  David,  borrow 
it  all  the  time.  Other 
chains  may  mimic  The 
Gap's  clothes,  Diane 
says,  "but  The  Gap  has 
the  only  ones  that  look 
really  good  and  feel 
really  comfortable." 

The  Gap  is  intent  on 
spreading  its  look  fur- 
ther. Already  firmly  en- 
sconced in  700  of  the 
country's  1,500  biggest 
malls,  it's  taking  advan- 
tage of  recessionary 
blues  by  locking  up 
sweet  lease  deals,  mov- 
ing into  downtowns  and 
urban  neighborhoods,  and  oi)ening  on 
the  main  streets  of  midsize  cities.  This 
fall.  The  Gap  will  dip  its  toe  into  a  new 
market,  casual  shoes,  with  several  new 
Gap  Shoes  stores.  Dean  Witter  Reynolds 
Inc.  analyst  Donald  I.  Trott  figures  The 
Gap  empire  could  hit  2,000  stores  and 
almost  $5  billion  in  sales  by  1!)95. 

You'd  think  Gap  e.xecutives  would  be 
jumping  for  joy,  but  they  remain  deter- 
minedly low-key.  They  stayed  virtually 
invisible  throughout  1991,  even  as  the 
company  churned  out  gangbuster  num- 
bers. Drexler  firmly  declined  an  offer  to 
appear  on  Nightline  during  the  Christ- 
mas shopping  season  to  discuss  The 
Gap's  roaring  success  during  one  of  re- 


tailing's  worst  recessions.  Fisher 
told  a  friend  he'd  prefer  to  stay 
out  of  the  public  eye.  "I  don't 
want  to  be  a  Donald  Trump,"  he 
said. 

So  is  The  Gap  headed  for  a 
Trumpian  tumble'.'  Is  its  success  an  ab- 
erration of  the  recession'?  After  all,  peo- 
ple may  well  start  buying  flashier 
clothes  again  when  times  get  better. 
And  what  happens  when  teenagers  and 
young  adults,  gaga  for  The  Gap  right 
now,  go  on  to  the  next  fad?  Isn't  The 
Gap  overexpanding  and  saturating  mar- 
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kets'.'   Wdiit   ri\al.-  II 
Gap  successfully? 

Certainly,  The  Gap  will  be  scrutinized 
for  any  hint  of  weakness  this  year.  It 
will  have  to  hold  its  own  against  retail- 
ers trying  Gap-like  concepts.  And  after 
three  years  of  stupendous  growth.  The 
Gap's  pace  is  bound  to  ease  (chart).  Al- 
though Wall  Street  forecasts  20'^^  annual 
earnings  growth  through  1997,  a  healthy 
rate  by  any  measure,  the  first  unflatter- 
ing comparisons  with  1991  results  are 
sure  to  shake  individual  inve; 
tors  and  money  managers 
who  buy  on  earnings  momen 
turn.  The  Gap's  stock  has  risen 
from  around  4  in  1987  to  50  or  so 


today,  and  its  price-earnings  ratio  is  . 
heady  35.  So  it's  easy  to  figure  that  199: 
"is  going  to  be  a  roller-coaster  night 
mare"  for  Gap  shares,  says  analyst  Jeai 
M.  O'Neill  of  Kidder,  Peabody  &  Co 

In  interviews  with  BUSINESS  WEEK 
The  Gap's  ordinarily  press-shy  execu 
tives  say  they  aren't  losing  any  sleep 
"We  don't  worry,"  Fisher  says.  "W( 
have  a  distinct  advantage  in  our  name 
our  merchandise,  and  the  number  am 
location  of  our  stores."  Drexler  doesn' 
deny  that  The  Gap  has  benefited  as  con: 
sumers  turned  their  backs  on  ostenta 
tious  display.  "It's  coo' 
to  say  you  shop  at  Wal 
Mart,"  he  says.  But  h( 
insists  that  the  shift  to 
ward  value  is  a  long 
term  trend,  sure  to  con 
tinue  through  the  1990s 
Drexler  is  a  good  exam 
pie:  He  recently  tradei 
in  an  upper-crust  Range 
Rover,  which  broke 
down  a  lot,  for  a  Ford 
Explorer,  which  is  hold 
ing  up  nicely. 

And,  says  Drexler 
don't  count  out  The 
Gap's  staying  power. 
"We've  been  doing  the 
same  thing  for  seven  orpufe 
eight  years,"  he  says 
"This  company  is  no 
overnight  success."  For 
most  of  that  time, 
Drexler  has  been  hon- 
ing The  Gap's  design 
skills.  While  he  concen- 
trates on  the  look  of  the 
clothes  and  stores, 
Drexler  has  a  steady 
partner  and  boss  in 
Fisher.  Low-key  and 
conservative.  Fisher,  63, 
generally  defers  to 
Drexler  on  merchandis- 
ing but  still  works  out 
the  gritty  details  of  site 
selection,  store  con 
struction,  and  manufacturing. 
HEAD-SHOP  DAYS.  Fisher  may  be  no 
merchandiser,  but  The  Gap  is  very  much 
his  brainchild.  The  chain  started  off  in 
the  hippie-and-head-shop  days  of  1969, 
when  Fisher,  then  a  41-year-old  Califor- 
nia real  estate  developer,  couldn't  ex- 
change a  pair  of  Levis  that  were  an  inch 
too  short.  Sensing  a  need  for  a  place 
that  sold  jeans  in  a  comprehensive  array 
of  sizes,  he  set  up  shop  in  San  Francisco 
on  Ocean  Avenue.  The  first  ads  touted 
the  store's  "four  tons"  of  Levi's.  "You 
couldn't  get  into  the  store"  because  it 
was  so  crowded.  Fisher 
says. 

Before  long.  Gap  stores 
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THE  GAP'S 

SIZZLING 

RECORD 

The  Gap's  look  is  in 
with  kids,  teens, 
parents — and 
investors 


THE  RETAILER  IS  A 
STAR  PERFORMER... 

PERCENT  CHANGE  IN  APPAREL  MARKET  SHARE,  1990-91 
THE  GAP 

OFF-PRICE  OUTLETS 
DISCOUNTERS 
SPECIALTY  STORES' 
DEPARTMENT  STORES 
SEARS/J.C.  PENNEY/WARD 


...BUT  GROWTH 
MAY  SLOW... 


PERCENT  CHANGE  IN 
NET  INCOME  FROM 
PREVIOUS  YEAR 
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•  ^  ^vere  sprouting  across  the  coun- 
y.  Sinre  Levi  Strauss  &  Co.  would  not 
How  discounts  on  its  jeans,  Fisher  got  a 
andsome  509!  markup  on  his  mainstay 
roduct.  But  in  1976,  the  year  The  Gap 
'ent  public,  the  Federal  Trade  Commis- 
on  ruled  that  manufacturers  couldn't 
npose  prices  on  retailers.  Cut-rate  Le- 
i's flooded  the  market,  and  The  Gap's 
largins  suffered. 

Fisher  tried  to  sell  higher-margin 
Dore-brand  apparel  under  such  labels  as 
oxtails  and  Chocolate  Fatigues.  TV  and 
idio  ads  exhorted  shoppers  to  "Fall  into 
he  Gap,"  but  once  they  fell  in,  they 
Dund  themselves  in  schlocksville. 
ammed  onto  pipe  racks  were  such  items 
s  terry  cloth  polo  shirts  and  two-in-one 
-shirts  with  zip-off  layers  that  revealed 
ifferent-colored  sleeves.  The  stuff 
'ould  move  only  when  sold  at  discount- 
d  prices.  The  Gap  became  a  me-too  bar- 
ain  basement. 

In  1983,  Fisher  approached  Drexler, 
'ho  had  just  engineered  a  turnaround 
s  president  of  Ann  Taylor  Stores  Corp. 
)age  63).  "The  stores  were  in  good 
iste,  the  merchandise  was  in  good 
iste,  it  felt  good  to  me,"  says  Fisher, 
le  asked  Drexler  to  head  a  new  retail 
hain  he  was  considering  as  a  way  to 
iversify.  Instead,  Drexler  of- 
ered  to  try  to  revamp  The 
lap.  First  step:  liquidate  exist- 
ig  merchandise  through  big 
romotions.  That  sent  profits 
lummeting  from  $22  million  in 
983  to  $12  million  in  1984.  The 
tock  went  from  almost  3  to  a 

VER  STORY 


little  more  than  1  in  the  same  period. 
"We  were  all  scared,  and  I  was  more 
scared  than  anyone  the  first  year  and  a 
half,"  says  Drexler. 

SIMPLE  PALETTE.  Swallowing  his  fear, 
Drexler  started  a  one-man  program  to 
communicate  his  idea  of  what  The  Gap 
could  be.  In  front  of  skeptical  emi)li)yees 
he  waved  pictures  of 
Ralph  Lauren  in  a  jean 
jacket  to  prove  that 
denim  could  look  hip 
and  elegant.  He  asked 
his  designers  why  the;, 
didn't  wear  Gap  clothe.^. 
"We  said  we  don't  like 
them,  they're  junk,"  re- 
members Patricia  De- 
Rosa,  The  Gap  stores' 
executive  vice-president 
for  merchandising.  But 
his  message  sank  in: 
Design  clothes  you 
would  wear,  and  the 
customer  will  follow. 

Some  employees  were 
still  confused,  so  Drexler  handed  out 
signs  with  a  single  word  in  white  letters 
on  gray  background:  Simplify.  He  meant 
not  just  the  clothes,  but  the  whole  way 
The  Gap  does  business.  He  got  rid  of 
executives  who  relied  on  com- 
plicated quantitative  research. 
Instead,  he  hired  people  who 
understood  his  approach  of 
quickly  testing  his  fashion  in- 
tuition in  new  products  and 
pulling  the  nonstarters  fast. 
Drexler  dumped  the  pipe 


racks  and  the  junky  shirts  and  played  up 
The  Gap's  basic  jeans  and  sweats.  He 
brought  in  all-cotton  merchandise  in  a 
deep  assortment  of  colors,  made  space  in 
the  aisles,  and  laid  out  the  goods  folded 
on  tables  and  shelves  where  they  could 
be  easily  touched.  "When  someone 
walks  in  the  store,  I  want  them  to  feel 
as  if  it  were  all  de- 
signed from  one  mind," 
Drexler  says. 

Drexler  and  Fisher 
also  boosted  quality. 
Thanks  to  its  early  for- 
ay into  private-label  ap- 
parel. The  Gap  had  al- 
ready established  ties  to 
manufacturers.  Today, 
the  company  has  200 
quality-control  inspec- 
tors working  inside  fac- 
tories in  40  countries  to 
make  sure  specifica- 
tions are  met  right 
from  the  start.  Because 
The  Gap  designs  its 
own  clothes,  chooses  its  own  materials, 
and  monitors  manufacturing  so  closely, 
it  can  keep  quality  high  and  costs  low. 
And  a  $75  million  automated  distribution 
center  opened  this  winter  outside  Balti- 
more will  enable  The  Gap  to  supply  New 
York  City  stores  daily  instead  of  the 
current  three  times  a  week. 

The  tight  control  extends  to  the  stores 
themselves.  There's  no  more  room  for 
creative  expression  at  a  Gap  store  than 
there  is  at  a  McDonald's — maybe  less. 
Gap  merchandise  goes  through  a  major 
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shift  about  every  two  months,  and  store 
managers  receive  a  book  of  detailed  in- 
structions that  tell  them  exactly  what 
clothes  go  where.  White  walls  are 
touched  up  once  a  week,  wood  floors 
polished  every  three  or  four  days. 

Sales  staff  receive  no  com- 
missions, but  James  V.  O'Don- 
nell.  The  Gap's  chief  operating 
officer,  pumps  up  workers  with 
constant  contests.  Bring  the 
most  multiple  purchases  to  the 
register,  for  instance,  and  win 
a  Gap-logo  watch.  During  the 
shopping  rush  over  Thanksgiv- 
ing weekend  last  year,  O'Don- 
nell  had  Pizza  Hut  and  Domi- 
no's deliver  15,000  pizzas  and 
12,000  six-packs  of  Pepsi  to 
store  staffers.  They  had  to 
chow  down  out  of  sight, 
though.  Eating  or  drinking  in 
front  of  customers  will  get  you 
fired. 

MILANESE  ME-TOO.  Drexler 
once  oversaw  every  major  de- 
sign decision,  and  he  still  keeps 
a  close  watch.  He  visits  stores 
constantly  and  rarely  comes  to 
rest  at  headquarters.  A  typical 
day  at  The  Gap's  San  Francisco 
office  finds  Drexler  roaming 
the  halls,  popping  in  unexpect- 
edly on  staffers  to  praise  or 
criticize  dozens  of  projects  in 
design,  advertising,  and  mer- 
chandising. His  self-appointed 
role  is  to  keep  "rock  star"  de- 
signers in  harmony  with  the 
company's  more  down-to-earth 
managers.  "You  need  both  to 
make  beautiful  music,"  he 
says.  Being  a  member  of  this 
band  isn't  for  everyone.  Insid- 
ers say  newcomers  either  adapt 
easily  to  Drexler's  vision — or 
they  quickly  walk. 

Drexler's  opinionated  style 
comes  through  at  a  meeting  in 
San  Francisco.  About  30  mer- 
chandisers are  showing  the  pro- 
posed fall  collection  for  Gap- 
Kids  to  Drexler.  The  woman  in 
charge  of  jackets  holds  up  a 
hooded  design  cut  to  look  very 
puffy.  Everyone  holds  a  collec- 
tive breath  while  Drexler  eyes 
the  jacket;  "I  hate  it,"  he  says. 
A  big  cheer  goes  up:  The  New 
York  designers  were  pushing 
the  item,  but  the  folks  in  head- 
quarters found  it  ugly.  The 
jacket  is  out.  ■ 

More  often  these  days, 
Drexler  finds  his  staff's  design 
sense  meshes  with  his  own.  The 
Gap's  New  York  designers,  led 
by  Lisa  Schultz  and  John  Fu- 


miatti,  create  their  new  collections  6  to 
12  months  in  advance,  deciding  first  on  a 
"concept"  and  a  palette  of  colors,  then 
designing  individual  items  to  fit  the 
scheme.  This  spring,  it's  deep  shades  of 
mustard,  burgundy,,  and  blue 


e  of 
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that  blend  with  khaki  and  linen.  A  Ir,  1^ 
brand-new  collection  hits  the  stores  jjt 
about  every  eight  weeks,  relegating  last 
month's  idea  to  the  markdown  section 
The  rapid  turnover  keeps  design  m\s% 
takes — such  as  an  unpopular  line  of  pas-  le 
tels  in  1989 — from  languishing 
on  shelves. 

Many  ideas  are  original,  but|li 
others  are  unabashed  knock 
offs:   Last  winter's  pullovers 
and  jackets,  for  example,  were 
based  on   designs  introduced 
several  years  ago  by  Patagonia 
Inc.,  the  pricey  outdoor-clothing  yppEii 
company.  But  The  Gap's  de 
signers  correctly  figured  the 
style  was  about  to  become  (u^tit 
widely  popular.  Another  de 
signer  found  a  flowered  pat- 
tern she  liked  on  a  purse  in  M 
Ian  and  copied  it  for  a  shirt. 

One  design  idea  no  one  at 
The  Gap  would  ever  consider  is 
plastering  The  Gap  name  on 
their  wares.  "It's  not  us,"  says 
designer  Schultz.  Drexler  re- 
cently previewed  a  selection  of 
footwear  for  the  new  Gap 
Shoes  stores  and  spied  a  pair  of 
boots  with  a  Gap  label  sewn  on 
the  outside  of  the  tongues.  He 
insisted  that  those  labels  be 
placed  inside 

For  Fisher  and  Drexler,  the 
current  challenge  is  to  keep 
The  Gap  growing.  A  plan  now 
under  way  to  expand  stores  to 
8,000  square  feet  from  an  aver 
age  of  4,000  is  allowing  for  ex- 
periments in  new  adult  lines, 
such  as  neckties  and  sport 
coats.  Another  effort  to  make 
more  room  for  Gap  goods  is 
complete:  Last  December,  Le- 
vi's jeans  were  phased  out  alto- 
gether. The  Gap  now  sells  only 
clothes  under  its  own  label.  It 
surpassed  the  flagship  label  of 
Liz  Claiborne  Inc.  in  1991  to  be- 
come the  No.  2  clothes  brand  in 
the  U.  S.  after  Levi  Strauss. 

Then  there  are  whole  new 
categories  such  as  kids'  clothes 
Annoyed  by  the  poor  selection 
of  children's  wear  he  found 
while  shopping  for  his  6-year 
old  son  in  1985,  Drexler  con- 
vened a  meeting  of  employees 
with  kids  at  Gap  headquarters 
There  was  a  lot  of  bellyaching 
about  the  poor  quality  and  ugly 
styling  prevalent  in  children's 
clothes.  The  result  was  Gap- 
Kids,  successful  from  Day  One 
and  now  boasting  215  stores 
From  $2  million  in  sales  in  1986, 
GapKids  has  gone  to  an  esti 
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ated  $260  million 
;ar. 

In  1990,  Drexler 
Ided  babyGap  depart- 
ents  selling  simple,  un- 
illy  dresses,  overalls,  and 
her  basics  in  the  Gap's  pal- 
te  of  colors  but  aimed  at 
!wborns  to  two-year-olds:  li  s 
!en  another  hit.  "It's  very  diffi- 
ilt  to  find  good-looking,  durable 
iby  clothes  that  aren't  baby  blue 
'  have  those  little  doggies  all  over 
em,"  says  babyGap  convert  Carolynn 
Gilbert,  a  29-year-old  executive  at  an 
chitectural  firm  in  Southfield,  Mich. 
IPPERY  APPEAL.  Not  all  of  The  Gap's 
•owth  moves  have  been  unqualified 
iccesses,  though.  In  1983,  Fisher 
•ught  Banana  Republic,  then  two  Bay 
[•ea  stores  and  a  highly  popular  catalog 


of  safari-style  clothes  run  by 
Melvyn  and  Patricia  Ziegler.  Ba- 
nana Republic  Stores  per- 
formed wonderfully,  going 
from  an  estimated  $44  mil- 
Hon  in  .sales  in  1985  to  $191 
million  in  1987,  thanks  to 
the  khaki  craze  spawned 
by  movies  such  as  the 
^■i.'-^  "Indiana  Jones"  series, 
Romancing  the  Stone,  and 
Out  of  Africa.  But  by  1988,  the 
safari  madness  ended,  and  Banana 
Republic's  stores  wound  up  losing  an 
estimated  $10  million  over  two  years. 
Fisher  finally  forced  out  the  Zieglers 
and  put  Drexler  in  charge. 

Banana  Republic  has  been  slow  in  re- 
covering from  its  slip.  The  division  has 
gone  through  three  top  product  design- 
ers in  four  years.  But  the  company  now 


says  the  150-store  chain  is  profitable  at 
around  $800  million  in  sales,  and  man- 
agement is  satisfied  with  its  reincarna- 
tion as  a  sort  of  upscale  Gap  with  more 
adventurous  fashions.  The  safari  theme 
has  so  far  been  excised  from  about  707^ 
of  the  unit's  stores. 

Despite  such  missteps.  Fisher's  little 
blue  jeans  business  has  made  him  fabu- 
lously wealthy:  His  family's  387  stake 
currently  is  worth  some  $2.7  billion.  His 
fortune  has  helped  him  indulge  a  passion 
for  modern  art:  Gap  headquarters 
houses  a  corporate  art  collection  as  well 
as  a  number  of  Fisher's  Stellas,  Calders, 
and  Lichtensteins. 

To  keep  The  Gap  from  making  Fisher 
even  richer,  plenty  of  rivals  are  regroup- 
ing to  compete.  Department-store  execu- 
tives preach  to  employees  about  the 
need  to  "Gap-ize"  the  colors,  fibers,  and 


FROM  DIRTY  TOWELS  TO  THE  TOP  OF  THE  HEAP 


ickey  Drexler  surrounds  him- 
self with  handsome  things. 
Museum-quality  wooden  mod- 
si  airplanes  hang  from  the  ceiling  of 
lis  San  Francisco  waterfront  office, 
^rt  books  on  the  prairie  architecture  of 
''rank  Lloyd  Wright,  the  street-life 
)hotography  of  Henri  Cartier-Bresson, 
he  desert  paintings  of  Georgia 
)'Keeffe  are  stacked  on  tables  and 
icattered  across  his  cherry  wood  desk. 
)ut  the  window,  the  silver  towers  of 
he  Bay  Bridge  dominate  the  view. 

Of  course,  his  fans  would  say  that 
milliard  S.  Drexler  himself  is  responsi- 
)le  for  some  handsome  items — the 
:lothes  lineup  at  The  Gap.  But  it  took  a 
vhile  for  this  kid  from  the  East  Bronx 
o  realize  he  had  the  merchant's  knack 
or  spotting  trends  and  creating  styles, 
^n  only  child,  Drexler  grew  up  want- 
ng  to  be  a  businessman — but  he  had 
10  idea  what  business.  His  father 
)ought  buttons  and  leather  for  a  coat 
nanufacturer,  but  that  didn't  spark 
my  immediate  interest  in  the  rag 
rade.  As  a  boy,  Mickey  worked  for  his 
mcle's  laundry  business,  folding  and 
.eparating  towels:  The  spotless  ones 
vent  to  restaurants,  the  stained  ones 
o  gas  stations. 

A  SPARK.'  After  graduating  from 
ironx  High  School  of  Science,  Drexler 
;'ot  a  business  degree  from  what  is 
low  the  State  University  of  New  York 
it  Buffalo  and  an  MBA  from  Boston 
Jniversity.  He  kept  a  low  profile.  His 
Boston  University  classmate  Edward 
).  Winkler,  president  of  Vermont  Re- 
learch  Corp.,  remembers  Drexler  this 
vay:  "Never  heard  of  him." 

Drexler  finally  blossomed  as  a  sum- 
ner  intern  at  Abraham  &  Straus,  the 


department-store  chain  based  in  Brook- 
lyn, where  he  worked  in  the  jeans  de- 
partment. Says  Drexler:  "It  was  the 
first  time  I  had  a  clue  as  to  what  I 
really  liked  to  do."  He  was  good  at  it, 
too.  After  getting  his  MBA,  he  took  a 
job  in  junior  sportswear  at  Blooming- 
dale's  Inc.,  where  he  caught  the  eye  of 
merchandising  manager  Melvin  Jacobs, 
who  now  runs  Saks  Fifth  Avenue.  "He 
had  a  sense  of  style. 
You  could  see  there 
was  a  spark  there," 
Jacobs  says.  Within 
six  months,  Drexler 
became  buyer  for 
women's  swimsuits 
and  sweaters.  "It 
might  take  someone 
else  two  to  three 
years  for  that  kind 
of  promotion,"  says 
Jacobs. 

Drexler  moved  on  to 
R.  H.  Macy  &  Co.  and 
back  to  A&S  again.  All 
along,  though,  he 
chafed  at  department- 
store  bureaucracies. 
At  Bloomingdale's,  for 
example,  he  came 
across  a  collection  of 
basic  but  colorful  crewneck  T-shirts  he 
thought  would  fly  out  the  door.  Even- 
tually, they  did.  But  first,  Drexler  had 
to  go  through  layer  after  bureaucratic 
layer  to  get  his  order  approved.  "You 
were  always  being  second-guessed,  al- 
ways having  to  negotiate,"  he  says. 

In  1980,  he  broke  free  as  president 
of  Ann  Taylor  Stores  Corp.,  where  he 
got  credit  for  a  major  turnaround  at 
the  chain  by  updating  the  look  and  low- 


ering prices.  "He's  contentious,  he's 
contrarian,  I  could  see  how  he  could  be 
a  real  pain  in  the  butt  at  a  department 
store,"  but  he  was  just  what  Ann  Tay- 
lor needed,  says  Sally  Frame  Kasaks, 
who  worked  with  Drexler  at  Ann  Tay- 
lor and  was  recently  named  the  chain's 
new  president. 

Like  Ann  Taylor,  The  Gap  in  1983 
needed  an  overhaul  when  founder  Don- 
ald G.  Fisher  flew  to 
Manhattan  and  coaxed 
Drexler  to  sign  on. 
Fisher  had  been  try- 
ing for  years  to  shake 
The  Gap's  ho-hum, 
bargain-basement  im- 
age, but  none  of  the 
merchandise  manag- 
ers he  had  hired 
seemed  to  grasp  what 
he  was  looking  for. 
"Mickey  was  the  first 
person  to  understand 
what  I  wanted  to  do." 
Drexler  left  his  be- 
loved New  York  City 
and  moved  to  Califor- 
nia with  his  wife  and 
baby  boy. 

In  New  York  and 
San  Francisco,  Drex- 
ler remains  tightlipped  about  his  life 
outside  the  office.  He  refuses  to  dis- 
cuss his  wife,  for  example,  in  defer- 
ence to  her  privacy.  But  it's  no  secret 
that  a  handsome  office  hasn't  been 
Drexler's  only  reward:  His  2.5%  hold- 
ing of  Gap  stock  is  worth  some  $175 
million.  Not  bad  for  a  Bronx  kid 
who  once  folded  towels  for  grease 
monkeys. 

By  Russell  Mitchell  in  San  Francisco 
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display  of  their  wares.  Says  Michael  A. 
Gould,  chairman  and  chief  executive  at 
Bloominfjdale's  department  stores:  "If 
The  Gap  can  do  what  it  does  in  3,000- 
square-foot  stores,  why  can't  I  do  it  with 
a  lot  more  space?" 

That  may  be  what  Gould  has  in  mind. 
Bloomintjdale's,  as  well  as  Neiman-Mar- 
cus  and  Saks,  are  opening  boutiques  to 
sell  designer  Giorgio  Armani's  line  of  A/ 
X  apparel.  Armani  is  looking  to  skim 
The  Gap's  biggest-spending  customers 
with  its  new  A/X  Armani  Exchanges, 
which  offer  stripped-down  fashions  with 
a  European  look  at  prices  much  lower 
than  those  at  the  top  of  Armani's  line. 

Other  retailers  are  also  trying  to  out- 
wit The  Gap.  The  Limited  Inc.  has  Gap- 
like "relaxed  fit"  jeans,  sold  in  some 
stores  with  a  sales  tag  whose  design  is 
strikingly  like  The  Gap's.  The  Limited 
also  has  a  new  line  of  children's  wear. 
Dayton  Hudson  Corp.'s  Target  division 
of  discount  stores  is  experimenting 
with  a  chain  called  Everyday  Hero  that 


will  have  a  distinctly  Gap-like  approach. 

The  Gap's  success  has  inspired  out- 
right hostility  among  some  rivals.  Tom- 
my Z.  Hoffman,  president  of  Keds  Ap- 
parel, a  startup  licensee  of  sneaker 
maker  Stride  Rite 'Corp.,  recently  took 
out  a  four-page  ad  in  Women 's  Wear 
Daily  exclaiming  that  "the  Gap  is  just 
not  feminine  enough"  and  exhorting  re- 
tailers to  buy  Keds  sportswear  so  they 
could  "take  on  The  Gap  together." 

Sniping  from  rivals  isn't  likely  to 
wound  The  Gap — but  cooling  ardor  for 
the  Gap  look  might.  And  a  few  murmurs 
of  ennui  can  sometimes  be  heard  in  this 
land  of  Gap-lovers.  Julie  Grossberg,  26, 
a  film  production  worker  in  New  York 
and  Los  Angeles,  likes  The  Gap — but 
only  up  to  a  point.  "Sometimes  I  find 
their  clothes  kind  of  generic  and  not  so 
special,"  she  says.  "I  like  their  basic  sta- 
ples, but  I  don't  walk  in  there  expecting 
to  fall  in  love  with  something."  Such 
talk  doesn't  faze  Drexler,  who  figures 
he  doesn't  have  to  have  all  of  a  shop- 


HOW  THE  GAP'S  ADS 
GOT  SO-0-0  COOL 


londe.  Beautiful.  Boring.  That's 
how  Maggie  Gross,  The  Gap 
Inc.'s  senior  vice-president  for 
advertising  and  marketing,  reacted  to 
the  woman  modeling  a  white  Gap  tur- 
tleneck.  The  idea  for  this  1988  Los  An- 
geles-area campaign  was  to  show  some 
L.  A.  trendies  in  Gap  garb.  But  this 
Angelena,  album  designer  Lynn  Robb, 
looked  like  any  other  model. 

Gross  changed  that.  "Give  me  a  shot 
of  her  with  her  own  jacket  on,"  she 
told  photographer  Matthew  Rolston. 
Rol)b  donned  her  well-worn  motorcycle 
jacket,  leaving  it  open  to  show  the 
shirt.  A  fashion  cliche  was  transformed 
into  something  that  communicated, 
well,  an  individual  sense  of  style. 

That  photo  launched  the  Individuals 
of  Style  campaign — a  series  of  black- 
and-white  photos  of  personalities  from 
jazz  great  Miles  Davis  to  neo-country 
singer  k.  d.  lang,  all  mixing  Gap 
threads  with  other  clothes.  The  mes- 
sage was  that  Gap's  fashions  blended 
with  everything  from  Armani  sport 
coats  to  Grateful  Dead  headbands. 

A  Gap  credo  is  not  to  overdo  any- 
thing. So  the  Individuals  of  Style  cam- 
paign went  on  hiatus  last  spring,  re- 
placed by  siimple  ads  of  Gap  items  in 
striking  colors.  A  new  campaign  aimed 
at  both  big  Gap  and  babyGap  custom- 
ers shows  an  infant  in  blue-jean-jacket 
swaddling.  Gross  says  Individuals  of 


Style  will  be  back  "when  the  time  is 
right" — but  with  a  difference.  In  the 
1990s,  she  figures,  celebrities  are  out, 
and  social  activists  could  be  in.  The 
Dalai  Lama  in  denim,  perhaps? 

By  Russell  Mitchell  in  San  Francisco 
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per's  money.  As  he 
sees  it,  demand  can 
only  rise  for  the 
sort  of  basic,  ca- 
sual clothing 
that  is  The  Gap's  forte.  If 
the  material  of  choice  is 
not  denim  or  khaki,  it  will 
be  something  else  that  The  • 
Gap  will  master.  I  \ 

Still,  plenty  of  retailers  who  onci  1 
thought  they  had  a  permanent  place  i|.j 
the  nation's  closet  have  instead  been  baf  t 
tered  by  the  changing  winds  of  fashio 
At  The  Limited,  for  example,  the  fla; 
ship  chain  of  Limited  Stores  once  he 
the  imagination  and  shopping  dollars 
millions  of  young  women.  But  now  th^ 
want  something  else,  and  Limited  Store! 
has  been  struggling  to  find  a  new  mis 
"If  there's  one  thing  that's  virtually  I 
law  in  retailing,  it's  that  you  don't  mail] 
tain  a  competitive  advantage  forever 
says  William  Flatley,  director  of  retaj 
strategies  at  New  York  apparel-industr' 
consultants  Kurt  Salmon  Associates. 
BIG  GAPPLE.  For  his  part,  Drexler  fi; 
ures  he  still  has  new  markets  to  co 
quer.  There's  the  prospect  of  oversea] 
expansion,  although  so  far  the  Gap  ha| 
cautiously  moved  only  into  Britain  an 
Canada,  with  35  stores  in  each  country 
But  he  also  believes  that  The  Gap  hasn 
saturated  the  domestic  market 

Most  analysts  agree,  although  som^l 
suspect  that  The  Gap  might  be  gettinj 
too  aggressive  in  New  York  City,  wheri 
a  Gap  outlet  seems  to  be  popping  up  oij 
every  other  block,  That  has  prompter 
some  to  wonder  whether  The  Gap  wil 
share  the  fate  of  Benetton,  the  once-ho 
sweater-and-sportswear  maker  tha 
overexpanded.  Not  to  worry,  says  Deai 
Witter's  Trott.  "Benetton  was  a  loosel} 
controlled,  crappy  franchise  operation,' 
he  says.  The  Gap,  in  contrast,  has  al 
ways  exercised  tight  financial  discipline 

It  may  turn  out  that  the  stiffest  chal 
lenge  will  come  from  within,  where  th 
hip,  fast-moving  culture  Drexler  inspire 
must  survive  in  an  ever-larger  organizai 
tion.  Merchandiser  Kay  Vermeulen  re 
cently  left  the  company  after  four  yean 
to  work  at  Gymboree  Corp.,  a  children';- 
clothes  retailer.  The  Gap,  she  says,"hai 
gotten  so  big  you  have  to  go  througl 
several  people  to  get  anything  done.  Yol 
have  to  sign  off  with  this  department  i 
and  that  department." 

That's  a  criticism  Drexler  doesn't  dis 
miss  lightly.  "I  have  the  same  worries,' 
he  says.  But  with  this  nimble,  hands-or 
president  at  the  helm,  Cappers  probably 
have  little  to  fear  from  creeping  bureau' 
cracy — until  the  unlikely  day  that  Mick 
ey  Drexler  shows  up  for  work  in  wing| 
tips  and  pinstripes. 

By  Russell  Mitchell  in  San  Franciscd 
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The  average  employee 
spends  9.B%  more  time 
at  the  workplace 
than  in  bed. 


Fortunately,  this  is 
no  average  workplace. 

▼ 


It's  the  RACE®  kirniture  system  by  Haworth.  Simply  beautiful.  Beautifully  adaptable. 
Designed  for  the  way  business  people  really  work.  ▼  We  know,  because  we've  been  working  with  them 
for  over  40  years.  Making  work  spaces  more  comfortable.  Work  hours  more  productive,  t  Could  a 
Haworth  system  mean  more  quality  time  and  less  overtime  for  your  employees?  For  information 
about  our  company  and  our  complete  line  of  office  furniture,  call  Laura  Cramer  at  l-800-344-2(->00. 

HAWORTH  WORKS  FOR  BUSINESS.  H^^A^ORTH 


All  this  talk  about  stability. 
No  wonder  you're  so  nervous. 


Relax.  Since  1924,  our  approach  to  retirement  programs  has  been 
built  upon  the  single-minded  pursuit  of  quality. 

Our  unchanging  philosophy  of  pursuing  prudent  risks  plus  our  strict 
investment  guidelines  enable  our  clients  to  prosper,  whether  the 

market  rumbles  or  roars. 

They  are  also  why  our 
Connecticut  General 
Life  Insurance  Company 
has  consistently  earned 
among  the  highest  ratings 
from  Moody's,  Standard 
&  Poor's  and  A.M.  Best 
To  us,  however,  quality 
means  more  than  having 
excellent  financial  ratings. 

It  means  superior 
ftxed  income  results,  wdth 
guarantees  backed  by 
capital  and  surplus  in 
excess  of  $1  billion.  An 
amount  that  puts  us  in 
the  top  l%ofaU  U.S.  life 
insurers.  It  means  providing  everything  you  need  to  run  a  401(k)  or 
pension  plan.  From  plan  design  to  ongoing  management  All  of  which 
allows  us  to  achieve  a  93%  client  and  asset  retention  rate  year  after  year. 

For  further  information,  write  Byron  Oliver,  President,  CIGNA 
Group  Pension,  Dept  M-121,  RO.  Box  2975,  Hartford,  CT  06104. 
And  we  will  make  sure  that  you  never  get  bent  out  of  shape. 


We  get  paid  for  results! 


e 
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;DITED  by  MICHAEL  ONEAL 


NICK  LYONS: 

BOOKS  FOR  THE  COMPLEAT  ANGLER 


ick  Lyons  has  been 
I  hooked  for  years. 
"I'm  a  lunatic  about 
fishing,"  he  confesses. 
At  59,  this  New  York 
juiblisher  and  former 
EngHsh  professor  is  a 
careful  thinker  about 
most  things.  But  his 
passion,  the  stuff  of  his 
daydreams,  is  hooks 
adorned  with  feathers 
floating  down  clear 
Montana  trout  streams. 
It's  no  surprise,  then, 
that  Lyons'  tiny  shop,  Lyons  &  Burford  Publishers  Inc.,  is 
devoted  to  fishing  books.  Its  nearly  100  titles  on  the  subject 
include  many  of  the  best  books  available  on  fly  fishing.  But 
that  isn't  all  L&B  publishes.  Recognizing  that  people  of  all 
stripes  will  pay  dearly  to  indulge  their  avocations,  Lyons  and 
partner  Peter  turford,  a  36-year-old  golf  nut,  have  built  a 
thriving  business  putting  out  an  array  of  books  that  other 
publishers  would  tend  to  pass  by. 

Lyons,  a  former  executive  editor  at  Crown  Books,  and  Bur- 
ford,  a  Princeton  English  major,  have  been  snagging  anglers 
since  1984  with  such  esoterica  as  Power  Su)fcasti)ig  and 
Caddis/lies.  Now,  they're  after  other  fanatics  with  titles  such 
as  Making  Paper  and  The  Anatomy  of  a  Golf  Course.  "A  lot 
of  specialized  books  are  being  ignored  by  big  houses,"  says 
Lyons.  "They  need  a  printing  of  15,000  copies.  We  start  mak- 
ing money  at  2,000."  Revenues  last  year  hit  only  $2  million, 
but  L&B  netted  lO'J  of  that  after  taxes.  Is  there  anything  they 
won't  publish?  "We  were  offered  a  book  on  eel  fishing,"  says 
Burford.  "But  even  we  can't  do  an  eel-fishing  book." 


JULIE  NGUYEN  BROWN: 

MOTOWN  TYCOON  WITH  A  DIFFERENCE 


She's  not  your  typical 
auto-parts  supplier. 
First,  she's  a  woman.  Sec- 
ond, she's  a  Vietnamese 
refugee.  But  over  the  past 
four  years,  Julie  Nguyen 
Brown  has  built  a  $25  mil- 
lion company  called  Plas- 
tech  Engineered  Products 
Inc.  out  of  two  parts-mak- 
ers she  pulled  from  the 
scrap  heap.  Even  though 
she  has  earned  Detroit's 
respect,  the  old-boy  insen- 
sitivities  die  hard.  "She's 
an  aggressive,  shrewd 
businessman,"  says  Chrys- 
ler Purchasing  Executive  Joe  E.  Harris,  without  a  hint  of 
irony.  "A  lot  of  times,  you  don't  find  that  in  these  guys." 

Brown,  42,  is  used  to  breaking  through  barriers.  Born  in 
French-occupied  Vietnam,  the  daughter  of  a  petroleum  engi- 
neer, she  left  the  war-ravaged  land  at  16  and  came  to  Ypsilan- 


ti,  Mich.,  as  a  high  school  exchange  student.  Although  her 
English  was  spotty.  Brown  eventually  earned  a  computer- 
science  degree  from  Tulane  University.  She  lost  her  visa  in 
1972  and  had  to  return  to  Vietnam.  But  when  Saigon  collapsed 
three  years  later,  she  returned  to  the  U.  S. — this  time  as  a 
refugee  in  the  belly  of  a  U.  S.  military  transport  plane.  She 
landed  a  job  at  Ford  Motor  Co.  as  a  product-design  engineer 
and  soon  noticed  that  the  company's  suppliers  were  producing 
shoddy  parts.  Brown  figured  she  could  do  better. 

In  1988,  she  got  her  chance.  Brown  bought  Caro  Plastic 
Corp.  and  Dynaplast  Cor[).  for  a  total  of  $8  million,  with  help 
from  a  Michigan  minority  development  loan.  The  companies, 
which  made  plastic  parts  such  as  door  handles  and  wheel 
covers,  were  both  in  financial  trouble.  But  by  cutting  employ- 
ees, buying  new  machinery,  and  improving  service,  Brown 
turned  them  around.  Her  advice  for  her  industry:  "We  have  to 
be  serious  about  cutting  costs  and  not  just  give  it  lip-service." 
A  survivor  like  Brown  can  differentiate  between  tough  talk 
and  action. 

Bi)  Greg  Boiccn.s  in  St.  Clair  Slwres,  Mich. 


CLAUDIA  KING: 

GOING  FOR  BROKE  IN  BANKRUPTCY 


One  person's  loss  is  of- 
ten another's  gain. 
Consider  Claudia  King,  of 
bankruptcy-administration 
firm  Claudia  King  &  Asso- 
ciates Inc.  King  uses  com- 
puters to  help  companies 
manage  the  endless  paper- 
work of  filing  for  bank- 
ruptcy— a  growth  market 
these  days.  Her  client  ros- 
ter reads  like  a  Who's  Who 
of  bankrupt  companies, 
from  the  Trump  Taj  Mahal 
to  Continental  Airlines  to 
Circle  K  Corp. 

King's  firm  specializes 
in  smoothing  out  the  nitty- 
gritty  of  bankruptcy  filings  by  automating  all  the  administra- 
tive requirements.  A  customized  software  package  provides 
back-office  data  processing  while  keeping  track  of  such  mun- 
dane details  as  filed  claims  and  court-required  mailings.  Says 
Circle  K  Controller  Diane  Klein:  "Claudia  helped  us  navigate 
though  a  very  convoluted  process." 

King's  path  into  bankruptcy  court,  however,  was  hardly 
smooth.  Married  at  19  and  a  mother  a  year  later,  she  had  to 
drop  out  of  college  after  only  two  years  to  work.  "All  my 
education  has  come  from  the  school  of  hard  knocks,"  she  says. 
Her  breakthrough  came  in  1980,  when  she  moved  to  San 
Francisco  and  started  as  a  temporary  secretary  at  Itel  Corp. 
When  the  equipment  lessor  filed  for  bankruptcy  a  year  later. 
King  landed  the  job  of  administering  the  proceedings.  With 
Itel's  programmers,  she  created  software  to  help  deal  with  the 
blizzard  of  paperwork.  By  1984,  she  was  marketing  customized 
versions  of  the  package  to  other  bankrupt  companies.  She 
moved  to  Jersey  City,  N.  J.  in  1985,  and  started  her  own  firm — 
and  by  last  year  she  was  pulling  in  revenues  of  $7  million. 

King  expects  the  spate  of  bankruptcies  to  continue  well  into 
the  1990s.  Not  that  she's  shedding  any  tears.  Bankruptcy 
administration  is  a  messy  job.  But  somebody  has  to  do  it. 

By  Sunita  Wadekar  Bhargava  in  New  York 
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MIKE  ARMSTRONG'S 
LEAP  OF  FAITH 


What  made  him  trade  a  shot  at  leading  IBM  for  the  top  slot  at  Hughes 

The  timing  couldn't  have 
been  much  worse.  A  day 
earlier,  Robert  C.  Stempel 
had  returned  from  his  bruising 
January  trip  to  Japan  with  Pres- 
ident Bush.  But  C.  Michael  Arm- 
strong was  determined  to  meet 
with  the  General  Motors  Corp. 
chairman  anyway.  Armstrong,  a 
lifelong  IBM  employee  and  possi- 
ble heir  to  Chairman  John  F. 
Akers,  was  considering  leaving 
Big  Blue  to  run  GM's  Hughes 
Aircraft  unit.  But  first,  Arm- 
strong needed  assurance  that  he 
could  run  the  business  without 
too  much  interference  from  GM. 
"What's  essential  for  the  suc- 
cess of  Hughes  is  for  you  to  de- 
cide," Stempel  promised.  "You 
have  that  freedom." 

That  was  all  Armstrong  had 
to  hear.  After  a  brilliant  rise  at 
IBM,  including  building  its  Euro- 
pean operations  into  a  $26  billion 
powerhouse,  Armstrong 
stunned  IBM  on  Feb.  19  by  an- 
nouncing his  departure.  He'll  re- 
port to  Hughes's  Los  Angeles  headquar- 
ters in  April.  His  mandate:  weaning  the 
company  from  its  dependence  on  Penta- 
gon contracts. 

PROBLEM  CHILD.  Armstrong's  decision  to 
leave  IBM  was  largely  driven  by  his  pros- 
pects there.  Both  IBM  CEO  Akers  and 
Armstrong  say  Akers  made  it  clear  that 
Armstrong  was  not  going  to  get  IBM's  top 
spot  eventually.  Armstrong,  53,  says 
there  was  no  acrimony  over  the  issue, 
adding:  "I  happen  to  know  IBM  has  not 
made  a  decision  on  succession."  But  ap- 
parently he  was  restive  enough  to  pursue 
the  top  slot  at  Allied-Signal  Inc.,  a  post  he 
lost  to  Lawrence  A.  Bossidy,  according  to 
a  friend  of  Armstrong's. 

Hughes  seems  an  odd  place  for  an  IBM 
lifer  to  make  his  stand.  Known  mostly  for 
its  high-tech  military  hardware,  Hughes 
has  been  closely  watched  by  CM  since  its 
acquisition  in  1985  for  $5.2  billion.  And  OM 
hasn't  always  been  happy  with  what  it 
has  seen.  Although  Hughes  lived  high  off 
superpower  tensions,  helping  to  pioneer 
everything  from  satellites  to  guided  mis- 
siles to  sophisticated  fighter-jet  radars, 


keeping  costs  down  and  production  inies 
on  schedule  has  been  another  matter. 
When  Pentagon  budgets  tightened  in  the 
late  1980s,  CM  executives  winced  as 
Hughes  stumbled. 

Now,  with  far  deeper  cuts  on  the  way, 
and  Hughes's  parent  in  hot  financial  wa- 
ter, the  pressure  will  only  grow  more  in- 
tense. Hughes's  advanced  medium-range 
missile  orders,  which  account  for  5/?  of 
total  sales,  are  secure  for  now.  But  it  has 
been  losing  scarce  contracts  for  other 
missiles,  including  a  $270  million  order 
of  Mavericks  recently  snared  by  Ray- 
theon Co. 

The  same  is  true  in  radar  equipment  as 
production  winds  down  on  two  of  the 
three  fighter  jets  that  Hughes  supplies. 
Plans  to  scale  back  the  B-2  program  will 
also  hurt:  Hughes  produces  radar  gear 
for  the  bombers.  And  prospects  for  new 
work  dimmed  when  Hughes  lost  to  Wes- 
tinghouse  Electric  Corp.  in  a  bid  to  build 
the  radar  system  for  the  F-22  advanced 
tactical  fighter. 

Armstrong's  predecessors  began  lay- 
ing the  groundwork  for  a  move  away 


from  defense  in  the  late  1980s.  Hughes 
moved  earlier  than  most  in  slashing  em- 
ployment levels.  It  prodded  engineers  to 
use  their  expertise  on  flashy  applications 
such  as  a  solar-powered  car  for  GM  called 
the  Sunraycer.  And  thanks  to  a  string  of 
acquisitions  in  satellites,  in-flight  videos, 
and  even  high-tech  amusement  park  rides 
(table),  d07<  of  Hughes's  revenues  come 
from  commercial  work,  compared  with 
next  to  none  in  1988. 

But  earnings  growth  may  be  harder  to 
come  by.  After  buying  its  way  into  com- 
mercial flight  simulators  in  1988,  for  in- 
stance, Hughes  found  itself  rocked  by  the 
recession,  as  airlines  stopped  buying  the 
units.  That  led  to  a  $40  million  charge  in 
the  third  quarter  of  1991.  For  the  year, 
estimated  operating  earnings  slid  almost 
197',  to  $539  million,  on  flat  revenues  of 
$7.7  billion.  Then  there's  the  matter  of  its 
parent.  To  continue  diversifying,  Arm- 
strong will  have  to  rely  on  cash-strapped 
GM  to  keep  the  money  flowing.  "The  key 
question  is:  Will  GM's  financial  situation 
affect  Hughes's  ability  to  continue  mak- 
ing acquisitions?"  says  Lawrence  Harris, 
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1  analyst  with  Kemper  Se- 
irities  Group. 

Remaking  a  defense  con- 
•actor  isn't  something  Arm- 
:rong  had  ever  contemplat- 
1.  But  in  early  December, 
e  received  a  call  from  head- 
unter  Pendleton  James,  a 
)rmer  Reagan  White  House 
Laffer.  At  the  time,  Arm- 
trong,  chairman  of  IBM's 
verseas  business,  was  busy 
ommuting  between  IBM 
eadquarters  in  Armonk, 
].  Y.,  and  Paris  to  pin  down 
n  alliance  between  IBM  and 
Vance's  Groupe  Bull.  Meet- 
ig  with  James  for  less  than 
0  minutes  in  Armstrong's 
parsely  furnished  office,  the 
executive  listened  polite- 
I.  James  hinted  that  Arm- 
trong  wouldn't  have  much 
f  a  run  heading  IBM — where 
le  retirement  age  is  60 — by  the  time 
.kers  steps  down  in  1995.  How  about 
[ughes,  where  he  could  retire  at  65? 
.rmstrong  says  he  was  "intrigued." 
OOD  VIBRATIONS.  What  Armstrong 
idn't  know  was  that  Malcolm  R.  Currie, 
ie  retiring  Hughes  chairman,  felt  un- 
asy  about  going  outside  Hughes  for  a 
accessor.  After  a  painful  five-year  re- 
tructuring  that  cut  20%  of  Hughes's 
2,000  jobs,  Currie  planned  to  pick  one  of 
is  own  people  to  carry  on.  In  fact,  he  had 
een  grooming  five  possible  candidates — 
iree  of  them  scientists  or  engineers 
dth  long  track  records  at  Hughes.  But 
e  had  hired  James  to  scout  outside  pros- 
ects,  too. 

The  headhunter  set  up  a  meeting  with 
.rmstrong  and  Robert  J.  Schultz,  the  GM 
ice-chairman  who  oversees  Hughes.  On 
an.  19,  the  three  sat  down  to  breakfast 
t  the  Sky  Club  in  New  York's  Pan  Am 
luilding.  "The  vibes  were  good  right 
rom  the  start,"  recalls  James.  Both 
chultz  and  Armstrong  grew  up  in  De- 
roit,  and  they  had  known  each  other 
ince  Armstrong  was  head  of  IBM's  mar- 
eting  services  and  GM  was  one  of  his  big- 
est  customers.  But  before  learning  the 
etails  of  the  job,  Armstrong  had  to  know 
"  he  would  truly  be  the  boss  at  Hughes, 
ays  Armstrong:  "I  was  absolutely  not 
iterested  in  becoming  a  division  or  group 
resident,  and  Bob  needed  to  know  that." 

Schultz  and  James  left  the  meeting 
eeling  anxious.  "We  both  sat  there  con- 
inced  he  was  the  right  guy,"  recalls  the 
eadhunter.  But  they  weren't  sure  he 
/anted  the  job.  The  next  step  for  James 
/as  getting  Armstrong  together  with 
lurrie.  By  this  time,  with  Pentagon  bud- 
:et  cuts  heightening  the  need  to  diversi- 
y,  Currie  had  softened  on  the  idea  of 
ringing  in  an  outsider.  But  he  wondered 
/hy  the  IBM  heir  apparent  would  come  to 
lughes.  "Is  he  really  interested  in  us?" 


HUGHES  BRANCHES  OUT 


Like  most  Pentagon  contractors,  Hughes  Aircraft  is  trying  to  find  non- 
defense  markets  for  its  technology.  Among  the  latest  projects: 

CAR  PHONES  Scheduled  for  introduction  in  the  third  quarter,  the 
phones  will  employ  digital  technology,  which  should  let  the  system  car 
ry  three  times  more  calls  than  current  networks 


DIRECT-BROADCAST  TV  Plan  is  to  beam  satellite  signals  directly  to 
households  equipped  with  miniature  satellite  dishes,  starting  in  1994. 
The  service  is  intended  to  compete  against  cable  and  will  be  capable 
of  handling  high-definition  TV  signals 

ELECTRIC-CAR  POWER  SUPPLY  A  radar  parts  plant  is  being  convert- 
ed to  make  a  key  power  supply  component  for  GM's  Impact  electric 
car,  which  is  to  be  introduced  in  California  by  the  mid-1990s 

HIGH-TECH  ENTERTAINMENT  Employing  technology  developed  for 
its  flight  simulators,  the  company  recently  introduced  the  Commander 
ride  for  arcades  and  airports 

IN-FLIGHT  VIDEO  Hughes  just  signed  a  $70  million  deal  to  provide 
personal  video  screens  and  programming  for  Northwest  Airlines 


Currie  asked  James.  "Can  we  really  get 
him?" 

Eleven  days  later,  the  two  met  at  the 
Sky  Club.  Currie  brought  a  briefcase 
bulging  with  charts  and  graphs  to  map 
out  his  plans  for  Hughes.  The  meeting 
started  after  lunch  and  lasted  nearly  five 
hours.  Armstrong  grilled  Currie,  pressing 
hard  on  the  problem  of  declining  defense 
budgets  and  General  Motors'  expecta- 
tions for  the  subsidiary.  Armstrong  came 
away  convinced  he  could  take  over  quick- 
ly and  "without  making  a  lot  of  changes." 
But,  he  adds,  "there  was  still  one  more 
call  I  had  to  make."  He  needed  to  talk  to 
Stempel. 

Once  the  GM  chairman  told  Armstrong 


what  he  wanted  to  hear, 
Armstrong  flew  back  to  Ar- 
monk to  inform  Akers.  For 
more  than  80  years,  since 
meeting  at  IBM's  sales 
school,  the  two  had  worked 
their  way  up  the  IBM  chain  of 
command.  At  times,  they 
even  vacationed  together. 
But  Akers  says  he  told  Arm- 
strong in  the  fall  that  he 
wasn't  going  to  run  IBM,  and 
Akers  knew  Armstrong  was 
considering  other  jobs.  Their 
final  meeting,  as  Armstrong 
recalls  it,  was  tellingly  brief. 
"I  think,  John,  come  the  end 
of  February,  I'll  be  retiring 
from  IBM,"  Armstrong  said. 
"I'm  considering  taking  this 
CEO  job  at  Hughes."  After  a 
moment's  silence,  Akers  re- 
sponded with  an  outstretched 
hand,  saying  only:  "That's 
one  hell  of  an  opportunity,  Mike.  I'm  go- 
ing to  miss  you,  but  good  luck." 

While  Armstrong  has  never  worked 
outside  the  computer  industry,  Schultz 
and  Stempel  obviously  think  he  is  up  to 
the  task.  They're  counting  on  his  market- 
ing experience,  operational  skills,  and  in- 
ternational contacts.  "When  we  decided 
to  go  outside,  we  wanted  someone  who 
could  come  in  with  immediate  credibility," 
says  Schultz.  Armstrong  also  sees  him- 
self as  a  sort  of  diplomat.  "I  have  a  lot  of 
good  friends  around  the  world,"  he  says. 
Leading  a  defense  contractor  into  an  un- 
certain future,  he'll  need  all  the  friends 
he  can  get. 

B)/  Eric  Sc/iiue  in  Los  Angeles 
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THE  BEST-LAID 
ETHICS  PROGRAMS... 


.couldn't  stop  a  nightmare  at  Dow  Corning.  What  happened? 


I 


n  Midland,  Mich.,  population  38,000, 
I  the  downtown  is  a  mere  four  blocks 
long.  The  community  boasts  a  top- 
rated  school  district,  58  churches,  and 
two  corporate  giants:  Dow  Chemical  Co. 
and  Dow  Corning  Corp.  Midland  is  a 
law-abiding,  God-fearing  town,  where 
ethics  and  values  still  mean  something. 
That's  why  allegations  that  Dow  Cor- 
ning sold  faulty  breast  implants  have 
dominated  the  talk  among  early-morning 
regulars  at  the  Holiday  Inn  restaurant 
on  Wackerley  Road. 

What  makes  the  disclosures  all  the 
more  puzzling  is  that  Dow  Corning  has 
long  been  recognized  as  a  pioneer  in  cor- 


porate ethics.  It  was  among  the  first  to 
establish  an  ethics  program,  which  many 
believe  to  be  the  most  elaborate  in  Cor- 
porate America.  Yet  the  controversy 
now  swirling  around  Dow  Corning  high- 
lights the  limitations  of  such  initiatives, 
and  it  may  serve  to  remind  other  compa- 
nies that  even  the  best  plans  are  no 
guarantee  against  lapses. 
'SPRAY  AND  PRAY.'  Ethics  programs 
reached  nearly  faddish  proportions  in 
the  late  1980s.  Business  schools  added 
ethics  courses.  Consultants  peddled  lec- 
tures and  seminars.  "The  rule  in  ethics 
was  spray  and  pray,"  says  Mark  Pastin, 
director  of  the  Lincoln  Center  for  Ethics 
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in  Tenipe,  Ariz.  Consultants  looked  for 
big  companies,  asked  for  big  fees,  "then 
sprayed  some  ethics  over  them  and 
prayed  that  something  happened." 

Dow  Corning  took  a  different  route. 
"It  was  more  than  just:  'Do  good  and 
avoid  evil,'  "  says  Kenneth  Goodpaster, 
a  former  professor  at  Harvard  business 
school  who  prepared  a  trio  of  case  stud- 
ies on  the  company.  "It  was  thought  by 
everyone  to  be  a  brilliant  process." 

The  system  got  its  start  in  the  early 
1970s,  in  the  aftermath  of  Watergate 
and  the  reports  that  Lockheed  Coi-p. 
spent  millions  bribing  foreign  officials. 
Dow  Coming's  chairman  at  the  time, 
John  S.  Ludington,  sought  to  create  a 
corporate  culture  that  emphasized  high 
ethical  standards.  In  1976,  he  launched  a 
Business  Conduct  Committee,  made  up 
of  company  executives  wlio  report  di- 
rectly to  a  board  committee. 
SHINING  BEACON.  P'rom  the  beginning,  it 
was  an  ambitious  effort  (table).  The 
company  immediately  l)egan  a  series  of 
audits  to  monitor  compliance  and  com- 
municate with  employees  about  ethics. 
These  sessions  were  to  take  place  at  ev- 
ery operation  once  every  three  years. 
Two  company  training  programs  includ- 
ed segments  on  the  subject,  and  Dow 


Coming's  semiannual  employee  opinion 
surveys  had  an  ethics  section. 

That  extensive  commitment  to  ethics 
was  what  attracted  the  attention  of 
Goodpaster,  whose  case  studies  on  the 
Dow  Corning  program  have  since  been 
hashed  over  by  thousands  of  MBAs  and 
managers  in  executive-education  classes. 
One  study  showed  how  an  early  audit 
uncovered  a  major  Dow  Corning  distrib- 
utor overseas  who  was  bribing  customs 
officials  to  obtain  lower  duty  rates. 
Many  executives  left  Harvard  hoping  to 


Few  will  speak  out  on 
moral  issues  in  a  big  group — 
or  in  front  of  the  boss 


establish  similar  programs  in  their  own 
conipanies,  Good|)aster  says. 

The  system  that  so  impressed  others, 
however,  seemingly  failed  to  pick  up  any 
signs  of  controversy  over  the  safety  of 
breast  implants  during  four  separate  au- 
dits since  1983.  Executives  from  Dow 
Coming's  conduct  committee  descended 
on  the  Arlington  (Tenn.)  facility  of  Dow 
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Coming  'Wright,  the  unit  that  makes  sili 
cone  imi)lants,  for  a  review  in  October 
1990.  The  safety  issue  didn't  crop  upfc 
during  the  three-hour  audit  with  nine  rd' 
employees,  says  Jere  D.  Marciniak,  an  0 ' 
area  vice-president  who  is  chairman  of 
the  conduct  committee. 
LEAKY  NET.  Yet  as  far  back  as  1976,  the 
same  year  Dow  Corning  launched  its 
ethics  program,  the  engineer  who  sound- 
ed an  early  alarm  on  the  product's  safe- 
ty ijuit  the  company  in  protest.  A  Dec. 
15,  1977,  memo  from  employee  Frank 
Lewis  recounted  reports  by  four  doctors 
that  52  of  400  implant  procedures  had 
resulted  in  ruptures.  Those  and  other 
internal  documents  suggest  that  Dow 
Corning  was  aware  of  problems  for 
years  and  tried  to  keep  the  public  from 
learning  of  them — although  the  compa- 
ny maintains  it  has  done  nothing  wrong. 

Whatever  the  ultimate  verdict,  Good- 
paster is  incredulous  that  the  ethics  pro- 
gram failed  to  uncover  signs  of  internal 
dissent.  "It's  puzzling  because  those  are 
the  kinds  of  memos  and  concerns  that 
this  audit  practice  might  bring  to  the 
surface,"  says  Goodpaster,  now  a  pro- 
fessor at  the  College  of  St.  Thomas  in 
St.  Paul,  Minn. 

Why  didn't  it?  P^or  the  most  part,  eth- 
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's  pnififiinis  aren't  dc- 
[gned  to  deal  directly 
'ith  complex  problems, 
istead,  they  are  there 
nly  to  help  cultivate  an 
verall  environment  of 
roper  conduct.  At  Dow 
orning,  issues  of  product 
ifety  or  efficacy  typically 
0  through  normal  man- 
gement  channels.  In  this 
asp,  the  concerns  sur- 
iced  before  the  compa- 
y's  Medical  Device  Busi- 
ess  Board,  which  decided 
)  conduct  further  safety 
tudies.  "It  wouldn't  have 
een  necessary  to  bring 
p  [the  implants'  safety] 
iside  a  code-of-conduct 
leeting  unless  an  employ- 
e  thought  the  process 
'asn't  working  well  and 
'anted  to  raise  the  issue," 
ays  Marciniak. 

lUTED  WHISTLES.  But  some  ethicists  are 
ow  beginning  to  question  whether  Dow 
Morning's  program  was  really  as  well- 
esigned  as  they  once  thought.  Boston 
onsultant  Barbara  Ley  Toffler  points 
ut  that  few  managers  are  likely  to 
peak  openly  about  moral  issues  in  a 
oom  filled  with  many  employees,  includ- 


DOW  CORNING'S 
ETHICS  SYSTEM 

k-  Si.x  managers  serve  ihrce-year 
stints  on  a  Business  Conduct  Commit- 
tee. Each  member  devotes  up  to  six 
weeks  a  year 

►  Two  members  audit  every  business 
operation  every  three  years.  The  panel 
reviews  up  to  35  locations  annually 

►  Three-hour  reviews  are  held  with 
up  to  35  employees.  Committee  mem- 
bers use  a  code  of  ethics  as  the  frame- 
work and  encourage  employees  to 
raise  ethical  issues 


►  Results  of  the  audits  are  reported 
to  a  three-member  Audit  &  Social 
Responsibility  Committee  of  the 
board  of  directors 


WILL  GUIDE  US' 


ing  one's  boss.  "You  need  small  groups 
of  about  six  people,  and  even  then  the 
reality  is  that  someone  inside  won't  talk 
freely  to  someone  in-house,"  she  says. 

Likewise,  you  won't  get  many  red 
flags  when  top  managers  believe  con- 
cerns about  safety  are  unwarranted. 
Dow  Corning  still  argues  that  the  prod- 
uct does  not  pose  an  unreasonable  risk, 


and  Kcitli  K.  McKennon, 
who  recently  succeeded 
Ludington  as  chairman, 
vigorously  defends  the 
conduct  of  the  company's 
managers.  "I  have  a  high 
regard  for  their  sincerity 
and  integrity,  and  I  don't 
ascribe  bad  motives  to 
anyone,"  he  says. 

What  becomes  of  the 
implant  business  now  is 
anyone's  guess.  In  early 


January,  a  Food  &  Drug 
Administration  advisory 
committee  issued  a  sort  of 
split  verdict:  Implants  may 
remain  on  the  market  in 
limited  use,  but  clinical  tri- 
als will  test  their  safety. 
McKennon  says  he  is 
thinking  of  abandoning 
implants,  which  represent 
less  than  1'a  of  Dow  Cor- 
ning's  $1.8  billion  in  sales.  But  there's 
one  part  of  Dow  Corning  he  has  no 
plans  to  touch:  the  ethics  program.  Al- 
though it  apjmrently  failed  to  tip  off  the 
company  to  potentially  unethical  behav- 
ior, says  Marciniak,  "it  still  will  aid  and 
guide  us  through  this  difficult  time." 

By  John  A.  Byrne  in  New  York;  with 
bit  trail  reports 
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UNIONS  I 


'THEY'VE  MADE  IT 

A  MANHOOD  ISSUE  NOW 


Rising  tensions  between  GM  and  the  UAW  could  spark  warfare 


Late  last  year,  Genera!  Motors  Corp. 
asked  the  United  Auto  Workers  to 
liave  its  members  lainch  part  of 
their  vacations  into  two  weeks  in  July. 
That  would  let  CM  shut  its  plants — and 
save  $200  million.  Ste- 
phen P.  Yokich,  who 
heads  the  r.wv's  CM  de- 
])artment,  told  the  com- 
])any  to  ju'et  his  local 
unions'  ().  K.  Then,  CM 
goofed:  It  mailed  its 
plea  directly  to  work- 
ers, asking  each,  "as  an 
individual,"  to  grant 
the  company's  wish. 
On  Feb.  12,  miffed  that 
the    union    had  been 


sidestepped,  Yokich  told  (;m:  No 
dice. 

It's  a  small  spat  that  reflects  a  big 
problem.  After  two  decades  of  improv- 
ing relations  between  the  u.wv  and  the 


company  that  employs  roughly  257'  of  tt-' 
its  members,  the  two  are  suddenly  on'  fci^* 
the  worst  terms  in  years.  The  reasons 
aren't  hard  to  find.  Tensions  over  GM's 
anticipated  downsizing  had  been  rising 
before  the  company's  Dec.  18  announce- 
ment that  it  would  close  21  plants  and 
eliminate  74,000  hourly  and  salaried  jobs 
by  199rj.  Anxiety  in  the  plants  had  risenlt'  ti! 
to  a  fever  pitch  by  Feb.  24,  when  the 
company  finally  named  12  of  the  21|('iact! 
doomed  sites.  Frustrated  with  all  that  is 
happening,  Yokich  is  threatening  GM 
with  "guerrilla  warfare." 

"In  the  long  term,"  says  Thomas  M. 
F'ricano,  director  of  UAW  Region  9  in 
New  Jersey,  "everyone  will  be  hurt."  GM 
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A  HISTORY 
OF  COOPERATION 


1973 


The  United  Auto  Workers 
win  a  new  Quality  of 
Worklife  program  that  gives  workers 
more  voice  in  factory-floor  decisions 
GM's  Shreveport  (ta.) 
plant  opens,  starting  the 
company's  first  experiment  with  mul- 
tiskilled  teams  of  workers  who  have 
direct  input  into  control  of  the  produc- 
tion process 


1983 


] 


Two  champions  of  c 
eration  take  charge: 
Donald  Ephlin  at  the  UAW's  GM 
and  Alfred  Warren,  GM's  vice-p  irSatw 

'Mile 
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1984 


dent  for  human  relations 

GM  and  Toyota  forr 
joint  venture  in  Frem 
Calif.  Toyota  institutes  a  team  sy 
that  nearly  doubles  productivity 
becomes  a  model  for  GM 
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it  $4.5  billion  lust  year,  including  a  $1.8 
ilion  onetime  charge  to  cover  the  plant 
)sings.  Its  core  North  American  auto 
erations  lost  more  than  $7  billion.  To 
nib  out  of  this  hole,  GM  has  to  bring  its 
pacity  and  costs  into  line  with  its  mar- 
t  share,  which  shrank  10  points  in  the 
8()s,  to  357'.  But  it  will  also  need  coop- 
ative  workers  to  boost  plant-floor  ef- 
rts  to  lift  quality  and  productivity. 
Today's  assemblers  do  much  more 
an  tighten  nuts  and  bolts.  Increasing- 
,  for  instance,  they  help  design  new 
oducts  to  make  them  easier  to  assem- 
'd.  "If  GM  can't  get  its  labor  relations  in 
der,  it's  not  going  to  get  what  it  wants 
it  of  its  plants,"  says  Harley  Shaiken, 
ofessor  of  work  and  technology  at  the 
niversity  of  California,  San  Diego. 
If  that  happens,  the  UAW  will  suffer, 


too.  Since  1985,  it  has  lost  127,000  jobs  at 
GM.  If  the  company  scraps  54,000  more 
hourly  jobs  by  1995,  as  it  currently 
plans,  the  UAW's  ranks  there  will  shrink 
to  '250,000  workers — a  43'/'  reduction  in 
10  years.  The  union's  overall  member- 
ship will  slip  below  800,000,  vs.  a  million 
in  the  mid-li)80s.  "They're  losing  more 
members  than  the  total  at  many  labor 
unions  in  the  U.  S.,"  says  Sean  Maclin- 
den,  a  labor  expert  at  the  University  of 
Michigan. 

SLIM  HAUL.  To  offset  such  losses,  the 
U.AVV  would  have  to  spend  millions  on 
organizing  drives.  Over  the  past  decade, 
it  has  been  aggressively  branching  into 
service  industries,  where  it  has  netted 
125,000  new  members.  Still,  the  UAW's 
continued  shrinkage  will  erode  its  con- 
siderable political  clout.  That  could  make 


3 Led  by  Ephlin  and  War- 
ren, GM  and  the  UAW 
revolutionary  labor  agree- 
r  Saturn's  small-car  plant  in 
Hill,  Tenn.  Union  members 
'oice  in  nearly  every  manage- 
;cision 


New  Directions,  a  UAW 
dissident  group  headed 
by  Jerry  Tucker,  lashes  out  at  cooper- 
ation. Tucker  argues  that  it  under- 
mines the  UAW's  strength 

GM  closes  four  assembly 
plants,  skirting  a  contrac- 
tual prohibition.  Ephlin  retires  under 
pressure.  He's  replaced  by  the  more 
combative  Stephen  Yokich 


1988 


1989 


1990 


GM  signs  a  three-year 
deal  to  pay  many  work- 
ers even  if  their  plants  close 

GM,  battered  by  the  re- 
cession, announces  21 
plant  closings  and  says  it  will  elimi- 
nate 54,000  union  jobs  by  1995. 
UAW  leaders  accuse  GM  of  playing 
to  Wall  Street  and  pitting  local  unions 
against  each  other 


it  a  less  effective  lobbyist  against  such 
proposals  as  the  U.  S.-Mexican  free-trade 
pact,  whose  enactment  could  entice  em- 
ployers into  sending  thousands  of  I  AW 
jobs  south  of  the  border. 

The  UAW-GM  tensions  sharply  reverse 
a  long-term  warming  of  relations.  In  the 
early  1970s,  haw  leaders  urged  GM  to 
combat  the  boredom  and  alienation  of  its 
workers  by  giving  them  more  say  over 
their  work.  By  the  1980s,  (;.vi  was  getting 
religion.  In  some  plants,  it  set  up  semi- 
autonomous  work  teams  of  the  type  that 
had  given  Japanese  auto  makers  an 
edge.  But  even  the  noblest  experiment 
could  not  offset  the  effect  of  gm's  de- 
cline in  market  share.  And  in  the  past 
several  months,  that  effect  has  been 
severe. 

The  friction  started  with  job  security. 

During  the  1980s,  GM 
paid  for  the  HAW's  coop- 
eration with  some  of 
the  most  sweeping  pro- 
visions in  any  industry. 
Jobs  could  disappear, 
but  workers  had  to  be 
kept  on  the  payroll, 
sometimes  for  years. 
As  the  recession  deep- 
ened, however,  (;m  con- 
tinued to  shift  UAW 
work  to  outside  suppli- 
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ers,  even  though  the 
current  labor  contract 
calls  for  slowing  the 
trend.  The  i)olitically 
aware  Yokich  reacted. 
DIVISIVE  TACTICS.  Since 
last  fall,  the  TAW  has 
threatened  nine  local 
strikes  and  mounted 
three — as  it  has  the 
right  to  over  issues 
such  as  contracting  out. 
One  stand-off,  at  two 
Dayton  jjarts  plants, 
ended  in  a  three-day 
walkout  that  disrupted 
work  at  other  factories. 
Then,  in  .January,  l  AW 
President  Owen  F. 
Bieher  rejected  (JM's  in- 
formal reijuest  to  re- 
open the  11)90  contract, 
which  set  uj)  a  $4  hillion  fund  to  pay  the 
wages  of  almost  all  laid-off  workers.  CM, 
which  hadn't  anticipated  spending  much 
of  this  money,  wanted  to  stop  its  cash 
drain.  The  rejection  nearly  coincided 
with  the  vacation  fiasco.  "They  have 
challenged  Yokich  to  see  if  he  can  lead 
his  people,"  says  a  Ford  executive. 
"They've  made  it  a  manhood  issue  now." 


YOKICH  IS  INCENSED  OVER  THE  WAY  CM  HANDLED  LAYOFF  ANNOUNCEMENTS 


Yokich  is  also  angry  over  the  way  GM 
has  handled  its  layoff  announcements. 
By  not  saying  in  December  which  plants 
would  close,  it  jjitted  locals  against  each 
other.  Those  at  underused  plants  scram- 
bled to  offer  concessions.  CM  Chairman 
Robert  C.  Stempel  heightened  the  whip- 
sawing  on  Feb.  24,  when  he  made  it 
clear  that  some  plants  are  staying  open 


partly  because  of  suci 
deals. 

A  case  in  point:  GH 
will  shut  its  assembl 
jdant  in  Ypsilanti 
Mich.,  and  leave  open  ; 
plant  in  Arlington,  Tex 
that  makes  the  sami 
cars.  Arlington  worker: 
agreed  to  discuss  work 
ing  three  shifts  insteac 
of  two,  while  Ypsilant 
workers  didn't.  Speak  '  _ 
ing  of  a  different  plan 
that  had  accepted  sucl 
changes,  Stempel  said 
"That  and  some  othe: 
innovations  will  mak(  '  ' ' 
the  plant  very  produe 
five  and  really  helps  it; 
future  outlook." 
The  souring  labor  re 
lations  have  been  exacerbated  by  a  per 
sonality  clash  between  Yokich  and  Rich 
ard  F.  O'Brien,  gm's  vice-president  foi 
industrial  relations.  The  two  never  hit  !' 
off  after  O'Brien  took  office  a  year  ago 
Insiders  say  Yokich  hasn't  visited  GM's 
head(iuarters  in  more  than  six  months 
in  stark  contrast  with  the  friendship  htl-"-"^" 
forged  with  O'Brien's  predecessor,  Al 
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ed  S.  VVarrt'ii.  O'Brien  has  been  dis- 
acted  by  the  need  to  care  for  a  son 
ho  was  badly  hurt  in  a  car  accident, 
at  Yolvich's  combative  rhetoric  doesn't 
dp.  "I'm  willing  to  take  a  little  of  the 
ame,"  he  says. 

ICTION  HISTRIONICS?  Meanwhile, 
lion  politics  is  adding  fuel  to  the  fire, 
le  LiAVV's  top  officers  face  reelection  at 
e  union's  national  convention  in  June, 
lere's  no  real  chance  that  they'll  be 
iseated,  but  a  dissident,  Jerry  Tucker, 
running  against  Bieber  (box).  And  Yo- 
ch,  who  aspires  to  the  presidency  when 
eber  retires  in  1995,  is  playing  to  mem- 
!rs  more  than  usual. 
Stempel  will  find  it  hard  to  repair  the 
ft.  In  recent  years,  GM  has  repeatedly 
langed  plans  for  which  models  to  pro- 
ice  where.  And  workers  have  learned 
at  accepting  more  flexible  work  rules 
keep  a  plant  going  doesn't  mean  the 
ant  will  stay  open. 

"This  sure  as  hell  sets  back  our  ability 
work  together,"  fumes  Bruce  Lee,  di- 
ctor  of  I'.AW  Region  6  in  California  and 
strong  advocate  of  cooperation.  And 
at  pattern  may  continue  for  the  fore- 
:eable  future:  Stempel  has  seven  more 
osings  to  announce.  He  said  on  Feb.  24 
iat  some  may  not  be  disclosed  until 
jxt  year. 

By  David  Woodruff  in  Detroit 


THE  THORN  IN  OWEN  BIEBER'S  SIDE 


This  is  an  election 
year  for  the  United 
Auto  Workers,  and 
like  any  dark-horse  candi- 
date, Jerry  Tucker  is  snip- 
ing at  the  incumbent. 
President  Owen  F.  Bieber. 
"We  have  seen  an  era  of 
massive  job  losses,"  he 
told  a  small  group  of  sup- 
porters outside  the  UAW's 
Detroit  headquarters  in 
January.  "Our  leaders  are 
trapped  into  a  strategy 
that  won't  work." 

Tucker,  53,  has  little  chance  of  win- 
ning at  the  union's  June  convention. 
Still,  he  has  UAW  leaders  worried.  In- 
siders say  that  prior  to  General  Motors 
Corp.'s  IDec.  18  decision  to  close  21 
plants,  the  company  asked  Bieber  and 
Stephen  P.  Yokich,  who  heads  the 
UAW's  GM  department,  to  help  decide 
which  plants  should  go.  Sources  say 
Bieber  decided  not  to,  in  part  because 
of  pressure  from  Tucker  and  his  fellow 
dissidents,  who  call  themselves  the 
New  Directions  movement. 


TUCKER:  PUSHING  FOR  A 
MORE  COMBATIVE  STANCE 


Tucker's  power  has 
slipped  since  the  union's 
last  convention  in  1989. 
Back  then,  he  lost  the 
race  for  director  of  the 
union's  Region  5,  which 
bumped  him  off  the  UAW's 
executive  board.  Yokich 
has  since  undermined 
Tucker  by  taking  a  simi- 
larly combative  stance 
with  GM.  This,  plus  the 
rich  wage  guarantees  Yo- 
kich won  in  1990  bargain- 
ing at  GM,  has  lured  back 
a  key  New  Directions  supporter: 
Donny  G.  Douglas,  president  of  UAW 
Local  594  in  Pontiac,  Mich.  Concludes 
former  UAW  President  Douglas  A.  Fra- 
ser:  "Steve  sort  of  defanged  them." 

That  victory  may  not  mean  much  in 
the  long  run,  however.  While  UAW  lead- 
ers vie  with  Tucker  over  who  can  be 
tougher  with  GM,  many  locals  aren't  in 
a  fighting  mood:  They're  falling  all 
over  themselves  to  grant  concessions 
they  hope  will  keep  their  plants  open. 

By  David  Woodruff  in  Detroit 


The  Epson  Laser  Printer  Line.  This  could  be  the  longest  argument  yet  for  buying  an  Epson®  laser  printer.  And 
a  rather  compelling  one  at  that. 
Not  only  because  Epson  invented  the  computer  printer,  but  because  more  people  use  our  printers  than 
any  other  brand  in  the  world.  Which  should  tell  you  something  about  the  quality  of  the  products 

WC  in3.kc  The  Action iMn  If 

Our  current  laser  line  is  no  exception.  There's  our  easy-to-use,  easy-to-afford  ActionLaser™  II,  the  perfect 
introduction  to  laser  printing.  Our  powerful  EPL™-7500,  rated  PC  World's  "Best  Buy"  among  Adobe® 
PostScript®  lasers,  a  RISC-based  machine  designed  to  handle  the  most  sophisticated  graphics  applica- 
tions. And  our  hard-working  EPL-8000,  able  to  produce  superior  output  in  a  shared  environment  of  up 
to  three  users— without  a  network  or  switchbox. 

All  three,  of  course,  come  with  our  lengdiy  two-year  warranty,  and  the  kind  of  reliability  that's  made  Epson 
the  longest  running  name  in  printers. 

We  could  go  on  and  on.  But  we'll  leave  that  to  your  Epson  dealer.  For  the  name  of  the  one  nearest 
you,  call  800-289-3776.  ry  epliw 
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WE  HAD  TIME  TO  STONl 
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Smarr  people  always  icid  the  line  print  And  they  alway,  wear  their  seat  belts  Photo  is  j  leenaerinent  of  the  aetual  event 


r  24  HOURS  OF  DAYTONA, 
STD  WASH  THE  CAR. 


3ULD  BE  A  BIT  ARROGANT.) 


At  this  year's  24  Hours  of  Daytona 
not  ordy  did  Nissans  racing  team  set 
two  records,  but  we  also  managed  to 
lap  our  nearest  competitor  nine  times. 
Giving  us  ample  opportunity  to  make 
sure  our  car  looked  presentable  at  the 
finish  line. 

How  we  built  such  a  lead  speal<s 
to  the  kind  of  fanatical  attention  to 
detail  needed  to  win  this  countrys 
most  grueling  24-hour  race.  A  race  in- 
famous for  knocking  out  contenders 
with  simple  failures  like  a  thrown 
bearing  or  a  loosened  bolt 

For  2712  miles  everything  had  to 
work  perfectly  And  it  did. 

Now  while  you  may  not  have  a 
few  hundred  thousand  dollars  lying 
around  to  drop  on  a  racing  vehicle, 
rest  assured  we  put  that  same  kind  of 
commitment  into  vehicles  you  can 
afford. Working  to  mal<e  sure  each  car 
runs  as  well  on  its  100,000th  mile  as 
it  did  on  its  first. 

Of  course  we  al.so  believe  it's 
very  important  our  cars  look  their 
best. . .  wait  a  minute,  is  that  a  bug 
on  the  windshield'^' 


NISSAN 


BUILT  FORTHE  HUMAN  RACE: 
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MARKETS  &  INVESTMENTS! 


HAS  CHICAGO 
lOST  ITS  EDGE? 


Foreign  exchanges  and  swaps  are  muscling  in  on  the  pits 


ec.  10,  1991,  was  a  gala  day  at 
the  Chicago  Board  of  Trade. 
George  Bush  became  the  first 
U.  S.  President  to  ring  in  a  trading  ses- 
sion on  a  commodities  exchange.  It  was 
an  exhilarating  gesture  for  an  industry 
that  has  been  beset  by  scandal  and  pum- 
meled  by  foreign  com])etition  and  off- 
exchange  products.  "This  is  what  it's  all 
about,"  Bush  shouted  above  the  din  of 
cheering  traders.  "This  is  what  we  need 
in  this  country:  We  need  free  enter- 
prise." A  month  later,  however,  the 
President  decided  we  need  something 
else:  a  15(t  tax  on  every  futures  trade. 

In  Chicago,  where  85'^  of  the  nation's 
futures  contracts  change  hands,  the  pro- 
posal— for  a  levy  of  almost  three  times 
the  exchanges'  own  fees — was  a  cruel 
slap  in  the  face.  The  idea  was  put  on  the 
back  burner,  but  the  symbolism  remains 
potent.  Chicago  is  under  siege. 

The  Chicago  exchanges  were  a  hot- 
house of  financial  innovation  throughout 
the  1970s  and  early  1980s.  They  devel- 
oped futures  and  options  that  shield 
companies  from  currency  fluctuations 
and  interest-rate  risks  and  give  money 
managers  myriad  ways  to  hedge  against 
stock  market  declines.  But  the  days  of 
cutting-edge  advances  are  gone.  Today, 
the  TBOT  and  its  crosstown  rival,  the  Chi- 
cago Mercantile  Exchange,  are  seeing 
their  days  of  preeminence  fade  fast. 
FRESH  THREAT.  Over-the-counter  futures 
products,  notably  currency  and  interest- 
rate  swaps,  are  luring  business  from 
Chicago  (charts).  Foreign  exchanges 
have  seen  their  market  share  zoom  from 
18%  in  1984  to  43'/^  in  1991.  And  Globex, 


Chicago's  after-hours  trading 
has  been   delayed  for 
three  years  while  over- 
seas bourses  flourished. 

To  an  extent,  Chicago's 
decline  was  an  inevitable 
outcome  of  the  growth  of 
foreign  markets  dealing 
in  local  instruments.  The 
exchanges  can  hardly  be 
faulted  for  that.  Ob- 
serves Merc  Chairman 
John   F.   Sandner:  "We 


system. 
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DATA:  INTERNATIONAL  SWAPS  DEALERS  ASSN 


cannot  reach  all  the  corners  of  the  world 
in  any  reasonable  period  of  time." 

But  it  hasn't  helped  that  Chicago  has 
fallen  behind  in  its  traditional  raison 
d'etre — new  products.  The  city's  last  hot 
product,  the  Standard  &  Poor's  500- 
stock-index  future,  came  on  the  market 
a  decade  ago.  Since  then,  the  exchanges 
have  produced  a  succession  of  losers, 
such  as  futures  in  broiler  chickens  and 
Japanese  government  bonds.  CBOT  Presi- 
dent Thomas  R.  Donovan  draws  a  paral- 
lel between  the  futures  industry  today 
and  the  railroads  years  ago,  when  first 
confronted  by  air  travel.  "They  were  sat- 
isfied being  railroads," 
says  Donovan.  "They 
didn't  diversify.  They 
didn't  grow." 
IN  THE  DUST.  Growing  at 
a  M'/o  annual  clip,  for- 
eign exchanges  have 
cordoned  off  large  sec- 
tors of  the  financial 
futures  market,  from 
German  government 
bonds  to  Japanese  stock 
indexes.  Last  year, 
they  claimed  10  of  the 
world's  25  most  active 
contracts.  Overseas  ex- 
changes have  lured  cap- 
ital from  domestic  ex- 
changes because,  among  other  things, 
they  are  not  dominated  by  the  computer- 
ized trading  systeins  that  have  squeezed 
the  profits  in  the  U.  S.  Many  bourses 
also  offer  an  innovation  that  has  long 
left  Chicago  in  the  dust — electronic  trad- 
ing. Not  since  the  1985  opening  of  the 
Marche  a  Terme  International  de  France 
(MATIF)  has  a  new  ex- 
change offered  only  pit- 
style  "open  outcry"  trad- 
ing. Such  highly  suc- 
cessful exchanges  as  the 
two-year-old  Deutsche 
Terminborse  in  Frank- 
furt and  the  Tokyo  Inter- 
national Financial  Fu- 
tures Exchange,  estab- 
lished in  1989,  are 
automated.  Such  trading 
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accounts  for  15%-  of  world  volume,  vs 
only  0.2%  as  recently  as  1987. 

Globex  is  Chicago's  response  to  the 
foreign  threat.  It  will  match  buyers  and 
sellers  electronically  after  the  futures 
pits  are  closed.  The  idea  is  to  keep  over- 
night trading  in  Chicago  and  to  drawlum^ 
business  back  from  such  overseasf 
bourses  as  Tokyo,  which  trades  U.  S 
Treasury  futures  long  after  the  sun  has 
set  on  the  prairies.  A  great  idea — in  the- 
ory. In  practice,  Globex  has  stumbled 
badly.  To  design  the  system,  the  ex- 
changes chose  as  their  partner  Reuters 
Holdings  PLC,  which  had  prior  experi*,L 
ence  selling  information  but  not  creating 
trading  systems.  "Their  software  is  old,' 
complains  one  Merc  member  who  has 
worked  extensively  on  the  Globex  proj 


FINANi 


;.  "It's  just  not  state-of-the-art."  Such 
itiments  are  vigorously  denied  by  Glo- 
<  officials.  "The  entire  system  per- 
•med  beautifully,"  says  Donald  Ser- 
0,  a  Merc  senior  vice-president  and  a 
)  Globex  official. 

UGHiNGSTOCK.  Still,  repeated  delays 
ve  cost  the  system  confidence  among 
iders.  Just  last  fall,  as  the  latest  start- 
date  approached,  Globex  switched  to 
arger  computer,  delaying  the  start  yet 
ain.  Development  costs  have  bumped 
St  the  $70  million  range,  three  times 
ginal  estimates,  sources  say.  Traders 
:e  that  when  people  ask  when  Globex 
II  start  up,  the  answer  is  always 
[ay — or  may  not."  Concedes  CBOT 
lairman  William  F.  O'Connor:  "Globex 
proceeding  according  to  schedule. 


Whose  schedule,  I'm  just  not  sure." 

Perhaps  the  joking  will  end  soon.  On 
Jan.  29,  Globex  was  put  to  a  successful 
test  that  may  clear  the  way  for  a  fall 
debut.  Predicts  Globex  Chairman  Leo 
Melamed,  the  father  of  the  financial-fu- 
tures markets:  "Globex  will  be  launched 
this  year,  and  Globex  will  protect  our 
markets." 

But  will  it?  With  a  panoply  of  ex- 
changes trading  around  the  globe,  inves- 
tors may  well  ignore  Globex  and  use 
other,  more  liquid  marketplaces  during 
their  daytime  trading  hours.  "At  8  a.m. 
in  Tokyo,  the  big  trading  firms  aren't 
going  to  put  positions  on  a  screen  origi- 
nating from  Chicago,"  says  the  head  of 
one  large  brokerage  firm.  Another  top 
futures  honcho.  Max  C.  Chapman  Jr., 


chairman  of  Nomura  Securities  Interna- 
tional Inc.,  says  the  repeated  delays 
have  fatally  wounded  Globex.  "It's  not 
going  to  be  a  savior,"  says  Chapman. 
"It's  not  going  to  be  a  factor  at  all." 

Even  as  the  Chicago  exchanges  plan 
to  take  the  offensive  with  Globex, 
they're  stuck  playing  defense  in  the  bat- 
tle against  over-the-counter  trading.  It 
goes  by  a  variety  of  names — swaps,  col- 
lars, floors,  "swaptions,"  and  OTC  equity 
derivatives.  Whatever  the  moniker,  they 
are  futures-like  products,  custom-tai- 
lored by  financial  firms  to  help  corporate 
customers  guard  against  the  risk  of  cur- 
rency fluctuations,  interest-rate  shifts, 
or  stock  market  moves.  Since  1987,  swap 
volume  alone  has  more  than  tripled 
(chart). 

In  a  typical  interest  rate-swap,  two 
parties  exchange  interest  payments. 
That  might  come  in  handy  for,  say,  a 
bank  that  gets  an  income  stream  from 
fixed-rate  mortgages  while  paying  de- 
posit interest  that  moves  with  short- 
term  rates.  The  bank  would  "swap"  its 
fixed-rate  revenues  for  income  tied  to 
short-term  rates,  in  order  to  balance  out- 
lays and  income.  Before  the  advent  of 
custom-tailored  swap  contracts,  banks 
would  have  had  to  buy  or  sell  interest- 
rate  futures  in  Chicago,  which  would  not 
have  met  their  needs  quite  so  precisely. 
MORE  RULES.  As  demand  grows,  major 
banks  and  brokerages  are  pouring  huge 
chunks  of  capital  into  swaps.  Chicago 
gets  little  out  of  it,  because  most  swap 
dealers  hedge  against  risk  by  buying  or 
selling  swap  contracts  instead  of  fu- 
tures. Nomura  Securities  Co.  recently 
set  up  a  Nomura  Options  International 
unit  to  handle  OTC  dealings  in  the  U.  S., 
Tokyo,  and  London.  And  Bankers  Trust 
Co.  is  investing  a  large  share  of  its  $350 
million  in  technology  enhancements  each 
year  in  its  swaps  trading  systems.  "The 
futures  exchanges  will  remain  viable," 
predicts  Scott  P.  George,  managing  di- 
rector of  BT  Securities  Corp.  "However, 
the  relative  importance  of  the  exchanges 
against  the  overall  market  will  decline 
dramatically." 

The  Merc  has  added  longer-term  expi- 
rations to  its  Eurodollar  contract  to  com- 
pete with  interest-rate  swaps.  But  it's 
tough  to  compete  with  such  custom-tai- 
lored products,  so  futures  executives  are 
turning  for  help  to  the  Commodity  Fu- 
tures Trading  Commission.  They  have 
tried  to  subdue  the  swaps  business  by 
asking  the  CFTC  to  declare  that  swaps 
are  futures  contracts  and  thus  under 
CFTC  purview. 

An  appeal  for  more  regulation  seems 
odd  for  the  exchanges,  which  for  years 
have  beefed  about  regulatory  excess. 
From  new  product  introductions  to  trad- 
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ing  rules  to  capital  requirements,  the  ex- 
changes have  complained  about  their 
chief  regulator.  In  one  oft-cited  instance, 
the  Merc  in  1985  applied  to  trade  futures 
on  the  Nikkei  225-stock  index.  Regula- 
tors insisted  that  the  exchange  win  coop- 
eration from  the  Tokyo  Stock  Exchange. 
By  the  time  that  happened,  in  1987,  To- 
kyo had  launched  a  Nikkei  225  contract 
of  its  own.  Today,  it's  the  world's  most 
successful  stock-index  future. 

Such  dramatic  examples  of  overreg- 
ulation  are  rare.  Instead,  the  industry 
complains  that  regulation  bleeds  it  with 
small  cuts.  Applications  for  new  con- 
tracts take  at  least  a  year  for  approval, 
while  foreign  exchanges  often  have  no 
formal  approval  process.  With  stringent 
U.  S.  capital  standards,  firms  trading  on 
domestic  exchanges  must  tie  up  far 
more  money  than  they  do  when  trading 
overseas.  CFTC  Chairwoman  Wendy  L. 
Gramm  is  sensitive  to  complaints  of 


overregulation  but  says:  "It's  too  easy 
to  find  some  kind  of  scapegoat,  like  'the 
costs  are  less  elsewhere.' " 

The  exchanges  in  recent  months  have 
been  loosening  their  rules.  They  have 
reduced  position  limits  in  Eurodollar  fu- 
tures and  inaugurated  a  new  large-order 
execution  rule  in  the  Merc's  S&P  500- 
stock-index  futures  pit  to  facilitate  block 
trading.  The  exchanges  are  considering 
combining  clearing  operations  to  stream- 
line processing  and  cut  costs.  They're 
also  beefing  up  their  trade-tracking  sys- 
tems to  boost  investor  confidence. 
'ROCK  BOTTOM.'  But  such  efforts  may  be 
too  little,  too  late.  For  many  futures 
firms  today,  mere  survival  is  a  chal- 
lenge. With  floor  brokers  often  netting 
less  than  $1  per  contract,  trading  opera- 
tions are  hard-pressed  just  to  break 
even.  Firms  that  typically  saw  returns 
on  equity  top  307<  during  the  early 
1980s,  watched  average  ROE  dip  to  below 


7%  through  the  first  three  quarters  o!! 
last  year.  Nearly  a  third  of  the  firms] 
lost  money.  The  ranks  of  IJ.  S.  futures- 
trading  firms  have  fallen  by  207^  sino 
1987  (chart,  page  77),  with  such  old-lini 
outfits  as  Shatkin  Trading,  Stotler,  anc' 
Clayton  Brokerage  dropping  from  sight 
Firms  are  turning  to  bank  borrowings 
and  note  offerings  to  shore  up  their  capi; 
tal.  Says  Z.  Lou  Guttman,  chairman  o] 
the  New  York  Mercantile  Exchange 
"Firms  have  hit  rock  bottom." 

For  every  loser  in  the  futures  pitslit'i' 
there  is  a  winner.  And  so  it  is  in  th(  iiice 
global  futures  markets.  While  the  Chica  i;  !ari 
go  exchanges  have  been  taking  it  on  the  s  of  sf 
chin,  the  overseas  and  swaps  markets 
are  soaring.  If  Chicago  does  not  rekindle  Kte 
its  old  innovative  fire,  futures  trading 
will  continue  to  flourish — elsewhere. 

By  David  Greising  in  Chicago,  witf^mi 
Dean  Foust  in  Washington,  Ted  Holdcn  m  'urn 
Tokyo,  and  Mark  Maremont  in  London  jsucli 
=^=======^^=^^=  mi- 


FUTURES  SHOCK:  HOW  FRANKFURT  GOT  SO  FAR,  SO  FAST 
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For  Chicago's  belea- 
guered futures  ex- 
changes, the  Deutsche 
Terminborse  is  still  too 
small  to  pose  a  competitive 
threat.  But  the  trend  that 
it  represents — innovation, 
growth,  and  sympathetic 
regulation — is  potent  stuff. 

The  Frankfurt  futures 
and  options  exchange  is 
booming.  The  DTB  is  one  of 
the  first  fully  computerized 
bourses  in  Europe,  and  it 
has  been  pulling  in  busi- 
ness like  a  giant  electronic 
vortex — almost  too  fast  for 
its  mainframe  Digital 
Equipment  Corp.  computer 
to  keep  up  logging  trades. 
Since  opening  up  two  years 
ago  with  an  options  con- 
tract on  14  leading  German  stocks,  the 
DTB  has  added  seven  more  products, 
boosted  its  staff  from  10  to  120  and  its 
membership  from  52  to  75,  and  is  now 
moving  more  than  120,000  contracts  a 
day.  Trading  in  its  key  product — fu- 
tures on  long-term  German  govern- 
ment bonds,  or  "Bunds" — has  zoomed 
in  one  year  from  3,000  contracts  a  day 
to  24,000. 

BIG  EXPANSION.  The  17  major  German 
banks — the  DTB's  founding  members — 
are  hell-bent  on  fast  expansion.  In  Au- 
gust, the  DTB  lifted  the  fee  it  was 
charging  on  each  $150,000  Bund  fu- 
tures contract.  That  cost  the  bourse 
$1.6  million  in  lost  fees — but  the  sum 


DTB'S  FRANKE:  THE  TERMINBORSE  MOVES  120,000  CONTRACTS  A  DAY 


was  more  than  paid  back  from  fees 
from  other  contracts,  as  volume 
surged.  Last  fall,  German  banks  began 
to  bring  their  Bund  futures  trading 
home  to  the  DTB  from  London.  "We 
looked  thoroughly  at  our  costs  and  saw 
that  we  could  do  business  almost  for 
half  the  price  in  Frankfurt,"  says  Ger- 
hard Eberstadt,  a  managing  board 
member  who  runs  securities  trading  at 
Dresdner  Bank.  Another  of  the  DTB's 
selling  points  is  speed.  An  order  can  be 
executed  by  DTB  in  two  seconds.  "On 
the  [London  exchange],  this  used  to 
take  at  least  10  seconds,"  says  Ralf 
Lemster,  a  trader  at  Dresdner  Bank. 
With  business  booming,  the  ex- 


change needs  all  the  speed 
it  can  get  to  cope  with  new 
investors  and  new  prod- 
ucts. For  example,  a  fu- 
tures contract  based  on 
three-month  money-market 
paper  is  likely  to  start  be- 
fore the  end  of  the  year.  A 
recent  change  of  legislation 
allowed  German  insurance 
companies  to  invest  in  fu- 
tures and  options.  This  has 
added  a  huge  investment 
potential  to  the  market  and 
reflects  a  growing  sophisti- 
cation among  German  in- 
vestors in  dealing  with  de- 
rivatives. "Germans  were 
late  to  start  catching  up, 
but  they're  catching  up 
fast,"  says  DTB  President 
Jorg  Franke. 
admits  the  exchange's 
'Our  software  and 


But  he 
growth  is  limited, 
hardware  capacity  are  still  too  weak," 
says  Franke,  who  believes  system  ca- 
pacity will  be  exhausted  at  about  twice 
current  levels.  So  the  DTB  has  a  long 
way  to  go  to  overtake  London,  where 
most  Bund  futures  contracts  are  trad- 
ed. And  the  exchange  faces  another 
challenge — from  over-the-counter  trad- 
ing. "We  can't  customize  products  the 
way  OTC  trade  does,"  complains 
Franke.  "We  have  to  convince  our 
members  to  deal  through  us  instead  of 
around  us."  That  is,  of  course,  one  of 
the  same  challenges  facing  Chicago. 

By  Igor  Reichlin  in  Bonn 
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UST  HOW  TIDY 

mi  MERRIIL'S  JUNK  DEALS? 


le  SEC  looks  into  alleged  scalping,  parking,  and  front-running 


rhe  rash  of  securities  crimes  over 
the  last  several  years  has  touched 
most  of  the  major  investment 
ms.  A  notable  exception  is  Merrill 
nch  &  Co.,  whose  well-regarded  com- 
ance  department  has  kept  the  coun- 
t's largest  brokerage  house  virtually 
se  of  serious  taint. 

rhat  could  change  soon.  BUSINESS 
;ek  has  learned  that  the  Securities  & 
change  Commission  and  the  U.  S.  At- 
■ney's  Office  for  New  York's  Southern 
strict  are  investigating  Merrill's  junk 
es  and  trading  department,  looking 

0  such  possible  violations  as  "front- 
tining,"  or  trading  ahead  of  custom- 
>;  "scalping,"  promoting  issues  after 
^luiring  positions;  and  parking. 

Last  September,  Merrill  fired  two  vice- 
3sidents  on  the  junk  desk,  Edward  N. 
herer  and  Richard  Kursman.  Merrill 
d  they  were  terminated  for  "mishan- 
ng  a  customer  account,"  an  "isolated 
■ident."  Yet  according  to  business 
;ek's  sources,  who  have  knowledge  of 

1  inquiry,  wrongdoing  may  have  been 
)re  systematic.  The  firm  has  made 
anges  in  compliance  procedures.  On 
b.  26,  Merrill  announced  the  retire- 
!nt  of  Brian  M.  Barefoot,  the 
maging  director  who  headed 
i  junk  desk.  "Merrill  enjoys 
3  best  reputation  for  compli- 
ce, but  not  in  junk  bonds," 
ys  a  source  familiar  with  the 
abes.  "The  firm  has  some  seri- 
s  issues  to  confront  with  the 
ik-bond  desk." 

BAL  FRONTIER.  Merrill  says  its 
'n  review  found  no  evidence 
it  anyone  other  than  Scherer 
d  Kursman,  who  are  said  to  be 
operating  with  prosecutors, 
!re  involved  in  wrongdoing, 
i^e  are  the  victim  and  hopefully 
)n't  be  blamed  for  what  has 
ppened,  because  we  have  acted 
omptly,"  says  a  Merrill  spokes- 
m.  Lawyers  for  Scherer  and 
jrsman  had  no  comment.  Bare- 
3t  couldn't  be  reached.  The  SEC 
d  the  Justice  Dept.  declined  to 
mment. 

Even  if  the  government's  sus- 
;ions  are  true,  it's  far  from  cer- 
in  that  such  conduct  violates 
e  law.  Front-running,  scalping, 
d  parking  can  be  illegal  when 
3cks  are  involved,  but  the  law 
murky  when  applied  to  junk. 


The  possible  front-running  infractions, 
according  to  BUSINESS  week's  sources, 
involve  evidence  that  Merrill  junk  em- 
ployees may  have  routinely  purchased 
junk  bonds  for  their  own  accounts  short- 
ly before  the  distribution  of  internal  ana- 
lyses of  junk  issues,  which  sometimes 
are  circulated  to  outsiders.  Sources  say 
the  trading  could  have  involved  Interco, 
Federated  Department  Stores,  Grey- 
hound, and  MCorp.  Scherer  and  Kursman 
are  said  to  have  made  some  20  such 
trades  over  a  10-month  period.  In  one 
instance,  Merrill  junk  employees  pur- 
chased $5  million  of  Interco's  13.75%  se- 
nior subordinated  debentures  at  about 
11%  last  July,  a  few  days  before  the 
release  of  the  favorable  analysis  on  In- 
terco's debt.  After  it  circulated,  the 
bonds  more  than  doubled,  to  24. 

Merrill  says  that  after  it  fired  Scherer 
and  Kursman,  it  found  other  high-yield 
employees  had  bought  Interco  debt  "in 
approved  transactions."  But  because  of 
Interco's  quick  runup,  the  firm  "adjust- 
ed downward"  the  price  paid  by  nine 
institutional  customers  "to  avoid  any  ap- 
pearance of  impropriety."  The  firm  says 
it  found  no  trading  by  junk  employees  in 


PROBING  MERRIIl'S  JUNK  DESK 


The  SEC  and  the  Justice  Dept.  are  said  to  be  looking 
into  several  areas  of  possible  wrongdoing: 

FRONT-JtUHIiiliG  Merrill  employees  may  have  ac- 
quired junk  bonds  before  the  distribution  to  outsid- 
ers of  bullish  internal  junk  analysis  reports.  Merrill 
denies  any  wrongdoing 

SCALPiNC  Merrill  employees  may  have  acquired 
junk  pbsitions,  promoted  the  \ur\k  to  customers,  and 
then  sold  out  after  prices  rose.  Merrill  says  an  inter- 
nal reviev/  found  no  evidence  of  such  wrongdoing 

PARKING  Merrill  may  have  helped  Guarantee  Se- 
curity Life  Insurance,  a  Florida  insurer,  hide  its  dete- 
riorating financial  position  through  prearranged 
"parking,"  or  sole  and  repurchase  deals,  of  junk 
from  1 984  to  1 988.  Merrill  denies  any  illegal  or  un- 
ethical activity  and  is  cooperating  with  the  SEC 


Greyhound  or  Federated  bonds,  and  that 
the  only  employee  who  bought  MCorp. 
debt  was  one  of  the  two  who  were  fired. 
Sources  say  Scherer  and  Kurzman  did 
not  secure  approval  for  their  trading  and 
traded  through  an  outside  accomplice. 
EARLY  BIRDS?  Prosecutors  are  also  look- 
ing into  whether  Merrill's  junk  employ- 
ees engaged  in  scalping.  According  to 
sources,  the  employees  bought  junk 
bonds,  then  promoted  them  to  customers 
based  on  positive  reports.  They  sold  af- 
ter customer  purchases  pushed  up 
prices.  John  C.  Coffee,  a  securities-law 
professor  at  Columbia  University's  law 
school,  says  such  conduct  could  be  con- 
sidered illegal  if  the  reports  or  the  em- 
ployees' characterization  of  them  to  cus- 
tomers were  overly  optimistic  or  false. 

Elsewhere,  the  sec  is  said  to  be  prob- 
ing whether  Merrill  junk  employees 
helped  a  now-insolvent  Florida  insurer, 
Guarantee  Security  Life  Insurance  Co., 
to  disguise  its  deteriorating  condition  by 
engaging  in  illegal  securities  parking. 
Last  Dec.  20,  the  Florida  Insurance 
Dept.,  Guarantee's  receiver,  sued  Mer- 
rill, Richard  Allerton,  a  managing  direc- 
tor in  its  junk  department,  and  others. 
The  suit  details  some  of  the  transactions 
said  to  be  under  scrutiny  by  the  SEC  and 
Justice.  On  Mar.  18,  a  Senate  subcom- 
mitte  probing  insurance  fraud  is  set  to 
hold  hearings  on  Guarantee.  Merrill  de- 
nies any  illegal  or  unethical  activity  and 
is  cooperating  with  the  SEC. 

The  Florida  suit  alleges  that  Merrill 
helped  prop  up  Guarantee  with  "phan- 
tom" yearend  transactions  in  1984,  1985, 
1986,  and  1988  that  looked  on  the 
books  like  sales  of  junk  bonds  by 
Guarantee  to  Merrill  in  exchange 
for  U.  S.  Treasuries.  The  pur- 
ported trades  removed  the 
junk — which  required  the  insurer 
to  set  aside  a  reserve  totalling 
207'  of  the  junk  bond's  value — 
from  Guarantee's  balance  sheets. 
In  its  place:  Treasuries  that  re- 
quired no  such  reserve.  The 
transactions  were  reversed  early 
the  following  January,  the  suit 
alleges.  Allerton,  it  asserts,  is- 
sued confirmation  slips  to  fit  the 
bogus  trades.  Allerton  left  the 
firm  on  Dec.  81. 

Merrill  and  Allerton  are  fight- 
ing the  suit.  The  firm  and  Aller- 
ton's  lawyer,  Charles  A.  Still- 
man,  insist  that  Allerton's 
departure  was  voluntary  and  un- 
related to  Guarantee. 

Even  if  Merrill  avoids  charges 
relating  to  Guarantee  and  really 
was  a  victim  of  two  rogue  em- 
ployees, its  sterling  compliance 
reputation  will  still  need  some 
polishing. 

By  Michele  Galen  and  Leah 
Nathans  Spiro  in  Neiv  York 
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RICH  BANK,  POOR  BANK: 
MELLON'S  SURPRISE  SUCCESS 


Handing  over  bad  loans  to  a  separate  ad  hoc  bank  worked  like  a  charm 


Skeptics  abounded  in  1988  when 
Frank  V.  Cahouet,  chief  executive 
of  Mellon  Bank  Corp.,  came  up 
with  a  novel  way  to  deal  with  the  $1.4 
billion  in  bad  loans  that  were  battering 
the  proud  Pittsburgh  institution.  Ca- 
houet planned  to  dump  Mellon's  lousy 
assets  into  a  new  bank  created  to  dis- 
pose of  them.  In  a  stroke,  the  move 
would  enable  Mellon  to  begin  a  new  life 
as  a  healthy  bank.  Fellow  bankers 
scoffed.  Even  regulators  balked.  Ca- 
houet never  wavered.  "You  never  get 
anything  done  that's  particularly  pro- 
gressive without  some  people  challeng- 
ing you,"  he  recalls. 

Now,  four  years  later,  Cahouet's  "bad 
bank"  gamble  has  paid  off  handsomely. 
Last  month,  Mellon  reported  1991  net 
earnings  of  a  record  $280  million,  up  61% 
from  the  previous  year.  This  year,  prof- 
its could  top  $800  million  (chart).  And 
Grant  Street  National  Bank,  as  the  bad 
bank  is  called,  has  only  a  handful  of  bad 
loans  left,  the  bulk  of  its  job  completed 
five  years  earlier  than  projected. 
COPYCAT.  That  has  silenced  most  critics. 
If  it  weren't  for  Grant  Street,  says  one 
regulator,  "there's  some  real  question  in 
my  mind  as  to  whether  Mellon  would 
have  made  it."  Mellon's  strategy  is  also 
seen  as  a  blueprint  for  dealing  with  bad 
loans.  BankAmerica  Corp.  is  already 
copying  the  plan.  "I  think  if  you  have 
the  right  franchise  and  you  have  the 
right  management  that  is  credible  with 
the  financial  world,  you  can  do  other 
types  of  Grant  Streets,"  says  Cahouet. 

When  Cahouet,  the  former  CEO  of 
Crocker  National  Corp.,  took  over  Mel- 
lon in  1987,  he  knew  it  needed  a  bold 


strategy  to  recover.  Anxious  to  rank 
with  the  big  money-center  banks,  Mellon 
executives  had  piled  on  super-risky  loans 
to  the  oil  patch,  real  estate  developers, 
and  Latin  America.  Instead,  Mellon  was 
facing  an  $844  million  loss  for  the  year, 
the  first  ever  for  the  patrician  bank 
founded  by  Thomas  Mellon  in  1869. 

Cahouet  replaced  top  management 
and  cut  the  work  force.  Grant  Street, 
however,  was  the  mainstay  of  his  turn- 
around plan.  By  putting  bad  assets  into 
a  separate  bank,  he  instantly  purged 
Mellon's  balance  sheet.  Mellon,  which 
became  known  as  the  "good  bank," 
would  be  rid  of  the  financial  drag  and 
distractions  created  by  bad  loans.  And 
Cahouet  could  preserve  Mellon's  reputa- 
tion as  a  solid,  blue-blood  institution. 

Launching  Grant  Street  was  some- 
thing of  a  gamble.  Its  capital  came  from 
several  sources.  Michael  R.  Milken  of 
Drexel  Burnham  Lambert  Inc.  sold  more 
than  $500  million  in  bonds,  more  than 
half  of  it  junk.  The  investment  firm  of 
E.  M.  Warburg,  Pincus  &  Co.  paid  $175 
million  for  Mellon  convertible  preferred 
stock,  almost  $128  million  of  which  Mel- 
lon then  contributed  to 
Grant  Street  in  return  for 
that  bank's  preferred  and 
common  stock.  The  com- 
mon shares  were  subse- 
quently spun  off  to  Mel- 
lon stockholders. 

Located  just  across  its 
namesake  street  from 
Mellon  headquarters. 
Grant  Street  opened  in 
October,  1988.  It  paid 
$577  million,  or  41$  on  the 
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dollar,  for  Mellon's  bad  assets.  The  plar 
was  that  Grant  Street  would  be  able  to  ^ . 
sell  the  bad  loans  for  enough  money  to  Z^, 
pay  interest  on  and  eventually  redeem  '  ' 
its  debt  and  preferred  stock. 
TICKING  METER.  Initially,  shareholders 
and  Wall  Street  analysts  complained  the 
plan  would  dilute  Mellon  shares.  Indeed 
after  converting  its  preferred  shares, 
Warburg  Pincus  now  owns  about  16%  of 
Mellon.  Cahouet,  however,  argued  that  a 
clean  balance  sheet  ultimately  would 
boost  Mellon's  stock. 

That  depended  on  Grant  Street  mov- 
ing quickly.  With  bonds  bearing  10.25% 
and  14.257'  interest  and  preferred  stock 
yielding  17%,  "the  meter  was  ticking 
very  loudly,"  says  William  B.  Eagleson 
Jr.,  an  ex-Mellon  chairman  who  came  out 
of  retirement  to  oversee  Grant  Street. 

The  bad  bank  and  its  75  workout  spe 
cialists  proved  adept  at  unloading  sorry 
loans  and  properties.  Cut-rate  prices 
helped.  On  Jan.  29,  Grant  Street  re- 
deemed the  last  of  Mellon's  preferred 
stock  and  announced  it  had  done  away 
with  all  but  about  $15  million  in  bad 
assets.  It  has  a  similar  amount  in  cash 
that  will  be  paid  to  Mellon  shareholders 
While  Grant  Street  was  grappling 
with  bad  loans,  Cahouet  was  virtually 
reinventing  Mellon.  He  has  shifted  its 
focus  from  corporate  to  consumer  bank- 
ing. Thanks  to  acquisitions  such  as  last 
December's  $88  million  purchase  of  Unit- 
ed Penn  Bank  in  Wilkes-Barre,  Mellon 
has  383  branches  throughout  Pennsylva- 
nia. Cahouet  is  also  expanding  Mellon's 
huge  data  processing 
business. 

With  that  kind  of  rec- 
ord, even  lingering  skep- 
tics are  being  forced  to 
credit  Cahouet  with  a  re 
markable  turnaround. 
There's  no  question  that 
without  its  bad  bank, 
Mellon's  problems  would 
have  been  a  lot  worse 

Bi/  Maria  Ma  I  lory  in 
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Business  travelers  are  seeing  the  trees  for  the  forest. 

Finally,  a  hotel  that  respects  today's  financial  environment.  At  Doubletree,  you  can  get  just  about  every  service  and  amenity 
^ou'd  expect  from  an  expensive  big  name  hotel  at  a  price  that  makes  sense. 

Now  that  doesn't  mean  a  TV  in  every  shower,  but  it  does  mean  a  luxurious  room,  a  professional  atmosphere,  and  a  staff  of 
people  who  actually  care  that  you've  come.  Right  down  to  the  homemade  chocolate  cliip  cookies  they  bring  you  the  night  you  arrive. 

If  all  that  sounds  smart  to  you,  call  your  travel  professional  or  1-800-528-0444  Find  out  about  any  one  of  the  60  Doubletree 
hotels  or  Doubletree  Club  Hotels  from  coast  to  coast.  And  on  your  next  business  trip,  come  out  of  the  woods. 

1-800-528-0444 

'  When  -^our  miveh  tak:  wn  to  CamuLi  stay  with  our  parn\cr.  Canadian  ftcific  IK  Hotels  &  Resorts,  1-800-828-7447^ 
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WITHOUT  JEFFERIES, 
JEFFERIES  SURE 
HAS  BOUNCED  BACK 


When  you  think  of  brokerages, 
Jefferies  Group  may  be  the 
last  name  that  comes  to 
mind.  But  institutions  know  Jefferies: 
It's  the  firm  pros  call  when  they  want 
to  buy  or  sell  large  chunks  of  shares 
quietly.  Now,  some  of  these  major 
players  are  buying  shares  of  Jefferies. 

Why  the  interest?  "We  think  Jeffer- 
ies is  very  undervalued,"  says  a  part- 
ner at  an  investment  firm  that  has  ac- 
quired a  stake  of  over  h%.  "It's  well- 
capitalized  for  a  broker,  and  its 
earnings  are  on  the  rise." 

Investors  had  shied  away  from  the 
stock  after  founder  and  previous  Chair- 
man Boyd  Jefferies  pleaded  guilty  in 
1987  to  insider-trading  charges.  Jeffer- 
ies resigned  and  sold  his  shares,  and 
the  firm  has  slowly  recovered. 

In  the  so-called  third  market,  Jeffer- 
ies provides  liquidity  by  trading  Big 
Board  stocks  among  institutional  inves- 
tors away  from  the  exchange.  And  Jef- 
feries is  building  a  fourth  market 
through  its  proprietary  electronic-trad- 
ing systems.  The  company  operates  a 
network  known  as  POSIT  for  the  U.  S. 
and  European  stock  markets  and  also 
runs  QuantEx,  a  portfolio-tracking  and 
management  system  for  institutions. 

"Both  are  part  of  a  growing  collec- 
tion of  off-exchange,  computer-based 
trading  systems,"  says  analyst  John 
Keefe  of  Lipper  Analytical  Securities. 
He  figures  POSIT  handles  some  3  mil- 
lion shares  a  day  and  QuantEx  about  1 
million.  Jefferies'  electronic  systems 
are  used  mainly  by  "quantitative" 
money  managers  whose  institutional 
portfolios  include  "indexed"  funds  that 
attempt  to  replicate  the  stocks  in  stock 
market  averages,  such  as  the  Dow 
Jones  industrial  average  or  the  Stan- 
dard &  Poor's  50()-stock  index. 
EARNINGS  SURPRISE?  This  fourth  mar- 
ket turned  a  profit  this  year  and  will 
be  a  "significant  bottom-line  contribu- 
tor next  year,"  says  Jefferies'  Presi- 
dent Frank  Baxter.  That's  why  some 
insiders  think  earnings  this  year  and 
next  will  exceed  exi)ectations.  Analyst 
Perrin  Long  of  First  Michigan  expects 
1992  earnings  of  $1.85  a  share  and 
about  $1.70  next  year.  "Those  are  way 
too  low,"  says  a  Jefferies  insider, 
"based  on  the  business  we  have  been 
seeing  so  far  this  year."  The  corporate 
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finance  and  junk-bond  trading  it  has 
added  to  its  operations  are  profitable. 

One  big  investor  argues  that  Jeffer- 
ies is  less  sensitive  than  other  broker- 
ages to  market  or  economic  ups  and 
downs.  So  while  other  brokerage 
stocks  have  pulled  back  after  rallying 
to  highs  late  last  year,  Jefferies  has 
continued  to  climb,  to  15  from  9  in  mid- 
December.  Even  after  that  rise,  Jeffer- 
ies is  selling  below  its  book  value  of 
$17  a  share  and  trading  at  a  modest 
price-earnings  ratio  of  8.2.  This  pro  ex- 
pects the  stock  to  double  over  the  next 
12  to  18  months.  He  notes  that  several 
insiders  have  been  buying,  including 
Baxter,  who  already  owns  9.1%. 


A  SCANNER  MAKER 
WAL-MART  LIKES 


ost  investors  have  yet  to  re- 
lact,  but  some  smart-money 
1  players  are  licking  their  chops 
over  Telxon,  a  producer  of  handheld 
computerized  scanners.  They've  helped 
push  the  stock  up  to  22.  These  pros 
think  the  product  that  retailing  giant 
Wal-Mart  Stores  has  just  ordered  from 
Telxon  for  some  of  its  outlets  will  be- 
come, before  long,  the  standard  scan- 
ner system  for  most  retailers. 

"Telxon  has  the  lead  in  the  fastest- 
growing  segment  of  bar-code  scan- 
ning," says  Mitch  Kuflik,  research  di- 
rector at  Brahman  Securities.  The 
wireless  handheld  devices  communicate 
over  a  radio  frequency  with  a  store's 
central  computer.  They  can  be  used  as 
portable  cash  registers  or  for  perform- 
ing order  entry,  inventory  control,  and 
document-tracking. 
Telxon  will  supply  Wal-Mart  with  its 


PTC-960  microcomputer  and  Dataspan 
2000  Spread  Spectrum  wireless  commu- 
nication network.  The  microcomputer 
has  a  laser  scanner,  using  micropro- 
cessing and  wireless  technologies. 

Kuflik  figures  the  initial  Wal-Mart 
order  will  add  some  $30  million  to  reve- 
nues in  the  year  ending  Mar.  31,  1993, 
for  a  total  of  $260  million,  up  from  an 
estimated  $213  million  in  fiscal  1992. 
He  thinks  earnings  will  rise  to  $1.50  a 
share  in  fiscal  1993  from  an  estimated 
$1.12  in  1992.  "The  Wal-Mart  order  is 
just  the  beginning,"  says  Kuflik. 

Other  analysts  agree.  David  Nelson 
of  Lehman  Brothers  says  Telxon  will 
benefit  from  an  expected  cyclical  up- 
dating of  equipment  at  the  nation's  big 
retailers.  He  adds  that  Telxon's  stock 
doesn't  reflect  the  company's  growth 
prospects.  One  big  investor  is  betting 
the  stock  will  double  in  a  year. 


RUNNING  UP 
FIRST  EMPIRE  STATE 


What  isn't  a  biotech,  high-tech, 
or  health  care  stock  but  is 
selling  at  $119  a  share?  Give 
up?  It's  none  other  than  a  bank — a 
Buffalo  bank  called  First  Empire  State. 
In  spite  of  the  tough  times  most  banks 
have  had,  First  Empire's  stock,  which 
traded  at  around  55  in  January,  1991, 
had  zipped  into  the  90s  by  September, 
where  it  hovered  for  the  rest  of  the 
year.  By  December,  First  Empire  was 
again  on  the  rise,  hitting  a  high  of  119 
on  Feb.  25. 

Bulls  say  the  runup  may  not  be  over. 
Investment  adviser  Andy  Addison,  edi- 
tor of  Institutional  View,  a  market 
letter  in  Franklin,  Mass.,  says  both 
fundamental  and  technical  factors  con- 
tinue to  bode  well  for  First  Empire.  He 
notes  that  despite  its  lofty  state,  the 
stock  is  selling  at  a  discount  to  the 
market's  price-earnings  ratio.  He  fig- 
ures First  Empire  could  hit  150. 

Based  on  estimated  1992  earnings  of 
$10.75  a  share,  the  stock  is  trading  at  a 
p-e  of  just  11.  And  based  on  Oppenhei- 
mer  analyst  Cheryl  Swaim's  1993  esti- 
mate of  $13.50,  the  stock  is  trading  at  a 
p-e  of  8.8.  Swaim  upped  her  estimate 
from  $12  after  First  Empire's  purchase 
of  two  of  Midlantic's  healthy  New 
York  banks,  which  boosted  First  Em- 
pire's assets  to  $10.6  billion  from  $8.5 
billion.  Selling  below  bank-group  aver- 
ages, "the  stock  is  cheap,"  says  Swaim. 
Management,  which  owns  18%,  is 
shareholder-oriented,  she  adds.  So  is 
Warren  Buffett,  whose  Berkshire 
Hathaway  has  a  7%  stake. 
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Software  Qiampba 


CA90S 


CA's  Computing 
Architecture 
For  The  90s. 


Start  your  engines. 

That's  the  rallying  cry  you'  11 
hear  each  day  at  Group  Pirelli,  one 
of  Italy's  most  famous  companies. 
For  years,  they've  made  the  tires 
that  carry  the  world's  greatest 
auto  racers  to  victory 

But  did  you  know  they're  also 
a  leading  producer  of  telecommu- 
nication and  energy  transmitting 
cables,  industrial  components, 
engine  parts  and  even  rubber 
gloves? 

With  all  that  going  on,  Pirelli's 
IS  Department  wasted  no  time  in 
making  productivity  its  top  priori- 
ty "Our  industry  moves  quickly" 
says  Dr.  Gianfranco  Cappelli, 
Pirelli 's  Corporate  IS 
Director,  "and  turn- 
around is  very  impor- 
tant. We  always  have 
to  know  our  clients' 
needs.  And  we're  con 
stantly  trying  to  improve  our 
delivery  times." 

Since  Pirelli  switched  to  CA 
software  six  years  ago,  productivi- 
ty at  both  mainframe  and  PC  levels 
has  raced  ahead  by  more  than30%. 

"But  best  of  all,  CA  is  the  most 
reliable  partner  I've  ever  worked 
with;'  declares  Cappelli.  "I  like  to 
think  of  them  as 
a  pit  crew.  Their 
service  and  sup- 
port is  tremen- 
dous. And  they 
develop  new 
products  that 
always  seem  to 
fit  our  needs 
perfectly  You 
don't  know  how  much  we  appreci- 
ate that." 

So  where  does  that  leave 
Pirelli? 

"Taking  the  checkered  flag,  of 
course." 

rtSSOCIATES 

Software  superior  by  design. 

"9  Computer  Associates  International,  Inc..  711  Stewart 
Avenue.  Garden  City,  11530^787.  1-800-645-3003. 
All  trade  names  referenced  are  trademarks  or  registered 
trademarks  of  their  respective  companies. 


Dr.  Gianfranco  Cappelli 's 

STRATEGIC  USE  OF  CA  SOFTWARE 

HAS  PUT  Group  Pirelli  in  Victory 
Lane.  Information  Systems 
productivity  has  increased 
BY  more  than  30% 
over  the  past  six  years. 


nformation  Processin 


TELECOMMUNICATIONS  I 


TRACKING  ADJUSTMENT:  A  WIRELESS  NETWORK  KEEPS  INVENTORT  AT  MAERSK'S  CARGO  TARO 


WIRELESS  NETS  AREN'T  JUST 
FOR  BIG  FISH  ANYMORE 


The  telecom  giants  aim  to  sell  mail  and  data  services  to  the  masses 


Frederick  W.  Smith  became  a  busi- 
ness legend  by  creating  the  over- 
night package-delivery  industry 
with  Federal  Express  Corp.  He  did  it  by 
assembling  his  own  airline  and  guaran- 
teeing that  your  package  would  arrive  at 
its  destination  the  next  morning,  no  mat- 
ter what.  But  less  known  is  the  critical 
role  that  telecommunications  technology 
has  played  in  keeping  the  $7.7  billion 
company  the  dominant  force  in  its  mar- 
ket. Back  in  1977,  FedEx  began  building 
a  radio-based  communications  network 
that  eventually  tied  all  its  offices, 
planes,  and  couriers  to  the  company's 


computers  in  Memphis.  That  lets  FedEx 
trace  any  package  from  the  moment  it's 
picked  up  at  a  customer's  office  to  when 
it's  delivered. 

Until  recently,  the  only  way  to  get  the 
kind  of  network  that  FedEx  runs  was  to 
build  it  yourself — at  a  cost  of  hundreds 
of  millions  of  dollars  and  years  of  devel- 
opment. But  now  there's  an  alternative. 
Everybody  from  cellular  phone  compa- 
nies such  as  GTE  Mobilnet  to  IBM,  Motor- 
ola, and  Swedish  giant  Ericsson  is  trying 
to  bring  wireless  networks  to  the 
masses.  Two  new  systems — Ardis  and 
Ram — are  already  up  and  running. 


R  WAYS  TO  MOVE  DATA  THROUGH  THE  AIR  ) 


These  networks  are  relaying  electronic  jt  '  ■ 
mail  to  traveling  executives  and  ex-ji 
changing  information  with  field-servicek;« 
technicians,  insurance-claims  adjusters,lia!5| 
and  other  on-the-move  workers.  Early|' 
customers  include  ADP,  National  Car 
Rental,  and  ICL  Retail  Systems.  The  pay-fstta 
off,  as  at  FedEx,  is  improved  customer 
Satisfaction,  higher  productivity,  and 
greater  operating  efficiency. 
TIMESAVER.  Take  Maersk  Inc.,  the  Dan 
ish  shipping  company.  It  sometimes  mis 
placed  containers  in  its  huge  U.  S.  ship-  ( 
yards,  leading  to  delays  in  delivering  s 
cargo  to  customers.  Now,  Maersk  cargo-  nork 
yard  operators  in  Newark,  N.J.,  and|-;j^is 
Charleston,  S.  C,  relay  container  reports 
to  a  data  base  using  wireless  terminals. 
That  saves  about  two  hours  a  day  of 
workers'  time.  "It  gives  you  a  competi- 
tive edge,"  says  Maersk  Telecommunica- 
tions Director  Tivadar  Macskassy. 

The  mobile  data  business  is  a  major 
part  of  an  even  bigger  market  for  alljumls 
kinds  of  wireless  data  communications, 
including  office  computer  networks  that! 
use  airwaves  instead  of  wires.  This  year, 
sales  of  all  kinds  of  wireless  data  equip-Jn 
ment  will  reach  $450  million,  while  reve-; 
nues  from  wireless  data  services  will  hit 
$160   million,   estimates   Ira  Brodsky, 
president  of  Datacomm  Research  Co.,  ajts 
market  researcher.   Within   10  years, 
equipment  sales  could  more  than  quintu- 
ple, to  $2.5  billion,  and  services  could i 
surge  to  nearly  $1  billion,  he  estimates. 

Meanwhile,  communications  compa- 
nies are  modifying  existing  networks  for 
wireless  data.  Cellular  carriers  such  as 
McCaw  Cellular  Communications  Inc. 
are  pursuing  a  variety  of  technologies  to 
boost  data  traffic  over  their  voice  sys- 
tems (box).  Specialized  mobile  radio^ 
(.SMR)  networks  that  have  been  used  to 
dispatch  fleets  of  taxis  are  now  being 
fitted  for  data  communications.  Paging 
services  are  also  getting  in  on  the  act. 
SkyTel  Corp.  last  September  began  the 
first  national  service  that  delivers  text 
and  data  to  pagers.  Motorola  Inc.,  the, 
world's  leading  maker  of  pagers,  is  roll-|,j, 
ing  out  a  service  called  EMBARC  that  will  ^  i.jj. 
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WIRELESS  DATA  NETWORKS 


TECHNOLOGY  Radio-frequency 
networks  for  data  only 

USE  For  mobile  workers  who 
need  to  communicate  frequent- 
ly with  a  corporate  data  base 

i  liPPllERS  Ardis,  Rom  Mobile 

Daia 


FLEET  DISPATCH  SYSTEMS 


►  Share  voice  network  that 
dispatches  taxis,  vans,  etc. 

►  For  companies  that  need 
mobile  data  service  but  don't 
require  national  coverage 

►  Motorola,  Racotek,  Fleet 

Call 


CELLULAR  PHONE  NETWORKS 


►  Data  is  carried  over  cellular 
channels 

I  ►  For  mobile  workers  who 
need  to  send  occasional  long 
files 

>  Any  cellular  operator 


PAGING 


[  ►  Advanced  pagers  that  han- 
dle both  numbers  and  letters 

I  ►  Primarily  for  one-way  trans- 
mission of  electronic  mail  and 
bulletins  to  people  in  the  field 

!  ►  Motorola,  SkyTel,  BellSouth 
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nect  palmtop,  notebook,  and  laptop 
iputers  via  paging  channels. 
5ut  Ardis  and  Ram,  designed  specifi- 
y  for  data,  seem  to  have  the  edge 
r  services  that  piggyback  existing 
eless  networks.  Both  use  the  packet- 
tching  technology  that  telephone- 
ed  data  networks  use.  Packet  switch- 
encapsulates  data  in  "envelopes," 
ich  ensures  that  information  arrives 
ict.  Paging  systems,  SMRs,  and  cellu- 
networks  don't  yet  have  packet- 
tching,  which  makes  sending  data  on 
m  more  cumbersome, 
irdis  Inc.,  which  is  jointly  owned  by 
and  Motorola,  began  offering  wire- 
;  data  services  in  April,  1990,  over  a 
work  designed  by  Motorola  in  the 
l-1980s  for  IBM  field  technicians.  In 
9,  Ericsson  teamed  up  with  New 
•k-based  Ram  Broadcasting  Inc.  to 
elop  a  competing  system  using  Erics- 
equipment.  BellSouth  Corp.  bought 
9.97f  stake  in  Ram  Mobile  Data  for 
0  million  this  January. 
)espite  high  costs  for  the  hardware — 
ninals  run  as  high  as  $2,000  and  ra- 
modems  about  $1,700 — the  compa- 
3  are  signing  dozens  of  customers. 
Ti  says  its  customers  spend  $70  to 

0  a  month  per  terminal,  while  Ardis 
s  its  customers  average  $90  to  $120. 
npanies  such  as  National  Car  Rental 
item  Inc.  say  it's  worth  it.  National 
s  Ram  to  manage  its  huge  inventory 
cars.  Workers  with  handheld  termi- 
s  prowl  vast  lots,  recording  the  loca- 

1  of  cars  and  the  latest  scratches  and 
gs.  Now  the  company  can  check  cus- 
lers'  claims  that  a  car  was  already 
naged  and  find  out  quickly  when  one 

been  stolen.  The  big  payoff:  Moving 
s  in  and  out  faster  should  boost 
ization  by  2%  and  each  percentage 
rit  means  more  than  $1  million  in  sav- 
s,  says  Chief  Information  Officer 
,n  Livingston. 

lYTH.  As  archrivals,  Ardis  and  Ram 
ote  nearly  as  much  energy  to  knock- 
each  other  as  to  promoting  the  con- 
t  of  wireless  networking.  Ram  says 
system  will  be  able  to  handle  more 
ffic  than  the  Ardis  network  because 
las  more  radio  channels.  Ardis  Presi- 
it  Jack  W.  Blumenstein  fumes:  "The 
th  that  we  have  a  capacity  problem  is 
t  that."  He  says  that  with  new  digital 
hnology,  Ardis  can  meet  all  its  capaci- 
needs  through  the  year  2000.  Ram 
3  claims  its  system  is  more  open  to 
ovation  because  it  is  encouraging  oth- 
companies  to  build  radio  modems  for 
I  on  the  network.  Ardis,  on  the  other 
id,  requires  customers  to  buy  Motor- 
modems.  That  policy  is  a  big  reason 
t  Hewlett-Packard  Co.  isn't  working 
h  Ardis,  says  Clain  Anderson,  hp's 
igram  manager  of  communications 
iducts.  HP  is  interested  in  selling  its 
jX  palmtop  computer  as  a  wireless 


data  terminal.  Ardis  says  it's  watching 
to  see  if  its  policy  is  a  deterrent. 

At  this  point,  Ardis  is  by  far  the  lead- 
er. Its  service  is  available  in  400  metro- 
politan areas,  vs.  80  for  Ram.  While 
Ram  promises  to  expand  to  100  cities  by 
yearend,  Ardis  is  using  its  nearly  blan- 
ket coverage  to  sign  up  customers  now. 
While  only  a  few  hundred  people  now 
use  Ram,  Ardis  provides  service  to  near- 
ly 20,000  workers  at  such  companies  as 
Pitney  Bowes,  NCR,  and  K'L.  Then  there 


CELLULAR:  IT'S 
STILL  A  BUMPY 
HIGHWAY  FOR  DATA 


A few  years  ago,  it  took  Co-Op 
Building  Consultants  10  days  to 
assess  fire  or  hurricane  dam- 
age and  get  the  paperwork  to  an  insur- 
er. Now,  equipped  with  cellular  phones, 
consultants  at  the  risk-management 
firm  based  in  Corpus  Christi,  Tex.,  fill 
out  an  estimate  on  a  laptop,  wing  it  via 
cellular  to  headquarters  for  approval, 
and  hand  over  a  faxed  copy  to  the  in- 
surance adjuster — all  in  90  minutes. 


are  20,000  Hi.M  technicians  who  continue 
to  use  Ardis. 

But  the  race  is  far  from  over.  New 
players  and  new  technologies  are  enter- 
ing the  market  all  the  time.  What  is 
clear  is  that  wireless  data  services  are 
here  to  stay.  The  era  when  companies 
could  give  employees  a  pocketful  of 
change  and  tell  them  to  call  in  from  the 
nearest  pay  phone  is  gone  forever. 

By  Lois  Thcrrien  in  Chicago,  with  Chuck 
Hawkins  in  Atlanta 


IS  CELLULAR  BETTER  YET? 


►  Cellular  phones  work  like  regular 
phones 

►  The  cellular  network  is  ubiquitous 
and  more  versatile 

►  Cellular  is  less  expensive  for  send- 
ing long  files  of  data 


►  Current  technology  using  modems 
is  clumsy,  expensive,  and  unreliable 

►  Nationwide  coverage  requires  deal- 
ing with  many  cellular  companies 


II  ►  Calls  ta 


time  to  set  u|$ 
ihort  messa 


Says  Co-Op  President  Clay  Page:  "We 
can  handle  about  60"/  more  work  with 
the  same  number  of  people." 

Satisfied  as  Page  is,  he's  part  of  a 
tiny  minority  of  cellular  customers — 
about  57f — who  use  their  wireless 
phones  to  transmit  data.  Why  so  few? 
Carriers  have  been  too  busy  building 
networks,  signing  voice  customers,  and 
paying  off  debt  to  promote  data  ser- 
vices. And  because  today's  cellular 
nets  are  designed  for  voice,  they  have 
some  disadvantages. 

But  that's  about  to  change.  As  wire- 
less data  networks  such  as  Ardis  and 


Ram  come  on  strong,  cellular  opera- 
tors want  a  a  piece  of  a  market  that 
may  be  theirs  to  lose.  No.  1  carrier 
McCaw  Cellular  Communications  Inc. 
says  it  will  unveil  plans  for  data  ser- 
vices next  month.  Says  PacTel  Cellular 
President  Susan  Swenson:  "We've  got 
a  highway  out  there,  and  we'd  like  to 
put  more  cars  on  it." 
CALLING  THE  COPS.  Cellular  players  are 
betting  on  heavy  traffic.  By  2000,  near- 
ly 13  million  users  of  mobile  data  ter- 
minals will  spend  about  $50  a  month 
each  on  cellular  network  calls,  predicts 
Michael  McLaughlin,  a  consultant  with 
Booz  Allen  &  Hamilton  Inc.  Moreover, 
adding  data  traffic  could  bolster  cellu- 
lar profits,  since  carriers  wouldn't  have 
to  install  much  new  gear. 

Portable  computers  and  data  ter- 
minals wouldn't  be  the  only  market, 
either.  Vending  machines  could  use 
cellular  to  automatically  send  data 
to  computers  at  headquarters,  and 
alarm  systems  could  call  the  police. 

But  cellular  carriers  have  a  lot  to 
do  first.  Today,  noisy  cellular  lines 
often  scramble  data.  Data  also  can 
be  lost  when  a  caller  moves  from 
one  cellular  relay  station  to  anoth- 
er. And  cellular  costs  more  on  brief 
calls:  That  can  triple  the  cost  of  a 
typical  10-second  data  message. 

Still,  cellular  has  advantages:  It 
already  covers  hundreds  of  cities. 
And  new  technologies  soon  may  fix 
many  of  its  problems.  Some  carriers 
are  planning  this  year  to  add  packet 
networks  similar  to  those  of  Ardis 
and  Ram.  That  would  eliminate  the 
hassle  of  programming  modems 
and  allow  the  same  instant  connec- 
tions, cutting  transmission  costs. 

The  biggest  boost  may  come  this 
year  as  carriers  begin  to  replace  their 
analog  networks  with  equipment  using 
the  same  digital  language  as  comput- 
ers. That  will  improve  reliability  and 
speed  transmissions.  It  also  will  triple 
capacity,  leaving  more  room  for  data. 

But  for  now,  it's  uncertain  how 
many  customers  will  wait  for  the  im- 
provements. Unless  cellular  carriers 
ease  the  path  for  data,  they  may  find 
customers  taking  another  highway. 

By  Robert  D.  Hof  in  San  Francisco 
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RUSSIA  CAN'T  JUNK  ITS  NUCLEAR  WARHEADS  FAST  ENOUGH— SO  THE  U.S.  IS  READY  TO  HELP 


IF  YOU  CAN'T  BUILD  WEAPONS, 
DESTROY  'EM 


Billions  of  dollai's  iii  contracts  are  up  for  grabs 


These  are  hellish  times  for  once-cod- 
dled arms  makers,  as  budget  cuts 
force  layoffs  and  downsizing  in- 
dustrywide. But  amid  the  carnage,  a  few 
companies  are  positioning  themselves  at 
ground  zero  of  a  booming  business — 
dismantling  nuclear  and  other  weapons 
amassed  during  the  cold  war. 

It  looks  to  be  a  megaton  market.  At 
least  20,000  nuclear  weapons  will  be  de- 
stroyed or  shelved.  As  part  of  that  pro- 
cess, storage  will  have  to  be  arranged 
for  truckloads  of  deadly  plutonium  and 
weapons-grade  enriched  uranium,  with 
half-lives  of  up  to  500  million  years. 
There  also  are  bulging  stockpiles  of 
chemical  and  conventional  munitions  to 
disarm.  And  atop  all  that,  there's  the 


staggering  cost  of  cleaning  up  the  envi- 
ronmental mess  left  behind  by  weapons 
production.  That's  estimated  at  $100  bil- 
lion in  the  U.  S.  alone. 

Last  May,  Mason  &  Hanger-Silas  Ma- 
son Co.,  a  big  engineering  outfit  based 
in  Lexington,  Ky.,  won  a  $1.6  billion  con- 
tract to  oversee  disassembly  of  U.  S. 
nukes  and  storage  of  their  components. 
But  there's  still  competition  for  that  job. 
Lockheed,  Olin,  and  Babcock  &  Wilcox — 
all  of  which  bid  on  the  original  con- 
tract— have  challenged  the  deal  in  court, 
citing  Mason's  spotty  safety  record 
(page  88).  Moreover,  the  three  have 
launched  a  joint  venture.  International 
Disarmament  Corp.,  to  go  after  foreign 
business. 


Their  immediate  target  is  the  $400  mil-j  iM 
lion  set  aside  by  Congress  last  year  toi  H 
help  the  Russians  destroy  chunks  of  = 
their  nuclear  arsenal.  Right  now,  Russia;  : 
is  able  to  retire  only  about  1,500  war-;  [ 
heads  a  year  of  the  10,000  to  20,000  that ! 
may  have  to  go.  It's  a  delicate  process  ] 
that  involves  removing  a  highly  explo-i:: 
sive  chemical  blanket  from  around  th^  E 
plutonium  core,  incinerating  it,  and  pre4  j 
paring  the  plutonium  for  storage.  "WeJ 
don't  think  they  can  handle  this  by  them- 1; 
selves,"  says  Troy  E.  Wade  III,  iDC's  : 
chairman  and  a  former  head  of  the  Ener-  ■ 
gy  Dept.'s  nuclear-weapons  program.  I 
The  money  hasn't  been  allocated  yet.  [I 
But  U.  S.  companies  hope  it  will  lead  toi[ 
work  for  them  in  helping  add  to  Russia's  I 
network  of  decommissioning  plants. 
FRIED  WEAPONS.  The  Russians  also  need 
help  eliminating  their  massive  stockpiles 
of  chemical  weapons.  Russian  President|l 
Boris  Yeltsin  and  President  Bush  recent- 
ly agreed  to  dramatic  chemic^il-arms  re- 
ductions. But  Raytheon  Co.  Senior  Vice- 
President  George  W.  Sarney  says  that  I 
the  one  plant  in  the  Commonwealth  that  | 
could  destroy  such  weapons — in  the  Rus- 
sian city  of  Chapayevsk — has  been  shut 
down  because  it  couldn't  dismantle 
weapons  safely  enough.  With  other 
methods  not  readily  available,  some  Rus-j 
sian  experts  have  proposed  annihilating!|l 
chemical  weapons  through  controlled  un-| 
derground  nuclear  explosions.  "Unfortu- 
nately," says  Yuri  E.  Pinchukov,  an 
arms-control  expert  at  Moscow's  Insti- 
tute of  World  Economics  &  International 
Relations,  "we  have  people  here  who 
think  that's  a  good  idea." 

U.  S.  companies  think  they  have  a  bet- 
ter way.  Late  last  year,  Raytheon  won  a 
$429  million,  five-year  contract  to  man- 
age the  U.  S.  Army's  chemical-weapons 
dismantling  plant  on  Johnston  Atoll,  700 
miles  southwest  of  Hawaii.  That's  part 
of  a  $6.4  billion  Army  project  to  destroy 
tons  of  chemical  munitions  over  the  next 
decade.  The  highly  automated  facility 
uses  conveyor  belts,  robotics,  electronic 
sensors,  and  special  incinerators  to  ex- 
tract nerve  agents  and  explosive  compo- 
nents, then  fry  them  at  ultrahigh  tem- 
peratures. What's  left  is  recyclable  scrap  I 


CLEANING 
UP  AFTER 
THE  COLD 
WAR 


NUCLEAR  WEAPONS 

The  Energy  Dept.  will 
spend  nearly  $3.2  bil- 
lion overlO  years  dis- 
mantling warheads. 
Congress  has  set  aside 
$400  million  to  help  the 

former  Soviet  Union  re- 
tire nukes 


CHEMICAL  WEAPONS 

The  U.S.  Army  will 
plunk  down  $6.4 
billion  to  deep-six 
its  chemical-weapons 
stockpiles.  The  Com- 
monwealth's bill 

will  probably  be 

equolly  high 


CONVENTIONAL  WEAPONS 

Worldwide,  the  market 
for  demilitarization  of 
conventional  arms  could 
hit  $5  billion,  half  of  it 
to  destroy  weapons  in 
the  old  East  Germany 


ENVIRONMENTAL  CLEANUP 

The  U.S.  government 
expects  to  dish  out 
$100  billion  through  the 
year  201 9  to  clean  up 
radioactive,  industrial, 
,  and  other  cold  war  j 
environmental  waste  j 

DMA:  tHEIiGY  DEPT.,  US.MlMy.BW  J' 
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At  last,  everything 
you Ve  been  waiting  for 
in  an  affordable 
plain  paper  laser  fax. 

Including  a  break. 

Fujitsu  set  the  industry  standard  in  laser  plain 
paper  faxes.  Today,  the  dex  740  sets  a  new  stan- 
dard. It  combines  an  affordable  purchase  price 
and  low  operating  costs,  with  high-performance 
features  designed  to  keep  your  business  running 
smoothly.  ^ 

A  break  from  bottlenecks.  No  more  standing 
in  line  for  the  fax  machine.  With  its  dual  access 
feature  the  dex  740  can  prepare  one  document 
tor  sending  while  transmitting  another  Make 
copies  while  it  s  sending  or  receiving.  Scan  and 
program  a  document  for  delayed  broadcast  while 
it's  receiving.  And  perform 
any  function  you  choose 
at  the  touch  of  a 
single  button. 


Is  1.5  seconds 
fast  enough? 

That's  all  the  time 
it  takes  for  the  dex 
740  to  scan  one  page. 
No  other  fax  gives  you 
that  break.  Plus  a  trans- 
mission speed  of  just  9  seconds. 

Clear  efficiency.  Communication  flows  with 
optimum  efficiency,  with  the  clarity  of  Ultra- 
bmooth  printing  and  automatic  error  correction 
tven  when  you  're  replenishing  paper  or  sup- 
plies, the  dex  740  continues  to  transmit  and 
receive  documents  uninterrupted. 

Backed  by  the  experts.  Add  to  the  above,  the  fact 
that  it  s  backed  by  one  of  the  largest,  dedicated 
tax  service  organizations  in  the  world,  and  you'll 
see  why  the  dex  740  is  everything  you 've  been 
waiting  tor. 

So  why  wait  any  longer?  Contact  Fujitsu  Imaging 
Systems  of  America,  36  Apple  Ridge  Road, 
Danbury,  CT  06810  or  call  1-800-243-7046 


FUJITSU 


The  global  computer  and  communicat 


ions  company. 


Our  newest 
fund  offers  you 
the  world. 

Twentieth  Century  International  Equity  Fund 

Take  advantage  of  expanding  opportunities  around  the  world.  Twentieth 
Centuiy  hitemational  Equity  takes  our  long-tenii,  growth -oriented 
investment  strategies  and  apphes  them  to  the  international  marketplace. 
For  more  complete  information  about  Twentieth  Century  World 
Investors,  including  charges  and  expenses,  call  for  a  free  International 
Equity  prospectus.  Please  read  the  prospectus 
carefully  before  investing. 

1-800-345-2021 

P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


No -Load  Family  of  Funds 


NordicTrack.  The 
20-Minute  Stress  Manager. 


The  business  world  is  stressful.  It  takes 
a  healthy  body  and  mind  to  achieve  the 

success  you're  capable  of. 
Take  time  out  for  NordicTrack 
and  take  control  of  your  life. 

Vlcdical  rcscMn  h  siioxss  that  cxlmxisc 
L.iusc.s  chemital  changt-.s  in  the  brain  that 
produce  a  more  relaxed,  more  productive 
mental  outlook.  It  also  relaxes  tense 
muscle.s  and  leaves  you  feeling  better  about 
yi  )urselt 

Make  a  positive  difference 
in  your  performance. 

NordicTrack  improves  your  overall  use  of 
o.xygen.  strengthens  your  heart  and  lungs, 
builds  your  endurance  and  increases  your 
stamina  —  so  you  can  be  your  most 
productive  each  and  every  day. 


A  total-body  workout 
in  only  20  minutes. 

NordicTrack  efficiently  works  all  the 
major  muscles  of  your  upper_,ind  lower 
body  —  not  just  the  legs 
like  exercise       ,  _ 
bikes, 

treadmills  and  '•'''^ 
stairclimbers. 
Only  NordicTrack 
gives  you  more  of  a 
workout  in  less  time. 

Take  charge  of 
your  life 
with 

NordicTrack. 
Call  today  for  a  50-day  in-home  trial! 


IMordiclrack 

m    W  m  A  CML  Company 


You're  worth  it! 


FREE  VIDEO 

AND  BROCHURE! 


1-800-328-5888's. 

OrurilL-  .Nordic  I  r.n  Is.  IX|)t  -l).-iC.2. 
l4lC  Jonathan  Blvd.  N.,  Cha,-,l<a,  MN  5S318 
©l'»2  NordicTrack,  Inc  .  A  CML  Company.  All  righrs  reserved 
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metal  and  fiberglass.  The  Army  plans  t"" 
build  eight  other  facilities  on  the  U.  S 
mainland — one  of  which  has  landed  Mor  $ 
risen  Knudsen  Corp.  a  $900  million  con^  tf*'^ 
struction  contract.  And  Raytheon  recent' 
ly  won  Commerce  Dept.  approval  tc 
export  its  expertise  and  technology  foi 
such  work. 

Destroying  conventional  weapons  ma> 
not  require  such  an  elaborate  setup,  bul 
it  will  nonetheless  generate  an  estimated 
$.5  billion  in  contracts  worldwide.  In  Ger- 
many alone,  reckons  Defense  Ministei 
Gerhard  Stoltenberg,  it  will  cost  somt 
$2.5  billion  to  break  up  and  recycle  olc 
ammunition,  mortars,  tanks,  and  otheip 
East  German  ariny  leftovers.  All  told 
says  Toby  G.  Warson,  chief  executive  ol  iteits 
Honeywell  Inc.  spinoff  Alliant  Tech  ai 
systems  Inc.,  there's  enough  weaponrj 
"to  fill  the  World  Trade  Center  in  New  m\ 
York  about  3.5  times  over."  Germarflion? 
arms  companies  Diehl  and  Kaus  &  Stein- 
hausen  grabbed  about  50'''c  of  the  ammu- 
nition disposal  work  handed  out  laslji 
year.  But  Alliant  says  it  is  close  to  cinch- 
ing a  $300  million  deal  to  destroy  Rus|b;i,.£ 
sian  antitank  weapons  in  Germany. 


SPOILS  OF  PEACE: 
A  TEXAS  TUSSLE 


sthel 
i  ffl 


I  t's  quite  a  spread,  16,000  acres  oi  jtHav 


I the  plains  of  the  Texas  Panhandle 
there's  good  reason  for  all  that  s 
For  the  next  eight  years  or  so,  the  En 
Dept.  will  use  its  Pantex  nuclear-asse 
facility  just  outside  Amarillo  (popul 
1.51,615),  to  put  thousands  of  warhead 
ice.  Pantex  also  is  the  focus  of  a  legal  1: 
over  who  will  control  that  lucrative  wc  ntspe; 

Last  May,  Energy  awarded  a  $1.6  bi  iffagi 
five-year  management  contract  to  a 
known  engineering  outfit  called  Masc 
Hanger-Silas   Mason  Co.   Since  the 
1950s,  the  Lexington  (Ky.)  concern  has 
etiy  managed  the  task  of  making  nu' 
weapons  at  Pantex,  the  nation's  only 
assembly  plant.  With  the  outbreak  of  p 
Pantex  is  switching  to  disarming  nuke 
'UNEVEN  RECORD.'  Mason  won  that  con 
because  the  government  decided  that 
peting  bidders — Lockheed,   Olin,  and 
Babcock  &  Wilcox  unit  of  engineering 
McDermott  International — lacked  ex 
ence  in  running  such  facilities.  Nowjifr: 
others  have  sued  the  Energy  Dept.  in 
District  Court  in  Dallas,  charging  thai 
agency  has  ignored  Mason's  past  prob 
in  running  the  facility.  While  the 


mi.  ( 


awaits  a  trial  date,  a  House  Energy  & 
merce  subcommittee  headed  by  Represi 
tive  Michael  L.  Synar  (D-Okla.)  is  invest^} 
ing.  Says  Synar:  'Tm  troubled  by  the  3 
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Ultimately,  f^ettint^  rid  of  weapons 
in't  be  nearly  as  hig  a  task  as  cleaning 

the  pollution  generated  in  producing 
;m.  Under  the  U.  S.  Energy  Dept.'s 
)0  billion  plan,  all  of  its  nuclear-pro- 
ction  facilities  will  be  sanitized  by  the 
ir  2019.  That  means  disposing  of  some 
ir  decades'  worth  of  industrial  sol- 
nts,  heavy  metals,  and  radioactive 
,stes  that  have  accumulated  at  govern- 
mt-owned  production  facilities,  such 

the  Rocky  Flats  plant  near  Denver, 
iste  Management  Inc.  set  up  a  subsid- 
y  last  year  to  pursue  a  $5  billion  con- 
ict  to  overhaul  a  uranium-processing 
int  in  Fernald,  Ohio.  The  feds  will 
ard  the  job,  the  largest  remediation 
)ject  ever,  later  this  year.  Russia, 
lanwhile,  is  just  beginning  to  contem- 
ite  its  own  eye-popping  environmental 
anup  tab. 

Df  course,  the  revenue  potential  of  the 
st-cold-war  cleanup  is  a  fraction  of  the 
llions  of  dollars  it  cost  to  make  all 
)se  weapons  in  the  first  place.  Still,  it 
11  be  a  good  business  for  those  who 
1  master  it.  After  all,  peace  isn't  free. 
By  Brian  Bremner  in  Washington,  ivith 
mes  E.  Ellis  in  Chicago,  Deborah  Stead 
Moscow,  and  Roon  Lewald  in  Bonn 


ason  has  had  such  an  uneven  track 

;  the  General  Accounting  Office.  In 
•il,  1991,  report  on  Mason's  manage- 
:he  watchdog  agency  concluded  that 

had  "one  of  the  highest  injury  and 
rkday  rates"  in  recent  years  in  Ener- 
iclear-weapons  network.  It  also  said 
was  sometimes  unprepared  to  handle 

radiation  accidents.  One  example:  In 
989,  a  device  to  contain  tritium  gas 
iuring  a  routine  weapons  dismantle- 
No  workers  were  killed,  but  some 
xposed  to  radioactive  gas.  The  gov- 
it  spent  some  $2  million  to  decontami- 
le  facility.  On  other  occasions,  dating 
3  1984,  workers  were  needlessly  ex- 
Lo  radioactive  dust,  the  GAO  says. 
OY'  MENTALITY.  Mason  won't  discuss 
/suit  or  the  GAO  report,  referring  in- 
to the  Energy  Dept.  Everet  H. 
)r,  principal  deputy  assistant  secre- 
)r  defense  programs,  concedes  there 
een  problems  at  Pantex.  But  he  adds 
ason  "has  done  quite  well  in  bringing 
jcedures  into  line"  with  Energy's 
ned  standards.  Beckner  says  that  En- 
)lans  to  fight  the  suit  and  has  no 
)n  of  giving  Mason  the  heave-ho. 
rneys  representing  the  competing 
!  argue  in  court  documents  that 
typical  of  an  "old  boy  network"  men- 
.hat  values  loyalty  over  performance. 
)S.  But  the  dispute  also  may  under- 
•ne  thing  more:  just  how  much  money 

at  stake  as  the  business  of  denuking 
irld  picks  up  speed. 

By  Brian  Bremner  in  Washington 


STRIES 


How  To  Do 
Your  Taxes 
On  Your  PC 

1,  Gather  your  receipts. 

2.  Enter  them  inTurboTax. 
X  Print,  sign  and  mail. 


It's  that  easy.  That's  why  TurboTax  is 
America's  best-selling  tax  software  --  over  6 
million  returns  filed  last  year.  TurboTax  asks 
you  simple  questions  and  guides  you  through 
the  answers.  Then  TurboTax  makes  the  tax 
calculations,  fills  out  all  the  forms,  and  prints 
your  ready  to  file  return. 


FREE  BONUS! 

Receive  the  Norton  Utilities ' 
-  America's  best-selling  disk 
repair  and  data  recovery  program 
(version  6.0  LTE,  excludes  N-DOS 
and  DiskEdit  features). 
Yours  FREE  when  you  pay  for 
TurboTax  or  MaclnTax. 




TurboTax  Maclnlax 


Macintosh 


Try  America's  #1 
Tax  Software  FREE! 

We're  so  sure  you'll  love  being  in 
control  of  your  taxes,  we'll  send  you  Turbo- 
Tax for  a  FREE  trial  (pay  just  $8.50  shipping 
now).  Try  it  free  for  30  days,  and  if  you  don't 
like  it  for  any  reason,  just  send  it  back  and 
owe  nothing.  If  you  do  like  it,  you  won't  be 
charged  until  after  your  30-day  free  trial. 

Please  □  TurboTax  (IBM -compatible)  $69 
Choose:  □  jurboTax  for  Windows  $79 

□  MaclnTax  (for  Macintosh)  $79 
Have  credit  card  ready  for  shipping  charges. 
Call  now  for  your  FREE  trial  copy 

f  800-487-8297  ^^i 
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You  just  separated  your  trash. 


Recycling 

is  easy,  isn't  it? 

In  fact, 

it's  one  of 

the  easiest  ways 

you  personally 

can  make  the  world 

a  better  place. 


If  you'd 
like  to  know  more, 
send  a 
postcard  to 
the  Environmental 
Defense  Fund-Recycling, 
257  Park  Ave.  South, 
NY,  NY,  10010. 


You  will  find 
taking  the  first 
step  toward 
recycling 
can  be  as  easy 
m  practice 
as  it  is 
here  on  paper 


RECYCLE 
It's  the  everyday  way  to  save  the  world 
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WE  COVER  THE  WATERFRONT.  ALL  223,000  MILES  OF  ITJ 

World  trade  m  goods  and  services  now  surpasses  $4  trillion  annualhj.  and  the  importers  and  exporters  Jof\ 
whom  the  AIG  Companies  provide  insurance  coverages  touch  virtually  every  coastline  in  the  world.  Our 
global  network  consists  oj people  with  deep  understanding  ojthe  laws,  regulations,  customs  and  business^ 


ictices  of  the  countries  in  which  they  work.  As  well  as  local  insurance  markets  and  needs.  That's  why 
iltinational  businesses  can  rely  on  our  people  and  our  services.  In  the  seven  decades  since  our  founding, 
'.'ve  built  a  global  network  in  130  countries  and  jurisdictions  that  could  not  be  duplicated  today.  At  any  cost. 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group.  Inc..  Dept.  A.  7()  Pine  Street,  New  York.  NY  10270. 
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KEEPING  PLANES  OUT 
OF  EACH  OTHER'S  WAY 


The  current  collision-avoidance  system  isn't  perfect,  but  it  helps 


It  was  a  crash  heard  'round  the  coun- 
try. In  September,  1986,  a  single-en- 
gine plane  plowed  into  an  AeroMex- 
ico  jet  over  Cerritos,  Calif.  Nearly  100 
people  perished  in  the  air  and  on  the 
ground.  The  Federal  Aviation  Adminis- 
tration concluded  that  the  jet's  crew  nev- 
er saw  the  small 
plane,  whose  pilot 
had  veered  out  of 
his  approved  air 
space  shortly  be- 
fore the  collision. 

Spurred  mainly 
by  this  tragedy, 
Congress  told  airlines  that  by  1994  they 
had  to  install  traffic-alert  and  collision- 
avoidance  systems  (TCAS)  in  the  4,300 
commercial  planes  operating  in  the  U.  S. 
It  has  taken  six  years  to  hone  the  tech- 
nology, and  not  all  the  bugs  are  out  yet. 
"We're  80%  of  the  way  there,"  says 
Ross  Beins,  a  United  Air  Lines  Inc.  man- 
ager who  chairs  an  airline  industry  task 
force  that  is  evaluating  TCAS.  But  the 
system,  which  costs  $200,000  installed, 
has  already  been  put  in  half  of  all  com- 
mercial planes- — those  that  carry  at  least 
30  passengers.  And  so  far,  the  evidence 
shows  that  it  may  provide  a  crucial  mar- 
gin of  safety  as  U.  S.  air  traffic  grows 
an  estimated  567^  by  the  year  2000. 

Interest  in  a  collision-avoidance  sys- 
tem really  dates  back  to  1956,  when  two 
jetliners  crashed  into  each  other  over  the 
Grand  Canyon,  killing  128  passengers. 
But  it  wasn't  until  the  mid-1980s  that 
advances  in  computer  chips  and  soft- 
ware made  it  possible  for  the  system's 
three    manufacturers — Allied-Signal 


Inc.'s  Bendix/King  Div.,  Honeywell,  and 
Rockwell  International's  Collins  Com- 
mercial Avionics  subsidiary — to  produce 
sophisticated  enough  gear  in  a  light 
enough  unit. 

What  they've  come  up  with,  in  a  48- 
pound  package  the  size  of  a  19-inch  TV, 
is  a  combination  computer/receiver  that 
can  pick  up  the  individualized  radio  sig- 
nals emitted  by  the  transponders  that 
most  planes  carry.  By  locking  in  on 
the  transponder  signal  of  another 
aircraft,  a  TCAS  computer  can  tell 
the  other  plane's  altitude,  speed, 
range,  and  bearing.  Using  soft- 
ware developed  by  Mitre  Corp.  in 
Bedford,  Mass.,  and  Massachusetts 
Institute  of  Technology's  Lincoln  Lab- 
oratory, the  computer  compares  the 
planes'  projected  courses.  If  they  come 
within  three  nautical  miles  and  1,000  ver- 
tical feet  of  each  other,  TCAS  issues 
warnings  that  get  more  urgent  as  the 
time  until  potential  impact  decreases.  It 
even  tells  a  pilot  to  climb  or  dive. 
CLOSE  CALL.  During  2,500  hours  of  tests 
in  the  past  18  months,  pilots  credit  TCAS 
with  helping  avert  10  to  15  midair  colli- 
sions, says  Thomas  Williamson,  a  TCAS 
expert  for  the  FAA.  In  one  case  last  Oc- 
tober, a  jet  from  now-defunct  Midway 
Airlines  Inc.  had  just  taken  off  from 
Chicago's  Midway  Airport  when  TCAS 
warned  that  a  Southwest  Airlines  Co. 
plane  was  in  its  path.  The  crew  took 
evasive  action — and  even  so,  the  planes 
missed  by  only  about  1,000  feet  at  the 
same  altitude.  Now,  says  United's  Beins: 
"You'd  have  a  mass  revolt  if  you  tried  to 
pull  TCAS  off"  the  planes  that  have  it. 


Not  that  TCAS  doesn't  have  glitches. 
Its  chief  critics,  air-traffic  controllers, 
want  to  limit  the  system's  ability  to  or- 
der planes  out  of  an  assigned  air  space 
without  a  controller's  approval.  Each 
controller  tracks  15  to  20  aircraft  at  a 
time.  And  "we  rely  on  knowing  where 
each  plane  is  because  we're  basing  our 
next  instruction  on  that,"  says  Chicago, 
controller  Ray  Gibbons,  the  TCAS  expert 
at  the  National  Air  Traffic  Controllers 
Assn.  The  system's  backers,  includingi 
the  FAA,  respond  that  it  operates  only  in 
an  emergency — and  that  when  a  collisionj 
is  imminent,  there's  no  time  to  radio  thej 
tower  for  instructions. 

Still,  there's  no  question  that  the  sys-; 
tem  is  sensitive.  In  tests  on  two  of  its 
planes,  United  reports  that  traffic 
alarms  sounded  every  2.2  flight  hours,: 
and  an  alert  to  dive  or  climb  was  issued' 
every  28.1  hours.' 


Complains  John  E. 
O'Brien,  director  of 
the  Air  Line  Pilots 
Assn.'s  air-safety 
department:  "There 
are  too  many  nuisance  warn- 
ings, especially  in  dense  areas." 

Some  of  these  shortcomings 
have  been  dealt  with.  For  in 
stance,  Collins  h&s  fixed  a  software 
error  that  caused  its  system  to  pick  up 
phantom  planes.  And  all  three  manufac- 
turers are  revising  their  software  to 
cure  another  headache:  As  planes  pre- 
pare to  land,  the  systems  sometimes 
pick  up  aircraft  on  the  ground  and 
sound  a  verbal  alert:  "Traffic!  Traffic!" 
The  new  software  halts  this  close  to  the 
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THE  SYSTEM  THAT  MAKES  FLYING  SAFER 
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A  small  plane  thafi;; 
flying  at  a  safe  distance 
shows  up  OS  a  white 
diamond  on  o  screen  that 
the  pilot  monitors  in  the 
cockpitof  a  jetliner 


The  jetliner  picks  up  range, 
bearing,  and  altitude  from  the 
other  plane's  transponder. 
At  45  seconds  to  potential 
impact,  the  diamond  becomes 
a  yellow  circle.  A  warning 
sounds:  'Traffic,  traffic' 


Once  theother  airplane  is 
within  25  seconds  of  impact, 
the  yellow  circle  changes 
to  a  red  square,  and  the 
synthesized  voice  issues  an 
order:  'Climb!'  or  'Dive!' 


After  the  danger  has  passed, 
the  small  plane  again  shows 
up.as  a  yellow  circle,  and  the 
system  notifies  the  pilot: 
'Clear  of  conflict'  jflj^ 
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SCIENCE  &  TECHNOLOC 


AMERICA'S 

WORKFORCE 

BANKRUPT? 


Many  business  leaders  believe  the  answer  to  that 
question  is  o  frightening  "Yes."  They  perceive  an 
absence  of  commitment,  a  lack  of  maturity  and  the 
inability  to  absorb  training  to  be  on  alarming  trend 
in  much  of  today's  youth. 

But  perception  isn't  necessarily  reality.  Consider  the 
people  who  have  served  in  the  Army. 

The  Army  enlists  quality  people. 

The  Army  believes  America's  youth  belong  in  school. 
Our  recruiters  ore  strong  advocates  for  good  study 
habits  and  high  school  completion.  We  believe  it 
pays  off. 

Over  98  percent  of  new  recruits  are  high  school 
graduates.  Over  two  thirds  score  above  average  on 
the  Armed  Forces  Qualification  Test,  a  standardized 
aptitude  test. 

These  smart  new  soldiers  then  become  students  in 
the  nation's  largest  technical  training  organization. 
With  18  mojor  technical  training  complexes,  the 
Army  trains  young  adults  in  over  300  specialities, 
many  that  involve  high-tech  equipment  and  state- 
of-the-art  technology.  It  is  a  system  that  graduates 
over  100,000  men  and  women  each  year 


Tronsferroble  skills. 

Researchers  at  Ohio  State  University  found  that 
percent  of  the  people  recently  separated  from 
the  Army  hod  transferred  the  occupational 
skills  acquired  in  the  military  to  their  civilian 
employment.  This  was  slightly  better  than 
the  rote  of  skill  transfer  by  graduates  of 
business  schools  and  vocational /technical 
colleges.  But  beyond  occupational  skills, 
soldiers  acquire  other  lifelong  qualities. 


50 


As  a  matter  of  fact,  a  survey  of  hundreds  of  employ- 
ers, many  from  Fortune  500  companies,  clearly 
shows  that  they  value  the  attributes  soldiers  develop 
in  the  Army  and  will  hire  young  people  who  are 
reliable,  disciplined  and  have  responsible  attitudes 
toward  work. 

How  the  Army  Coreer  and  Alumni  Progrom 
helps  Americo. 

This  year  about  150,000  men  and  women  will  leave 
the  Army.  As  they  return  to  civilian  life,  they  bring 
with  them  self-discipline,  motivation,  and  technical 
skills  America's  work  force  needs.  To  help  them  get 
a  head  start  on  their  civilian  careers,  the  Army  estab- 
lished the  Army  Career  and  Alumni  Program  (ACAP). 

At  ACAP  Centers  around  the  world,  the  Army  provides 
training  in  job  search  skills  for  soldiers  and  their  fam- 
ilies. Besides  facilitating  their  entry  into  the  civilian 
world,  the  ACAP  program  prepares  soldiers  to  make 
immediate  contributions  in  their  new  civilian  jobs. 

How  ACAP  con  help  your  business. 

While  ACAP  serves  the  needs  of  the  soldier  it's  also 
a  resource  for  employers  across  America.  Interested 
employers  may  enter  their  firms  into  the  Army 
Employer  Network  Data  Base  and  find  out  more 
about  ACAP  by  calling  1-800-445-2049. 

It  makes  sense  to  support  Army  recruiting  and  Army 
Alumni.  The  Army  will  continue  to  recruit  and 
train  high-quolity  young  men  and  women 
because  they  are  the  key  to  maintaining 
America's  defense.  And  the  Army  will  con- 
tinue to  return  to  the  civilian  sector  capable, 
mature,  highly-motivated  young  people, 
ready  to  Be  All  They  Con  Be  as  port  of 
America's  work  force. 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
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BUSINESSWEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL6061 1 
FAX:  (312)  337-5633 


Office  Supplies/Equipment 


America's  Lowest  Priced 
Office  Supplies  Direct  to  You 


WIlOLIilS/lLli: 


wast  HEWLETT 
WmM  PACKARD 

Genuine  HP  l^ser  Jet 
II.  IID,  III  Cunridge 
Order  No:  92295ZHLP 


5.25"  DSDI)  Disks 
Order  No:  00234THM 

52«EA 


UQUID   

paPER  fsz 


White  Correction  Huid 
Order  No:  5M0IFMT 
58«EA 


Black  Ring  Binder 
Order  No:  6798INBB 
84<EA 


You  simply  won't  find  lower  prices  on  brand  name  office  supplies  than  at 
Wholesale  Supply  Company.  Over  9.6(X)  difi'erent  iteins.  same  day  shipping, 
and  all  at  prices  you  have  to  see  to  believe.  So  call  now  for  your  free  catalog. 


1-800-962-9162 


Ad  I  odt  00X5 


Financial  Services 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Perlormance 

Ratings  of  all  NYSE 

stocks  show  200  ex- 

tremely  vulnerable 

stocks  (rated  8  or  9) 

-including  some  very 

famous  names- 

which  I  believe  could 

"take  a  bath/' ni  rush  maRTIN  ZWEIG 

you  the  Performance 

Ratings  ($45  value)  as  a  bonus  with 

your  subscription  to  The  Zweig  Fore- 
cast. Time  is  crucial. 

Three-Month  Trial  $55. 
One  Year  $265.  Visa  or  MC 
1-800-535-9649  Ext.  9024. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagti,  NY  11793-0926 


What  you  don't  know  about  • 
investing  could  fill  a  boolt...  1 


r 


•  And  II  Has  -  I 


The  1992  $upertrader's  Almanac 


by  Frank  A.  Taucher 


Free  brochure 
l-800-«78-7442 


Menswear/Fashion 


men's  WIDE  SHOES 


EE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety, 
styling  and 
quality. 
Send 
for 
FREE 
CATALOG 

The  Widest  Selecllon  ol  the  Widest  Shoes  Anywhere! 
HITCHCOCK  SHOES.  INC 

Dept.SSC  Hinjiluini.  MA  020-43 


Education/Instruction 


Major  British  University  offers 

Intiernational  MBA 

entirely  trirougn  home  study. 

No  Bacfielor's  required.  Recognized  by  US  Dep't 
of  Education.  Originally  founded  182C,  Under 
$6,000  Alice  Edwards,  Henot-Watt  Univer- 
sity, (U.S.  Agency),  1780  Shattuck  Ave,  Berke- 
ley CA  94709,  loll-free  (800)  tvlBA-0707  or  tax 
(510)84 1  -871 1 .  Thank  you.  


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Worh,  file  ard  Academic 
Eipenence  •  No  Classroom 
Attendance  Required 

Call  (800)  423-3244 

or  send  detailed  resume 
lor  Free  Evaluation 

I'acific  Western  llniveixity 

600  N  Sepulveda  Blvd  .  DepI  170 
Los  Angeles.  CA  90049  USA 


Business  Software 
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Business  Opportunities 


PERSONALIZED 
BOOKS 


Make  money  from  home  with  your 
computer.  .Start  part-time  with 
potential  earnings  of  $5,000 
or  more  per  month . . .  print 
personalized  children's  books. 


1 


DEALERSHIPS  AVAILABLE 
Only  $1499 


Best  Personalized  Books 


L 3 107  Chapel  Downs  Drive  ■ 
Dallas.  TX  75229   .   (214)  357-6800  I 


INVEST  IN  POLAND! 

Polish  Enterprises  are  looking  for 
qualified  partners.  There  are  many 
opportunities.  Call  Euro-Hands  for 
information: 

Tel  206/774-0144  •  Fax  206/774-6898 


Venture  Capital 


Venture  Capital 
Directory 

More  than  a  list.  500-*-  sources  described: 
detailed  contact  information;  investment 
preferences;  tips  for  winning  pro[X)sals; 
glossary;  etc;  $50,  satisfaction  guaranteed 

ONLINE  Publishing,  inc 

800-824-1086  exl  400 


Computer  Networl<ing 

PRINTER  SHARING. 

InstantNET 

•  Plug  4  Pnni.  NO  Software  &  NO  Trainingi 

•  ONLY  $59  per  PC,  tinned  up  lo  '6  PCs' 

•  30  Day  Money  Bat*  Guaranlee' 

MAXELAN  Inc. 
Call  Toll  Free  1-800-234-1688 


Computer  Equipment 


IBM"     PS/2"  UPGRADES 


New  Systeiuis  •  Drives  •  Parts 
Deep  Discounts 
COMPUTER  TECHNIQUES 
625  East  Merritt  Avenue  Suite  K 
Merritt  Island,  FL  32953 
Phone/Fax  (407)  453-8783 


Telecommunications 


BUSINESS  OWNERS 

Reduce  your  long  distance 
bill  by  15-25%  with  AT&T. 
800  service,  too. 

Free  quote  1-800-831-9441 


CELLULAR  TELEPHONE 

Batteries  and  Accessories 


MOST  BATTERIES  $49.95 

Highest  Capacity  •  Longest  Lasting 
Full  One  Year  Warranty 
1-800-538-3222 


Cable  TV 


CABLE  TV  DESCRAMBLERS 

CONVERTERS,  ACCESSORIES 

Name  Brands.  Lowest  Prices.  Best  Service. 
For  FREE  16-page  color  catalog  call 

"c^o'iS^fNr  (800)  234-1006 


FREE  CATALOG!  1-800-345-8927 
JERROLD  HAMLIN  OAK  ETC.  m9 

CABLE  TV  DESCRAMBLERS  ij 


•  Special  Dealer  Pncesi  •  Compare  Our  Low  Retail 
Pnces'  •  Orders  From  Slock  Stripped  Immediately! 
•  Guararileed  Wairanlies  S  Pnces' 
•  All  Maior  Credit  Cards 
PACIFIC  CABLE  CO..  INC. 
7325V?  Reseda,  Dept  853     Reseda,  CA  91335  ( 
Fot  catalog,  orders  &  inio  1-600-345^927 


Catalogs 


rKITES-ss^s 

I  FREE  COLOR  CATALOG 

I  Choose  from  over  200  kites  Huis! 
J  IVIany  unusual  &  innovative  designs 
I  Call  or  write  tor  your  catabg  todayl 

I   Into  The  Wind  •  (8oo)  541-0314  I 

!  1408-BW  Pearl  St..  Boulder.  CO  80302  ' 


A  Catalog 
of  Bright  Ideas! 

SAVE  ENERGY  COMPANY 

•  a  planetary  store  • 

2410  Harrison  St  -T,  San  Francisco 
CA94110  800-326-2120 


Sales  Promotion/Marketing 


Sales  Leads  &  Mailing  Lists 


•  9  Million  U  S  Businesses  - 
Telephone  Veiilied  witti  Contact  Name  and  Employee  Si/e 

•  1.7  Milliun  Higti  Intume  Ameiiuns  •  &4  Million  Consumeis/Residenls 

•  1?  Mtllion  Cdnddisn  Businesses    •  Oppoilunily  Setkeis 

FREE  Catalog  -  Call  (402|  331-7169  oi  write 
American  Business  Lists 

PO  Box  27347, Dept  01 -062'Omafia.  NE  68127| 
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IT  PAYS  TO  ADVERTISE 
IN  THE  BUSINESS  WEEK 
MARKET-PLACE 

The  Business  Week  Market- 
place Section  is  a  special  ad- 
vertising feature  appearing  in 
the  first  issue  of  each  month. 
The  Market-Place  provides 
an  ideal  Showcase'  for  ad- 
vertisers w/ho  have  products 
or  services  that  appeal  to 
Business  Week  s  more  than 
6.2  million  responsive 
readers. 
For  rates  and  Information  write: 

BUSINESSWEEK 
MARKET-PLACE 
1 00  East  Ohio  St.,  Suite  632 
Chicago,  IL  60611 
or  call  (31 2)  337-3090 
or  FAX  (31 2)  337-5633 


IKOIJJM 


Your  IBM  S/36 


Too  Slow?  =/^.^'^ 

•  •  •  problem  for  $200 
inen  it  is  a  month.  Dramatically  ^ 

costing  your  speed  lip  your  S/36.  75%  of 

company  money '      Fortune  SOO  companies  have 

^  ^  '       saved  TIME  &  MONEY  by  using 

ASNA  Call  or  Write  Today  .J||: .  llCCELEft  8 

Amalgamated  Software  of  North  America 
^  P.O.  Box  1668  Big  Bear  Lake,  CA  92315 


FOR  AD  RATES 
AND  INFORMATION 

MMBUSINESSnWEEK^ 

BUSINESS  WEEK 
MARKET-PLACE 

PHONE: 

100  EAST  OHIO  STREET 

(312)337-3090 

SUITE  632 

OR  WRITE: 

frI/lnACii  LmLL 

CHICAGO,  IL6061 1 
FAX:  (312)  337-5633 

Business  Services 

RESEARCH  RmiRTS 

9,278  academic  topics  available' 
end  $2  00  for  the  272-page  catalog 
ustom-wntten  reports  also  available 
RESURCII  ASnSTANCE 

1  1322  Idaho  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California:  310-477-8226) 


JR  OWN  COMPANY  ■        ■  ■ 

lewsletter 


Our  one-stop  publishing  and 
mailing  service  makes  it  easy, 
ee  info  and  prices:  (800)  359-5993 

Delia  Fxpif^\  i\  lilt-  i'n!\  vv</\  If  ill!  " 
DATA  EXPRESS  INC.  CLIENTS  NATIONWIDE  


FOREIGN  PASSPORTS 
&  HOW  TO  GET  THEM 

=LUS  DETAILED  REPORTS  ON  TAX 
AVENS.  SWISS  &  OFFSHORE  BANK 
accts,  FOREIGN  TRUSTS  etc. 
For  FREE  BROCHURE  call: 

GLOBAL  PUBLISHING  GROUP 
1-800-695-7062  (24  hrs.) 


PERSONNEL 
RODUCTIVITY  AIDS 

BASED  PERFORMANCE  APPRAISALS, 
.KILLS  INVENTORY.  CAREER  PATH 
PLANNING,  SKILLS  TESTING. 

FREE  DEMOS 
CALL  800-361-4908 


Don't  Change  Your 
ong  Distance  Company! 
jet  Group  Rates  instead  on 
T&T,  SPRINT  OR  MCI  FROM 
>ng  Distance  $avers  Club 
leck  out  our  800  numbers,  too 
)0-776-3611  or  708-776-7777 


Real  Estate 


The  New  Estate 


ST  AND  BEAM  HOMES.  Deagnsfange  Irom  ISIhC 
to  your  own  visioo  of  cofrtort  and  $ecvjnty 
EaBlern  TImbef  Home*.  Inc. 
Box  359  ■  Uverell.  MA  0I0S4 
ividing     •  Finest  malefials  including  nalive  woods 
■  Skilled  artisans  and  consultanls 
•  WEATHERTIGHTshellhomepackages 
EE  INFORMATION:  CaJIT01.L  FREE  1.800.742-5237 


Travel 


IRST  CLASS 

JSINESS  CLASS  TRAVEL  USA /WORLDWIDE 


.0%-50%  Off 


i00-487'5S02 


,VEL  Agents  Welcome 


/fOA/R  Consulting 

Not  A  FreQuent  Flyer  Program 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  relieve  back  pain 


■  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

•  Forward-tilt 
feature 


BackSaver 

53J(ffny  Aw.,  Dept.  BWE.  HoUitton.  MA  0174« 


I  flail 


'n 

Get  an  incredible 
full-body  workout 
from  a  portable 
gym. 

"Gj'm  in  a  briefcase 
IS  Jimess  CO  go" 

LISA  TODA\ 

FREE  IMFO 
1-800-553-6633 

LIFELINE 
1421  S  PARK  ST 
tVIADISON,  Wl  53715 

r^jOe  (n  thR  USA 


HEARING  AIDS 


GUARANTEED  LOWEST  PRICES. 

Save  up  to  60%.  30  day  triaL  All  makes/ 
models.  We're  the  oldesL,  biggest  and 
best  -  specialists  in  custom  instruments. 
Free  information,  call  1-800-323-1212. 
Lloyds,  Dept.  BWl,  Bon  1645, 
Rockford.  IL,  61110.  


REMEDY 
PATTERN  BALX)NESS 

Lake  The  Euix)peans  Have  Done 
Already  For  6  Years! 

Call  for  FREE  information: 
PHARMAIL  1  -800-444-0628 


Recreational  Vehicles 


GO  ANYWHERE! 


max 

6  wheel 
drive 

ATV 

Amphibious  2  and  4 
passenger  models 


Call  Toll-Free  1-800-255-2511 

(From  anywhere  ,n  rhe  U  S  or  Canada) 

FAX:  716-855-1094 

Recreatives  Industries,  Inc 

60  Depot  Street,  Buffalo,  NY  14206 


FREE  CATALOG  AND  PRICES 


Wine  Cellars 


WINE  CELLARS  BY 

28  HANDMADE  WOOD  MODELS*  1 14  TO  3400  BOTTLES ♦ma'oein USA 

FACTORY  DIRECT  TO  YOU  ^'^^7scov7r"^" 

YOUR 
COST 
$1695 
1995 
1795 
995 
1195 
1995 
2995 

Designers' non  wood  model  60  bottle  glass  door  899  659 

VinOtemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  box  6 1 6 1  EJ  ♦  los  Angeles,  CA  9006 1 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  2i3/7i9-95i8 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


MODEL 

DESCRIPTION 

APPRX  CAPACITY 

SUGG 
RETAIL 

440 

Upright 

400 

S2495 

700 

Uprigtit 

600 

2995 

296 

Credenza 

280 

2695 

114 

Compact 

1 14 

1395 

230 

Two  Doors 

230 

1795 

700FUR 

Fur  Vault 

8  to  10  Furs 

2995 

700HH 

His  end  Hers 

300  bottles  4/5  Furs 

3995 

Corporate  Gifts 


100%  Cotton/ Your  Logo!  — 
Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Cotton,  American  Made  polo  ;,hirts,  tustoni  emhroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Free  shipping  for  international  orders.  For  a  price  hst  and 
catalogue  please  call:  1,800-847-4478 
Fax  1-7KS-7H2.4614 

The  Queensboro  Shirt  Company 

Depi  BW23,  119N  1 1th  St.,  Greenpoint,  NY  11211 


LAPEL  PIN,  INC. 
6381  Hollywood  Blvd.,  Suite  505, 
Hollywood,  CA  90028  •  1  -  (800)  332-2122 


UNIQUE-WATER  POWERED 
DESK  CLOCK! 

RUNS  FOR  WEEKS  ON  ONE  FILL! 

•  Date,  Time,  Seconds 
•  Any  Logo/Design  Imprintable 

Great  Gift-Quality  Prices 

Send  $19  95  t  $3  95  P&H  lo 

EXCALIBUR  SALES  CORP. 

3000  WincJsor  Way  •  Tallahassee,  FL  32312 
Florxia  residents  add  7%  sates  tajt  Dealer  inquiries  invited 


Public  Safety 


POLICE  YOURSELF 

Hand  held  Alcohol 
Breath  Analyzer 
Protect}  1000 

ACCURATE 
Easy-to-use 

Designed  tor: 
INDUSTRY,  LAW 
ENFORCEMENT  & 
PERSONAL  USE 

M69  plusshp   -  CALL  TODAY 

1-800-637-8363 

Communidyne,  Inc  •  Northbrook,  IL 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS... 
EVERYDA  YLOW  PRICES  ON. . 


CHOOSE  FROM 
HUNDREDS  OF  ITEMS. 
CALL  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


FIDELITY  EQUITY-INCOME  I| 


Top  Performance 
From  High-Yielding 
Stocks 


Average  Annual 
Total  Returns*  as 
of  Dec.  31, 1991 


46.60°° 

1  Year 


36.72^0 

Life  of  Fund 
8/21/90-12/31/91 


Fidelity  Equity-Income  II  Fund 

was  raiiked  among  the  top  equity 
income  funds  in  1991.' 

Tliis  Fund  purchiLses  stocks 
that  offer  the  potential  for  current 
income  and  capital  appreciation. 
By  investing  in  income-producing 
stocks  as  well  as  bonds  and  other 
fixed-income  securities,  the  Fund  is 
managed  to  moderate  the  effects  of  market  fluctuations 
while  remaining  poised  for  long-term  growth. 

Remember  that  greater  returns  can  also  mean 
greater  risks  and  iiwestors  should  realize  that  the  Fund  s 
share  price  and  return  will  fluctuate. 

Call  Today  for  a  free  Equity-Income  II  kci  kit.  Start 
with  $2,5()()  or  just  $500  for  IRAs  and  Keogh  accounts. 
And,  there's  no  sales  charge! 

Visit  a  Fidelity  Investor  Center  or  call  24  hours 

1-800-544-8888 


Fidelity 


Investments 

Common  sense.  Uncommon  results. 


® 


Till'  fad  kit  cDntalns  a  ciirrenl  fund  prospectus  with  more  information  inclndlng  niananemcnt  ftrs  and 
(■\pi-nses.  Read  It  larctulK  Ix-forc  vou  invesl  or  send  niont-v  '  Aicdrdinj;  In  l.ippiT  \nalvln  al  Services, 
Ki|uilv-lneonif  II  ranked  #i  oul  ol  'I  e(|uil\  income  funds  for  llie  oiie-vear  period  ended  1 2/ -(1/41. 
*Tolai  relurns  are  liislorieal  and  include  channe  in  share  price  and  reinveslmenl  ot  dividends  and  capital 
flatus.  Share  price,  vield,  and  return  will  vary  and  \ou  mav  have  a  ,naiii  <ir  loss  v,  hen  vou  sell  \our  shares. 
Past  performance  is  no  guarantee  of  future  results  fidelilv  Distnhutors  Corporation,  I'O  Box 
r)alhis,  TX7S26(v()hOi  CODE:  BW/EII/030992 


ground.  Faulty  tran.spcjnders  also  can 
cause  a  plane  to  track  itself  and  trip  an 
alert.  But  as  aging  transponders  are  re- 
placed, this  should  stop  as  well. 

There  is  one  potentially  dangerous  j 
problem  that  seems  particularly  hard  to  1 
solve.  At  some  busy  airports,  including  j 
Dallas/Fort  Worth  and  Detroit,  airliners 
must  take  off  or  descend  at  very  high 
speeds  in  close  proximity  to  each  other. 
TC.\S  often  anticipates  a  crash  and  orders 
evasive  action,  even  though  these  planes : 
will  soon  be  leveling  off  safely  in  their 
assigned  airspace.  | 
COMPROMISE.  Some  experts  say  that « 
most  of  these  alerts  could  be  prevented  j 
by  changing  the  software  so  that  an  f 
alarm  sounds  when  planes  are  within,  j 
say,  700  feet  of  each  other's  altitude] 
instead  of  the  current  1,000  feet.  Aj 
jetliner  can  climb  700  feet  in  30  seconds  j 
or  less.  So  the  idea  of  such  a  change  1 
makes  United's  Beins  and  others  ner-j 
vous.  They  would  rather  alter  basic  traf- 
fic patterns.  But  that  would  recjuire  an 
overhaul  of  the  air-traffic  control  sys- 
tem, which  is  unlikely.  As  a  compromise, 
the  system's  manufacturers  are  trying, 
to  develop  software  that  will  be  able  td 


One  major  problem: 
No  other  country  requires 
its  airlines  to  install  tcas 
or  anything  like  it 


infer  when  a  plane  is  about  to  level  off. 

Even  if  that  fix  works,  TC.\s  won't  be 
omnipotent.  No  other  country  has  re- 
quired its  airlines  to  install  TC^S  or  any- 
thing like  it.  And  American  Airlines  Inc. 
crews  have  noted  27  incidents  where  oth- 
er aircraft,  mostly  foreign-operated, 
have  put  their  transponders  on  settings 
that  TCAS  can't  pick  up.  Over  Newfound- 
land last  fall,  for  instance,  one  American 
jet  was  climbing  in  response  to  a  TCAS 
order  and  nearly  overtook  a  third,  for- 
eign plane  the  system  had  failed  to  spot. 
The  F.\A  can't  force  foreign  airlines  to 
alter  their  procedures  outside  the  U.  S., 
l)Ut  it  has  advised  them  of  the  problem. 

In  the  meantime,  industry  experts  are 
eyeing  the  next-generation  TC.\S.  It  will 
direct  pilots  to  move  sideways,  as  well 
as  up  and  down,  to  avoid  collisions. 
That's  better,  because  when  banking  left 
or  right,  "you  get  the  best  response 
from  the  plane,  and  there's  less  impact 
on  passengers,"  says  O'Brien  of  the  pi- 
lots' union.  That  system  may  be  ready 
by  the  end  of  the  decade — and  further 
ensure  that  it  will  take  more  than  hu- 
man error  to  cause  two  planes  to  collide. 

By  Lois  Thcrricn  in  Chicago,  with  Seth 
Fnyne  in  Washington 
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SCIENCE  &  TECHNOLOGl,: 


evelopments  to  Watc 


ITED  BY  SUNITA  WADEKAR  BHARGAVA 

HIS  CLIMATE  CONTROL 

IKES  ITS  CUE  FROM  YOUR  SKIN 


Car  air  conditioners 
are  supposed  to  cool 
the  passengers,  not  just 
the  air  around  them.  But 
current  systems  can't 
distinguish  between  a 
driver  who  has  been  sit- 
ting inside  with  the  AC 
on  for  20  minutes  and 
one  who  just  entered  a 
cool  car  from  the  out- 
side. That's  because 
even  in  today's  advanced 
systems,  sensors  mea- 
sure only  inside  air  tem- 
rature,  solar  radiation,  and  external  air  temperature. 
Engineers  from  Japanese  companies  Nippondenso  Co.  and 
yota  Motor  Corp.  have  developed  more  sophisticated  con- 
)ls  that  measure  the  driver's  skin  temperature.  An  infrared 
nsor  mounted  on  the  roof  above  the  windshield  relays  skin 
nperature  readings  to  a  computer  that  compares  the  figure 
a  target  temperature  set  by  the  driver.  It  then  adjusts  the 
•  conditioner  automatically.  However,  don't  look  for  it  on 
xt  year's  Lexus.  Tests  so  far  have  all  been  laboratory-based, 
yota  researcher  Yousuke  Taniguchi  doesn't  expect  to  see 
i  system  in  a  production  car  until  the  next  century. 


lAKING  MYSTERY  MATERIALS 
IVE  UP  THEIR  SECRETS  FASTER 


^  n  electron  microscope  is  a  powerful  tool  for  analyzing  the 
^  composition  of  everything  from  metal  alloys  to  complex 
emicals.  Performing  actual  experiments,  however,  can  be 
iious.  To  measure  the  precise  amounts  of  a  substance,  the 
croscope  first  has  to  be  carefully  calibrated  through  a  long 
ocess  of  trial  and  error. 

Now,  researchers  at  the  National  Institute  of  Standards  & 
chnology  in  Gaithersburg,  Md.,  have  produced  a  new  com- 
ter  program  and  data  base  that  provides  a  short  cut  to  avoid 
al  and  error.  "The  program  allows  you  to  model  the  entire 
periment  at  your  desktop,"  explains  NIST  physical  scientist 
larles  Fiori,  one  of  the  developers.  "You  put  a  hypothetical 
ecimen  under  the  microscope  and  find  out  if  you  can  detect  a 
pothetical  element." 

The  Desktop  Spectrum  Analyzer  &  X-Ray  Database  (DTSA) 
ogram  also  analyzes  data  from  actual  experiments.  And 
'SA  breaks  new  ground  in  another  way:  In  an  effort  to  get 
me  financial  return  from  taxpayer-funded  research,  Nl.ST  is 
lling  the  software  for  $790. 


II,  THIS  IS  FAST-FINGERS  LOUIE. 
1ST  CHECKING  IN...' 


n  recent  years,  corrections  agencies  have  begun  to  use 
electronic  wrist  monitors  and  anklet  transmitters,  along 
th  voice  verification,  to  monitor  low-risk  prisoners  who  serve 
ne  at  home.  Now,  Synetics  Corp.  in  Wakefield,  Mass.,  has 
veloped  a  system,  called  Lipsinc,  to  track  parolees  using 
dler  ID  and  automatic  speech-recognition  technology. 
Lipsinc  checks  an  incoming  call's  point  of  origin,  then  veri- 


fies the  caller's  identity  by  comparing  his  or  her  voice  with  a 
voice  imprint  taken  before  the  prisoner  was  released  from 
custody.  An  early  prototype  of  Lipsinc,  its  designers  claim,  has 
a  997"  accuracy  rate  after  the  caller  has  been  on  the  line  a 
minute  or  so.  Synetics,  a  systems  engineering  company,  de- 
signed Lipsinc  for  U.  S.  Telefactors  Corp.,  which  runs  a  high- 
tech messaging  service  in  Aurora,  111. 

The  companies  say  the  technology  has  also  attracted  inter- 
est from  securities  firms  and  banks  interested  in  verifying 
telephonic  financial  transactions.  On  the  other  hand,  competi- 
tors say  making  the  caller  repeat  the  same  phrase  may  work 
for  a  captive  audience,  but  that  doesn't  mean  the  system  is 
ready  for  Wall  Street. 


A  DRAM  COME  TRUE: 
CHIPS  THAT  DON'T  FORGET 


Today's  computers  bear  out  the  adage  that  memory  is  fleet- 
ing. The  information  held  in  dynamic  random-access  memo- 
ry chips  (DRAMS)  vanishes  when  computers  are  shut  off.  So 
data  has  to  be  stored  on  hard  disks  or  other  devices. 

Scientists  at  Cree  Research  Inc.  in  Durham,  N.  C,  and  Pur- 
due University  are  beginning  to  design  chips — made  from 
silicon  carbide  instead  of  the  traditional  silicon — that  won't 
lose  their  memories  when  the  power  goes  down.  Electric  cur- 
rent leaks  out  of  silicon  carbide  10,000  times  more  slowly  than 
from  silicon.  Such  a  chip  would  hang  on  to  data  for  years, 
instead  of  milliseconds.  That  would  greatly  boost  battery  life 
in  laptops  and  could  eliminate  the  need  for  disk  drives.  "It  is 
the  ideal  memory,"  says  Cree  scientist  John  W.  Palmour. 

Cree,  which  was  spun  off  in  1987  from  North  Carolina  State 
University,  has  now  successfully  built  a  key  component  of 
such  chips — individual  storage  cells.  Says  Dwight  Duston,  di- 
rector of  innovative  science  and  technology  for  the  Pentagon's 
Strategic  Defense  Initiative  Organization:  "It's  the  biggest 
breakthrough  of  the  year." 


HIT  THE  STACKS— 
WITHOUT  LEAVING  THE  DORM 


Carnegie  Mellon  Uni- 
versity students  may 
no  longer  have  to  trudge 
to  the  library  to  scan  the 
latest  in  scientific  re- 
search. Thanks  to  Proj- 
ect Mercury,  one  of  the 
first  electronic  library 
systems  using  distribut- 
ed computing,  they  can 
tap  into  the  library  elec- 
tronically with  nearly 
any  type  of  personal 
computer  from  any- 
where on  the  campus. 

The  on-line  system  currently  carries  seven  journals  on  com- 
puter science  and  artificial  intelligence.  Within  seconds  of  ask- 
ing to  see  an  article,  the  student's  PC  displays  fine-quality 
images  of  the  journal  pages,  including  diagrams  and  graphics. 
Although  CMU  doesn't  plan  to  have  books  on-line,  it  is  negotiat- 
ing with  various  publishers  to  carry  other  scientific  journals. 

Project  Mercury  allows  for  a  more  decentralized  library 
system  consisting  of  14  data  bases  on  smaller  workstations 
around  the  campus.  That  means  each  department  can  set  up  a 
data  base  and  publish  its  own  papers  or  jouraal  without  hav- 
ing to  go  through  a  central  library  clearinghouse. 
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January 1989: 
We  decided  the  only  way 
to  reinvent  our  cars 
was  to  reinvent  our  company 


iriiis 


And  that's  what  we  did.  Three  years  ago,  we  turned 
the  company  upside  down.  Inside  out.  We  changed  the 
company  to  change  the  way  we  make  cars. 

It's  a  whole  new  way  of  making 
our  cars:  platform  teams. 

It's  a  fundamental  change  in  our  way  of  working.  In 
our  corporate  culture. 

The  Company  has  been  organized  into  four  platform 
teams-large  car,  small  car,  truck,  and  minivan.  Each  team 
is  product  engineers  and  manufacturing  engineers,  plan- 
ners and  buyers,  marketers,  designers  and  finance  analysts 
in  lockstep,  talking  together  and  working  together 

Sharing  responsibility 

It's  not  the  old  way:  an  engineer  finishing  his  piece  of 
the  car  and  tossing  the  plan  over  the  fence  to  the  next  guy 
up  the  line. 

It's  the  new  way:  everybody  working  together  to 
resolve  all  the  technical  problems  beforehand.  To  make 
sure  the  designer's  concept  can  be  engineered  and  the 
engineer's  plan  can  be  buOt  so  that  problems  are  solved  up 
front  and  costly  trade-offs  downstream  are  eliminated. 

Everybody  focused  on  one  goal:  making  a  great  car 

And  what  drives  the  system  is  the  voice  of  the 
customer  The  customer  who  is  most  likely  to  buy  the  par- 
ticular product. 

The  result  is  better  quality  lower  cost  and  a  reduction 
in  the  time  it  takes  to  get  a  product  to  market. 

The  result  is  a  whole  new  way  of  making  cars. 

It's  a  new  home  for  a  new  way 
of  making  cars:  The  Chrysler 
Teclmology  Center. 

It's  the  new  guts,  the  new  hean,  the  new  muscle  of 
our  company 

The  Center  in  Auburn  HOls,  Michigan  opened  offi- 
ciaOy  October  15, 1991.  And  our  platform  teams  have 
started  moving  in. 

Not  only  will  they  be  conveniently  located  to  each 
other,  but  to  all  the  tools  they  will  need  to  do  their  jobs. 

Electromagnetic  and  environmental  labs,  a  wind  tun- 


nel and  a  test  track.  A  pilot  factory  to  test  computerized 
manufacturing  equipment,  shops  to  hand-build  prototype 
vehicles,  and  design  studios.  Even  an  education  center  All 
the  tools  needed  to  make  cars  that  are  safer,  environmen- 
tally responsible  and  more  efficient.  In  all,  7,000  people  will 
go  to  work  at  the  Center 

Some  people  ask,  "Why  put  a  billion  dollars  in  new 
real  estate  now?"  The  answer  is  simple.  The  Chrysler  Tech- 
nology Center  is  a  long-term  investment  in  a  whole  new  way 
of  working.  And  it  will  be  worth  every  penny  of  it. 

To  us.  And  to  you,  our  customer 

It's  a  company 
with  a  new  record  of  getting 
from  show  car  to  showroom. 

The  original  V-IO  Dodge  Viper  made  its  debut  in  Janu- 
ary 1989  at  the  North  American  International  Auto  Show  in 
Detroit.  The  reaction  from  the  public  was  instant  and 
overwhelming. 

And  so  was  Chrysler's  response.  A  study  task  force 
grew  quickly  into  Team  Viper-charged  with  bringing  the 
car  to  market  within  three  years.  A  world-class  recoid  for 
this  country 

And  so  was  bom  more  than  a  new  sports  car:  a  more 
responsive  product  development  process  that  dramatically 
cuts  lead  time  and  investment. 

And  so  was  bom  the  prototype  for  organizing  a  whole 
company 

We  predict  our  new  cars  will  drive 
a  new  trend:  cab  forward. 

In  the  fall  of  1992  Chrysler  will  launch  a  new  series  of 
midsize  cars.  Cab  forward  cars:  a  concept  that  is  based  on 
restruauring  the  car,  not  restyling  the  car 

The  base  of  the  windshield  is  pushed  forward  over  the 
front  wheels.  The  rear  wheels  are  pushed  rearward.  The 
width  of  the  car  increased. 

From  these  simple  changes  are  derived  a  whole  series 
of  important  benefits. 

The  first  is  more  room  up  front  and  rear  for  the  driver 
and  passenger  Another  is  the  ability  to  engineer  a  signifi- 


:ant]y  longer  wheel  base  in  a  midsize  car.  Ride  and  handling 
ire  thereby  improved. 

The  longer  wheel  base  in  turn  allows  for  lai^er  doors 
ront  and  rear  for  easier  entry  and  exit.  Without  sacrificing 
runk  space. 

Exceptional  aerodynamics,  reduced  wind  noise  and 
mproved  fuel  economy  are  also  derived  from  the  cab  for- 
vand  restructuring. 

But  true  uniqueness  is  derived  from  the  quality  of  the 
otal  car:  the  quality  of  the  driving  experience. 

Cab  forward  will  become  a  new  trend.  Just  because  it 
nakes  so  much  sense. 

It's  a  company 
with  achievements  to  huild  on. 

It's  a  company  with  dominance  in  important  aspects 
)f  the  business. 

The  most  significant  is  the  Chrysler  minivan.  We 
gambled  on  a  new  idea  only  we  believed  in.  And  America 
oved  it.  And  three  million  minimis  later  we're  still  improv- 
ng  them.  Making  them  safer,  more  funaional  and 
riendlier  for  the  American  family 

Everybody  knows  we  bought  Jeep*  the  gold  standard 
or  four-wheel  drive,  not  just  in  this  country  but  around  the 
vorld.  Our  new  Jeep*  Grand  Cherokee  will  create  new  stan- 
lards  for  aU  spoit  utility  vehicles. 

We  reintroduced  an  old  idea,  the  convertible,  to  a  new 
;eneration.  We  turned  fun  into  a  big  business.  And  every- 
)ody  jumped  on  the  bandwagon. 

The  American  public  thinks  of  us  as  warranty  leaders 
vith  good  reason.  We  believe  we  started  a  trend  in  war- 
anty  improvement  across  the  board  to  the  benefit  of  all 
:onsumers. 

All  our  plants  are  new  or  refurbished.  But  no  automo- 
ive  plant  in  America  will  be  more  socially  responsible  or 
echriically  proven  than  our  newest,  Jefferson  North,  in  the 
leart  of  Detroit. 

Building  something  new  is  good.  Having  something  to 
)uild  it  on  is  better. 

Our  dedication  to  safety 
started  an  industry  trend. 

Most  people  know  that  Chrysler  is  the  only  car  com- 
pany that  puts  driver-side  air  bags  on  every  passenger  car  it 
3uilds  in  the  US.' 

They  may  not  know  we  are  the  first  with  a  minivan 
Iriver-side  air  bag!  That  the  minivan  has  an  available  built-in 
:hild  restraint  seat  and  rear-seat  shoulder  harnesses.  Even 
mti-lock  brakes  and  all- wheel  drive  are  available. 

As  a  matter  of  faa,  anti-lock  brakes  are  available  on 
?0%  of  the  vehicles  we  build.  More  models  than  Toyota, 
^onda  and  Nissan  combined. 

And  everybody  should  know  we  have  invited  the 

ADVANTAGE : 

C  H  R  Y  S  L  E  R      P  L  Y  M  0  U  T  H  DODGE 


industry  to  join  us  in  making  safety  a  top  priority. 
For  the  benefit  of  all  consumers. 

And  by  the  way,  while  we  were  busy 
changing  the  company,  we  took 
tliree  billion  dollars  out  of  costs. 

As  someone  said,  we  wrote  the  book  on  survival  in 
the  80's.  In  a  recession  you  get  lean.  Fast.  We've  also  dem- 
onstrated when  the  cycle  turns  up,  you  make  money  Lots 
of  it. 

The  Company  has  literally  been  transformed  for  a  dif- 
ferent mari<etplace.  The  90's:  a  tougher,  faster,  more 
competitive  time  and  place. 

How  did  we  get  out  the  three  billion  doOars? 

By  taking  a  long,  hard  look  at  every  procedure  in  our 
company  and  mapping  out  every  step  in  those  procedures. 
It  has  to  add  value,  improve  quality  and  serve  the  customer 
better — or  we  get  rid  of  it.  We  found  we  could  eliminate  at 
least  50%  of  the  steps.  In  some  cases,  90%. 

That's  called  lean  production.  It's  the  best  way  to  get 
everybody  focused  on  one  of  the  goals:  cutting  costs. 

We  asked  for  suggestions  and  we  got  them.  Streamlin- 
ing spare  parts  handling  alone  saved  100  million.  We  cut 
100  million  from  our  medical  expenses. 

We  instituted  a  new  way  to  deal  with  our  suppliers  as 
equal  partners  in  the  design  process.  The  result:  improved 
quality  lower  costs.  The  result:  135  million  in  savings. 

The  trick  is  to  cut  the  fat  without  cutting  the  bone. 
And  we've  done  it  all  without  jeopardizing  our  l6.6-billion- 
dollar  five-year  new  product  plan. 

No  company  has  more  experience  at  operating  with 
our  backs  to  the  wall.  But  we  do  what  we  have  to  do  to 
compete.  That  has  been  our  history 

And  that  will  be  the  key  to  our  future. 

It  is  a  more  competitive  company 
for  a  more  competitive  time. 

Chrysler  Corporation  in  the  course  of  the  next  five 
years  will  provide  competitive  new  cars,  trucks  and  mini- 
vans.  A  new  Dodge  Viper,  followed  by  a  new  Jeep*  Grand 
Cherokee.  And  in  the  fall,  the  new  cab  forward  sedans 
from  Dodge,  Eagle  and  Chrysler. 

In  this  business  you  lead,  follow  or  get  out  of  the  way 
We  intend  to  lead  by  providing  the  ultimate  advantage:  get- 
ting better  quality  products  at  lower  cost  to  the  marketplace 
faster 

For  the  benefit  of  a  more  competitive  Chrysler 
For  the  benefit  of  a  more  competitive  America. 
For  the  ultimate  benefit  of  a  more  satisfied  customer. 

CHRYSLERt^ 

DODGE    T  R  U  C  K  S      J  E  E  P.  EAGLE 


•Excludes  Viper  and  vehicles  built  for  Chrysler:  Imports,  Laser,  Talon,  Premier,  Monaco,  Summit  tFully  effective  only  when  used  with  seat  belt.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation. 


RIGHT:  Her  jacket,  $118; 
culotte,  $54;  shirt,  $48:  Izod 
Lacoste.  Her  shoes,  $65: 
Nike.  His  pants,  $140;  shirt, 
$110;  cardigan,  $250: 
Bobby  Jones.  His  shoes, 
$135;  golf  gloves,  $18.75: 
Foot-Joy.  TOP:  Shirt,  $60: 
Charter  Golf /Ashworth. 
MIDDLE:  Silk  top,  $60; 
pants,  $60;  deer-suede  belt, 
$36:  Charter  Golf/ 
Ashworth.  BOTTOM:  Pants, 
$60:  Charter  Golf/ 
Ashworth.  Shoes,  $80:  Nike. 
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rATATATATATATATATATATATATATATATATATATATi 

yl5  the  days  grow  longer  and  the  mercury  rises,  an 
executive's  fancy  turns  to  leisure.  And  when  the 
work  clothes  come  off,  you  'II  find  all  sorts  of  versa- 
tile new  casual  wear  to  put  on.  Whether  you  're  a 
weekend  duffer,  a  serious  hiker,  or  a  water  bug, 
there 's  plenty  of  good-looking,  well-made  sports  ap- 
parel. Much  of  it  embraces  high-tech  design  and 
the  latest  in  synthetic  fibers,  all  to  help  keep  you 
comfortable  in  the  summer  elements.  Bright  colors 
and  textured  fabrics  spice  up  classic  blazers  and 
dresses  for  the  games  you  play  at  night. 


0  N  THE  COURSE 

Gone  are  the  days  of  loud 
plaids  and  plus  fours.  Golf 
clothing  now  is  chic,  almost 
indistinguishable  from  classy 
casual  wear.  Yet  it's  more 
functional  than  ever.  Sturdy 
knits  enhance  durability. 
Treated  all-cotton  jackets 
repel  water.  And,  boiTowing 
from  sneaker  technology, 
shoes  are  lighter,  with  air- 
cushioned  heels  for  support. 


PHOTOGRAPHS  BY 
CHRIS  CALLIS 

EDITED  BY  AMY  DUNKIN 
STYLED  BY  ANNE  BLEVINS 
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0  N  THE  WATER 

Stretch  tanks  and  cotton 
trunks  are  still  the  favorites. 
This  year's  versions  sport 
neon  colors  and  jazzy  South 
Seas  prints.  But  the  real 
innovation  is  in  footwear, 
which  has  evolved  from 
rubber  thongs  to  a  variety  of 
stretchy  water  slippers  that 
hug  and  protect  the  feet. 


ABOVE:  Tank  suit,  $54; 
jacket,  $54:  Speedo.  Shirts, 
$120  each;  trunks,  $105: 
Ermenegildo  Zegna.  LEFT: 
Aqua  socks,  $29.95:  Nike. 


JAL  BUSINESS 
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0  N  THE  TOWN 

Summer  dress-up  clothes 
should  be  relaxed  and  not 
unduly  clingy.  With  its  tuxedo 
front  and  full  skirt,  the  cotton 
pique  halter  dress  shown 
here  takes  styling  cues  from 
the  1950s.  The  three-button 
linen  sport  coat  has  a  loose, 
easy  fit  but  is  half-lined  to 
maintain  shape. 


Off 
am 


Jacket,  $550;  pants,  $200; 
shirt,  $120;  tie,  $60:  Hugo 
Boss.  Dress,  $360:  Tom  and 
Linda  Piatt.  Jewelry:  Eric 
Beaman  Showroom  Seven. 
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Aca  believes  there  is  room  for  a  different  kind  of 
computer  company.  One  that  not  only  offers  everything 
from  entry  level  PCs  to  200  person  UNIX""  networks,  but 
designs  them  to  grow  when  you  do.  Advance  when  tech- 
nology does.  And  work  as  hard  for  your  money  as  you  do. 

For  example,  Acer  invented  ChipUp?  A  break- 
through technology  that  allows  you  to  upgrade  a 

386SX  system  to 
a  486  simply  by 
adding  a  new  chip, 
it's  like  buying 
a  new  computer 
for  the  price  of  a  single  chip. 

for  people  on  the  go,  the  AcerAnyWare  "notebook 
computers  pack  the  power  and  features  of  machines 


Today,  just  about  everyone 
can  use  a  computer. That's 
why  we  make  a  comfuter 
for  just  about  everyone. 


5  times  their  size-for  prices  that  are  less  than  most  other 
notebooks. There's  a  full  range  of  high-performance, 
low- cost  models  to  choose  from. 

Wt  can  also  make  a  lot  of  people  happy  all  at  once. 
Our  64-bit  bus,  multiprocessor  AcerFrame "  fileservers 
bring  minicomputer  performance  to  your  desktop.  And 
they're  backed  by  our  10  years  of  experience  in  UWIX  systems. 

Wt  invite  you  to  see  the  complete  range  of  Acer 
computers,  including  our  affordable  AcerMate "  line.  And 
ask  about  our  wide  selection  of  AcerView "  monitors, 
laser  printers,  keyboards  and  other  peripherals. 

C'alll  800  SEE-ACER  in  the  U.S.  and  Canada 
and  tell  us  exactly  what  you  need.  And  then  well  give 
you  exactly  what 
you  want. 


le  Acer  logo,  ChipUp,  AcefAnyWore,  AcerFrame,  AcerMate  ond  AcerView  o(e  registered 
arks  of  Acer  Inc.  and  Acei  Amehco  Corp  UNIX  is  a  registered  trodemork  o!  ATM  Bell  lobs 


For  Vo\aoes  TliAx 
Capture  THkE  Imaoinaxion. 


Discover  a  cruise  ship  like  no  other  on 
THE  seas.  The  SSC  Radisson  Diamond. 
With  her  unioue  twin-hull  design  and 
unmatched  comforts,  she's  ouite  assur- 
edly unlike  anything  you  have  ever  exper- 
ienced, a  masterful  blend  of  imaginative 
form  and  innovative  function,  the  ssc 
Radisson  Diamond  promises  a  cruising 
experience  far  beyond  the  expected. 


This  spring,  her  inaugural  season,  she 
graces  the  exotic  ports  of  the  mediter- 
ranean before  leaving  for  the  caribbean 
on  a  thrilling  quest  of  classic  propor- 
tions, so  come  aboard  this  spring  and 
join  the  company  of  fellow  adventurers. 
Those  destined  to  hail  the  future  of  ocean 
travel  with  a  voyage  that  captures  the 
imagination. 


SSC::  R.\niSSC)N  DlAMONO 
OlyXMONO  C:RUISK 

For  itineraries  and  itjeormation. 

CONTACT  YOUR  travel  AGENT  OR  CALL  800  333-3333 


5nii»'s  Rkc;is  I  R^  :  Ki>jlanu  ■  Ownf.d       Di.wk  >ni  >  <  :ri  isi  I,i  i>.    M.\na(.ku  B^  R.xdisson  H<  >  i  i- 1  s  1  n  i  krna i  k >n.\i. 


Can  We  Survive 
Without  It? 


In  the  time  it  takes  voii  to  read  this 

line  untold  species  are  disappearing;  from  this 
planet.  F  o  r  e  v  e  r . 

Docs  it  matter?  Should  busmcss  care?  The 
qticstions  are  crucial.  The  answers  are  critical 
to  our  health,  cnir  livelihood  —  and  our  lives. 

Business  Week's  6.S  million  readers*  will  be 
privy  to  the  answers  in  an  upcoininL;  special 
advertisin^  section:  lllldlifc:  Can  We  Survive 
Wltlioiit  It? —  third  m  the  L2;roundbreaking 
Business  Weel^  series  on  business  and  the 
environment. 

Produced  in  cooperation  with  the  world's  pre- 
eminent wildlife  conservation  organization,  the 
New  York  Zoolou;ical  Society,  Wildlife  will 
discuss: 

The  Reasons  why  wildlife  matters,  to  all  of  us. 

The  Urgency  of  the  wildlife  crisis,  winch  is  at 
the  very  top  of  global  environmental  concerns. 


T}te  Connection  between  loss  of  wildlife  and 
loss  of  habitat  -  and  the  implications  for 
ec(Miomic  development. 

The  Stewardship  Role  which  business  can 
and  must  play  to  simultaneously  protect  wildlife 
and  sustain  commerce. 

And... 

The  New  York  Zoological  Society  whose 
leadership  puts  it  at  the  forefront  of  wildlife 
ct)nservation,  worldwide. 

For  More  Information  Please  Call: 

Kate  Kirkland 
Project  Director 
(  212  )  512  -  3226 

Issue  Date:  May  18,  1992 
Closing  Date:  April  6,  1 992 

Staiuiimi  WvtJi  Aiiieiicii  adrenisiii'^  nues  apply. 

*  North  Aincnca  IaIuioh.  Sunminis 
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Busines^Afeek 


AN  OFFER 
WORTH  THE  PAPER 
IT'S  PRINTED  ON. 

With  every  new  subscription. 

Business  Week  will  plant  a  tree 

in  one  of  America's  Heritage  Forests. 


dex  to  Companies 

ndex  gives  the  starting  page  for  a  story  or  feo- 
ivith  a  significant  reference  to  a  company.  Most 
diaries  are  indexed  under  their  own  names, 
jonies  listed  only  in  tables  ore  not  included. 
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Dotoquest/Ledgeway  28 
Dayton  Hudson  58 
Dean  Witter  Reynolds  58 
DEC  78 

Delta  Air  Lines  34 
Diehl  86 
Dillon,  Read  32 
Dow  Chemical  67 
Dow  Corning  67 
Drexel  Burnham 

Lambert  39,  80 
Dynoplost  65 


Entertainment  Marketing  & 

:k  &  Wilcox  86 

Communications  Intl.  40 

3  Republic  58 

Ericsson  84 

merica  80 
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Federal  Express  84 
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First  Chicago  28 

32 
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49 
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□  n  Securities  82 

Fox  30 

urities  76 

Franklin  Press  33 

ton  Industries  42 

G 

GopKids  58 
GE  46 

GM  32,33,66,70,73, 
110 

Grant  Street  National 
Bonk  80 

Greyhound  79 
Groupe  Bull  46,  66 
GTE  84 

Guarantee  Security  Life 

Insurance  79 
Gymboree  58 

H 


Hewlett-Packard  42,  84 
Home  Box  Office  31 
Hondo  50,  51 
Honeywell  86,  92 
Hughes  Aircraft  28,  66 


IBM  28,46,66,84 
ICL  46,84 

Interco  79 
International 

Disarmament  86 
International  Management 

Group  40 
Investcorp  42 
Itel  65 


James  D.  Wolfensohn  32 
Jeff eries  Group  82 
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Kaus  &  Steinhausen  86 
Kellogg  40 
Kemper  Securities  66 
Kidder,  Peobody  20,  32, 
58 

Kraft  General  Foods  40 
Kurt  Salmon  Associates  58 


Lawrence  (C.J.|  20 
Lehman  Brothers  32,  82 
Levi  Strauss  58 
Lipper  Analytical 

Securities  82 
Liz  Claiborne  58 
Lloyd's  of  London  42 
Lockheed  67,86 
Lyons  &  Burford 

Publishers  65 
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MacylR.H.)  63 

Moersk  84 

Mason  &  Hanger-Silas 

Mason  86 
Mazda  7 

McCow  Cellular  84,  85 
McDermott 

International  86 
McDonald's  58 
McDonnell  Douglas  49 
McGraw-Hill  26 
MCorp  79 
Mellon  Bank  80 
Merrill  Lynch  79 
Midlantic  82 
Mitre  92 

MMS  International  26 
Morgan  Stanley  20 
Morrison  Knudsen  86 
Motorolo  84 
MSB  Energy  Associates  7 
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National  Car  Rental  84 
NBC  30 
NCR  84 

Neiman-Marcus  58 
New  York  Mercantile 

Exchange  76 
News  Corp  30 
Nippondenso  97 
Nomura  Securities 

International  76 
Northern  Telecom  28 
Nutrasweef  40 


Olin  86 
Olivetti  46 
Oppenheimer  82 
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PacTel  Cellular  85 
PaineWebber  31 


Poromount  Pictures  30 
Paribas  Copital  Morket  46 
Patagonia  58 
Phelps  Dodge  39 
Pioneer  50 
Piper  Aircraft  39 
Pitney  Bowes  84 
Plastech  Engineered 

Products  65 
Plessey  46 

Prudential  Securities  20 


Rom  Broadcasting  84 
Roy  Bon  40 
Raytheon  66,  86 
Reuters  Holdings  76 
Rockwell  International  92 


Saks  Fifth  Avenue  42,  58, 

63 
Sharp  50 
Showo  Denko  50 
Siemens  46,  48 
Siemens  Nixdorf 

Information  Systems  46 
Singapore  Airlines  49 
Skoda  46 

Sky  Broadcasting  30 
SkyTel  84 

Southwest  Airlines  92 
Stride  Rite  58 
Synetics  97 


Taiwan  Aerospace  49 
Telxon  82 

The  Gap  58,64,  110 

The  Limited  58 

Thomson  46 

Time  Warner  31,39 

Tokyo  Stock  Exchange  76 

Toshiba  31,50 

Toyota  97 

Trump  Ta|  Mahal  65 

TV  Answer  42 
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United  Air  Lines  92 
United  Penn  Bonk  80 
U.S.  Telefactors  97 


Vermont  Reseorch  63 


w 


Wochtell,  Lipton,  Rosen  & 

Kotz  39 
Wal-Mart  58,  82 
Warburg  (E.M.|,  Pincus  80 
Warner  Brothers  31 
Waste  Management  86 
Weil,  Gotshal  & 

Manges  39 
Wellington 

Management  32 
Wertheim  Schroder  32 
Westinghouse  46,  66 
Whitehall  Laboratories  33 


Every  week  Business  Week  brings  you  up  to 
dote  on  the  world  of  business.  We're  committed 
to  bringing  you  coverage  of  business  news  that 
is  not  only  timely  but  insightful.  Now,  we're 
also  committed  to  teaming  up  with  you  to  make 
a  positive  contribution  to  our  environment. 

With  the  help  of  the  Global  ReLeaf  Campaign 
of  the  American  Forestry  Association  (AFA),  we 
will  plant  a  tree  in  one  of  America's  Heritage 
Forests  with  every  new,  paid  Business  Week 
subscription. 

Global  ReLeaf  educates  people  on  opportunities 
to  enhance  the  environment  through  improve- 
ment of  trees  and  forests.  The  campaign  creates 
these  positive  environmental  opportunities  for 
individuals,  community  groups  ond  businesses. 

The  Heritage  Forest  Program  is  one  such 
opportunity.  Heritage  Forests  are  special  public 
lands,  selected  by  the  AFA  as  lands  where 
private-sector  donations  can  create  new  forests, 
that  would  not  be  possible  under  existing  public 
programs  and  budgets. 


SUBSCRIBE  TO  BusinessWeek  NOW 

We'll  plant  your  tree  and  still  offer  you 
substantial  savings.  At  only  89<an  issue, 
you  save  64%  off  the  $2.50  cover  price 
and  make  a  positive  contribution  to  the 
environment. 

Enjoy  the  convenience  of  having  Business 
Week  delivered  and  the  satisfaction  of 
having  done  something  to  help  improve 
and  preserve  America's  forests. 

It's  easy  to  do.  Fill  out  one  of  the 
post-paid  cards  found  in  this  issue  and 
drop  it  in  the  mail  today  or  (all  toll-free 
1-800-635-1200. 

For  more  infoimotion  on  ihe  Globol  ReLeaf  Piogiom,  coll  12021 667  3300 
or  write  lo  Ibem  ol  P  C  6o«  2000,  Woshinglon,  0  C  2001 3 
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Investing  a  few  days 
this  spring  may  not  just 
save  the  company 
20%  of  health  care  costs, 
it  may  just  save 
the  company 

Keynote  Speakers 

Gail  R.  Wilensky,  Plil),  Adniinistralor.  HCFA,  LS.  Depailiiieiit  of  Healtli  and 
Huin;m  SeiAices 

''The  21st  Century  American  Health  System:  A  Proposal  for  Change" 

Paul  M.  Ellwuod.  Ml),  (ihaimuui,  InterSludy 

.\lain  C.  Enthoven,  I'liD.  Professor  of  Public  and  Pnvate  Management.  Graduate 

School  of  Business,  St:inford  I'liiveBit)' 
Thomas  0.  Pjle,  MBA,  foniier  (10,  Hai^ard  Comniunit\-  llealtli  Plan 

"Health  Care  Policy  and  Politics:  Lessons  from  Canada,  Germany, 
The  Netherlands,  and  Great  Britain" 

Robert  B.  Helms,  PhlJ,  Director  of  Health  Policv  Studies,  Anieric;m  Enterprise  Inst. 
Edward  Neuschler.  l)eput\  Director  of  Polic\  Development  and  Research,  Health 

Insurance  Association  of  America 
Sean  Sullivan,  Executive  \ice  President,  New  Directions  for  Polic\' 
Wairen  Greenberg.  PhD,  Professor  of  Health  Economics,  George  Washington  [' 
Leonard  G.  Schii'rin,  PhD,  Chancellor  Professor  of  Economics,  College  of  Willi;im 

X  \h\\:  (Clinical  Professor  of  Prewntive  Medicine,  Medical  College  of  Virginia 

"The  Challenge  of  Making  Health  Care  Programs  Work: 
An  Employer  Issue  Around  the  World" 

Steven  R.  Hill.  MBA.  Senior  \ice  President,  Human  Resources  and  Employee 

Relations,  Weyerhaeuser  Co, 
Carl  J.  Schramm,  PhD,  President,  Health  Insurance  .teociation  of , 'America 

1992  Conference  Tracks 

•  Employers  •  Managed  (^are  Organizations  •  Information  Management  Systems 

•  PPO'.s  •  Pharmaceutical  Management  •  Behavioral  Health  •  Hospitals  •  Physicians 

•  The  .Militaiv  •  Public  PolicT 


•  The  MIS  SliMMIT  Award  for  Infonnation  Technology  Excellence 
'  A  two-day  exposilion  leatuniig  more  than  200  provider  of  managed  health  care 

pnxlucls  and  scnices 
Plent}'  of  opportunity  for  networking  at  breaktiLsLs,  receptions,  ;md  more. 


BusinessWeek 


presents: 


llie  Second  Annual  National  Employer  Summit,  March  30-.^l,  1992 
Strategic  Benefits  Planning:  Defining  ('oqiorate  America's  Role  in  Health  Care 
"The  annual  educational  forum  for  health  care  benefits 
purchasers  of  the  nation's  largest  employers" 


Now  in  its  foLiilh  year,  the  National  Managed  Health  Caiv  Congress  (NMHCC) 
is  widely  i^cognized  is  tlie  one  foiiim  where  all  of  the  import;int  communities 
in  the  world  of  miinaged  healtli  care  gather  to  explore  tday's  health  care 
solutions  —  together. 

On  March  29-.^i)iil  1, 1992  more  th;in  3,000  executives 
witli  a  vital  interest  in  tlie  futui^  of  managed  health  care 
from  across  the  country  ;md  around  the  world  will  unite  at 
the  Sheraton  V»  ;ishington  to  exchange  ide;is,  exploit 
common  challetiges.  ;ind  leani  from  the  most  prominent 
leaders  in  the  field  —  m;iking  \MHCC  the  largest,  most 
diverse  meeting  of  m:inaged  care  minds  in  the  nation. 

/\iid  in  this  11th  hour  for  the  health  cm  industry 
'United  We  Staid"  may  be  the  last  edict  we  tieed  to  address 
before  we  are  cotifronted  with  the  ominous  final  call  to  action:  "Improve  rm 
or  Fail." 
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NMHCC  '92.  If  you  consider  m;inaged  care  a  part  of  your  future,  you  need 
to  be  there. 
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Call  I-800-372-0094 
for  your  free  16-page  conference  program  outlining 
steps  you  can  take  to  reduce  your  health  care  costs 
and  maintain  quality  care. 


Co-spuiisnml  hy 
Also  s[H))is()ml  hy 
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Sheraton  Washington  •  Ma'ch  29-April  1,  199; 


CEU's  for  PhamiacisLs  &  CIME  Credits  lor  Physicians  Available. 


O  YES!  I  see  m^maged  care  as  a  part  of  my  ftiture. 
Please  send  me  more  iiifomiation  ^is  well  as  my 
special  $250  discount  admission  certificate. 


A'ciine 


Phone 


Company 


Address 


City,  Slate,  Zip 


MAIL  to:  NMHCC,  1000  Winter  St.,  Suite  4000, 
Waltham,MA021S4  OR  FAX  to:  (617)  487-6709, 
Questions?  Call  us  at  1-800-372-0094, 


ivestment  Figures  of  the  Wee 


IMENTARY 

Dow  industrial  averoge 

:ed  its  way  upward  all  week, 

hing  a  record  high  of  3283  on 

26.  The  broader  S&P  500 
e  a  snappy  1 .7%  gain  but  fell 
it  six  points  shy  of  a  new  high. 
H  eap  stocks  continued  to  make 
s,  too  The  equity  markets  took 

cues  from  the  improving  bond 
:et  as  the  yield  on  the  bench- 
:  30-year  bond  fell  to  7.85%. 
inese  stocks  rebounded,  up 
D.  Still,  that  doesn't  mean  the 
^eor  bear  market  is  over, 
o  stocks  have  bounced  bock 
re,  only  to  slip  again. 


Feb.  20-26 


BONDS 

Feb.  Aug. 


Feb.    Feb.  20-26 


THE  DOLLAR 

Feb  Aug. 


Feb,    Feb.  19-26 


1  -week  change 


52-week  change 


]  -week  change 


1  week  change 


+  12.9% 

+  1.7% 

+  3.6%  +0.7% 

+  4.4% 

+0.4%, 

ARKET  ANAIYSIS 

.  STOCKS 

Latest 

%  « 
Week 

honge 

5  2- week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

JONES  INDUSTRIALS 
COMPANIES  (Russell  1000) 
LL  COMPANIES  (Russell  2000) 

OMPANIES  (Russell  3000) 

3283  3 
220.7 
210.2 
2360 

16 
1.6 

0.9 
1.5 

13  6 

15.3 
32  7 
16.2 

90-DAY  treasury  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 

COD  CAA  fMV#IArklf\  virif\ 

S&r  300  DIVIDEND  YIELD 

S&P  500  PRICE/EARNINGS  RATIO 

4.05% 
7.85% 
2.97% 
25.7 

3.95% 
7.92% 
2.99% 
24.7 

6.2% 
8.1% 
3.3% 
16.9 

EIGN  STOCKS 

latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

weeK 

A2-weeK 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

396  0 

68.8% 

0.36 

1.94 

395  3 
69.6% 
0.34 
1.79 

Positive 
Neutral 
Neutral 
Positive 

)0N  (FINANCIAL  TIMES  100) 
0  (NIKKEI  INDEX) 
INTO  (TSE  COMPOSITE) 

2565.0 
21,364.8 
3580.5 

11 
4.9 
1.0 

9.2 

-17.1 
3.9 

IDilSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

R-WEEK  LEADERS 

%  change 
4-week  S2-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

STRUMENTATION 

18.7 

48.3 

HEWLEn-PACKARD 

20.7 

54.1 

73 

ANSPORTATION  SERVICES 

17.1 

30  9 

FEDERAL  EXPRESS 

21.4 

30  8 

53  Vs 

m\HG 

16.9 

47.8 

MIRAGE  RESORTS 

23.6 

30.5 

32  'A 

TERTAINMENT 

14.7 

20.5 

WALT  DISNEY 

15  6 

26  0 

153  Ve 

AVY-DUTY  TRUCKS 

12.7 

34.0 

NAVISTAR  INTERNATIONAL 

28  0 

18.5 

4 

R-WEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

)AL 

-1  1  3 

-1  1.4 

WESTMORELAND  COAL 

-16.2 

-20.5 

15  '/2 

3SPITAL  MANAGEMENT 

-10.0 

-28  6 

HUMANA 

-13.7 

-17.5 

25  'A 

tOKERAGE  FIRMS 

-9.6 

75  0 

A  G.  EDWARDS 

-13  6 

68  4 

32  Vs 

UURAL  GAS  DISTRIBUTION 

-7.3 

-25.9 

PACIFIC  ENTERPRISES 

-29  1 

-57.8 

18 

:alth  care  services 

-7.1 

59  1 

ALZA 

-1  1.5 

-38.0 

44  'A 

UTUAl  FUNDS 


MORNINGSTAR  INC 


DERS 

week  total  return 

% 

LAGGARDS 

Four-week  total  return 

% 

DELITY  SELECT  AUTOMOTIVE 

EARTLAND  VALUE 

DELITY  SELECT  SAVINGS  &  LOAN 

10.7 
10.2 

8.8 

STRATEGIC  INVESTMENTS 
UNITED  SERVICES  GOLD  SHARES 
FIDELITY  SELECT  BIOTECHNOLOGY 

-16.8 
-15.0 
-1  1.7 

eek  total  return 

% 

52-week  total  return 

% 

PPENHEIMER  GLOBAL  BIO-TECH 
VIERICAN  HERITAGE 
BERWEIS  EMERGING  GROWTH 

72.9 
70  1 
69  5 

FIDELITY  SELECT  ENERGY  SERVICE 
STRATEGIC  GOLD/MINERALS 
METLIFE-STATE  STREET  GLOBAL  ENERGY 

-24.0 
-22.3 
-19.1 

S&P  500 
4-week  total  return 


52-week  total  return 


  u   ^  


EUTIVE  PORTFOLIOS 


or  amounts 
esent  the  present 
le  of  $10,000 
sted  one  year  ago 
3ch  portfolio 

entages  indicate 
day  total  returns 


U.  S.  stocks 
$11527 

+  0.75% 


nil 


DATA  RESOURCES  iNC 


Treasui'v  liond.-^ 
$11,051 

+  0.34% 


Money  market  fund 
$10,478 

+  0.07% 


Foreign  stocks 
$10,029 

-0.56% 


Gold 
$9,783 

-0.71% 


ito  on  this  page  are  as  of  market  close  Wednesday,  Feb  26,  1992,  unless  otherwise  indicated 
fry  groups  include  S&P  500  componies  only;  performance  and  shore  prices  ore  os  of  market  close 


Feb  25  Mutual  fund  returns  are  OS  of  Feb  21  Relative  portfolios  ore  valued  os  of  Feb  25  Ai 
detailed  explanation  of  this  page  is  ovoiloble  on  request 
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LET'S  WRITE  OFF  THE 
MIDDLE-CLASS  TAX  CUT 

To  match  the  quality  and  productivity  of  its  Japanese  riva 
the  company  needs  active  cooperation  on  the  shop  floor. 

Management  must  accept  part  of  the  blame.  It  has  be( 
so  intent  on  downsizing  that  it  hasn't  done  enough  to  mi 
igate  the  devastating  impact  on  GM  workers— including  tho; 
who  face  continued  uncertainty.  And  UAW  leaders  are 
fault,  too:  Stephen  P.  Yokich,  head  of  the  UAW's  GM  depai 
ment,  has  a  tendency  to  fly  off  the  handle.  To  make  matte 
worse,  the  UAW  holds  its  election  of  top  officers  this  Jun 
That  tempts  Yokich  and  other  union  leaders  to  grandstan 

The  hollering  could  endanger  the  future  prospects 
both  GM  and  the  union.  GM  must  adjust  its  capacity  and  cos 
to  its  shrunken  market  share.  But  to  get  high  quality  and  c 
ficient  plants,  the  company  needs  workers  to  pitch  in.  Gl 
like  many  other  large  U.  S.  manufacturers,  has  been  ir 
plementing  cooperative  labor  relations  in  recent  years  aim( 
at  realizing  just  such  improvements  in  productivity.  The; 
had  begun  to  bear  fi'uit.  One  good  example:  At  gm's  high 
successful  Saturn  Corp.,  where  worker  commitment  to  qm 
ity  runs  high,  employees  recently  agreed  to  work  50-hoi 
weeks  to  meet  the  strong  demand  for  the  division's  cars.  Bi 
the  war  of  words  is  jeopardizing  this  progi'ess  in  the  rest  i 
GM.  If  GM  is  going  to  emerge  as  a  competitive  company,  bot 
sides  must  tone  down  the  polemics  and  work  together. 

^[k  Mk  ^  ashington  is  often  accused  of  being  isolated  from 
vflaW  the  real  world.  But  the  tax  debate  taking  place 
on  the  Hill  takes  inside-the-Beltway  insularity 
to  new  lows. 

The  centerpiece  of  legislation  now  moving  through 
Congress  is  a  "middle-class  tax  cut,"  a  notion  that  is  dear  to 
the  House  and  Senate  Democratic  leaderships  and  has  ac- 
ciuired  a  life  of  its  own  on  Capitol  Hill.  The  idea  is  to  provide 
a  windfall  of  $300  a  year  or  so  to  most  taxpaying  families, 
depending  on  which  version  you're  talking  about. 

The  motivation  for  this  tax  cut  is  political,  not  economic. 
Were  it  aimed  at  bolstering  the  economy,  the  tax  bill's  cen- 
terpiece would  be  designed  to  increase  U.  S.  productivity  by 
encouraging  spending  on  new  plant  and  machinery. 
Interestingly,  opinion  polls  show  that  the  proposed  benefi- 
ciaries are  indifferent  a  tax  cut.  Economists  of  all  stripes 
agree  it  would  do  little  to  stimulate  growth.  Even  many 
politicians  are  losing  interest  in  middle-class  tax  relief.  The 
Democrats  holding  down  the  left  and  right  flanks  of  the 
Presidential  field,  Tom  Harkin  and  Paul  Tsongas,  belittle  it. 
Pi'esident  Bush  proposed  such  a  reduction  in  January  but  re- 
versed his  position  and  now  threatens  to  veto  it. 

An  unenthusiastic  House  Ways  &  Means  Committee 
Chairman  Dan  Rostenkowski  (D-Ill.)  is  ready  to  push  a  tax 
bill  through  the  House  containing  a  temporary  $200-per- 
worker  credit  against  Social  Secm'ity  taxes.  A  version  of  the 
bill  to  be  drafted  by  the  Senate  Finance  Committee  will  also 
offer  a  modest  tax  break,  despite  the  misgivings  of  Chairman 
Lloyd  Bentsen.  In  theory,  the  Democratic  plans  would  pay 
for  temporary  middle-class  tax  cuts  through  tax  increases  on 
the  rich,  which  President  Bush  threatens  to  veto. 

The  fact  is  that  Rostenkowski  and  Bentsen  are  going 
along  with  an  idea  that  they,  and  many  others,  know  is 
lousy.  The  federal  government  is  running  a  $400  billion  def- 
icit, more  than  $1,600  a  year  for  every  person  in  the  U.  S. 
Governments  at  all  levels  lack  the  money  to  meet  pressing 

,1       i:             I  ^                    .,4.1*1                        *iL  Ji.*i- 

needs,  fi'om  health  care  to  highway  repair,  fi'om  education  to 
l^risons.  It's  time  to  forget  the  middle-class  tax  cut.  It  will  do 
nothing  to  improve  productivity,  but  it  will  deepen  the  def- 
icit. Congress,  do  the  right  thing  for  a  change. 

THE  ENTREPRENEUR  AND 
THE  MARKETING  MAN 

uccessful  entrepreneurs  and  top  coiporate  executive 
lyi^ically  are  blessed  with  energy,  drive,  intelligenci 
and  an  exceptional  ability  to  lead.  But  they  can  be  s 
successful  that  they  begin  to  believe  they  have  all  the  ai 
swers.  This  so-called  "GEO  disease"  has  been  the  downfall  ( 
too  many  executives— and  sometimes  their  companies.  Fc 
example,  former  Abbott  Laboratories  CEO  Robert  P 
Schoellhorn  was  fired  by  the  board  in  part  because  he  r( 
fused  to  groom  a  potential  successor.  William  C.  Norri; 
founder  of  Control  Data  Corp.,  wouldn't  relinquish  the  reir 
even  as  the  company  crumbled  around  him.  The  result: 
once  mighty  computer  power  reduced  to  an  also-ran. 

This  is  the  kind  of  problem  that  The  Gap,  the  hugely  su( 
cessful  clothing  retailer,  has  avoided.  It  was  founded  i 
1969  as  a  blue  jeans  store  by  Donald  G.  Fisher,  who  rod 
the  wave  of  denim's  popularity  in  the  1970s.  A  real  estat 
and  operations  whiz,  Fisher  knew  little  about  merchandi; 
ing— and  never-  pretended  he  did.  With  the  company  heade 
for  trouble  in  the  early  1980s,  he  brought  in  Millard  ^ 
"Mickey"  Drexler  from  Ann  Taylor  Stores,  made  him  pres 
dent,  and  gave  him  carte  blanche  to  turn  the  compan 
around  and  create  a  whole  new  image  for  The  Gap. 

The  result  is  a  company  that's  the  envy  of  the  reta; 
industry,  and  one  that  has  produced  a  fortune  wort 
$2.7  billion  in  equities  to  the  Fisher  family  (page  58.' 
Drexler  has  drawn  the  lion's  share  of  credit  for  th 
dramatic  makeover,  as  well  he  should.  But  Fisher,  wh 
remains  chairman  and  CEO  and  whose  family  still  own 
37.9%  of  the  company,  made  it  happen  by  recognizing  hi 
limitations  and  not  letting  ego  get  in  the  way. 

THE  GM-UAW  RIFT 
THREATENS  PRODUCTIVITY 

or  more  than  six  months,  relations  between  General 
Motors  Corp.  and  the  United  Auto  Workers  have  been 
H    deteriorating.  Harsh  words  are  understandable  at  a 
company  that's  in  the  midst  of  closing  21  plants  and  cutting 
74,000  jobs  (page  70).  But  in  the  past  month  or  so,  relations 
between  management  and  the  UAW  have  sunk  to  levels  not 
seen  since  the  recession  of  the  early  lM80s.  The  resulting  ac- 
r'imony  could  place  GM's  long-term  competitiveness  at  risk: 
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Why  Keep  Up  With  The  Joneses 
When  You  Can  Avoid  Them  Altogether. 


Jeep,  Cherokee  Laredo 


There's  Only  One  Jeep.:  . 


Advantage:  Chrysler 


SaiHrH-SS,  Cho'sler's  new  Owner's  Choice  Protection  Plan  for  1992  models  includes:  7-year/70.000-mile  powertrain  protection  or  3-year/36,000-mile 

TIf  bumper-to-bumper  warranty.  Your  choice.  And  with  no  deductible.  See  limited  warranties,  restrictions,  and  details  at  dealer.  Excludes 

iSL^Iy"  normal  maintenance,  adjustments,  and  wear  items.  For  further  information,  or  how  to  buy  or  lease  one.  call  1-800-JEEP-EAGLE. 

li^JiL.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation.  Buckle  up  for  safety. 
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AL-MART 


SPOTLIGHT  ON 
CEO  DAVID  GLASS 


THE  NEXT  CHERNOBYL? 


INSIDE  SOVIET 
NUCLEAR  PLANTS 


BusinessWeek 


RCH  16,  1992 


A  McGRAW.HILL  PUBLICATION 


$2.50 


..I 


SOUTH 

MEXICO'S  AUTO  BOOM: 
WHO  WINS,  WHO  LOSES 


iNACATEGORYOBg 
ANDLIGHTER,(jOMPAQ\ 

Another  Ad. 


|3:30 

A  microprocessor 
inside  the  battery  itself 
monitors  current  usage 
levels  and  continually 
calculates  the  available 
power  remaining. 

It  can  even  instruct 
the  notebook  to  save  all 
open  files  to  the  hard 
drive  should  the  battery 
power  run  too  low. 

And  the  energy-  / 
saving  features  in 


Internal  Modem  is 
compatible  with  the 
broad  base  of  today's 
communications 
protocols. 

Just  slip  the  COMPAQ  HE  Ute 
Into  the  COMPAQ  Desktop  Expan-  - 
slon  Base  and  you  're  Instantly  coi  ~ 
nected.  Expansion  slots,  external 
ports,  and  mass  storage  bays  give  . 
you  immediate  access  to  monitor 
networks,  hard  drives,  tape  drive: 
CD-ROM  and  more.  And  all  thewi,  , 
built-in  security  features  er  » 
sure  a  safe  ks. 
borforyoi 
— ^   notebooli  ' 


Accurate  to  within 
mmutes.  the  COMPAQ 
Power  Smart  Pack 
battery  gauge  clearly 
displays  remaining 
battery  life  at  the 
touch  of  a  button. 


our  newest  notebooks  go  far  beyond 
the  presence  of  an  Intel  386SL  chip. 

To  make  the  most  of  the  smarter 
battery,  the  new  COMPAQ  LIE  Lite 
also  comes  with  user-adjustable 
power-drain  settings,  and  three  dif- 


Make  it  smaller  Make  it  lighter  Make 
it  lighter.  Make  it  smaller 

These  must  be  the  mandates  em- 
blazoned upon  every  R&D  document 
handed  to  the  engineers  of  today's 
crop  of  notebook  computers. 

Admirable  goals  to  be  sure.  Goals 
that  the  engineers  at  Compaq,  how- 
ever, believe  fall 
well  short  of  making 
the  most  of  portable 
computing. 

Which  explains 
why  the  latest  386SL 
notebook  technology 
from  the  labs  in 
Houston  —  the  new 
COMPAQ  LTE  Lite/25 
and  LTE  Lite/20  PCs  —  are  not  only 
the  lightest  (a  scant  6  lbs.)  and  the 
smallest  ( only  8.5"xll"x  1.75") 
notebook  PCs  that  we've 
ever  built.  They're 
also  the  smartest. 

The  COMPAQ  Hibernatmn 
feature  saves  all  open  files 
to  the  hard  drive  and 
turns  the  unit  off  either 
upon  request  or  as  an 
automatic  feature  Power 
up  the  COMPAQ  LTE 
Lite  later  and  you're 
hack  exactly  where 
you  left  off 

THE  BRAINS 

BEHIND  THE  OPERATION. 

When  it  came  time  to  design  a 
new  notebook,  we  started  (logically 
enough)  with  the  battery 

The  new  COMPAQ  Power  Smart 
Pack  battery  in  our  new  notebooks 
delivers  up  to  4.5  hours  of  computing, 
a  full  hour  longer  than  most. 

*  COMPAQ  LTE  Lle/2S  only  ©  1992  Compaq  Computer  Corporatton  All  rights  resewd  COMPAQ.  LTE  Reentered  U  S  Patent  and  lyademark  Office  Maxlight  and  PoiL'er  Smart  are  trademarks  of  Compaq  Computer  Corporation  jyademarks 
trade  names  shown  are  those  of  the  respective  companies  The  Intel  Inside  Logo  is  a  trademark  of  Intel  Corporation 


ferent  sleep  modes  —  System  Idle. 
System  Standby  and  Hibernation. 

A  MOST  MODERN  MODEM. 

Our  optional  9600-bps  modem  for 
the  COMPAQ  LTE  Lite  PCs  would  make 
even  Alexander  Graham  B.  proud. 

The  COMPAQ  Enhanced  9600-bps 


In  modem  talk,  that  means  true 
V32  9600-bps  data  transmission  an 
V42bis  compression  for  up  to  38.4 
kbps  throughput,  as  well  as  full  su[ 
port  for  Hayes  AutoSync. 
This  little  marvel  negotiates  the 
fastest  transmission  through- 
put that  the  other  end  of 
the  line  can  muster, 
whether  it's  sendini 
or  receiving. 

It  even  drops  t( 
a  low  power-drain 
^^^^^H  standby  state  and 
^^^^^^  monitors  incomins 
signals  if  you're 
waiting  for  a  call  to 
come  in. 
Or  for  that  matte 
another  modem  to  catch  u 
NOT  ONLY  SMART,  BUT  BRIGHT 
The  new  efficient  COMPAQ 
Maxlight  VGA  display  makes  for  a 
much  brighter  screen  than  our  pre 
vious  notebooks,  and  does  it  with- 
out sacrificing  battery  life. 
Sharper  graphics  and  text  in  up 


1 


ED  WITH  Smaller 

JLD  LIKE  TO  Suggest 
m  Smarter. 


shades  of  gray  complement  an 
need  video  subsystem  that's  so 
it  virtually  eliminates  "subma- 
g,"  better  known  as  "where  did 
#%$**#  cursor  go?" 

A  NOTEBOOK  THAT'S 
LESS  IN  THE  WRONG  HANDS, 
t  Compaq,  we  realize  that  data 
rity  is  every  bit  as  important  as 
ware  security 
t  the  hardware  level, 
sLock  locks  the  hard 
I,  preventing  access 
ita  even  if  the  drive 
moved. 

ine-touch  QuickLock 
QuickBlank  functions 


ated  mimed  T  cursor  controls 
n  a  familiar  position  so  you  don 't 
?  to  teach  your  fingers  new  tricks. 

vyou  to  quickly  (sur- 
3)  disable  the  keyboard 
lank  the  screen. 
Jid  of  course,  our  new 
ibooks  come  with  a 
ock  slot  for  an  optional 
e  lock. 

v^ith  all  of  the  above, 
a  120-MB  hard  drive: 
1  expansion  to  10  MB, 
le  memory  simulta- 
us  display  and  an 
iliary  battery  to  say  / 
ie  are  the  best  / 
^books  we've 
r  made  would  be 
lething  of  an 
erstatement.   


/... 


To  back  them  with  a  one-year 
worldwide  warranty  and  our  toll- 
free  Compaq  Customer  Support 
Center  hotline  would 
be  more  like  it. 

So  don't  choose 
between  a  small 
notebook  and  a  smart 
notebook.  Choose  both. 


in 


Choose  the  new  COMPAQ  LTE  Lite. 

For  information  about  our  new 
notebooks  or  an  Authorized  COMPAQ 
Reseller  near  you,  call  Compaq  in 
the  U.S.  at  1-800-231-0900,  Ext.  100,  or 
in  Canada  at  1-800-263-5868,  Ext.  100. 

comPAa 


Program  Manager 


Elle    Qptlons    ^ndow  Help 


Microsoft  Excel  -  BILUBLE.XLS 


aifftiiai 


PageMaker  4.0 


File    Edit    Options    Page    lype    Flement    Window  Help 


C:\LTE-L1TE.PM4 


EE 


Introducing 
The  COMPAQ 
LTE  Lite 


BMffllBHBM  MBia  BBgB  ^BBE8  1 


Tnrn       mbbi  ie^eb  ^ 


at  Data 
Help 


F      I  G 


■0:  a 


.  v.,     ^  \_ 


Actual  weigfit:  6  lbs  Actual  dimensions:  8.5"xli"xl  75"  Actually,  this  is  the  best  notebook  we 've  ever  built 


E  C  E  O 


compare 


re-entering  the 


I 


to      g  0  i  n 


back    home    and    finding  a 

eight-lane  HIGHWAY  wher 

Main  Street  used  to  b 


In  short,  re-entry  could  not  be  more 
plex. 

More  than  ever,  returning  issuers  face 
jrtainty  in  the  marketplace.  Today's 
itors  are  increasingly  sophisticated  and 
^ledgeable.  Their  decision  to  invest  — or 
-can  make  or  break  an  offering. 

To  be  successful,  issuers  must  be  able 
cess  every  market  and  every  investor  — 
:utional  and  individual  — the  world  over, 
access  detailed,  comprehensive  informa- 
along  the  way. 

THE  MARKET  IS  COMPLEX. 
ETURNING  DOESNT  HAVE  TO  BE. 

Lehman  Brothers  works  with  clients 
move  much  of  the  uncertainty  associated 
an  offering. 

Over  the  past  few  months,  Lehman 
lers  has  lead-managed  over  $L7  billion 
iw  equity.  Helping  domestic  and  inter- 
mal  clients  in  categories  as  diverse  as 
maceuticals,  high  technology,  banking 


and  retailing  successfully  return  to  market. 
WHY 

LEHMAN  BROTHERS? 

Lehman  Brothers  is  a  leader  in  raising 
equity  capital  for  its  clients.  Upward  of  $50 
billion  over  the  past  5  years,  according  to 
Securities  Data  Corporation. 

What  is  far  more  important  than  the 
dollar  figure,  however,  is  the  depth  of  experi- 
ence represented  by  that  figure.  For  it  is  com- 
posed of  every  type  of  offering  from  every 
imaginable  industry  sector. 

And  while  no  one  can  predict  what  the 
market  will  do  tomorrow,  Lehman  Brothers 
has  displayed  an  unusual  ability  to  foresee 
opportunity  and  to  move  an  offering  along  in 
a  very  timely  fashion. 

Precisely  the  sort  of  vision  and  timing 
that's  necessary  when  venturing  across  eight- 
lane  highways. 

If  you  are  considering  a  move  into  the 
equities  market,  we'd  like  to  be  involved. 


Lehman  Brothers 


©  1W2  Sheaf>.on  Lehman  Bnithers  Inc.  Lehman  Brothers  is  a  divismn  iif  Shearsun  Lehman  BrDthers  Inc. 
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Cover  Story 

98  DETROIT  SOUTH 

Americans  were  stunned  when  GM 
announced  it  was  closinjj  factories 
across  the  U.  S.  and  Canada — while 
shifting  jobs  to  Mexico.  But  Mexico's 
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PRODUCTION 

Change  from  last  week:  -  0- 1  % 
Change  from  last  yeor:  3,2% 

1967^100  (four-week  moving  average) 


LEADING 

Chonge  from  last  week:  0- 1  % 
Change  from  last  yeor:  -  1  .Q% 
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The  production  index  dipped  a  bit  in  the  week  ended  Feb.  22.  After  seasonal 
adjustment,  electric  power  output  fell  sharply  during  the  holiday-shortened  week.  Auto 
production  posted  another  strong  gain  Steel  production  rose  slightly,  as  did  crude-oil 
refining,  coal  production,  and  paperboard  output  Lumber  production  also  rose  Rail- 
freight  traffic  and  paper  output  were  unchanged  Before  calculation  of  the  four-//eek 
average,  the  production  index  fell  to  178  3,  from  179  2 

BW  production  index  copyright  1  992  by  McGfaw-Hill  In,: 


The  leading  index  edged  higher  in  the  week  ended  Feb.  22,  continuing  its 
uptrend  of  the  post  eight  weeks  Stock  prices  declined,  while  bond  yields  rose.  Prices 
of  sensitive  materials  fell  at  a  foster  pace,  as  did  real  estate  loans  The  growth  rale 
of  the  M2  money  supply  slowed  down  a  bit,  and  business  failures  increased-  Before 
calculation  of  the  four-week  overage,  the  leading  index  fell  to  210.2,  from  212,3  in 
the  previous  week. 

Leading  index  copyright  1 992  by  Center  For  Inlernolional  Business  Cyde  Reseorch 
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Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (2/29)  thous.  of  net  tons 

1,785 

1,803# 

2.2 

AUTOS  (2/29)  units 

109,048 

1  17,028r# 

3.1 

TRUCKS  (2/29)  units 

83,049 

76,599r# 

51.9 

ELECTRIC  POWER  (2/29)  millions  of  kilowott-hours 

54,099 

54,343# 

-0  7 

CRUDE-OIL  REFINING  (2/29)  tfious.  of  bbl /day 

12,223 

12,483# 

-7.4 

COAL  (2/22)  thous,  of  net  tons 

19,789# 

1 9, 1 1 5 

-4.7 

PAPERBOARD  (2/22)  thous.  of  tons 

81 1.3# 

803  2r 

6.0 

PAPER  (2/22)  thous.  of  tons 

773.0# 

766.0 

-0.5 

LUMBER  (2/22)  millions  of  ft. 

504. 3# 

497  5 

4  4 

RAIL  FREIGHT  (2/22)  billions  of  ton-miles 

20.8# 

20.8 

7  2 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA  ,  SFPA^,  Association 
of  American  Railroads 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (3/4) 

132 

130 

136 

GERMAN  MARK  (3/4) 

1.66 

1.60 

1.55 

BRITISH  POUND  (3/4) 

1.73 

1.75 

1.88 

FRENCH  FRANC  (3/4) 

5  66 

5  61 

5.28 

CANADIAN  DOLLAR  (3/4) 

119 

1.18 

1.16 

SWISS  FRANC  (3/4) 

1  52 

1  50 

1.35 

MEXICAN  PESO  (3/4) 

3,045 

3,046 

2,972 

Sources:  Major  New  York  banks  Currencies  expressed  i 
pound  expressed  in  dollars 

1  units  per  U 

S.  dollar,  except  for  British 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (3/4)  $/lroyoz. 

350  150 

348  650 

-4.4 

STEEL  SCRAP  (3/3)  #1  heavy,  $/ton 

89.50 

89.50 

-12.3 

FOODSTUFFS  (3/2)  index,  1967=100 

203.2 

204.7 

-3.7 

COPPER  (2/29)  c/lb. 

107.0 

105.8 

-9  6 

ALUMINUM  (2/29)  c/lb. 

61.5 

59.6 

-12.8 

WHEAT  (2/29)  #2  hard,  $/bu. 

4.33 

4  42 

53  5 

COTTON  (2/29)  strict  low  middling  1-1/16  in  ,  C/lb. 

51.67 

50.60 

-35  8 

Sources:  London  Wednesday  fmol  setting,  Chicago  market,  Commodity  Research  Bureau,  Metals 
Week,  Kansos  City  market,  Mefi  phis  market 


LEADIHG  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (2/28)  S&P  500 

412.93 

410.25 

12.5 

CORPORATE  BOND  YIELD,  Aaa  (2/28) 

8.31% 

8.33% 

-6.1 

INDUSTRIAL  MATERIALS  PRICES  (2/28) 

95.9 

95.8 

0.1 

BUSINESS  FAILURES  (2/2i) 

462 

458 

-6.5 

REAL  ESTATE  LOANS  (2/1 9)  billions 

S403.0 

$405  3 

-1.9 

MONEY  SUPPLY,  M2  (2/1 7)  billions 

$3,447.4 

$3,446.3r 

2.6 

INITIAL  CLAIMS,  UNEMPLOYMENT  (2/i5) thous 

459 

452 

-5.9 

Sources:  Standord  &  Poor's,  Moodys,  Journal  of  C 
Bradstreet  [failures  of  large  companies).  Federal  Reserve 
justs  dato  on  business  failures  and  real  estate  loans. 

ommerce  (index:  1930=100),  Dun  & 
toard.  Labor  Dept.  CIBCR  seasonally  ad- 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Change 
yeor  ago 

NEW  HOME  SALES  (Jon  )  annual  rate,  thous 

612 

542 

50.7 

12  LEADING  INDICATORS  COMPOSITE  (Jan  )  index 

146.5 

145.2r 

5.5 

PERSONAL  INCOME  (Jan  )  annual  rote,  billions 

$4,928.4 

$4,93  Mr 

3.5 

CONSTR.  SPENDING  (Jan.)  annual  rate,  billions 

$404.1 

$398.9r 

-0.6 

Sources:  Commerce  Dept ,  Census  Bureau 

■  !(.!!  W1:Vil'M'/W.1'r^H^H^H 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (2/i7) 

$931.6 

$927.1r 

1 1.1 

BANKS'  BUSINESS  LOANS  (2/i9) 

289  4 

288.0r 

-10.6 

FREE  RESERVES  (2/19) 

l,141r 

896r 

-28.7 

NONFINANCIAL  COMMERCIAL  PAPER  (2/i9| 

134  8 

135.3 

-7.3 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  w 
two-week  period  in  millions) 

rhich  ore  expressed  for  o 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (3/3) 

4.02% 

3.97% 

6.47% 

PRIME  (3/4) 

6  50 

6.50 

9.00 

COMMERCIAL  PAPER  3-MONTH  (3/3) 

4.28 

4.20 

6.63 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/4) 

4.21 

4.15 

6.70 

EURODOLLAR  3-MONTH  (2/29) 

4  16 

4.1 1 

6.79 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  doto  in  the  production  itidicalors  are  seasonally  ad|usfed  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment. 
1  =  Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn      3  ^  Free  morket  value     NA  =  Not  avoilable     r  =  revised     NM^Not  meaningful 
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We've  got  just  die  thing 
to  tear  you  away 
from  your  long  distance  company 
and  bring  you  back  to  AKI 


r 


Satisfaction  Guaranteed. 


When  you  come  back  to  ATScE 

□  Yes,  my  company  would  like  to  switch  to  AW  PRO*  WATS 
discount  calling  plan  for  businesses,  and  select  AW  as  my  primary 
carrier  Please  have  someone  call  me. 


coMPAm 


CITY 

( 


BUSINESS  PHONE 


□  AM       O  PM 


LMail  to  ATM,  1100  WALNUT  ST,  PO.  BOX  419548,  KANSAS  CITY,  MO  64179-0219  I 
Or  call  1800  222-0400  Ext.  2887  SP2  | 


WE 
WANT 

BCK. 


We  guarantee  you'll  be  satisfied  with  the  quality; 
service  and  savings  of  AlScT  PRO*  WATS.  We'U  even 
i  put  it  in  writing. 

i  At  ATSar,  every  business  customer  is 
important.  That's  why  ATST  is  out  to 
bring  each  and  every  one  back  to  AW 
PRO  WATS. 
How?  By  offering  extremely  competi- 
tive prices  and  quality'  long  distiincc. 

And  if  you  switch  back  to  PRO  WATS  today  we  U 
guarantee  in  writing  that  you'll  be  satisfied.  If  you're 
not  satisfied  within  90  davs,  v^'dW  pay  to  switch  you 
back* 

Your  business  deserves  the  best.  If  your  current 
long  distance  company  isn't  giving  you  the  savings  or 
quality  you  expected.  If  you  miss  ATST's  fast  connec- 
tions for  calls.  If  you  simply  think  AWs  qualirs'  is 
better,  then  vou  owe  it  to  yourself  to  s^\'itch  back  to 
PRO  WATS. ' 

Tliat's  because  PRO  WATS  offers  discounts  on  AW 


direct-dialed  long  distance  calls;  out-of-state;  in-state 
( in  most  states);  out-of-state  AW  Calling  Card  calls 
and  most  AW  International  calls. 

And  since  PRO  WATS  is  a  volume  business  discount 
calling  plan,  tlie  more  vou  call,  tlie  more  you  save. 

PRO  WATS  offers  tlie  fastest  call  setup  time  (23% 
faster  tlian  our  nearest  major  competitor),  and  calls 
that  are  completed  99%  of  tlie  time  on  the  first  tr\^** 

Remember,  AW  wants  you  back.  And  to  prove  it, 
we'll  guarantee  your  satisfaction -and  well  put  it  in 
writing. 

So  tear  yourself  away  and  come  back  to  AW  today! 
Just  fill  in,  tear  out  and  return  the  coupon  or  call 
1  800  222-0400,  Ext.  2887. 

ff  you'd  like  to  speak  to  an  Hispanic  Sales  Repre- 
sentative, please  call  1  800  832-8804. 


AT&T 


•Cusiomen  must  notlh  an  ATXT  Sales  Representative,  in  writing,  postmarked  within  90  days  after  iasulbtion,  to  discontinue  the  new  service  to  return  lo  the  customer  s  former  service.  Reimbursement 
of  a  $5  Local  ENchange  Larrier  line  change  charge  per  line  .snitched  back  to  the  former  earner,  and  reimbur>ement  of  tariffed  insijllation  and  other  non  recurring  charges  If  cu.stomer  is  returning  to 
dedicated  access  WATS  like  scr\  ice,  AIST  wall  reimburse  tariffed  in.siallatit)n  and  other  non  recurring  charges  up  to  a  maximum  of  $150  per  hne  switched  back  to  lormer  carrier. 

'Based  on  10/91  ATST  Bell  Ubs  Test  results 
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Are  PC  Users  Working ;  f 

u 


You've  probably  seen 


recent  press  articles  on 
"repetitive  motion"  injuries 
suffered  by  confiputer  users. 
The  problem  is  significant. 
Workstation  design  and  worker 
rest  periods  have  already  been 
regulated  in  San  Fmncisco; 
fedemi  guidelines  will  follow. 

Logitech  can  help. 

We  make  computer  mice, 
and  more  of  them  than  any 
other  company. 

Mice  not  only  make 
computing  easier  and  faster 


i  i 


MouseMoii  - 
uniquely  ergonomic 
right-handed  design 


MouseMon  - 
uniquely  ergonomic 
left-handed  design 


Mousu'ntiii  '.uiuitiij 

Radio  Mouse  -  operates 
onywhere  on  the  desktop 


First"''  /iiLiUiu  - 
a  comfortable  mouf' 
at  a  comfortoble  pi 


but,  when  correctly  shaped  motion  injuries.*^' 
for  an  individual's  hand,  they       Working  closely 


and  ergonomics  researchers, 
and  consumer  testers,  we'v( 


reduce  the  risk  of  repetitive      industrial  designers,  medical     developed  mice  that  are  mo 
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DEAR  JAPAN:  SHAPE  UP. 

DEAR  AMERICA:  YOU,  TOO  

■ couldn't  agree  more  with  your  editori- 
al "Dear  Japan  .  .  .  Dear  America" 
(Feb.  10).  However,  I  would  lil\e  to  point 
out  that  contrary  to  what  mo.st  people 
believe,  the  Japanese  are  no  longer  a 
"homogeneous  race."  It  is  just  made  to 
seem  that  way  by  the  government's  use 
of  statistics. 

For  example,  requirements  for  natu- 
ralization are  stiff,  and  those  to  be  natu- 
ralized as  citizens  are  "advLsed"  to  take 
Japanese  names.  The  government  also 
helps  by  trying  not  to  make  foreigners 
too  comfortable.  Hence,  there  are  no 
laws  against  housing  and  job  discrimina- 
tion in  Japan,  and  foreigners  and  other 
minorities  are  often  denied  housing  and 
jobs  on  the  basis  of  race  and  nationality. 
And  although  Japan  is  forcing  through 
passage  of  the  U.  N.  Peacekeeping  Oper- 
ation Cooperation  bill  in  order  to  live  up 
to  its  "international  obligations,"  Japan 
has  still  not  ratified  the  December  1990 
treaty  to  protect  immigrant  workers. 

In  these  and  countless  other  ways,  the 
government  is  doing  its  damnedest  to 
keep  the  country  closed,  despite  the  fact 
that  this  policy  is  now  unrealistic  and 
illogical,  and  downright  racist.  Has  the 
government  forgotten  that  when  Japan 
was  poor,  the  admission  of  hundreds  of 
thousands  of  Japanese  to  such  places  as 
the  U.  S.  and  South  America  was  a  shot 
in  the  arm  in  the  form  of  lower  unem- 
ployment and  remittances  from  abroad? 
Truly,  trade  isn't  the  only  area  that 
needs  opening  up — immigration  needs  it 
as  well. 

S.  Madon 
Tokyo 

■ enjoyed  your  editorial — well  done!  I 
have  only  one  comment,  and  it  rings 
loud  and  clear  among  small-business 
owners,  including  myself.  We  have  a  T7" 
unemployment  rate  and,  yes,  one  adver- 
tisement will  pull  hundreds  of  appli- 
cants. But  I  defy  you  to  find  just  one 
applicant  who  is  given  the  opportunity  to 
work  and  who  is  then  able  to  show  up 
every  day,  on  time,  and  do  the  job  for  at 
least  the  first  three  months.  The  disci- 
pline of  the  eight-hour  day,  five-day 


workweek  appears  to  be  a  burden  for 
most  workers.  And  I  haven't  even 
touched  upon  the  lack  of  pride  in  the 
workplace.  Let's  get  back  to  instilling 
the  work  ethic  in  the  American  popula- 
tion. It  seems  to  have  left  after  the 
Great  Depression.  Let's  get  off  the  de- 
structive cycle  of  getting  as  much  as  one 
can  with  doing  as  little  as  possible. 

Riki  Berger 
Copiague,  N.  Y. 

Your  editorial  should  be  required 
reading  for  all  policymakers,  politi- 
cians, and  business  leaders  on  both  sides 
of  the  Pacific. 

The  Japanese  must  understand  that 
adversarial  trading  practices  cannot  con- 
tinue. Constant  surpluses  with  all  trad- 
ing partners  are  unsustainable  and  ulti- 
mately not  in  the  best  interest  of  the 
Japanese  people.  They  must  be  willing 
to  change  or  risk  the  consequences. 

In  America,  we  must  emulate  the  Jap- 
anese and  once  again  be  willing  to  invest 
in  our  future.  Funds  must  be  channeled 
into  building  our  productive  base  by  in- 
vesting in  plant,  equipment,  and  human 
capital.  This  means  structuring  economic 
and  tax  incentives  toward  savings  and 
investment  rather  than  spending  and 
consumption.  You're  right.  We  are  at  a 
potential  "defining  moment  in  American 
history."  Hopefully,  the  current  political 
debate  can  rise  above  the  sloganeering 
of  special  interests  and  focus  on  the 
long-term  future  of  America  for  the 
next  generation  and  beyond. 

Walter  B.  Rose 
Los  Angeles 

lORGET  THE  JAPAN-BASHING 
AND  FIX  THE  TROUBLE  AT  HOME 

In  his  letter  "How  to  compete  with  the 
Japanese — and  win"  (Readers  Report, 
Feb.  17),  T.  Boone  Pickens  Jr.  has  once 
again  given  the  public  misinformation, 
ostensibly  to  further  explain  his  own 
lack  of  success  in  Japan's  business 
world.  While  he  is  correct  that  the  keir- 
etsu  system  has  been  successful  for  Jap- 
anese companies,  to  state  that  this  form 
of  business  organization  represents  gov- 
ernment-sponsored cartels  is  incorrect. 
And  to  further  claim  that  in  Japan  there 
are  no  such  things  as  shareholder,  con- 
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The  futui'e  belongs  to  those  who  question  the  present,  to  those  wh{t 
don't  hesitate  to  doubt,  and  to  those  who  have  their  own  ideas.  An4i  n 
history  has  proven  repeatedly  that  one  man's  vision  can  change  thkers 
world.  An  engineer  at  Mazda,  Mr.  Yamamoto,  firmly  believed  iieem 
the  rotary  engine  even  though  the  rest  of  the  world  doubted.  H<  fe| 


s  fascinated  by  an  engine  that  promised  to  be  smoother,  quieter 
i  more  powerful  than  any  other.  Worldng  together,  he  and 
lers  at  Mazda  persevered  and  overcame  every  obstacle.  And  in 
^  end,  their  fierce  determination  and  intense  belief  carried  Mazda 
its  historic  victory  in  the  1991  Le  Mans  24-hour  race. 


Mazda  Motor  Corporation 


sunier,  or  workers'  rights  is  just  untrue. 

Pickens  finally  hits  a  true  chord  with 
his  comment  that  the  U.S.  won't  find  the 
answers  to  our  trade  deficits  and  unem- 
ployment figures  in  the  Far  East.  Those 
are  simply  symptoms  of  problems  that 
must  be  basically  managed  at  home.  But 
to  the  contrary,  those  symptoms  do  sug- 
gest that  the  U.  S.'s  traditional  version 
of  capitalism  is  up  for  review,  because  in 
its  present  state,  it  isn't  working  well. 

Stanley  P.  Krueger 
Tokyo 

oone  Pickens'  obsessive  Japan  bash- 
*ing  is  sour  grapes  because  of  his 
inability  to  dominate  or  "raid"  in  his 
failed  attempts  to  do  business  with  Japa- 
nese companies.  I  disagree  with  his  as- 
sertion that  a  young  Japanese  individual 
cannot  start  a  business.  I  saw  many, 
many,  small  businesses  when  I  visited 
two  years  ago. 

I  think  Pickens  should  concentrate  his 
energies  toward  helping  correct  the 
mess  we  have  created  in  our  own  coun- 
try, i.e.,  high  umemployment,  inadequate 
health  care,  a  litigious  environment,  per- 
petuating welfare,  declining  industrial 
base,  political  and  business  corruption, 
declining  middle  class,  crime,  etc.,  etc.. 


etc.  Pickens,  leave  the  Japanese  and 
their  quality-built,  reasonably  priced 
products  alone  for  awhile  and  see  if  you 
can  go  out  and  create  100  new  jobs.  That 
would  be  more  productive  than  what 
you're  doing,  especially  since  the  Japa- 
nese have  created  thousands  of  jobs  in 
this  country  already. 

R.  Siess 
San  Antonio 


TAX  BREAKS  rOR  REAL  ESTATE: 
SHAPES  OF  THE  1980s?  

Regarding  "How  not  to  build  a  recov- 
ery" (Editorials,  Feb.  17):  At  a  time 
when  we  have  a  glut  of  commercial  real 
estate  in  the  country,  it  seems  to  me 
that  tax  breaks  for  real  estate  are  of 
dubious  merit.  This  is  especially  the  case 
when  such  moves  might  be  the  ingredi- 
ents of  a  recipe  for  a  repeat  of  the 
1980s,  precipitating  further  banking  cri- 
ses and  erofling  fundamental  investment 
values. 

Admittedly,  some  incentives  are  neces- 
sary to  support  narrow,  socially  desir- 
able undertakings  with  high-risk  pro- 
files, such  as  low-income  housing.  As  to 
garden-variety  investments,  I  find  my- 
self asking:  What  ever  happened  to  low- 


leveraged  real  estate  investing  based  on 
rate  of  return  as  measured  solely  by 
cash? 

Stephen  Fish,  President 
Springfield  Associates  Inc. 

Easton,  Mass 


U.S.  AIRLIHES,  TAKE  NOTE: 

THE  ASIANS  UNDERSTAND  QUALITY 


Are  U.S.  carriers  really  stressing 
quality  ("The  airlines  get  out  the 
good  china,"  Marketing,  Feb.  3)?  The 
airlines  must  not  mistake  the  number  of 
gadgets  for  quality  service.  One  consid- 
erate flight  attendant  can  outshine  all 
the  Wedgwood  china  and  Waterford 
crystal  on  a  747-400.  Attention  given  the 
passenger  must  come  first.  To  remain 
competitive,  United,  American,  North 
west,  and  Delta  cannot  take  a  backseat 
to  the  innovation  of  Asia's  Cathay  Pacif- 
ic Airways  and  Singapore  Airlines. 

Teh-han  P.  Chow 
Northridge,  Calif. 


Letters  to  the  Editor  should  be  sent  to  Reoders 
Report,  Business  V/eek,  1221  Avenue  ot  the  Ameri 
cos,  New  York,  N.  Y.  10020.  Fox:  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in 
elude  an  address  and  daytime  and  evening  tele 
phone  numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


WHERE  IN  THE  WORLD  DO 
YOU  WANT  TO  DO  BUSINESS? 


W 
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ACROSS  BORDERS 


hether  it's  in 
Rio  or  Kyoto, 
you  always  face 
the  risk  that  crossed 
signals,  unintentional 
slights,  or  verbal  or  social 
blunders  will  mislead  your 
hosts  and  derail  the  most 
cordial  negotiations.  But 
with  this  new  boundary- 
breaking  guide  you  can 
master  the  global  mindset 
to  avoid  potentially  disastrous  misunderstandings  in 
virtually  any  negotiating  situation — and  steer  skillfully 
through  the  maze  of  unfamiliar  cultural  conventions  on 
punctuality,  introductions,  gift-giving,  business  cards, 
sex  roles,  corporate  status,  and  much,  much  more. 


EXPORTING 

,  from  Stort  tajiiwiwe,. 


224  PAGES   021647-')   $24  OS 


If  it's  the  emerging 
trade  centers  of 
Europe,  Latin  America, 
the  Pacific  Rim,  or  beyond, 
the  updated  and  ex- 
panded Second  Edition  of 
this  unrivaled  all-in-one 
handbook  shows  you  step 
by  step  how  to  organize 
your  business  for  export... 
select  the  right  product  to 
sell  (and  the  right  market 
to  sell  it  in). ..nail  down  financing...  handle  all  credit, 
insurance,  and  export  papenA/ork... sidestep  common 
legal  headaches. ..and  get  in  touch  with  export-related 
agencies,  suppliers,  researchers,  and  other  crucial 
sources  and  services.  "Excellent."  —  INC.  Magazine 


492  PAGES    157752-1    $39  95 


AT  YOUR  LOCAL  BOOKSTORE. 

OR  CALL  TOLL-FREE  1'800'2'MCGRAW. 


BUSINESS  McGRAW'HlLL 


10  BUSINESS  WEEK/MARCH  16,  1992 


Will  you  want  the  expertise  and 
farsightedness  that  keeps  you  ahead  in 
the  markets? 

Or  the  strength  and  stability  offered  by 
an  organization  long  on  tradition? 
At  Dai-lchi  Kangyo  Bank,  we  have  both. 
We  were  the  first  bank  to  be  established 
in  Japan,  and  are  today  the  country's 
largest. 

We  have  massive  resources  to  call  on.  And 
the  broadest  range  of  services  available. 


When 
youYe 
choosing 
a 

financial 
partner^ 

what 

do 

you 

look 

for? 


Yet  we  are  the  first  to  recognize  the 
importance  of  each  individual,  and  the 
value  of  every  business  partnership. 
In  the  Americas  and  around  the  world, 
the  speed  of  our  reactions  combined 
with  our  sense  of  traditional  values 
gives  us  an  edge  you  can  rely  on. 
When  the  choice  of  financial  partner  is 
yours,  choose  wisely 
Yours  should  be  the  most  reliable 
partner  there  is. 


Your  most  reliable  partner 

DAI-ICHI  KANGYO  BANK 

Head  Office:  1-5,  Uchisaiwaicho  1-chome,  Chiyoda-ku,  Tokyo  100.  Japan  Tel.  (03)  3596-1111  

Network  In  U.S.A.,  Canada  and  Latin  America  I  Branches  and  Agencies  in:  New  York,  Los  Angeles.  Chicago.  Atlanta, 
San  Francisco,  Panama,  Cayman  Representative  Offices  in:  Houston.  Toronto.  Sao  Paulo,  Mexico  City,  Caracas,  Buenos  Aires 
Subsidiaries  in:  Los  Angeles.  New  York,  New  Jersey.  Cliicago,  Toronto  Associated  Company  in:  Sao  Paulo 


It  blows  everything  else 
out  of  the  water. 


With  our  new  IBM  386SLC  processor,  the  new 
PS/2 "  Models  56  and  57  SLC  are  really  making 
waves.  They're  faster  than  any  386  SX  computer 
you  can  buy — up  to  88%  faster,  to  be  precise* 
TheyVe  even  faster  than  most  386  DX  systems. 

Both  models  are  completely  upgradable,  to 
help  protect  your  investment. They're  also  com- 
pletely compatible  with  your  existing  hardware  and 
software.  So  in  stand-alone  or  connected  environ- 
ments, about  the  onlv  thing  that  changes  is  how 
much  faster  you  can  get  things  done. 

The  new  Personal  System/2®  Models  56  and 
57  with  IBM  386SLC  processor.  So  fast,  you 
could  say  other  computer  companies  have  missed 
the  boat.  For  more  information,  see  your  IBM 
authorized  dealer.  For  the  dealer  nearest  you,  call 
1  800  942-4-IBM,  ext.  386. 

Introducing  SLC  in  the  new 
PS/2  Models  56  &  57. 


Faster  than  any  38b  S\  computer  you  <(m  buy. 

Faster  than  most  386  D\  computers. 

New  386SLC  processor  ivith  8K  internal  cache. 

4MB  memory  80  or  160MB  hard  drive,  up  to  fire  slots/four  bays. 

Supf)orts  3.5  " and  5.25  " diskette  drives. 


ooks 


STEALING  THE  MARKET:  HOW  THE  GIANT  BROKERAGE  FIRMS,  WITH  HELP 
FROM  THE  SEC,  STOLE  THE  STOCK  MARKET  FROM  INVESTORS 

By  Martin  Mayer 
BasicBooks  •  208pp  •  $23 

IS  WALL  STREET 

AT  'THE  EDGE  OF  TRAGEDY'? 


Wall  Street  was  a  relatively 
sleepy  enclave  in  1953,  when 
Martin  Mayer  published  his 
first  book  about  the  place.  The  New 
York  Stock  Exchange  traded  about  1.4 
million  shares  a  day,  brokerage  firms 
were  I'artnerships,  commissions  were 
fixed,  niU  a  big  shooter  was  someone 
who  bought  a  couple  of  hundred  shares. 
The  institutional  investor  didn't  exist,  be- 
cause pension  funds 
didn't  buy  stock.  The  Dow 
Jones  industrial  average 
was  below  300,  still  short 
of  the  level  reached  just 
before  the  1929  crash. 

Now,  after  nearly  40 
years  and  more  than  20 
books — including  works 
on  banking,  advertising, 
and  real  estate — Mayer 
gives  us  Stealing  the 
Market.  Having  consid- 
ered the  innovations  of 
four  decades — from  block 
trading  and  stock-index 
arbitrage  to  the  emer- 
gence of  global  securities 
dealers — Mayer  somehow 
can't  find  much  to  like 
about  any  of  them. 

Wall  Street-bashing  is  a  venerable  tra- 
dition. But  a  good  bashing  book  must  be 
persuasive  and  novel — and  Stealing  the 
Market  is  neither.  Mayer's  complaints, 
such  as  too  much  short-term  trading  and 
too  much  price  volatility,  aren't  new. 
Neither  are  most  of  his  remedies,  such 
as  taxing  profits  that  tax-exempt  pen- 
sion funds  garner  from  short-term  trad- 
ing. Mayer's  writing  is  often  dense,  and 
the  quotes  he  uses,  rather  than  support- 
ing his  case,  are  sometimes  just  baffling. 

Mayer  contends  that  big  institutional 
investors  and  brokerage  firms — with  the 
complicity  of  cowering  government  reg- 
ulators— have  changed  the  market  in 
ways  that  disenfranchise  individual  in- 
vestors and  distort  securities  pricing.  As 
a  result,  he  says,  the  markets  no  longer 
perform  their  primary  function  of  help- 
ing "decision-makers  in  the  real,  non- 
financial  economy  to  determine  where 
the  nation's  savings  should  be  invested." 

That's  a  thin  reed  on  which  to  build  a 
book.  True,  the  valuations  that  investors 
place  on  publicly  traded  companies  influ- 
ence corporate  decision-making.  But  the 


24  brokers  who  formed  the  NYSE  in  1792 
didn't  set  out  to  advise  decision-makers 
on  allocating  the  new  nation's  scarce 
capital.  They  organized  to  provide  liquid- 
ity— to  ensure  that  those  who  made  in- 
vestments could  sell  them — and  to  make 
a  profit  by  doing  so.  Without  such  liquid- 
ity, those  with  capital  would  be  loath  to 
invest  it  or  would  demand  far  greater 
returns,  raising  the  cost  of  capital. 


ayed  by  W  y 
hange.  But  net 
is  complaints  no 


remedies  are  new 
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How  the  Siant  Brokerage  Firms, 
with  Help  from  the  SEC,  Stole  the 
Stocif  Market  from  Investors ...... 


Admittedly,  Mayer's  contention  that 
the  market  has  been  "stolen"  from  in- 
vestors is  alluring.  But  he  fails  to  dem- 
onstrate how  our  wallets  have  been 
lightened.  For  instance,  he  notes  that 
institutional  investors  now  trade  blocks 
of  stock  privately,  via  an  electronic  net- 
work, rather  than  on  the  stock  exchange 
floor.  Mayer  implies  that  this  harms  the 
individual,  but  he  never  explains  how. 

It  is  certainly  true,  as  Mayer  argues, 
that  the  regulatory  structure  has  failed 
to  keep  up  with  the  markets'  growth. 
But  that's  not  entirely  the  regulators' 
fault;  there  has  been  a  public  policy  shift 
toward  deregulation.  Moreover,  Mayer 
ignores  the  justice  Wall  Street  dispenses 
on  its  own.  Drexel  Burnham  Lambert 
finally  collapsed  when  the  rest  of  the 
Street  refused  to  deal  with  it.  Salomon 
Brothers  has  been  severely  wounded 
since  it  was  revealed  that  the  firm  made 
bogus  bids  at  U.  S.  Treasury  auctions. 
Although  Mayer  treats  the  big  broker- 
age firms  as  a  monolithic  cartel,  they 
are  tough  rivals  and  don't  hesitate  to 
exploit  one  another's  missteps. 


If  the  market  has  come  "to  the  edg, 
of  tragedy,"  as  Mayer  writes,  investor] 
don't  seem  to  know  or  care.  They're  e 
joying  the  market's  bounty.  In  1991,  fo] 
instance,  the  Dow  Jones  industrial 
climbed  24.5%;  the  average  equity  muti 
al  fund,  33.1%.  Returns  from  the  1980si 
when  much  of  what  annoys  Mayer  too^ 
shape,  don't  qualify  as  tragic,  eithe 
During  that  decade,  the  number  of  indi 
viduals  who  owned  stock,  directly  oj 
through  mutual  funds,  rose  70%,  to  S 
million.  Millions  more  own  stock  indiree 
ly,  through  pension  plans. 

Indeed,  it  seems  that  most  people  Ion 
ago  figured  out  what  Mayer  writes  no 
The  individual  doesn't  stand  much  of 
chance  competing  with  Wall  Street's  be] 
hemoths.  But  most  have  hit  on  their  ow: 
solution:  Entrust  your  money  to  one  o: 
the  institutional  investors 
and  let  those  with  train 
ing,  experience,  and  re 
sources  battle  it  out. 

That  may  not  b( 
Mayer's  idea  of  how  th( 
market  should  work.  Bu 
bringing  back  the  market 
of  1953  won't  work,  ei 
ther.  Like  it  or  not,  the 
big  institutions  and  bro- 
kerage firms  perform  £ 
critical  economic  function 
Last  year,  corporations 
sold  $48  billion  worth  of 
equity  capital  on  Wall 
Street,  raising  cash  to  pay 
down  debt  and  meet  the 
challenges  of  the  1990s 
It's  unlikely  they  could 
have  done  so  the  old  way, 
selling  shares  a  hundred  at  a  time  to 
mom-and-pop  investors.  Sure,  there's 
room  for  reform  on  Wall  Street.  But  by 
and  large,  the  system  still  works. 

BY  JEFFREY  LADERMAN 
Associate  Editor  Laderman  writes  about 
the  stock  market  and  mutual  funds. 


BOOK  BRIEFS  I 


CAPITAL  IDEAS:  THE  IMPROBABLE  ORIGINS 
OF  MODERN  WALL  STREET 

By  Peter  L.  Bernstein 

Free  Press  •  340pp  •  $24.95 

NUMBERS  GAME 


In  the  late  1960s  and  '70s,  hard-nosed 
traders  and  seasoned  analysts 
scorned  the  ideas  of  eggheads  who 
studied  the  financial  markets.  Get  real, 
they  said.  The  market  is  efficient?  Stock 
prices  can't  be  predicted?  Nonsense! 

The  scoffers  were  too  hasty — and  it 
cost  them  and  their  clients  billions.  The 
theoretical  insights  of  academics  became 
the  basis  of  stock-index  equity  funds 
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Everything  that  could  go 
wrong  did... except  for 
Pitney  Bowes.  They  kept 
us  in  touch  with 


"We  sell  decorative  fabrics 
and  wallpapers  to  interior 
designers  all  around  the 
country.  So  it's  essential 
that  we  stay  in  contact  with 
them  by  mail." 

"That's  why.  before  we 
moved  our  offices  from 
San  Francisco  to  Essex. 
Massachusetts,  we  called 
Pitney  Bowes  and  asked 
them  to  have  a  new  postage 
machine  ready  for  us." 

"The  day  we  arrived,  one 
of  the  first  people  at  our 
door  was  our  Pitney  Bowes 
representative.  And  by  the  end 
of  that  week,  we  had  our  new 
mailing  system  in  place." 

"Unfortunately,  that  was  all. 
Our  desks,  chairs  and  samples 
had  been  delayed  in  the  move. 
All  we  had  was  a  typewriter, 
a  customer  list  and  a  Pitney 
Bowes  mailing  machine." 

"Thanks  to  Pitney  Bowes, 
we  were  able  to  reach  our 
customers  by  mail. ..and 
keep  our  business  running 
during  a  very  trying  time." 

At  Pitney  Bowes,  customer 
satisfaction  is  a  commitment 
that's  at  the  very  fiber  of 
our  business.  It  shapes  the 
attitudes  and  actions  of  our 
people.  And  it's  reflected 
in  the  quality  and  reliability 
of  our  products.  What's 
more,  we  back  it  up  with 
our  Customer  Satisfaction 
Guarantee':'"  For  more 
information,  call  1-800- 
MR  BOWES  e.xt.  1234. 


our  clients." 


Kathleen  Wick  Galacar 
Executive  Vice  President 
Galacar  &  Co. 
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E  PLAYER 


WHEN  STEVE  ELKINGTON  HIT  A  3-IRON  208  YARDS  TO  WITHIN  I5-FEET  OF  THE 
hole  at  No.  18  Sunday  and  sank  the  birdie  putt  to  win  the  1991  PLAYERS  Championship, 
it  was  another  storied  moment  in  the  short,  but  illustrious  history  of  the  event. 

And,  when  this  significant  event  is  contested  March  23-29,  1992  at  the  TPC  at  Sawgrass 
Stadium  Course,  the  world  of  sports  will  again  take  notice. 

Since  arriving  at  its  permanent  home  at  the  TPC  at  Sawgrass  in  Ponte  Vedra,  Fla.,  in 
1982,  THE  PLAYERS  Championship  has  been  at  the  pinnacle  of  professional  golf.  But,  that 
was  expected  of  a  tournament  played  on  a  golf  course  specifically  built  for  the  event  and 
featuring  the  strongest  field  in  the  world. 


While  he  was  still  competing  on  the  PGA 
70UR,  and  as  a  Player  Director  on  the 
Tournament  Policy  Board,  TOUR  Commission- 
er Deane  Beman  had  a  plan  for  a  unique  tour- 
nament in  professional  golf.  Beman  envisioned  a 
course  for  players  and  spectators  alike.  The 
course  would  be  owned  and  operated  by  the 
PGA  TOUR  and  its  members;  and  would  pro- 
vide golf  fans  with  an  unobstructed  view  and 


full  access  at  a  tournament. 

"I  felt  the  TOUR  needed  a  permanent  site 
and  some  roots  somewhere,"  Beman  said  in  a 
1980  interview.  "Secondly,  I  felt  the  way  to 
build  (THE  PLAYERS)  into  the  TOUR's  most 
important  tournament  was  to  own  and  control 
our  own  course  and  build  a  facility  that  was 
better  than  anyone  else  had. 

T  also  felt  that  the  TOUR  had  benefited  so 
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luch  from  everybody  else's  innovations  and  here  was  a 
lance  for  the  TOUR  to  be  innovative.  We  feel  we  are 
)ing  to  be  the  proving  ground  for  all  our  tournaments." 

The  uniqueness  of  the  Pete  Dye-designed  415-acre,  par- 
l  course  was  unveiled  at  the  1982  tournament.  Only 
)Out  45-acres  —  compared  to  roughly  140  at  other  courses 
have  to  be  maintained  because  of  natural  waste  areas  on 
lost  holes.  Major  spectator  mounds  throughout  the 
)urse  —  some  as  high  as  30-feet  —  provicHe  a  front  row 
at  for  every  fan. 

The  signature  of  the  Dye/Beman  creation  is  the  par-3 
land  hole  No.  17.  Reccignized  throughout  the  world,  the 
3le  has  drawn  praise  and  ire  of  the  professional  and  ama- 
ur  alike.  Not  a  long  hole  at  132-yards  from  the  back  tee, 
1  estimated  38,000  balls  find  the  water  every  year. 

"No.  17  is  the  easiest  par-5  on  the  course,"  said  John 
[ahaffey  after  a  windy  round  in  1984. 

The  design  of  the  course,  the  outstanc4ing  field,  and 
le  prestige  of  being  THE  PLAYERS  Championship  win- 
—  including  a  10-year  exemption  —  have  combined  to 
eate  several  of  the  most  memorable  finishes  in  PGA 
DUR  lore. 

In  the  tournament's  debut  in  1982  at  its  new  permanent 
5me,  the  golfing  world  was  overwhelmed.  The  plans  on 
le  drawing  board  worked  to  perfection  in  a  tournament 
tting.  The  weekend  festivities  were  crowned  when  cham- 
on  Jerry  Pate  took  Beman  and  Dye  for  the  most  historic 
v'im  in  the  annals  of  golf. 

In  1983,  24-year-old  Hal  Sutton  won  the  event  despite 


The  victor  in  1989  was  TOUR  veteran  Tom  Kite  who 
added  his  12th,  and  most  prestigious  crown  tti  his  remark- 
able career.  Kite  held  off  a  charging  Chip  Beck  the  final 
day.  Jodie  Mudd  stared  adversity  in  the  face  —  in  the  guise 
of  No.  17  —  and  won  in  1990.  Mudd  came  to  the  hole  with 


Ak.vc:  1  rod  C:ouplis,  IM'M  |>C,,\  TOI  U  I'lavor  of  tlif  Year 
Leit:  The  18th  hole  at  the  TPC  at  Savvgrass,  Ponte  Vedra,  Florida 

a  one  stroke  lead  over  Mark  Calcavecchia  and  birdied  the 
infamous  par-3  to  secure  the  title. 

While  the  tournament  has  provided  fans  with  many 
highlights,  it,  like  other  PGA  TOUR  events,  has  also  given 
much  to  the  community  Since  1977,  the  tournament  has 
given  nearly  $5  million  to  local  area  charities.  Among  those 
that  have  benef  ited  are  Nancy  Reagan  TPC  Village  for  ado- 


J 


HAMPIONSHIP 


arting  the  final  day  four  strokes  back.  In  1984,  youth  was 
;ain  served  when  Fred  Couples  won  the  second  tourna- 
lent  of  his  career.  Couples  set  a  course  record  in  the  sec- 
id  round  with  a  64  and  defeated  Lee  Trevino  by  one 
roke.  Despite  not  beginning  his  golfing  career  until  age 
],  Calvin  Peete  reached  the  highest  echelon  of  the  game 
i  less  than  20  years  with  his  1985  win.  Peete  posted  four 
)  or  better  rounds  and  broke  the  then-tournament  record 
/  three  shots  with  his  274  win. 

In  1986,  Mahaffey  proved  his  mettle  by  making  up  four 
rokes  in  the  last  eight  holes  before  winning  the  tourna- 
lent  with  a  gutty  par  putt  on  No.  18.  The  1987  PLAYERS 
hampionship  was  a  classic  golf  duel  staged  by  Sandy  Lyle 
id  Jeff  Slunian.  Both  players  birdied  one  of  golf's  premier 
nisliing  holes  to  force  a  playof  f  that  Lyle  eventually  won 
n  the  third  extra  hole.  In  1988,  hometown  hero  Mark 
IcCuniber  established  the  current  tc^urnament  record 
■ith  a  15-under  273  including  an  opening  round  65. 
IcCuniber  later  admitted  that,  "he  knew  half  the  people 
1  the  gallery." 


lescent  drug  and  alcohol  abuse,  TPC  Scholarship  Fund  for 
college  bound  students,  Dreams  Come  True,  and  the  Boys 
and  Girls  Club.  And  although  the  golfers  grab  the  head- 
lines, the  unsung  heroes  of  the  tournament  are  the  vol- 
unteers. Nearly  1,200  strong,  the  vcolunteers'  duties  range 
from  transportation  and  trash  removal  to  handicap  shuttle. 
The  tireless  work  of  this  unpaid  army  helps  the  tournament 
contribute  valuable  funds  to  local  worthy  causes,  fl 


Thursday,  March  26 

Friday,  March  27 

Saturday,  March  28 
Sunday,  March  29 


L'Sy\  Network  4  p.m.  to  6  p.m. 
Repeated  9  p.m.  to  1 1  p.m. 

LISA  Network  4  p.m.  to  6  p.m. 
Repeated  9  p.m.  to  1 1  p.m. 

NBC  3  p.m.  to  6  p.m. 

NBC  2:30  p.m.  to  6  p.m. 


All  times  are  Eastern  Standard  Time 


Keep  the  IRS 
out  of  your  pocket. 

Pay  less  in  taxes,  and  keep  more  of  your  earnings  in  your  pocket, 
with  Twentieth  Century's  Tax-Exempt  Long  Term  bond  fund. 

For  more  complete  informa- 
tion about  Twentieth  Century, 
including  charges  and  expenses, 
call  for  a  free  prospectus.  Please 
read  the  prospectus  carefully 
before  investing. 


Tax-Exempt  IjOng  Term  ^ 

30-day  yield  (1/31/92) 

5.26 

Tax  Equivalent*  

7.62% 

Average  Annual  Total  Return 

as  ot  12/31/91 

1  year  

12.00% 

Since  inception  (3/1/87) 

 7.46% 

L  A 

m 

V  V 

N  D  S 

1-800-345-2021 

P.O.  Box  419200,  Kansas  City,  MO  (34141-6200 

Taxable  equivalent  yields  are  based  on  the  maximum  31  %  income  tax  rate.  In  certain  cases,  some 
income  may  be  subiect  to  state  and  local  taxes  and  the  federal  alternative  minimum  tax.  Data 
quoted  represents  past  performance.  Investment  return  and  principal  value  will  fluctuate,  and 
redemption  value  may  be  more  or  less  than  original  cost. 


No -Load  Family  of  Funds 


I 
I 


You  just  separated  your  trash, 


Recycling  If  you'd  You  will  find 

is  easy,  isn't  it?  like  to  know  more,  taking  the  first 

In  fact,  send  a  step  toward 

it's  one  of  postcard  to  recycling 

ttie  easiest  ways  the  Environmental  can  be  as  easy 

you  personally  Defense  Fund-Recycling,  In  practice 

can  make  the  world  257  Park  Ave  South,  as  it  is 

a  better  place  NY  NY,  10010  here  on  paper. 


RECYCLE 
It's  the  everyday  way  to  save  the  world. 
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"TASTE  OUR  DELICIOUS  STEAKS 
AND  YOU'LL  NEVER  WANT  TO  EAT 
ORDINARY  STEAKS  AGAIN!" 

"Delivered  from  Montana  directly  to  your  front  door." 


Dear  Friend, 

You  know  the  ditterence  between  a  luscious  home^R)wn  tomato 
and  a  store-bought  one.  Well,  the  difference  in  taste  between 
our  Double  LL  beef  and  ordinary  beet  is  even  iin)re  dramatic. 

Store-bought  beet  is  shipped  by  train  or  truck  to  warehouses  and 
passes  through  many  hands  betore  ending  up  in  the  meat  case. 

Our  USDA-inspected  packinghouse  vacuum  packs,  flash  freezes 
It,  and  then  we  ship  your  order  to  you  by  UPS. 

Another  way  to  tell  the  difference  between  Double  LL  beet  and 
most  supermarket  beef  is  by  its  color.  Supermarket  beet  that  has  been 
wrapped  in  plastic  is  likely  to  carry  more  bacteria  than  vacuum-packed  beet.  In  tact,  the  bright  red  color  ot  supermarket 
beef  indicates  that  air  has  gotten  to  it,  reducing  the  time  it  will  stay  fresh.  Our  beet^'s  naturally  darker  color  indicates  that 
oxygen  has  been  kept  out,  yet  its  moisture  has  been  retained  tor  more  tlavorful  cooking. 

We  offer  only  the  finest  cuts  such  as  buttery  sott  rib  steaks,  mouthwatering  tilet  mignims,  tender  T-bone  steaks,  and 
lean  sirloins.  We  guarantee  that  Double  LL  beef  will  arrive  within  two  days  of  shipment  in  pertecf  condition  and  perfectly 
aged.  Our  beef  is  priced  at  less  than  ordinary  mail-order  beet.  It  you  join  our  club  we  automatically  bill  your  major  credit 
card,  but  you  can  cancel  at  any  time  or  you  can  order  whenever  you  need  Double  LL  steaks. 

We  are  a  small,  family-run  ranch,  so  you  can  call  us  at  any  time  to  increase,  decrease,  or  cancel  your 
order.  Just  ask  for  Shelia,  Wanda,  Debbie,  or  me. 
Look  forward  to  hearing  from  you. 

Sincerdy. 

DOUBLE  LL  RANCH 


LINDA  LLON 


"M^i  17,000  acre  ranch  in  Montana 
stands  behmd  the  Doidile  LL  brand'.' 


Double 

WORDEN.  Hi  M 


MONTANA  59088 


*  SPECIAL  ★ 

10  MOUTH-WATERING  FILET  MIGN,  )NS  (6o:.  each) 
ONLY  $79.50  plus  $9^(''  fos  .hipping  &  handling 


CHOOSE  FROM  12  CHIHR  ASSORTMENTS. 
FILET  MIGNONS,  INDIVIDl'  .L  SI  EAKS.  LAMB.  PORK  &  POULTRY 


CALL  TOLL  FREE  1^800  75 2-89<^6,  OR  WRITE: 
Double  LL  Ranch,  Star  Route,  Worden,  Montana,  59088 


E  NEW  NEC  PORTABLE  PHONE  SERIES 

etting  a  lot  of  attention.  And  rightly  so. 
!  vanguard  of  a  new  generation  of  personal 
imunication  tools,  they 
it,  compact,  and 
remely  powerful. 
1  boast  designs  that 
destined  to  set  trends,  not 
ow  them. 


i 


People  talk  about 
C  in  other  ways,  too.  As 
ader  in  computers  and 
imunications.  And  as 
world's  number  one 
liconductor  manufacturer.  Youll 
)  hear  our  name  mentioned  in  the  same 


breath  with  some  great  sports  events: 
Davis  Cup  by  NEC,  Federation  Cup 
by  NEC,  and  the  NEC 
World  Series  of  Golf. 
While  we've  been 
wowing  the  public,  there's 
also  been  a  lot  of  excite- 
ment in  the  lab,  where  we've 
made  significant  breakthroughs 
in  basic  technology  and  explored 
new  applications  for  advanced  elec- 


Actual  Size 
P600  Portable  Phone 


tronics.  From 
miracles  in  mini- 
aturization to 
telecommunications  networks  that  span 
the  globe,  NEC  always  gives  people  some- 
thing to  talk  about. 

THE  WHOLE  WORLD  IN  YOUR  HAND 


SEC 


Economic  Viewpoint. 


WITHOUT  GROUND  RULES, 

IT  WILL  BE  OPEN  SEASON  ON  OPEN  MARKETS 


BY  ROBERT  KUHNER 


The  GATT  talks 
must  move  toward  a 
pact  in  which  poor 
countries  gain  freer 
access  to  developed 
nations'  markets 
in  return  for 
agreeing  to  play  by 
the  tenets  of 
Western  capitalism 


ROBERT  KUHNER  IS  CaEDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  OF  lAISSEZ-EAIRE 


TWO  uncomfortable  truths  are  dawning  on 
America's  fi-ee  traders.  The  first  is  that  if 
the  world  is  going  to  be  one  giant  mar- 
ket, it  will  have  to  be  under  a  single  system  of 
rules.  Otherwise,  the  most  opportunistic  na- 
tions in  the  system  will  simply  take  advantage 
of  relatively  open  nations,  including  the  U.  S. 
Sec(jndly,  it  is  not  "protectionist"  to  insist  that 
other  nations,  which  benefit  from  a  relatively 
open  system,  take  steps  to  ease  their  own 
protectionism.  Without  greater  balance  and 
symmetry  of  access  in  the  global  system,  the 
overall  constituency  for  open  trade  will  melt 
away. 

A  good  illustration  is  the  protection  of  in- 
tellectual property,  a  nontraditional  issue  not 
even  part  of  the  General  Agi'eement  on  Tariffs 
&  Tr-ade  agenda  until  1986.  Its  inclusion  ac- 
knowledged that  open  trade  requires  not  just 
tariff  reductions  but  a  common  framework  of 
commercial  rules.  If  relatively  high-wage  na- 
tions, such  as  the  U.  S.,  are  to  retain  signficant 
comparative  advantage,  it  must  be  on  the 
basis  of  technological  leadership.  The  U.  S.  re- 
mains the  world's  leader  in  scientific  break- 
throughs and  commercial  patents.  But  if  this 
advantage  is  to  accrue  to  the  American  com- 
panies that  invest  in  the  technology,  it  must 
not  be  pirated.  Otherwise,  the  opportunity  to 
realize  returns  on  the  investment  is  under- 
cut, as  is  the  incentive  to  invest. 

Not  surprisingly,  poor  developing  countries 
see  things  differently.  Until  recently,  most  of 
these  countries  lacked  even  a  rudimentary 
system  of  Western-style  patent  protection. 
They  see  industrial  piracy  as  a  means  of  eco- 
nomic development  and  as  a  strategy  of  tech- 
nology transfer.  Moreover,  in  the  case  of  cer- 
tain high-technology  products,  such  as 
pharmaceuticals,  these  countries  also  claim  a 
special  humanitarian  need  to  manufacture  life- 
saving  drugs  locally  at  prices  their  people  can 
afford. 

NO  PRETENSE.  Far  from  being  an  open-and- 
shut  case  of  common  theft,  this  strategy  has  a 
venerable  history.  The  American  textile  in- 
dustry began  in  1790,  when  an  English  inven- 
tor named  Samuel  Slater  pirated  the  technical 
specifications  of  Richard  Arkwright's  famous 
power  loom  at  Nottingham  and  duplicated  it  at 
Pawtucket,  R.  I.  But  piracy  was  less  of  a 
dilemma  in  the  19th  century  because  there 
was  no  pretense  that  every  country  should 
practice  free  ti-ade  or  that  the  world  consti- 
tuted a  single  integrated  market.  Accordingly, 
inost  countries  constructed  high  tariff  walls. 

In  recent  years,  however,  as  the  world  has 
inci-easingly  l^ecome  one  big  economy,  it  is 
only  fair  to  insist  that  nations  that  enjoy  ac- 
cess to  the  huge  consumer  market  of  devel- 


oped nations  play  by  more  nearly  comn:  i 
rules.  Like  other  laws,  these  must  be  devis  , 
negotiated,  and  brokered  on  the  basis  of  n  - 
tual  interest.  Unfortunately,  the  GAIT  is  not  ^ 
ally  designed  to  achieve  this  outcome.  It  ci 
only  operate  by  consensus:  It  has  no 
traterritorial  authority,  much  less  a  wo 
court  of  trade,  and  its  members  include 
tions  that  practice  markedly  different  bra 
of  capitalism.  Between  the  U.  S.  and  Canai 
which  are  supposedly  parties  to  a  free-tral 
agreement,  there  ai"e  major  differences  evenft 
domestic  intellectual-property  law.  i 

As  the  negotiations  have  unfolded  in  Gerll- 
va,  the  U.  S.  has  made  surprising  progress  | 
getting  developing  countries,  led  by  India  a^ 
Brazil,  to  acknowledge  the  need  for  a  co'^ 
mon  framework  of  intellectual-property  pijt- 
tection.  However,  in  the  draft  agi'eement,  tR 
price  of  this  acceptance  is  a  prolonged  phaj| 
in  ]jeriod.  Developing  countries  remain  fre 
to  pirate,  while  the  U.  S.  must  give  up  if 
course  to  its  own  domestic-trade  and  pate 
law  as  antipiracy  measures. 
UNHOLY  ALLIANCE?  In  fact,  the  U.  S.  has 
cured  the  most  dramatic  breakthroughs 
getting  nations  such  as  Mexico  and  China 
pass  intellectual-property  protection  by  g( 
ting  tough  on  a  bilateral  basis,  not  through  r 
liance  on  the  GATT.  Key  American  industri 
supporters  of  the  intellectual-property  initi 
tive— the  pharmaceutical,  software,  and  entc 
tainment   industries— are   now  wonderii 
whether  the  proposed  deal  is  worth  the  candl 
Conversely,  according  to  India's  Ambassador 
the  GATT,  B.  K.  Zutshi,  the  Indians  feel  th 
they  are  making  a  major  sacrifice  to  tl 
American  GATT  agenda  with  little  in  retui 
from  the  trade  round.  And  some  AmericE 
diplomats  see  an  unholy  alliance  in  which  tl 
Europeans  back  the  Indian  stance  on  relativ 
ly  weak  intellectual-property  protection,  whi 
the  Indians  back  the  Europeans'  resistance 
further  concessions  on  agi'iculture. 

Clearly,  if  the  GATT  is  to  keep  moving  fo 
ward  at  all,  a  monumental  effort  to  achiev 
common  commercial  rules  is  recjuired.  We  net 
a  grand  bargain  in  which  poor  countries  gai 
freer  access  to  developed  nations'  market, 
and  in  return,  they  agree  to  play  by  the  ruk 
of  Western  capitalism.  But  that  would  sti 
necessitate  the  acknowledgement  that  poc 
nations  have  special  needs— for  chea 
medicines,  debt  relief,  and  Western  capit; 
and  expertise,  public  as  well  as  private— i: 
sues  that  are  outside  the  scope  of  the  GATT. 
healthier  global-market  system  requires 
great  deal  more  than  a  crusade  for  laisse: 
faire.  It  requires  heroic  statecraft  as  well  a 
open  markets. 
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ECONOMIC  VIEWPC 


WHAT'S  A  NEW  IDEA  WORTH? 


About  $200  million.  That's  what  BP  employees'  best  new  ideas 
saved  or  made  for  us  in  1991.  Our  annual  innovation  awards 
recognize  those  bright  ideas,  from  a  new  drilling  technique 
designed  to  get  more  oil  from  every  well  to  a  tool  that  simplifies 
metal  can  recycling.  Together,  those  ideas  prove  something 
we've  always  believed:  the  richest  companies  are  those  with  a 
wealth  of  ideas.  For  more  information,  write  BP,  Public  Affairs, 
200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


The  Energy  To  Change 


The  ES  300 


■■I 


I  us  change,  plus  information.  This  information 
c'est  la  meme  chose,      is  then  relayed  to  the  climate 


_  the  more  things  change,  control  microprocessor,  which  cools  with  remarkable  quick- 
e  more  they  remain  the      has  at  its  disposal  sixteen  air      ness  and  efficiency. 


m 


e.  Lexus  engineers  are      vents  in  order  to  either  cool  you  The  resuh?  The  weather 


m  believers  in  this  quip,  at      down  or  warm  you  up. 


may  not  be  predictable,  but 


FRONT  ^  REAR  [4P    I   FRONT  ^  REAR  [^p    I   FRONT  ^  REAR  (4^ 


Friday 


Saturday 


Sunday 


ist  when  it  comes  to  the 


y  the  automatic  cli- 


ite  control  of  the  Lexus 


All  this  may  sound  highly      the  cabin  of  the  Lexus  ES  300 
technical  (indeed  it  is),      surely  is.  Day  in,  day  out,  its 


but  it  runs  like  a 


300  sports  sedan  operates.      breeze.  The  temperature 


always  the  same  old 
story.  Which,  when 


Four  sensors,  including  a  readout  is  an  illuminated  liq-  you  think  about  it,  is  quite  a 
ar  sensor  that  can  measure      uid  crystal  display;  the  controls      pleasant  surprise. 


ibient  light  from  the  suns      are  large  and  conveniently 


^s,  are  used  to  help  gather      placed;  the  airflow  warms  or         The  Relentless  Pursuit  Of  Perfeclion. 


^92  Lexus,  A  Division  Of  Toyota  Motor  Sales,  [J.S.A.,  Inc.  Lexus  reminds  you  to  wear  seat  belts  and  obey  all  speed  laws.  For  more  information,  call  800-872-5398  (800-USA'LEXUS). 


conomic  Trends 


BY  GENE  KORETZ 


SHUTTERED  BUSINESSES 
EVERYWHERE— AND  THE 
CARNAGE  ISN'T  OVER 


The  economy  may  have  posted  modest 
growth  since  the  first  quarter  of  last 
year,  but  the  mortahty  rate  of  U.  S. 
businesses  continues  to  soar.  Dun  & 
Bradstreet  Corp.  reports  that  a  record 
87,266  businesses  went  belly-up  in  1991, 
44%  more  than  in  1990.  At  the  same 
time,  the  dollar  lial)ilities  associated  with 
business  failui'es  skyi'ocketed,  fi'om  $55.5 
billion  in  1990  to  $108.8  billion-nearly 
2%  of  gross  domestic  product. 

"The  recession,  coupled  with  the  vast 
amount  of  debt  accumulated  in  the 
1980s,"  says  D&B  economist  Joseph  Dun- 
can, "has  taken  its  toll  across  the  U.  S." 
Duncan  notes  that  business  failures  in- 
creased in  every  region  of  the  country 
last  year  and  in  every  major  U.  S.  in- 
dustry, from  services  to  manufacturing. 

The  surge  in  failures  is  ominous  for 
several  reasons.  Because  new  businesses 
have  a  high  mortality  rate,  rising  fail- 
ures in  the  past  have  often  reflected  a 
healthy  pickup  in  new  business  forma- 


BUSINESS  FAILURES  GO 
THROUGH  THE  ROOF 


W  PI 
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▲  THOUSANDS  Of  FAILURES 

DATA:  DUNS  BRADSTREET  CORP. 


'90  '91 


tions.  In  recent  years,  however,  new 
business  incorporations  have  been  de- 
clining, indicating  that  the  latest  failure 
wave  is  mostly  a  hardship  phenomenon. 

The  implications  for  employment  gains 
are  particularly  gi'im.  Most  imsiness  fail- 
ures involve  relatively  small  operations— 
61%  of  last  year's  failures  accounted  for 
less  than  1.%  of  the  total  $108  billion  in 
liabilities  that  failing  businesses  left  in 
their  wake.  And  small  business  not  only 
employs  at  least  half  of  the  nation's  pri- 
vate work  force  but  also  accounts  for 
the  vast  majority  of  employment  in- 
creases. Thus,  the  high  failure  rate,  com- 


bined with  the  downturn  in  new  busi- 
ness formation,  casts  a  pall  over  the 
neai'-term  job  outlook. 

As  Duncan  sees  it,  the  business  mor- 
tality rate  is  unlikely  to  fall  for  some 
months.  For  one  thing,  the  high  level 
of  liabilities  generated  by  last  year's  fail- 
ures almost  guarantees  another  round 
of  fatalities,  as  creditors  and  suppliers  of 
businesses  that  expired  find  they  lack 
the  wherewithal  to  survive.  And  busi- 
ness becomes  more  difficult  as  compa- 
nies tighten  credit  terms  to  avoid  get- 
ting burned  by  troubled  customers. 

From  this  perspective,  it's  hardly  a 
surprise  that  failures  so  far  in  1992  are 
running  about  25%  above  last  year's 
pace.  "Even  if  a  recovery  takes  hold  in 
the  next  few  months,"  says  Duncan,  "a 
lot  of  businesses  are  likely  to  find  that 
the  pickup  is  too  little  and  too  late." 


A  LOT  OF  TAXPAYERS 

ARE  WIRED 

FOR  EARLY  REFUNDS 


One  reason  consumer  spending  has 
been  strengthening  a  bit  lately  may 
be  that  tax  refunds  have  been  front- 
loaded.  Economist  Louis  Crandall  of  the 
Wall  Street  consultants  R.  H.  Wright- 
son  &  Associates  notes  that  this  year's 
tax  refunds  through  February  were  up 
36%  or  some  $4.1  billion  over  last  year 
and  $7  billion  over  the  average  dollar 
amount  in  the  previous  two  years. 

Rather  than  the  result  of  a  deliberate 
policy  decision,  says  Crandall,  the  surge 
in  early  refunds  essentially  reflects  an 
increase  in  electronic  filing  of  returns. 
The  Internal  Revenue  Service's  nation- 
wide electronic  filing  progi'am  is  now  in 
its  third  year,  and  volume  has  been  pick- 
ing up  dramatically.  Taxpayers  are 
choosing  to  go  the  electronic  route  for 
two  reasons:  It  takes  only  two  weeks  of 
processing  befoi'e  they  receive  their  re- 
funds, rather  than  four  to  eight  weeks 
for  an  ordinary  paper  return,  and  the  re- 
funds can  be  wired  directly  into  their 
bank  accounts. 

Of  the  $15.4  billion  in  I'efunds  issued 
by  the  Treasury  through  Feb.  28,  Cran- 
dall figures  that  as  much  as  $9  billion 
will  have  been  deposited  directly  into 
taxpayer  bank  accounts.  That's  50% 
more  than  the  $6  billion  or  so  deposited 
during  the  same  period  last  year. 

While  the  pickup  in  refunds  may  have 
already  affected  spending  a  bit,  the 
strongest  impact  should  show  up  this 
month.  That's  because  the  biggest  sui-ge 
in  electronic  filing  took  place  in  the  last 
half  of  February.  Crandall  notes  that  "if 
a  mere  1%  of  the  recent  increase  in  re- 
funds were  put  toward  auto  down  pay- 


ments, the  new-car  sales  rate  could  j 
by  as  much  as  a  quarter  of  a  mi 
units  on  an  annualized  basis." 


IN  EUROPE, 

CASH  EASES  THE  PAIN 

OF  GETTING  FIRED 


As  some  U.  S.  executives  have  leai] 
the  hard  way  recently,  it's  poss 
for  a  middle  manager  who  loses  his  I 
to  come  away  with  little  more  tha| 
pat  on  the  head  and  a  few  weeks' 
But  that's  not  true  in  Western  Eur( 
According  to  William  M.  Mercer  Inc 
benefits  consulting  firm,  relatively 
termination  benefits  in  most  Europl 
countries  are  set  by  law  and  inel] 
such  items  as  termination  payments 
full  salary  for  a  notice  period  dui] 
which  severed  employees  are  usuj 
not  required  to  show  up  for  work. 

Mercer  calculates,  for  example,  thi 
typical  45-year-old  European  mid 
manager,  with  20  years  of  service  arl 
salary  of  $50,000,  would  be  entitled 
termination  benefits  ranging  fn 
$94,000  to  $130,000  in  Belgium,  Spj 
and  Italy-and  fi-om  $25,000  to  $38,00( 
the  Netherlands,  Germany,  and  D 
mark.  And  that  doesn't  include  exj 
benefits  mandated  for  group  dismis^ 
or  embodied  in  union  contracts. 

By  contrast.  Mercer  estimates  thi 
U.  S.  middle  manager,  earning  $50,00 
year  with  20  years  of  service,  typic^ 
walks  away  with  about  20  weeks  se\ 
ance  pay  or  some  $19,000.  But  the 
also  notes  that  since  payments  are 
termined  by  individual  corporate  polj 
such  employees  can  be  legally  termii 
ed  with  nothing  more  than  a  handshj 


WHY  LOWER  IHFLATIO 
COULD  HURT 
CHANCES  FOR  RECOVER 


Although  falling  inflation  is  generi 
good  news  for  the  economy,  it  ( 
have  a  negative  aspect  when  it  is  ct 
bined  with  rising  interest  rates  dm'in; 
recession.  Economist  Lacy  H.  Hunt 
Carroll  McEntee  &  McGinley  Inc.  poi 
out  that  the  real  inflation-adjusted  yi 
on  30-year  Treasury  bonds  has  jumj^ 
from  under  5%  last  quarter  to  nea 
5.4%  recently.  That's  because  nomi 
yields  moved  higher  at  the  same  tii 
that  consumer  inflation  continued 
slow.  "The  sharp  runup  in  real  long  Ix 
yields  is  particularly  worrisome,"  s; 
Hunt,  "when  you  remember  that  i' 
yields  below  2.5%  fostered  recovery 
five  of  the  last  six  recessions." 
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ECONOMIC  TR 


A^e  taught  him  conputer 
drafiirig.  Now  his  femily 


can  rest  easy 


Getting  a  solid  education  is  more 
important  than  ever  these 

days.  Which  is  why  more  than 
17,000  students  now 


attend  41  ITT  Technical 


Institutes  nationwide. 


We  offer  studies 


ranging  from  electronics 


to  robotics.  We  teach 


the  skills  to  succeed  in  a  new 


career  with  the  confidence  to 


get  ahead  in  a  competi- 
tive world.  There  are  nine , 


businesses  in  ITT.  This  is 


the  one  that  helps 
you  learn  and  grow. 

ITT  EDUCATIONAL 
SERVICES 


ITT 


91  ITT  CORPORATION 


The  United  States  was  the  first 
democracy  in  the  world  in 
which  the  people,  not  party 
leaders  or  elected  officials,  chose 
their  candidates  for  high  office.  The 
American  system  of  presidential  pri- 
maries is  elaborate,  cumbersome, 
and  at  times  enormously  frustrat- 
ing. It  is  also  intensely  democratic, 
the  product  of  nearly  a  century  of 
struggle  by  reformers  whose  faith 
in  the  people  has  exceeded  their 
faith  in  political  elites. 

Throughout  the  nineteenth  cen- 
tury, presidential  candidates  were 
chosen  by  a  variety  of  methods,  none 
directly  responsive  to  popular  sen- 
timent. Until  the  1820s,  members  of 
Congress  gathered  in  party  caucus- 
es and  chose  presidential  nominees. 
Beginning  in  the  1830s,  candidate 
selection  shifted  to  national  party 
conventions;  delegates  were  gener- 
ally chosen  by  elected  officials  and 
party  leaders  in  each  state. 

By  the  early  20th  centu- 
ry, however,  there  was 
gi'owing  dissatisfaction  with 
the  process.  Reformers, 
alarmed  at  the  growing  power 
of  party  organizations  and  the 
growing  political  effectiveness 
of  great  new  industrial  organiza- 
tions, began  to  demand  that  the  peo- 
ple have  a  more  direct  voice  in 
choosing  presidential  candidates. 

Governor  Robert  M.  La  Follette 
of  Wisconsin,  one  of  the  great 
figures  in  the  history  of  American 
reform,  played  a  critical  role  in 
building  the  early  primary  system. 


The  19th  Am 
all  women  to 


In  1905,  he  persuaded 
the  Wisconsin  legisla- 
ture to  establish  a 
direct  popular  elec- 
tion— controlled  by 
state  officials,  not 
party  organizations — 
to  select  delegates  to 
national  political  con- 
ventions. "No  longer," 
he  promised,  "will 
there  stand  between 
the  voter  and  the 
official  a  political 
machine  with  a  com- 
plicated system  of 
caucuses  and  conven- 
tions, by  the  manipu- 
lation of  which  it 
thwarts  the  will  of  the  voter." 
Several  years  later,  Oregon  estab- 
lished a  primary  in  which  voters 
expressed  a  prefer- 
ence for  a  particular 
candidate,  whom 
delegates  would  be 
obligated  to  support 
through  the  first 
ballot  at  the  conven- 
tion. Most  other  pri- 
mary states  even- 
tually adopted  the 
Oregon  system. 
By  1912,  12 
states  had  estab- 
lished mandato- 
ry presidential 
primaries,  and 
it  seemed  only 
a  matter  of  time 
before  the  system 
would  sweep  the 
a  nation.  Theodore 
Roosevelt,  running 
for  president  in  1912 
on  a  third-party  ticket 
(having  been  denied 
the  Republican  nomi- 
nation that  year  despite 
winning  every  primary), 
called  for  a  national  presi- 
dential primary  to  eliminate 
the  role  of  party  "middle- 
men" altogether.  President 
Woodrow  Wilson  called  for  the 
same  thing  a  year  later.  In  the 
meantime,  eight  more  states 


endment  to  the  Constitution  permittee 
vote,  starting  with  the  1920  election. 

[  itil 

established  their  own  presidentia 
primaries;  by  1916,  there  were  2i 
such  elections. 

But  soon  after  World  War  I,  a 
reform  energies  subsided,  the  pres 
idential  primary  system  went  intcj 
something  of  an  eclipse.  From  191 
to  1945,  only  one  additional  state 
Alabama — created  a  presidenti 
primary.  In  the  meantime,  eigh 
states  abolished  their  existing  pri' 
maries;  and  the  primaries  that  sur , 
vived  had  little  effect  on  the  nomi| 
nating  process.  Many  were  simpl; 
devices  for  pledging  delegates  to 
"favorite  son,"  who  had  no  hope  o: 
nomination  but  could  use  his  dele 
gate  strength  to  exercise  power  a 
the  convention.  In  North  Dakota 
commission  examining  the  state' 
1932  primary  (which  no  major  preS' 
idential  candidate  had  chosen  t 
enter)  concluded  that  "so  far  a 
expressing  the  preference  of  the  . 
voters  of  the  state  was  concerned 
the  election  was  a  farce  which  cos 
the  taxpayers  $135,635."  By  1940 
the  presidential  primary  syste 
had  reached  its  lowest  ebb  since 
1912,  with  little-noticed  elections  ir 
only  13  states. 

For  the  primary  system  gen 
uinely  to  succeed,  it  was  clear,  can 
didates  and  voters  would  have  tc 
believe  not  only  that  primaries  were 
democratic,  but  that  they  were  effec 
tive.  In  the  30  years  after  World 
War  II,  a  series  of  dramatic  primary 


impaigns  gradually  proved  that 
le  system  could  make  a  difference. 
1  1948,  for  example,  Harold 
tassen,  the  young  ambitious  gov- 
-nor  of  Minnesota,  launched  a  cred- 
ile,  and  nearly  successful,  chal- 
nge  to  the  Republican  front-run- 
sr  by  defeating  Governor  Thomas 
.  Dewey  in  New  York  in  a  series  of 
irly  primaries.  Four  years  later, 

he  primary  system  has 
ever  been  static 
tid  it  will  almost  certainly 
Dntinue  to  change. 

wight  D.  Eisenhower,  a  political 
5ophyte,  proved  his  vote-getting 
)tential  by  running  well  in  the 
epublican  contests.  And  in  1960, 
)hn  Kennedy  overcame  doubts  of 
)me  party  leaders  by  winning  a 
iries  of  crucial  victories  in  that 
;ar's  Democratic  primaries.  There 
ere  still  only  16  states  with  pri- 
ary  elections,  and  nearly  two- 
drds  of  the  delegates  to  both  party 
)nventions  were  still  chosen  by 
;her  means.  But  it  was  becoming 
fficult  for  party  leaders  in  states 
ithout  primaries  to  ignore  these 
imonstrations  of  voter  sentiment. 
In  the  late  1960s  and  early 


1970s,  the  United  States  experi- 
enced a  rise  in  popular  democratic 
sentiment  unmatched  since  at 
least  the  beginning  of  the  century. 
It  was  fueled  in  part  by  dissent:  by 
the  civil-rights  movement,  the  New 
Left,  and  protests  against  the 
Vietnam  War.  It  was  also  a 
result  of  a  much  broader 
popular  disillusionment 
with  party  leaders  and 
elected  officials.  A  crucial 
event  was  the  1968 
Democratic  convention, 
in  which  Vice-President 
Hubert  Humphrey 
received  his  party's 
nomination  without 
having  run  in  a  single 
primary.  Like  reform- 
ers in  the  early  20th 
century,  supporters 
of  other  candidates 
demanded  changes 
in  the  system  to 
ensure  that  in  the 
future  the  people, 
not  the  "bosses" 
and  the  "estab- 
1  i  s  h  m  e  n  t ,  " 
would  contro 
the  nominat- 
ing process. 

In  the 
years  after 
1968,  the 
reformers  enjoyed  great 
success.  By  1980  the  number 
of  presidential  primaries  had 
risen  from  15  to  35;  and  in  1992,  there 
will  be  38  primaries,  choosing  over 
80%  of  the  delegates.  Indeed,  so 
decisive  has  the  primary  system 
become  that  the  party  convention 
now  plays  virtually  no  role  in  select- 
ing a  candidate.  In  the  last  five  pres- 
idential elections,  candidates  have 
almost  always  locked  up  the  nomi- 
nation well  before  the  end  of  the  pri- 
maiy  season. 

But  the  success  of  the  primary 
system  has  created  its  own  prob- 
lems. Critics  complain  that  voters 
in  a  few  states  with  early  primaries 
exercise  disproportionate  influ- 
ence; that  the  process  of  running  in 
multiple  primaries  is  too  expensive 


and  favors  candidates  able  to  raise 
large  sums  of  money;  that  inde- 
pendent voters  are  excluded  from 
voting  in  most  states  (one  reason 
why  voter  turnout  in  primaries  is 
even  lower  than  the  dismal  turnout 
that  has  become  the  norm  in 
general  elections).  Some  critics 


have  revived  the  call  of 
Theodore  Roosevelt  and  Woodrow 
Wilson  for  a  national  primary;  oth- 
ers advocate  restoring  significant 
power  to  party  leaders  and  the  con- 
vention itself.  The  primary  system 
has  never  been  static,  and  it  will 
almost  certainly  continue  to 
change.  But  there  is  almost  cer- 
tainly no  alternative  to  a  selection 
process  based  on  popular  partici- 
pation. In  the  end,  only  informed 
and  active  voters  can  make  the  sys- 
tem succeed.  ■ 

This  text  was  written  by 

Alan  Brinkley,  Professor  of  History, 

Columbia  University 


r --^       his  brief  history  of  American 
presidential  primaries  is 
the  first  of  four  such  essays 
that  ITT  will  present  in  the 
course  of  this  election  year. 
:  -I      Whatever  our  political 
beliefs  or  our  party  affiliations,  we  all  have 
a  stake  in  the  outcome  of  our  electoral 
process.  And  one  way  to  encourage  broad 
partjicipation  in  the  political  process,  we 


hope,  is  to  I  '  i  First  in  a 

help    Amer-  SerieS  Of 

icans  under-  ■  meSSageS 

stand  how  the  |  ^^^K  .  JfOITl 

system  works  i  .  i  ;  i  i  i 

and  where  it  I  ^  !  ' 

came  fix)m.  Its  Rand  V.  Araskog,  Chairman, 

importance  President,  and  CEO.  ITT 

cannot  be  over  emphasized;  our  present  and 
future  depend  on  it. 


.etter  From  New  Haven 


U  STUDENTS  PAY?  THE  ADMINISTRATION  IS  TRYING  TO  CUT  JOBS— AND  WHOLE  DEPARTMENTS 


il  YALE,  BUDGET-CUTTING  101 
S  NO  GUT  COURSE 


rale  University's  Hall  of  Graduate 
Studies  has  been  home  to  some 
of  the  country's  most  renowned 
inkers.  Leading  authors  of  American 
jtory  and  architects  of  modern  literary 
5ory  have  tutored  their  successors  in 
gloomy  rooms.  With  its  Gothic  tower 
d  grassy  environs,  HGS,  as  everyone 
lis  it,  has  provided  a  peaceful  setting 
r  scholarship  for  60  years. 
This  semester,  however,  nearby 
lelps  Gate  no  longer  seems  such  a  stal- 
irt  guardian  of  the  campus.  The  real 
)rld  has  intruded.  Yale,  one  of  Ameri- 
's  great  institutions,  finds  itself  in  the 
me  plight  as  the  rest  of  the  nation — 
s\mg  the  pinch.  There's  a  yawning 
dget  gap  and,  to  close  it,  the  adminis- 
ition  is  taking  a  cue  from  Corporate 
nerica:  It  plans  to  downsize  by  cutting 
3S  and  whole  departments. 
While  undergrads  have  been  little  af- 
cted,  serenity  has  been  sorely  lacking 
HGS  lately.  Already  angry  because 
ey  have  little  input  in  university  deci- 
)ns,  grad  students  have  dropped  their 
oks  for  days  at  a  time  to  picket  the 
.11.  Up  on  the  third  floor,  linguistics 
ofessors  are  desperately  lobbying  to 
ve  their  department  from  annihilation, 
le  reluctant  annihilators.  Provost 
■ank  M.  Turner  and  his  five  assistants, 
e  down  on  the  ground  floor,  trying  to 


sell  drastic  cuts  to  an  increasingly  disaf- 
fected faculty.  Meanwhile,  the  faculty  is 
resorting  to  tactics  that  would  have  done 
the  old  Kremlin  proud,  forming  commit- 
tees on  top  of  committees  to  deal  the 
plan  death  by  review. 

Come  hell  or  bureaucratic  high  jinks. 
Turner  must  plug  Yale's  $8.8  million 
budget  hole.  This  he  will  do,  he  says,  by 
making  permanent  cuts  in  overhead.  His 
plan  is  to  eliminate  10''  of  faculty  posi- 
tions through  attrition,  which  would 
close  the  gap  and  free  up  funds  to  reno- 
vate Yale's  beautiful  but  crumbling 
buildings.  "If  you're  going  to  cut,  you 
inevitably  make  judgments  that  cannot 
be  universally  approved,"  says  Deputy 
Provost  Charles  H.  Long. 
SOLIDARITY.  Until  a  few  weeks  ago,  the 
refrain  outside  HSG  was:  "Yale,  Yale,  ne- 
gotiate. You're  becoming  second-rate." 
The  voices  of  the  grad  students  mingled 
with  those  of  custodial  and  clerical  work- 
ers, who  had  been  working  under  an 
expired  contract.  The  grad  students, 
seeking  their  own  union  to  lobby  for 
better  pay  and  to  gain  more  voice  in 
decisions  that  will  shape  Yale's  curricu- 
lum for  years,  aligned  with  the  workers. 
In  the  end,  Yale  negotiated  a  settlement 
with  the  union  on  Feb.  19.  But,  in  a 
show  of  solidarity  with  the  grad  stu- 
dents, union  members  stayed  off  their 


REBUILDING 
AMERICA'S 
NEIGHBORHOODS 
IS  EVERYONE'S 
BUSINESS. 


When  one  neighborhood 
declines,  a  whole  community  con 
collapse  like  a  house  of  cords. 

That's  why  a  non-profit  part- 
nership called  NeighborWorks  is 
rebuilding  housing  and  building 
a  stronger  community  And  that's 
good  for  business. 

So  make  it  your  business  to 
get  involved.  Write  Neighbor- 
Works,  PO.  Box  41406,  Balti- 
more, MD  21203-6406.  Or  call 
1-800-245-6957 


"NeighborWorks 

Reversing  decline.  Rebuilding  pride. 
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Now  you  cai^ 
and  not 


Introducing  new  RISC  System/6000  POWERstatiei 


If  voii  re  iiitcrcstrd  in  open  system^  hut  don'l  want  to 
snftrr  the  ^lin<^^  and  arrows  ot  outraf^eous  prices. 
IBM  is  al)ont  to  hit  vou  whore  vou  live.  I  he  RIS(! 
Systeni/OOOO  "  POW  KHstation  2i20  give^  \ou  more 
wallop  lor  voiir  tnone\.  v\ liile  deliverinji  a  lielt\  25.*> 


SI*K(  iniarks."  I  hat  s  cotii|)ared  to  the  SI  N 
SPKCinarks  and  the  I      :.'>()( )()V"  I7.». 


h:;  -  13.  ^ 


Model 

Entry 
Grayscale 
Workstation" 

Entry 
8-bit  Color 
Workstationt 

IBM  220W 

$7,185 

$9,995 

HP  705/710 

$8,415 

$14,065 

Scientists  see  stars. 

( .        users  can  start 
with  a  grayscale  work 
station  w ith  a  pa<fing 
disk  lor  ju.st  $7,185.  II 
it  s  ( ;  \  I )  clout  vou  re 
altcMV  vou  <  an  f^el  a 
workstation  speciallv 
outtitled  lor  niechani 
cal  desif^n — witli  20 
color  fj;raphics  and 
lOOMBoinxed 
disk  stora<;e — lor  ordv  $*J.*>*)5. 


■■■  n 

mm  mmm  1 
■■■■  ■  J! 

la 


MKxIels  in  Ilie 


POW KRstation  220  series  come  with  two  e\|)ansion' 


•In  Canada,  call  1  800  465  1234  ••16MB,  Paging  Disk,  Display,  Operating  System,  Graphical  User  Interlace  ■  I6IVIB,  400MB  Disk,  Display.  Operating  System,  Graphical  User  Inlerlacel 
IBM  IS  a  registered  trademark  and  RISC  System/6000  is  a  trademark  of  International  Business  Machines  Corporation  SPECmark  is  a  geometric  mean  ot  the  ten  SPECmark  tests  anci 
trademark  of  Standard  Performance  Evaluation  Corporation  All  SPECmark  figures  listed  are  as  published  by  their  respective  manufacturers  All  prices  listed  are  MSRP  Remarketer  pi 
vary  IPC  is  a  trademark  cjt  Sun  Microsystems,  Inc  DEC5000  is  a  trademark  of  Digital  Equipment  Corporation  UNIX  is  a  registered  trademark  of  UNIX  Systems  Laboratories  HAGAR  j 
HORRIBLE  Character(s) "  ■  1992  King  Features  Syndicate  Inc  'cil992  IBM  Corp 


•.OB 


et  more  clout 
lobbered 


1  POWERservers  that  pack  more  punch  for  less. 


slot!- ami  upgradable  l  ompoin'iits.  \ii(l  indiislrv- 
standard  memory  upgrades  and  add-ons  lor  both 
are  affordable,  so  growing  won  1  be  a  pain. 

Striking  a  blow  for  business.  Tbe  FOWERserver 
220  is  gn^at  lor  commereial  UNIX"  solutions,  too. 
You  can  configure  it  as  a  commercial  server,  to  give 
your  business  the  speed,  muscle  and  openness  ol 
UNIX,  for  only  $9,715.  And  tb.-  1  WERserver  220 
is  as  expandable  as  all  our  otlii  r  models. 


IBM  is  in  your  corner.  Nobody  else 
delivers  tbe  knockout  support  ol  IBM.  An 
IBM  customer  engineer  can  install  your 


macbines.  configure  your  network  and  integrate 
all  vt)ur  systems,  wbetlier  tbeyVe  made  by  IBM  or 
not.  And  IBM  (,redit  (Corporation  has  flexible 
finaiK  ing  packages  to  meet  your  needs.  Get  bit 
with  tbe  details.  Call  your  IBM  marketing  repre- 
sentative or  Business  Partner.  I  or  literature,  call 
I  800  IBM-6676,ext.  760? 

And,  tor  tliose  who  decide  to  shop  for  UNIX 
solutions  elsewhere,  a  word  ol  advice.  Duck. 


h(^  RISC  System/6000 

For  the  Power  Seeker. 


Do  you  know 
your  cholesterol  number? 

HKiH  —  A  cholesterol  niiiuber  ol  240  or  higher  nie;ins  you're  at  greater 
risk  ot  heart  disease. 

BORDKRLINK  UHAl  —  A  cholesterol  number  hetvveen  200  and  239  is 

borderline,  possibly  putting  you  at  increased  risk  ot  heart  disease. 

DESIRABI.K  —  A  cholesterol  number  below  200  is  desirable. 

The  higher  the  number,  the  higher  your  risk  ot"  heart  disease. 

Find  out  your  cholesterol  number. 

And  ask  your  doctor  what  it  means  to  you. 


The  National  Cholesterol  Education  Program 

riic  N;iluiii,il  IIl-.iiI,  I  unj;,  .irkl  Wood  iiisimuc 
N.ilKiruil  Iiistilulcs  111  Hc.illli.  Puhhi,  HcmIiIi  .ScrviLC 
V  S.  DL'p.irliiicMl  111  HimIiIi  ;intl  Human  .Services 


jobs  for  three  days  anyway.  In  econorr 
caily  depressed  New  Haven,  that  wi 
quite  a  statement.  "They  need  to  work 
says  Jacob  L.  Buchdahl,  an  undergn 
who  works  part  time  in  the  dining  hal 

With  the  strike  threat  out  of  the  wa; 
the  university's  largest  problem  is  ge 
ting  its  faculty  to  accept  painful  cut 
Much  of  the  money  is  needed  to  rehabi 
tate  the  campus  infrastructure.  In  sorr 
dorms,  ceilings  leak,  cockroaches  do  e 
erything  but  type  term  papers,  and  tl 
heating  is  so  Dickensian  that  studen 
sometimes  sleep  in  parkas. 

But  people,  not  buildings,  are  the  lif 
blood  of  the  institution,  the  professo 
insist.  And  they  can't  see  'why  Ya 
should  shell  out  some  $400  million  1 
redo  its  buildings  in  the  midst  of  a  bu^ 
get  crisis.  Why  not  dip  into  the  $2.5  b: 
lion  endowment  a  bit  more?  That's  whi 
Princeton  University  did,  and  it  ma 
aged  to  merely  nibble  at  its  academ 
programs.  Skip  some  repairs,'  the  pro: 
argue,  and  you  can  leave  the  disti: 
guished  faculty  almost  untouched. 

As  it  stands  now,  applied  physics,  lii 
guistics,  and  operations  research- 


Yale  wants  to  fix  crumbling 
buildings,  but  the  faculty 
wants  the  school  to  skip 
the  repairs  and  maintain  stafi 


mathematics  subfield  witii  business  aj 
plications — are  to  be  eliminated.  Eng 
neering  and  sociology  were  given  las 
minute  reprieves,  but  they'll  still 
deeply  slashed.  Even  though  facult 
cuts  and  department  downsizing  wi 
come  through  attrition,  there's  littl 
wonder  why  professors  feel  threatene( 
If  the  plan  goes  through,  they'll  have  t 
teach  more  classes  and  have  less  tim 
for  research,  further  dimming  chance 
for  associate  profs  to  win  tenure. 

And  what  do  the  cuts  mean  to  th 
average  undergrad?  Not  much.  Varsit 
wrestling  is  out  and  freshmen  may  r( 
tliink  engineering  majors,  but  uppei 
classmen,  except  for  a  handful  of  lii 
guistics  students,  won't  have  to  chang 
their  plans  much.  I'm  a  sophomore  mat 
major,  and  my  schedule  is  unaffected. 

The  only  cut  that  has  roused  the  ur 
dergrads  has  been  eliminating  dinne 
service  in  freshman  commons.  Student 
wrote  letters  and  donned  T-shirts  b( 
moaning  the  end  of  a  great  Yale  trad 
tion.  Leisurely  dinners  in  the  wood-par 
eled  dining  hall  have  led  to  many 
lifelong  friendship  among  Yalies. 

So  what's  all  the  fuss  about?  Why  th 


30  D  BUSINESS  WEEK/MARCH  16,  1992 


LET 


THIS  MAN  SOLVED  YOUR  NEXT 
BUSINESS  COMMUNICATION 
PROBLEM  50  YEARS  AGO. 


His  name  was  Channing  L.  Bete. 

Haifa  ccntuiy  ago,  he  invented  Scnptography,  a  unique 
eombinanon  of  text  and  graphics  that  reaches  readers  of  all 
backgrounds  and  educational  levels  Otir  company  bears  its 
loundei's  name  today,  and  applies  his  mx'ention  woridwide. 

If  you  have  a  business  communication  challenge  —  employee,  pubUc  or  customer 

the  odds  are  ovetAvhelming  that 
we  have  a  product  to  address 
It,  and  the  services  to  meet  it 
on  your  terins.  And  if  \'ou  ha\'e 
a  need  we  hav^en't  anticipated, 
then  we'll  innovate;  just  ask. 

There  are  two  ways  to  use  our 
materials:  to  put  out  fires,  and  to 
prevent  them.  When  )'0U  ha\'c  a 

communication  crisis,  call  us  —  wc  can  get  the  solution  there  m  a 
couple  of  days.  When  you're  planning  ahead  (in  relative  calm)  lor 
your  communication  programs,  make  us  [lart  ol  your  plans. 

Perhaps  the  first  thing  to  do  is  give  our  Ikisincss  Communication  Group  a  call.  The  number  is 
1-800-333-5562.  Call  whether  )'ou're  looking  to  hll  immediate  needs  or  to  learn  more  about  us 
lor  the  luture.  We're  eager  to  talk  with  )'OU  in  either  case.  (Bv  the  way.  tin  /iis(  p.amc  ihymcs  witli  "whcdt".) 

Channing  L.  Bete  Co.,  Inc. 

Business  Communication  Group 

200  State  Road  •  South  Deerfield,  MA  01373-0200 

We've  solved  your  next  business  eommiinieation  pvohlem. 


To  start  building  a  car,  or  J  anything  else  today,  you  need  more 
than  designs  and  determination.  You  need  a  freight  transportation 
partner  you  can  rely  on.  One  with  proven  ability  to  deliver  the  right 
product  at  the  right  time.  A  partner  like  CF  MotorFreight. 

We  pride  ourselves  on  being  an  integral  part  of  your  business,  in 
industries  ranging  from  automobiles  to  aerospace,  computers 
to  retailing.  Tliat  means  playing  a  vital  role  in  Just-In-Time 
manufacturing,  inventory  management  and  distribution.  It 
means  dedicating  ourselves  to  increasingly  sophisticated 
levels  of  communication,  and  providing  the  flexibility  to 
make  your  business  more  competitive.  But  above  all,  it  means 
truly  understanding  and  responding  to  your  needs. 

As  a  Consolidated  Freightways  Company  we  satisfy  customers 
by  offering  the  most  complete  range  of  customer  focused  services  in 
the  industr).  All  supported  by  unmatched  shipping  management  systems, 
by  CF  EXCEL,  our  quality  process,  and  by  a  team  of  professionals  devoted 
to  serving  both  your  business  and  that  of  your  customers. 

Let  us  give  your  company  a  head  start.  Because  at  CF  MotorFreiglit, 
we  don  t  just  help  build  products.  We  help  build  businesses  and 
keep  them  growing. 


1 


COnSOLIDRTED  FREIGHTUJnVS,  IRC. 


WE  PLT  YOU  MILES  AHEAD 


Companq 


CF  Motor-Freight,  a  CF  Company.  Our  iuternwcliate  and  long-haul  LTL  motor  carrier 


Macon  Presents  The  Fastest  Way 
To  Get  Your  Business  Rolling. 

By  road,  rail,  air  and  ocean,  Macon  is  ready  to  move  your  company  in  the 
risht  direction.  It's  Georgia's  distribution  crossroads,  S'vins  you  fast-lane  access 
to  the  South's  36-million  population.  And  you'll  be  close  to  Atlanta  International 
Airport,  which  puts  80%  of  U.S.  consumers  within  two 
hours  reach. 

Macon  has  its  own  airports,  too,  and  piggyback 
rail  service  to  the  deepwater  seaports  of  Savannah  and 
Brun.swick. 

[-•lus,  with  its  skilled  work  force  and  strong  industrial  base,  Macon  is  a  great  place 
to  make  it,  as  well  as  move  it.  J%n#^l  ML 

To  find  out  all  the  bottom-line  reasons  to  locate  in  ClUjWdl^a 
Georgia,  please  write  us.  Or  call  404-656-9306.         The  State  OfBusincSSTodav 

Macon.  Another  way  to  stnke  it  nch  in  Georgia.  ' 


BWIs  I'll  l;,,,  i: 


flood  of  national  headlines?  After  ai 
budget  battles  have  disrupted  campuse 
across  the  U.  S.,  and  undergrads  her 
aren't  occupying  the  president's  office 
The  answer,  of  course,  is  that  Yale  i 
Yale,  second  only  in  recognition  to  th 
university  we  sometimes  call  "tha 
school  near  Boston."  And  the  spectacl 
.of  a  fractious  budget  fight  just  doesn' 
jibe  with  Yale's  lingering — but  outda' 
ed — image  as  a  bastion  of  Waspy  blu( 
bloods  such  as  George  Bush.  Sure,  ol 
Blues  still  sing  Boola  Boola  while  drinl 
ing  at  their  eating  club,  Mory's,  but  no; 
about  half  the  students  depend  on  finar 
cial  aid.  We  wear  T-shirts,  not  ties 
Women  have  been  here  for  20  years. 
ANGRY  PROFS.  Still,  even  in  the  heat  o 
the  budget  battle,  there  is  an  effort  t 
retain  some  Ivy  League  gentility.  Th 
faculty  seems  to  presume  that  here,  i 
nowhere  else,  a  certain  code  of  gentk 
manly  conduct  remains  in  force.  As  Eri 
V.  Denardo,  chairman  of  the  doomed  oj 
erations  research  department,  said  to 
packed  faculty  meeting;  "This  adminis 
tration  has  violated  Yale's  tradition  o 
reciprocal  trust  and  good  faith." 

The  faculty  charges  that  the  adminis 
tration  has  been  sneaky,  not  sharing  d€ 
velopments  with  colleagues.  Naturally 
professors  in  the  departments  targete( 
for  the  deepest  cuts  are  the  angriest 
Applied  physics  Chairman  Werner  P 
Wolf  epitomizes  the  faculty  firebrands 
Soon  after  the  budget  was  released,  h- 
began  attacking  it  and  Provost  Turner 
As  far  as  he's  concerned,  nothing's  set 
tied.  "They  made  a  proposal.  I  don't  ac 
cept  it,"  Wolf  says  in  his  booming  voice 

If,  as  Wolf  believes,  Turner's  recom 
mendations  will  be  significantly  modi 
fied,  the  engineers  and  sociologists  mai 
have  Donald  M.  Crothers  to  thank.  Th( 
biochemistry  professor  has  become  th( 
mild-mannered  answer  to  Wolf,  but  hi; 
attacks  sting  nonetheless.  "I  lielieve  w( 
are  suffering  from  an  administrativf 
bloat,"  he  charges.  "It's  very  hard  foi 
an  administration  to  acknowledge  tha 
it's  part  of  the  problem." 

It's  hardly  a  surprise  that  no  one  is 
willing  to  volunteer  for  financial  sacri 
fices.  The  candidates  offered  up,  build 
ings  and  the  endowment,  can't  speak  ir 
their  own  defense.  Meanwhile,  with  theii 
review  committees,  the  i)rofessors  hop( 
they  have  created  enough  bureaucratic 
sludge  to  delay  the  plan  and  maybe  ever 
alter  it. 

So  if  you're  looking  for  a  nice,  insulai 
world  where  everything  is  lux  et  Veri- 
tas . . .  well.  New  Haven  still  has  some 
excellent,  cozy  little  pizza  joints. 

DAVID  LEONHARDl 
Lconhardt.  a  former  BUSINESS  WEEK  in- 
tern, cloesH  Y  kuoic  the  words  to  Boola 
Boola. 
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NATURE'S  SECOND  EDITION,  venter 

day's  newspaper  is  stale  bread.  But  when  earth's 
precious  cellulose  products  have  outlived  their  first 
appearance,  advanced  paper  machines  step  in  to 
create  nature's  second  edition.  In  fact,  today's 
waste-paper  technology  gives  paper  products 
as  many  as  eight  lives.  So  the  pages  of  this  periodi- 
cal may  well  be  reincarnated  as  paper,  tissue  or 
board— over  and  over  again.  This  is  the  concrete 
contribution  performed  by  the  paper  professionals 
of  a  Swiss-based  Technology  Corporation.  To  us,  a 
concern  for  ecology  is  second  nature. 

5ULZER* 

The  benefits  of  technology 


Active  in  over  120  countries  around  the  globe. 

Weaving  Macliines  ■  Paper  Technology  ■  Medical  Engineering  ■  Pumps  ■  Thermal  Turbomachinery  ■ 
Process  Technology  ■  Hydraulics  ■  Reciprocating  Compressors  ■  Surface  Technology  ■  Locomotives  8  Gears  ■ 
Thermal  Power  Systems 

Sulzer  Brothers  Limited  CH-8401  Winterthur,  Switzerland  Phone  052-262  1122,  Fax  052-262  0101 

Sulzer  Bros  Inc  200  Park  Avenue,  New  York,  NY  10166,  Phone  212-94909  99.  Fax  212-370  1138 

Sulzer  Canada  Inc.,  295  Hymus  Blvd..  Pointe  Claire  (Montreal)/Quebec,  Canada  H9R  1G6,  Phone  514-695  8320, 
Fax  514-69798  62 
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Why  your  nea 

should  be  J 

Graphical  computing  is  the  way  the  world  is  going. 

The  editorials  agree.  The  industry  pundits  agree. 
Even  our  competitors'  ads  agree. 

The  kind  of  computing  Apple"  Macintosh  personal 
computers  first  made  popular  back  in  1984  is  the  way  a 
computer  should  work. 

But  with  an  architecture  optimized  for  graphical 
computing  from  the  very  beginning,  Macintosh  remains 
the  defiiiitive  fonn  of  gra|)hiail  computing.  As  Peter  Lewis 
of  The  New  York  Times  recently  noted*  the  Macmtosh 
operating  system  is  simply  "better  than  DOS  or  Windows." 

And  now,  with  new  Macintosh  versions  of  popular 
DOS  programs  like  Lotus  1-2-3,  you  can  have  all  the 
benefits  of  a  Macintosh  without  sacrificing  any  of  your 
investment  in  DOS  PCs,  applications  and  data. 

When  you  combine  the  unique  features  of  a  Mac" 
with  the  new  Lotus  1-2-3  for  Macintosh,  you  get  what  the 
editor  of  the  industry  nemkiler  Softletter  describes  iis 
nothing  short  of  a  "design  triumph!' 

It  has  all  the  power  you  expect  from  the  world's 
most  popular  spreadsheet.  Plus  exciting  new  features  like 
in-cell  editing  and  the  flexibility  to  directly  manipulate 
data,  text  and  graphics  all  in  the  same  file.  Powerful 
new  3-D  capabilities  allow  you  to  work  down,  across  and 
through  a  series  of  worksheets.  And  there's  even  a  new 
level  of  charting,  graphing  and  drawing  capability  that's 
unique  to  Macintosh.  (It's  also  fully  compatible  with  all 
other  versions  of  1-2-3.) 

But  Lotus  1-2-3  isn't  the  only  popular  DOS  program 
designed  specifically  for  Macintosh  computers. 

For  more  information  about  Lotus  1-2-3,  call  800-TRADEVP,  ext.  6007.  About  FoxBASE+ZS^-li 

'From  {kJiihtr  Jf).  I')9I.  aitttrm  of  T\]e Hew yorkTmes  ©  1902 /\pple(i)fnputer,  !nc  ApfiU;  Ihc Afiftle hjio.  Mm.  MMmta\humt  Jhv /m'er  lii  fx'  vnur he.\l  im- rc}>v,k-TrJ IraeienMrh,  atuJ \uf>trl/nri' l\  a  fnui-miirk ifyipL' u>rnf>rjUr  I'lt  hifiL^ami  !  J  i ure  nfiisliri'J /rMJermirks 

Micrasofl  CffTp  I'NIX   a  n-^i^ttrtd  trtukmark  of  Vtm  S\stem  luihitraUtnes.  Inc  (XS/2   a  rei'i'iUrai  IriuUmirk  of  IntmiaSunuU  Husinm  Madmm  Q^^^  (iBASE   a  refiiskreeJ  tnu/cmurk  of  NtuFra  Stiflware.  Inc  Menlmi  of  tImJ  party  products;  is  for  mfonnaiiom!  purpa  ■ 

30) 


)OSconpiiter 

/ladntosn. 


Take  the  new  WordPerfect  for  Macintosh.  Its  com- 
pact, easy-to-understand  menus  and  streamlined  dialog 
boxes  give  you  access  to  all  the  features  you're  used 
to  from  the  leading  word  processor,  along  with  some 
exciting  new  capabilities  added  just  for  Macintosh. 

There's  also  the  powerful  new  FoxBASE+/Mac, 
which  is  up  to  10  times  faster  than  most  other  database 
packages.  It  takes  full  advantage  of  tlie  graphic,  intuitive 
Macintosh  way  of  working,  and  allows  Macintosh  and 
DOS  users  to  access  the  same  ih\2cSimultaneomly. 
And  it  can  read  dBASE  files,  too. 

There's  even  Novell  NetWare  for  Macintosh,  which 
connects  Mac  into  the  most  popular  PC  networking  soft- 
ware in  the  world  today  It  lets  you  take  advantage  of 
the  networking  capabilities  built  into  every  Macintosh 
personal  computer  to  integrate  with  virtually  any  other 
operating  system:  DOS,  Windows,  OS/2  and  even  L^NDC. 

All  these  programs  take  advantage  of  the  built-in 
Apple  SuperDrive"  disk  drive  to  let  you  easily  exchange 
information  between  your  MS-DOS  and  Macintosh 
computers  on  a  standard  W  floppy  disk. 

Their  combined  power  is  even  greater  because  -  like 
all  Mac  programs  -  they're  designed  to  work  together 

For  the  name  of  the  authorized  Apple  reseller  near 
you,  call  8OO-538-9696,  ext.  825.  Or  for  more  informa- 
tion on  any  of  these  programs,  see  the  numbers  below. 

You'll  discover  tliat  Macintosh  may  be  the  most  pow- 
erful, flexible,  affordable  DOS  computer  you 
can  buy  today.  The  computer  with  the  power  ^ 
you  really  want.  The  power  to  be  your  best: 


837-FOX2.  About  WordPerfect,  call  800-526-2314.  About  NetWare,  call  SOO-NETWARE. 


oration.  FoxBASE*  and  FoxBASE+/Mac  are  registered  trademarks  of  Fox  Software,  Inc  WordPerfect  is  a  registered  tradertmrk  of  WordPerfect  Corp  NetWare  is  a  registered  trademark  of  Novell.  Inc  MS-DOS  is  a  registered  trademark  and  Windows  is  a  trademark  of 
ations  and  descriptions  were  supplied  by  the  respective  vendor  or  supplier  All  understandings,  agreements  or  warranties,  if  any.  take  place  directly  between  the  vendors  and  the  prospective  users.  This  ad  was  created  using  Macintosh  personal  computers 
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HOKUMAC 

15    19  JAN  1992 


C-B-R  MUNCHEN 
1  . 9  FEB  1992 


INHORGENTA 
MUNCHEN 
7-  10  FEB  1992 


\ 


mm 


MODEWOCHE- 

MUNCHEN 

16  -  18  FEB  1992 


ISPOSPRING 
77  FEBRUARY  - 
1  MARCH  1992 


IHM 

14   22  MARCH  1992 


BAUMA 

6  -  12  APRIL  1992 


109lh  CONGRESS 
OF  THE  'GERMAN 
SURGICAL  SOCIETY' 
21    25  APRIL  1992 


ANALYTICA 
5   8  MAY  1992 


ELTEC 

25  .  27  JUNE  1992 


MOOEWOCHE- 

MUNCHEN 

16  -  18  AUG  1992 


ISPO-AUTUMN 
I  -  i  SEPT  1992 


INHORGENTA- 
AUTUMN  MUNCHEN 
12    14  SEPT  1992 


IMEGA 
19  23 
SEPT  1992 


DEUTSCHER 
APOTHEKERTAG 
1  -  4  OCT  1992 


V 


SYSTEC 

20 -23  OCT  1992 


ELECTRON  ICA 
10  •  14  NOV  1992 


15!h  HEIM  + 
HANOWERK 
28  NOVEMBER  ■ 
6  DECEMBER  1992 


Some  of  the  most  important  are  in 
Munich.  And  it's  no  wonder  Munich 
simply  has  so  much  to  offer  as  a  trade 
fair  centre.  At  the  heart  of  Europe,  it  is 
the  ideal  venue  for  experts  and  deci- 
sion-makers from  all  over  the  world  - 
for  a  first-class  professional  public. 
Munich  trade  fairs  are  perfectly  or- 
ganized events  with  clearly  defined 
target  markets -for  visitors  and  exhibi- 
tors alike.  And  Munich  is  always 
good  for  international  contacts.  Here 
you  are  bound  to  be  in  the  right  place 
at  the  right  time.  Come  to  the  Munich 
trade  fairs  and  turn  your  appointments 
into  business  success. 
For  further  information,  please  contact: 
Munchener  Messe-  und 
Ausstellungsgesellschaft  mbH,  Post- 
fach  12  10  09,  D-8000  Munchen  12, 
Telephone  89/51  07-0. 


MESSE  MUNCHEN 


INTERNATIONAL.  FOR  FIRST-CLASS  BUSINESS. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


ROSS  YOUR  FINGERS,  KNOCK  WOOD: 
HAT  MAY  BE  A  RECOVERY  OUT  THERE 


MOMY:  WEAK  NOW, 
FRONGER  LATER? 


JAN, '92 


rhe  flurry  of  upbeat  data  in  January  and  February 
contains  hopeful  signs  that  faster  growth  lies 
ahead.  It  shows  that  consumers  aren't  acting  as 
ressed  as  they  say  they  feel,  housing  is  responding  to 
er  financing  costs,  car  sales  are  a  little  stronger,  and 
industrial  sector  appears  to  be  regaining  some  of  the 
nentum  it  had  lost. 

ut  these  signs  are  far  from  conclusive.  Growth  in  the 
-ent  quarter  is  shaping  up  to  be  a  carbon  copy  of  the 
rth  quarter's  lackluster  performance,  and  the  crucial 
ports  to  a  quickening  of  business  activity — faster 
wth  in  employment  and  household  incomes — have  not 
fallen  into  place.  Slowly  but  surely,  lower  interest 
;s  will  bring  this  zombie  of  an  economy  back  to  life, 
the  key  word  here  is  "slowly." 

This  economy  has  been  in  a 
three-year  period  of  stagnation 
unprecedented  in  the  postwar 
era.  Since  the  first  quarter  of 
1989,  real  gross  domestic  prod- 
uct has  grown  at  an  annual  rate 
of  just  0J)7<  ,  and  growth  in  any 
one  quarter  has  not  been  great- 
er than  1.9%'.  That  is  a  record  of 
unrelenting  economic  malaise 
topped  only  by  the  1980-82  peri- 
od. But  those  years  had  a  recov- 
sandwiched  between  two  recessions, 
[ore  important,  the  past  three  years  have  seen  sharp 
vdowns  in  the  growth  of  payroll  jobs  and  household 
>mes  that  have  squashed  the  three-year  growth  rate 
•onsumer  spending  down  to  an  annual  pace  of  only 
'o.  The  point  here  is  that  consumers  hold  the  key  to 
:er  growth,  but  reversing  the  growth  trends  in  jobs, 
)mes,  and  spending — in  the  face  of  burdensome 
ts,  corporate  restructurings,  and  a  cautious  Federal 
,erve — will  not  come  easily  or  quickly. 

iADING  A  couple  of  government  indexes  sum  up 
CMS  the  economy's  story.  The  index  of  coinci- 

^^^^  dent  indicators — those  that  track  the 

DRTH  economy's  current  path — dropped  steeply 
January,  reflecting  the  first  quarter's  shaky  start. 
A^ever,  the  January  index  of  leading  economic  indica- 
5 — those  that  point  to  future  growth — posted  a  strong 
ti,  suggesting  better  times  ahead  (chart), 
'he  leading  index  rose  0.9%  after  posting  small  de- 
es in  three  of  the  past  four  months.  Seven  of  the  11 
icators  that  comprise  the  leading  index  contributed  to 
increase.  Higher  stock  prices,  more  building  permits. 
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and  gains  in  new  orders  for  both  capital  equipment  and 
consumer  goods  accounted  for  most  of  the  advance.  In 
contrast,  the  coincident  index  dropped  17'  in  January,  to 
the  lowest  level  in  4V2  years. 

One  immediate  problem  is  excessive  inventories  held 
by  retailers  and  wholesalers  last  quarter  that  are  de- 
pressing output  this  quarter.  The  Commerce  Dept.  says 
real  GDP  rose  at  an  annual  rate  of  0.87  in  the  fourth 
quarter,  instead  of  0.37  as  reported  a  month  ago.  How- 
ever, faster  inventory  growth  fueled  the  upward  revi- 
sion, while  overall  spending  was  revised  down. 

Nonfarm  inventories  rose  by 
$12.5  billion  last  quarter — far 
greater  than  the  $3.6  billion  in- 
crease initially  reported.  The 
breakdown  shows  that  manu- 
facturing stockpiles  actually  fell 
by  $9.9  billion,  but  retail  and 
wholesale  inventories  jumped 
by  $23.7  billion  (chart).  The  pile- 
up  of  nondurable  retail  goods 
was  especially  large. 

With  retailers  and  wholesal- 
ers awash  in  a  sea  of  inventories,  ordering  to  factories 
has  fallen  off,  and  manufacturers  are  trimming  their 
own  stock  levels.  Factory  inventories  fell  0.37  in  Janu- 
ary— the  fourth  consecutive  drop.  That's  why  industrial 
production  declined  in  November,  December,  and  Janu- 
ary. Without  a  faster  pace  of  consumer  spending  to  help 
lighten  inventories,  more  output  cuts  will  be  necessary. 

DETROIT  The  February  report  from  the  National 
SPEEDS  UP  Association  of  Purchasing  Management 
■'UST  suggests  that  the  recent  weakness  in 

^  ^'"^  manufacturing  may  be  bottoming  out. 

The  purchasing  managers'  composite  index  of  industrial 
activity  rose  to  52.47'  last  month,  from  47.47  in  January. 
A  reading  greater  than  50%  means  that  manufacturing 
is  growing.  The  NAPM's  readings  of  production  and  new 
orders  both  rose  smartly  in  February. 

But  it's  still  not  clear  if  those  gains  are  broad  or 
sustainable.  Auto  production  was  probably  the  biggest 
boost  for  February  output.  Carmakers  cut  their  January 
production  to  an  annual  rate  of  5  million  from  5.6  million 
in  December.  That  took  a  big  bite  out  of  industrial 
output  in  January,  but  based  on  Detroit's  February 
schedule,  car  production  bounced  back  to  5.6  million. 

Beyond  autos,  the  factory  outlook  is  less  cheerful. 
Factory  orders  in  January  rose  0.47-  from  December,  but 
a  1.47  drop  in  bookings  for  nondurable  goods  offset  the 
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month's  2.27^-  gain  in  orders  for  durable  goods.  That  was 
the  second  consecutive  decline  in  nondurable  orders — a 
result  of  the  inventory  overhang  at  retailers. 

For  manufacturers  of  nondurable  goods,  the  ratio  of 
inventories  to  sales  rose  sharply  in  December  and  Janu- 
ary. That  suggests  more  production  cuts  in  that  sector. 

NEW  HOMES  Consumers  weren't  eager  to  spend  in  Jan- 
FOUND  uary,  and  unless  incomes  begin  to  rise 

NSW  faster,  households  will  not  be  able  to  sup- 

OWNERS  p]y  lY^Q  thrust  that  the  economy  needs. 
Real  consumer  spending  for  goods  and  services,  adjust- 
ed for  inflation,  rose  a  mere  0.1%-  in  January. 

Services  accounted  for  all  of  the  month's  slim  gain, 
while  outlays  for  goods  were  unchanged.  Purchases  of 
goods  had  declined  at  an  annual  rate  of  4%  in  the  fourth 
cjuarter,  and  no  gain  in  January  means  that  retailers  and 
wholesalers  didn't  make  much  progress  toward  cutting 
their  bulging  inventories  down  to  size. 

Initial  readings  for  February 
show  that  consumers  did  step 
up  their  car  buying,  but  only  a 
bit.  Sales  of  domestically  made 
cars  rose  to  an  annual  rate  of 
6.2  million  in  February,  from  5.9 
million  in  January.  But  that's 
still  a  subdued  pace.  Until  car 
sales  rise  back  to  the  7  million 
rate,  doubts  will  remain  about 
the  general  readiness  of  con- 
sumers to  lead  an  upturn. 
To  do  that,  consumers  need  more  income.  Personal 
income  dipped  0.1%-  in  January  after  a  big  gain  in  De- 
cember that  was  fueled  by  onetime  factors.  After  infla- 
tion and  taxes,  real  income  has  grown  at  an  annual  rate 
of  1.7'/'  since  October.  That  pace  is  an  improvement  over 
previous  months,  but  it  won't  support  much  spending. 
Moreover,  without  a  lift  from  transfer  payments — 
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income  from  Social  Security  and  various  income-suppor 
programs — real  incomes  have  been  trending  down  ii 
recent  months  (chart).  From  September  to  January,  over 
all  real  income  has  risen  by  slightly  more  than  $11 
billion.  Excluding  transfers,  real  income  has  fallen  h] 
just  under  $18  billion.  Growth  in  the  important  wages 
and-salaries  component  of  income  has  been  about  flat 
reflecting  poor  job  growth. 

Although  sluggish  income  growth  is  keeping  a  lid  oi 
everyday  consumer  spending,  that  hasn't  deterred  som( 
consumers  from  taking  advantage  of  the  lowest  mort 
gage  rates  in  more  than  a  decade.  Sales  of  new  single 
family  homes  jumped  12.9%  in  January,  to  an  annua 
rate  of  612,000— the  highest  level  in  two  years  (chart) 

Curiously,  sales  of  existing 
homes  dipped  slightly  in  Janu- 
ary, to  a  3.2  million  annual  rate. 
But  the  logjam  in  mortgage  ap- 
plications during  the  month 
may  have  pushed  many  closing 
dates  into  February. 

A  more  serious  problem  for 
the  housing  recovery  is  the  re- 
cent backup  in  interest  rates. 
The  average  rate  on  30-year 
mortgages  in  late  February  had 
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risen  to  nearly  97o  from  a  17-year  low  of  8.37'  in  mid- 
January.  The  Mortgage  Bankers  Assn.'s  index  of  mort 
gage  applications  for  home  purchase  had  more  thar 
doubled  from  December  to  late  January.  But  by  late 
February,  the  index  had  dropped  by  25%.  That  may  hi 
signaling  a  sales  slowdown  in  February. 

Ultimately,  consumers  will  have  to  see  job-market  con- 
ditions and  income  prospects  improve  substantially  be- 
fore a  meaningful  economic  recovery  can  take  root 
Right  now,  many  sectors  are  improving  bit  by  bit.  But 
by  summer,  a  little  here  and  a  little  there  might  just  add 
up  to  the  real  thing. 


RETAIL  SALES 


Thursday,  Mat:  12,  8:30  a.m. 
Retail  sales  in  February  are  expected  to 
have  risen  by  0.5'/',  according  to  the  me- 
dian projection  of  the  economists  sur- 
veyed by  MMS  International.  Sales  had 
increased  by  0.6''  in  January — the  larg- 
est increase  in  eight  months.  Reports 
from  retailers  that  sales  continued  to 
improve  in  February,  plus  a  modest  up- 
tick  in  car  buying  in  the  month,  suggest 
the  rise.  The,  economists  expect  retail 
sales,  excluding  autos,  to  post  a  smaller 
gain  of  0.37'  .  The  housing  recovery  like- 
ly lifted  purchases  of  home-related 
goods,  and  a  price-induced  rise  in  gaso- 
line outlays  added  some  strength.  Even 
if  the  economists'  projection  i;  right,  the 


real  volume  of  sales — adjusted  for  price 
increases — will  still  be  below  its  fourth- 
(luarter  average. 

PRODUCER  PRICE  INDEX  

Friday,  Mar.  13,  8:30  a.m. 
The  MMS  consensus  expects  the  Febru- 
ary producer  price  index  for  finished 
goods  to  show  a  gain  of  0.27.  That 
would  follow  a  0.37'  decline  in  January. 
Higher  prices  for  energy  and  food  were 
not  a  factor  in  February,  say  the  econo- 
mists. Excluding  those  two  volatile  cate- 
gories, the  core  PPI  is  also  expected  to 
increase  0.27',  and  prices  of  intermediate 
and  crude  goods  should  remain  tame.  If 
the  projection  is  right,  PPI  inflation  dur- 
ing the  past  year  will  be  only  0.47,  and 
the  core  PPI  will  be  up  only  2.47. 


BUSINESS  INVENTORIES 


Friday,  Mar.  13,  10  a.m. 
Inventories  held  by  manufacturers 
wholesalers,  and  retailers  probably  fell 
by  about  0.27  in  January.  Manufactur- 
ers have  already  reported  a  0.37  cut  in 
their  stockpiles  for  the  month.  Factory 
inventories  were  brought  down  by  the 
combination  of  a  17  drop  in  manufactur- 
ing output  and  a  0.17  rise  in  factory 
shipments.  A  pickup  in  January  retail 
sales  probably  helped  retailers  reduce 
their  stock  levels  a  bit  as  well.  Overall 
business  sales  in  January  probably  rose 
by  about  0.37.  Inventory-cutting  in  the 
first  quarter  will  result  in  a  subtraction 
from  the  quarter's  growth  in  real  gross 
domestic  product. 
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LEASING  AN  ACURA  IS 
NOW  TWICE  AS  TEMPTING 


The  Acura  Legend.  Truly  remarkable  performance  from  a  luxurious  automobile. 


The  Acura  Vigor.  An  elegantly  appointed  sports  sedan  with  the  spirit  of  a  thoroughbred. 

If  you've  been  flirting  with  the  idea  of  leasing  a  performance  luxury  sedan,  be  prepared  to  give  in 
to  your  desires  in  a  matter  of  sentences.  For  a  limited  time,  American  Honda  Finance  Corporation* 
is  offering  some  of  the  lowest  lease  rates  on  both  the  Acura  Legend  and  the  Acura  Vigor. 

Which  might  put  you  in  something  of  a  quandary:  deciding  which  Acura  to  lease. 

The  Legend  is,  after  all,  a  true  performance  car,  generously  endowed  with  luxury  appointments  and 
safety  features.  While  the  spirited  personality  of  the  Vigor  is  only  equaled  by  the  refinement  of  its  mterior. 

Of  course,  with  rates  this  low,  you  might  be  tempted  to  get  both  cars.  But  then,  that  would  only  put 
you  in  a  completely  different  predicament. 

Every  morning,  you'd  have  to  decide  which  one  to  drive.  For  more    /'^T^  ^^CZ  i  I 
information,  or  the  location  of  a  nearby  dealer,  call  1-800-TO-ACURA.    y  y  prec  ision  crafiii)  performance 


Lease avnilnblc  on  approved  credit.  ©  1992  Acura  Division  of  American  Honda  hdotor  Co.,  Inc.  Acura,  Lei^end  and  Vi^r^orare  registered  trademarks  of  Honda  Motor  Co.,  Ltd. 
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WHY  DO  CONSUMERS  FEEL  SO  BADLY— AND  WHAT  WILL  SNAP  THEM  OUT  OF  IH 


America's  most  widespread  psy- 
choiojiical  malady  today  may  be 
an  acute  case  of  economic  funk. 
By  most  measures,  Americans  are  as 
depressed  about  the  economy  as  they've 
been  in  recent  memory.  The  (conference 
Board's  monthly  index  of  consumer  con- 
fidence— which  measures  how  buyers 
feel  about  the  economy  and  its  pros- 
pects— recently  dipped  to  4().3,  its  lowest 
level  since  December,  1974  (chart).  In  the 
past  five  months,  consumer  confidence 
has  jjlun^'ed  by  fully  one-third. 

('onsumer  blues  could  be  terrible  news 
for  a  U.S.  economy  strugf^ling  to  i)ull 
out  of  recession.  The  danj^er?  Consumer 
spendinji;  makes  up  two-thirds  of  the  na- 
tion's ^ross  domestic  product,  and 
a  dei)ressed  consumer  is  less  likely 
to  pull  out  his  wallet.  "It's  hard  to 
imaj^ine  how  the  economy  could 
recover  with  consumers  remaining 
this  depressed,"  says  Edward  Yar- 
deni,  chief  economist  at  brokerage 
tiouse  C.J.  Lawrence  Inc. 

Just  why  are  Americans  so  blue, 
even  as  solid  signs  of  economic 
recovery  appear?  New-home  sales 
have  risen,  factories  are  cranking 
up,  and  lower  interest  rates  are 
casing  debt  service  for  millions. 
But  until  the  average  Joe  sees  sus- 
tained evidence  of  these  gains, 
he'll  measure  his  mood  by  differ- 
ent yardsticks:  a  cousin's  recent  layoff, 
measly  4'/'  rates  on  bank  certificates,  the 
neighbors'  house  that's  listed  for  207' 
less  than  it  sold  for  three  years  ago. 
President  Bush's  floundering  reelection 
campaign,  and  Japanese  sniping  at 
American  work  habits. 
BIG  CHILL.  Even  if  the  economy  turns  u|) 
l)y  spring,  that  may  not  be  enough  to 
restore  the  high  levels  of  confidence  that 
most  folks  held  before  the  recession.  In- 
deed, the  deep-seated  pessimism  may  not 
completely  lift  until  the  country  sets 
about  making  fundamental  changes. 
"It's  one  thing  if  you  believe  growth  will 
resume  and  your  children  will  be  better 
off  than  you  are,"  says  Henry  J.  Aaron, 


an  economist  at  the  Brookings  Institu- 
tion. "No  one  feels  that  way  anymore." 

In  part,  the  problem  is  simply  that  the 
recession  is  wearing  on  longer  than 
most  anyone  expected.  To  many  Ameri- 
cans, the  downturn's  big  chilling  effect 
has  been  to  put  their  jobs  in  jeopardy — 
either  in  reality  or  in  some  fearful  imag- 
ining. Joblessness  keeps  rising,  most  re- 
cently to  7.17'  in  January.  More  telling 
to  job  hunters  is  the  dearth  of  employ- 
ment ads:  The  Conference  Board's  Help- 
Wanted  Advertising  Index,  which  tracks 
newspapers  across  the  nation,  fell  in 
January  to  its  lowest  point  since  1983. 

And  if  workers  don't  come  home  from 
the  office  worried  about  their  jobs,  they 
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get  a  reminder  many  evenings  on  the 
tube:  In  recent  weeks,  for  instance,  the 
TV  news,  newspapers,  and  magazines 
have  all  seemed  filled  with  reports  of 
contractions  and  layoffs  at  such  once- 
invincible  companies  as  IBM  and  General 
Motors  Corp.  The  headlines  and  hype 
often  ignored  the  fact  that  the  two  com- 
panies were  simply  providing  further  de- 
tails of  more  general  announcements  is- 
sued late  last  year.  Little  wonder,  then, 
that  Leo  J.  Shapiro  &  Associates,  a  Chi- 
cago researcher,  found  nearly  half  of  all 
Americans  expect  that  they  or  someone 
in  their  household  will  be  laid  off  or  face 
a  cut  in  work  hours  next  year. 

Even  some  who  aren't  in  danger  of 


getting  a  pink  slip  feel  a  lot  poorer 
Fully  627  of  consumers  say  their  after 
tax  income  is  down  from  six  months 
ago,  according  to  recent  surveys  by  mar  ^ 
ket  researcher  Sindlinger  &  Co.  Ona  \ 
again,  they're  probably  right:  Per  capita  5 
income,  adjusted  for  inflation,  has  stag 
nated  since  1986,  and  real  hourly  com 
pensation  in  manufacturing  actually  fel 
in  every  year  but  one. 

Compounding  the  worries  about  job;- 
and  wages  is  the  real  estate  slump.  Be- 
neath the  cocktail-party  chatter  about  5, 
who  got  a  great  deal  on  a  six-bedroom  5 
Victorian  fixer-upper,  Americans  seem  I 
to  have  been  stunned  into  a  persistent 
dismay  about  the  collapse  in  housing 
prices.  Nationwide,  the  average 
sale  price  of  a  new  home,  adjusted  : 
for  inflation,  has  fallen  by  nearly 
8'!  since  the  end  of  1987.  In  the 
hardest-hit  areas,  including  Cali-| 
fornia  and  New  England,  the  slide 
in  values  was  much  steeper. 

Far  harder  to  track,  but  as  im- 
portant to  the  consumer  psyche,  is 
America's  view  of  itself.  Andf 
these  days,  consumers  are  suffer- 
ing from  a  massive  inferiority! 
complex.  Thanks  to  critical  com- 
ments about  U.  S.  workers  by  Jap- 
anese politicians,  the  chronicallj 
eroding  market  share  of  DetroitI 
carmakers,  the  sale  of  U.  S.  assetsl 
to  foreigners,  and  the  prospect  of  a  Wik 
tougher  rival  in  a  united  Europe,  Ameri-  writ 
cans  are  discouraged  about  the  coun-kea 
try's  competitive  standing  vs.  the  rest  of 
the  world.  Indeed,  despite  the  burst  of 
"Buy  American"  spirit  that  followed  the 
President's  ill-fated  January  trip  to  Ja-  k 
pan,  Honda  Motor  Co.  and  Toyota  Motor  y.  By 
Corp.  both  expanded  their  share  of  the 
U.  S.  auto  market  that  month.  The  irony 
of  it  :  Overseas,  American  goods  are  do-l 
ing  just  fine,  thank  you.  The  U.  S.  trade 
deficit,  at  $74  billion,  last  year  closed  to' 
its  narrowest  gap  in  eight  years. 

Plainly  aggravating  consumers'  crisis 
of  confidence  is  a  sinking  feeling  that 
U.  S.  leaders  aren't  up  to  the  task  of 


laii  i' 
Jy 
le  iln, 
ill  of 

Painel 

Hk 
An; 


34  BUSINESS  WEEK/MARCH  16,  1992 


:tifying  what's  wrong.  As  Congress  in 
:ent  weeks  debated  how  to  jump-start 
3  economy  with  this  tax  cut  or  that,  it 
came  plain  that  there  were  few  even 

Capitol  Hill  who  believed  the  mea- 
res  were  designed  to  do  much  more 
an  embarrass  leaders  of  the  rival  par- 
.  By  the  time  the  House  bill  reached 
e  floor,  it  won  passage  by  a  bare  hand- 
1  of  votes.  No  wonder  the  insurgent 
esidential  campaigns  of  Republican 
itrick  J.  Buchanan  and  Democrat  Paul 

Tsongas  have,  against  all  odds, 
ught  fire. 

An  annual  poll  by  Louis  Harris  &  A^- 
ciates  shows  that  Americans  hold  a 
anningly  low  level  of  confidence  in 


their  institutions — a  trend  that  began 
way  back  with  the  Vietnam  War.  But  in 
the  roaring  1980s,  it  hardly  mattered,  as 
consumer  confidence  soared:  In  1989,  the 
Conference  Board's  index  stood  at  ll(i.8, 
its  highest  level  since  19(;9. 
'PRETTY  UPSET.'  Totlay's  outlook  is 
clouded  by  the  crushed  expectations  of 
nuddle-aged  Americans.  The  baby-boom 
generation  in  ()articular  is  suffering 
from  a  big  drop  in  confidence,  reports 
Flog  Research  Inc.  of  California.  "A  lot 
of  baby  boomers  are  pretty  upset  about 
how  things  worked  out  for  them,"  says 
Yardeni.  This  broad  swath  of  consumers 
grew  up  in  a  world  where  economic  inse- 
curity was  Mom  and  Dad's  hangup,  buy- 


ing a  house  was  a  prudent  investment, 
and  a  white-collar  job  was  a  ticket  to 
prosperity.  Funny  thing  about  expecta- 
tions: Like  rules,  so  often  they  seem 
made  to  be  dashed. 

What's  going  to  turn  things  around? 
Fewer  layoffs,  mori'  hiring,  higher  real 
incomes  would  all  do  a  lot  to  push  con- 
sumers out  of  their  blue  funk.  Signs  of 
an  economic  recovt'ry  arc  sprouting 
(page  31).  But  it's  unlikely  that  consum- 
ers will  adopt  anew  their  swagger  of  the 
1980s.  That  would  recjuire  a  commodity 
that's  even  scarcer  than  confidenci'  right 
now:  hopefulness. 

By  Michael  J.  Maude!  irilh  Chrls/opl/rr 
Farn'll  in  New  York 
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★  CLINTON:  PICKING  UP  STEAM  IN  THE  SOUTH 


★  BUSH  IN  GEORGIA:  THE  VICTORY  WAS  FAR  FROM  SWEET 
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A  BIOODIED  BUSH 

VS.  A  SOUTHERN  STRONGMAN? 


The  Republican  race  seems  over — and  Clinton  may  clinch  by  Mar.  17 


At  first  glance, 
the  race  for  the 
Presidency  looks 
like  a  monstrous 
muddle  after  the 
first  three  weeks 
of  primaries.  Re- 
publican guerril- 
la Patrick  J.  Buchanan  looks  sure  to  sap 
a  third  of  the  vote  in  every  contest  from 
a  more  and  more  hapless  George  Bush. 
And  the  seven  states  that  held  Demo- 
cratic caucuses  and  primaries  on  Mar.  3 
produced  four  different  winners. 

But  things  are  clearer  than 
they  seem.  As  the  race  heads 
toward  the  Southern  battle- 
grounds where  the  crucial 
contests  of  "Super  Tuesday" 
on  Mar.  10  will  be  fought,  the 
Reijublican  contest  is  over. 
Buchanan  may  leave  Bush 
with  wounds  that  will  bleed 
all  the  way  to  November,  but 
he  can't  stop  the  President's 
renomination.  Meanwhile,  Ar- 
kansas Governor  Bill  Clinton 
has  emerged  ,  as  the  clear 
Democratic  front-runner,  even 
though  former  Massachusetts 
Senator  Paul  E.  Tsongas' 
Maryland  victory  made  him 
the  first  hopeful  to  win  a  pri- 
mary outside  his  home  region. 


The  outcome  of  contests  in  the  industrial 
heartland  of  Michigan  and  Illinois  on 
Mar.  17  could  well  clinch  the  nomination 
for  Clinton. 

That's  not  to  say  that  there  won't  be 
bumps  along  the  way.  Clinton  seems  to 
have  put  allegations  of  extramarital  af- 
fairs and  draft-dodging  behind  him.  But 
the  scandals  have  left  him  doubly  vul- 
nerable: Any  fresh  revelations  would 
blow  him  out  of  the  race. 

Still,  Mar.  10  is  when  Clinton's  meticu- 
lously organized  campaign  finally  pays 
off.  The  Arkansas  governor  is  heavily 


THE  CRUCIAL  CONTESTS  COMING  UP 


State 


Date 


Democratic  delegates*        GOP  delegates** 

TEXAS  MAR. 10  196  121 

Super  Tuesday's  grand  prize.  Like  Georgia,  Texas  is  Clinton's  to 
win  or  lose.  Bush  counts  on  winning  big  in  one  of  his  home  states 

FLORIDA         MAR.  10  148  97 

A  key  test  for  Democrats.  Upscale  Fioridians  like  Tsongas,  blacks 
and  the  elderly  like  Clinton.  Bush  should  hold  his  own 

MICHIGAN      MAR.  17  131  72 

Sick  economy  makes  Michigan  worth  watching.  Buchanan  angling 
for  another  Bush-whock 


ILLINOIS 


MAR.  17 


164 


85 


Clinton  is  well-organized,  but  Tsongas  is  coming  on.  And  look  out, 
Mr.  President:  Buchanan  may  capture  blue-collar  Chicagoans 


favored  in  Texas  and  five  other  South- 
ern states.  He  should  come  away  from 
Super  Tuesday  with  a  rich  haul  of  dele- 
gates— and  tremendous  momentum  as 
the  campaign  moves  north.  "Tsongas' 
campaign  depends  on  momentum,  and 
he  won't  get  it"  in  the  South,  says  Uni- 
versity of  South  Carolina  political  scien- 
tist Earl  Black. 

MAGNOLIA  LINE.  On  the  Republican  side, 
the  "Junior  Tuesday"  victories  were  far 
from  sweet  for  Bush.  Buchanan  stole 
367'  of  the  vote  in  the  Georgia  primary 
and  scored  a  respectable  30%  showing  in 
Colorado  and  Maryland,  states  where  he 
hardly  campaigned.  But  he  has  won  only 
20  delegates  to  Bush's  340  because  of 
the  winner-take-all  rules  of  many  GOP 
primaries.  Now,  his  campaign  heads  into 
Bush  country — the  President's  adopted 
home  state  of  Texas,  and  a  "magnolia 
line"  of  Deep  South  states  that  gave 
Bush  strong  support  in  1988. 

If  Buchanan  is  to  turn  his 
candidacy  into  more  than  a 
right-wing  temper  tantrum, 
he  needs  an  outright  win — 
and  fast.  Party  operatives  will 
soon  turn  up  the  heat  on  Bu- 
chanan to  quit  the  race  or  risk 
ceding  the  White  House  to 
the  Democrats.  So  far,  Bu- 
chanan seems  unimpressed. 
On  Mar.  4,  he  called  on  Bush 
to  drop  out  of  the  race. 

Even  if  Buchanan  were  to 
quit  soon,  he  has  already  done 
the  President  grave  harm. 
Privately,  Bush  political  advis- 
ers now  concede  they  vastly 
underestimated  voter  alien- 
ation. "Buchanan  has  seized 
that  36'a  core  of  Ronald  Rea- 


*Needed  to  nominate:  2, 142 


*  Needed  to  nominate;  1 , 104 
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supporters  in  our  party  who  never 
i  George  Bush  to  be^in  with,"  says 
senior  cor  adviser, 
le  bif^fjest  success  the  pugnacious 
hanan  has  had  so  far  is  in  pushing 
h  into  a  state  of  high  pander.  The 
sident  offered  an  astonishing  mea 
)a  on  Mar.  3,  saying  that  his  1990 
raising  budget  deal  with  Democrats 
"a  mistake."  That  admission  was 
the  latest  in  a  lengthening  string  of 
h  flip-flops  and  political  miscues. 
(  OF  PRINCIPLE.  Indeed,  as  the  Presi- 
,  tries  to  recapture  GOP  conserva- 
3,  Administration  policy  decisions 
a  more  and  more  to  be  driven  by 
,ical  panic.  On  Mar.  4,  as  the  cam- 
n  shifted  to  Texas,  Bush  suddenly 
)rsed  a  proposed  tax  break  for  inde- 
lent  oil  and  gas  producers.  Such  ad 
swings  could  well  backfire,  as  both 
hanan  and  the  Democrats  charge 
,  the  President  lacks  principles, 
sh  doesn't  stand  for  anything,"  says 
enior  Reagan  White  House  aide, 
it's  coming  across  to  people." 
Du  would  think  the  GOP  chaos  would 
i  Democrats  honing  their  axes  for 
fall  slaughter.  But  the  contest  for 
Democratic  nomination  has  become  a 
Dusly  joyless  slugfest.  True,  the  in- 
singly  marginal  Senator  Bob  Kerrey 
ebraska  may  soon  bow  out,  and  Sen- 
Tom  Harkin  of  Iowa  may  follow 
3  behind.  But  former  California  Gov- 
>r  Jerry  Brown's  surprise  victory  in 
irado  means  he'll  be  able  to  stay  in 
race. 

aper  Tuesday  offers  Clinton  the 
ice  to  break  out  far  ahead.  The  con- 
5  in  seven  Southern  and  border 
3S  will  choose  633  delegates,  almost 
third  of  the  total  needed  for  the 
ination.  With  254  delegates  in  hand, 
buoyed  by  a  bigger-than-anticipated 
■24%  Georgia  victory  over  Tsongas, 
ton  is  now  coming  on  as  the  South- 
Superman.  He  is  sharpening  his  at- 
s  on  Tsongas  and  redefining  himself 

populist,  while  painting  his  rival  as 
ickle-down  Republican  in  disguise. 
5ongas,  with  119  delegates,  could 

surprise  Clinton  in  Florida.  He  ap- 
s  to  transplanted  Northerners  and 
cale  suburbanites,  while  Clinton 
•ts  blacks,  labor,  and  the  elderly. 
5  Mason-Dixon  Research  Inc.  pollster 
Jradford  Coker:  "Florida  will  come 
n  to  class  warfare  between  Clinton 
Tsongas." 

nat's  a  battle  Democrats  usually 
:e  against  Republicans.  It  will  take 
more  weeks  for  Democrats  to  sort 
the  field.  But  with  George  Bush 
ing  more  and  more  like  Gerald  Ford, 
emocratic  governor  with  a  Southern 
;nt  may  have  a  certain  appeal. 
Jouglas  Harbreckt  and  Paula  Dwyer  in 
hington,  with  Gail  DeGeorge  in  Miami 
Richard  S.  Dunham  in  San  Antonio 


DEFENSE  I 


CRYING  'JOBS' 

TO  SELL  WEAPONS  ABROAD 


McDonnell  says  a  Saudi  F-15  deal  would  keep  40,000  working 


cDonnell  Douglas  Corp.  once 
took  a  "What,  me  worry?"  atti- 
itude  about  what  would  happen 
after  the  Air  Force's  last  F-15  fighter 
rolled  off  the  St.  Louis  assembly  line  in 
1994.  By  then,  planners  figured,  the 
plant  would  be  busy  building  new  A-12 
attack  planes  for  the  Navy.  But  when 
the  Pentagon  canceled  the  A-12  a  year 
ago  because  of  cost  overruns,  McDon- 
nell suddenly  needed  new  business  fast. 
Saudi  Arabia's  request  to  buy  72  F-15s 
seemed  like  the  answer.  But  jitters  in 
Washington  about  massive  arms  sales  to 
the  Middle  East  kept  the  deal  on  hold. 
Now,  McDonnell  is  mounting  a  vigor- 


LAST  CHANCE  FOR  THE  F-15 
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ous  lobbying  effort  for  the  Saudi  sale. 
The  $5  billion  order  would  keep  produc- 
tion humming  into  1997.  Without  it, 
about  3,000  of  the  company's  7,000  F-15 
employees  will  run  out  of  work  this 
year.  Besides,  McDonnell  needs  the  busi- 
ness. Despite  cost-cutting  that  averted  a 
debt  crisis  and  spawned  1991  record 
earnings  of  $423  million  on  sales  of  $18.4 
billion,  most  of  the  company's  military 
aircraft  programs  are  winding  down. 
And  with  Taiwan  balking  at  a  pending 
$2  billion  investment  in  McDonnell's 
commercial  business,  the  company  needs 
cash  for  a  planned  MD-r2  widebody. 
FOREIGN  PUSH.  McDonnell's  plight  un- 
derscores the  pressure  on  U.  S.  defense 
contractors  to  sell  abroad.  Squeezed  by 
budget  cuts,  the  Pentagon  is  canceling 
orders  for  a  slew  of  current-generation 
tanks,  planes — even  vaunted  Patriot  mis- 
siles. To  keep  production  lines  rolling 
and  workers  employed,  U.  S.  manufac- 
turers are  pushing  foreign  sales  more 
aggressively  than  ever. 
The  Pentagon  would  like  to  help  out 


McDonnell  and  reward  an  ally  by  going 
ahead  with  the  Saudi  sale.  But  with  an 
election  looming,  arms-control  talks  un- 
der way,  and  negotiations  over  housing 
loan  guarantees  for  Israel  at  a  delicate 
stage,  the  Bush  Administration  prefers 
to  avoid  the  controversy. 

To  force  a  decision,  McDonnell  lobby- 
ists in  Washington  are  stressing  "jobs, 
jobs,  jobs."  To  build  the  F-15,  McDonnell 
depends  on  2,100  subcontractors  employ- 
ing 33,000  people.  Although  not  all  of 
these  workers  make  F-15  components,  a 
McDonnell  spokesman  says  the  Saudi 
sale  is  "a  surefire  way  to  protect  the 
jobs  of  40,000  people." 

Advocates  also  argue  that  the  ripples 
of  an  F-15  sale  to  Saudi  Arabia  could 
affect  aerospace  deals  for  years.  Riyadh 
will  soon  need  to  replace  100  aging  F-5 
fighters,  and  it  is  shopping  for  commer- 
cial airliners.  A  likely  U.  S.  successor  to 
the  F-5  would  be  General  Dynamics 
Corp.'s  F-16  fighter  or  McDonnell's  F/A- 
18.  Boeing  Co.,  which  made  40  of  the  69 
airliners  in  the  Saudi  fleet,  also  wants 
more  business. 

But  if  the  Bush  Administration  makes 
the  Saudis  wait  too  long  for  F-15s,  Mc- 
Donnell warns,  Riyadh  may  buy  Europe- 
an instead.  In  1985,  after  Washington 
turned  down  an  earlier  request  for  F-15s 
under  Israeli  pressure,  Saudi  Arabia 
signed  an  $8.7  billion  deal  with  Britain 
that  included  72  Tornado  fighters  and  30 
Hawk  jet  trainers.  Now,  Britain  is  offer- 
ing to  sell  Riyadh  48  more  Tornadoes. 
MAJOR  BATTLE.  Many  on  the  Hill  are  un- 
impressed by  these  arguments.  They're 
worried  that  the  Saudis  want  to  buy  48 
F-15Es,  an  advanced  ground-attack  ver- 
sion of  the  plane  that  the  U.  S.  has  never 
sold  abroad.  "The  threat  doesn't  warrant 
the  kind  of  sale,"  being  contemplated, 
says  Representative  Benjamin  A.  Gilman 
(R-N.  Y.).  If  the  Israeli  loan  guarantee 
talks  collapse,  says  a  Senate  Foreign  Re- 
lations Committee  staffer,  "the  Adminis- 
tration will  face  a  major  battle  with  Con- 
gress over  the  sale." 

But  McDonnell  likely  will  prevail. 
With  the  economy  in  an  election-year 
slump,  "the  jobs  issue  will  be  decisive" 
with  many  members,  says  Representa- 
tive Lee  A.  Hamilton  (D-Ind.).  And  if  the 
sale  goes  through,  watch  for  more  arms 
makers  to  use  jobs  as  a  weapon  to  beat 
down  foreign  policy  concerns  over  sales. 

By  Amy  Borrus  in  Washington,  with 
James  E.  Ellis  in  Chicago 
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LEGAL  AFFAIRS  I 


KEATINC'S  COUNSEL  FISHBEIN:  LOYALTY  TO  THE  STATE  VS.  LOYALTY  TO  THE  CLIENT? 


'SOMEBODY  HAS  TO  PAY'— 

AND  THAT  MEANS  S&L  LAWYERS,  TOO 


Regulators  tackle  the  legal  teams  that  ran  interference  for  the  thrifts 


In  his  heyday,  convicted  savings  and 
loan  kin^'pin  Charles  H.  Keating  Jr. 
deployed  battalions  of  well-paid  law- 
yers to  blunt  the  regulatory  assault  on 
his  high-flying  California-based  thrift, 
Lincoln  Savings  &  Loan  Assn.  In  the 
three  years  since  Lincoln's  $2.6  billion 
failure,  many  of  those  advisers  have 
been  sued  for  alleged  misdeeds. 

But  on  Mar.  2,  the  feds  sent  out  their 
strongest  signal  yet  that  it's  payback 
time.  Thrift  regulators  ordered  the  pres- 
tigious New  York  law  firm  of  Kaye, 
Scholer,  Fierman,  Hays  &  Handler  to 
pay  an  unprecedented  $275  million  in 
damages  for  allegedly  misleading  regu- 
lators about  the  true  state  of  Lincoln's 
finances.  They  also  sought  to  freeze  the 
firm's  assets  and  bar  it  from 
practicing  banking  law.  The 
firm,  which  took  in  $18  million 
i'or  representing  Keating,  de- 
nies the  charges  and  promises 
a  vigorous  defense.  "It's  pure 
vindictiven(>ss,"  says  one 
Kaye  Scholer  insider. 
'STRIKING  BACK.'  The  move  is 
part  of  a  sprint  to  the  finish 
for  the  government.  Banking 
regulators,  racing  against  a 
three-year  statute  of  limita- 
tions in  the  1989  thrift-bailout 
law,  are  pursuing  cases 
against  a  dozen  or  more  law 
firms  that  assisted  now-failed 
thrifts  (table).  Lawyers  also 


face  attacks  from  state  officials.  Says 
Miami  lawyer  Thomas  Tew:  "Regulators 
are  tired  of  being  embarrassed,  and 
they're  striking  back." 

The  Office  of  Thrift  Supervision  (OTS) 
case  against  Kaye  Scholer  and  manag- 
ing partner  Peter  M.  Fishbein  attiicks 
the  very  way  lawyers  represent  clients 
before  regulatory  bodies.  The  govern- 
ment accuses  the  firm  of  breaching  its 
professional  duties  in  the  mid-1980s  by 
keeping  mum  about  Lincoln's  problems. 
The  firm  also  failed  to  disclose  that  Lin- 
coln's auditors  had  resigned  out  of  con- 
cern over  the  thrift's  fiscal  health,  the 
regulators  charge.  And  they  contend 
that  Kaye  Scholer  neglected  its  obliga- 
tions to  Lincoln's  board  and  had  a  con- 


THRIFT  LAWYERS  UNDER  FIRE 


JONES,  DAY,  REAVIS 
&  POGUE 

CLEVELAND 


The  firm  is  fighting  a  $50  million  suit  by 
regulators  over  its  work  for  Lincoln 
Savings  &  Loan 


DORSEY  &  WHITNEY 

MINNEAPOLIS 


The  government  is  suing  it  and  others  for 
$192  million  over  the  failure  of  Midwest 
Federal  Savings  &  Loan 


SHERMAN  &  HOWARD 

DENVER 


The  firm  agreed  in  June,  1991,  to  pay 
some  $20  million  to  settle  a  federal  suit 
over  work  for  Silverado  Savings  &  Loan 


SIDLEY  &  AUSTIN  The  firm,  which  represented  Lincoln,  has 

CHICAGO  paid  millions  to  settle  cases  filed  by  the 

government  and  bondholders 


Ai 
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flict  of  interest  in  representing  both  Lii 
coin  and  its  parent,  America 
Continental  Corp.  in  Phoenix. 

Some  legal  experts  say  that  if  the  go\ 
ernment's  claims  hold  up  in  court,  the 
will  revolutionize  the  attorney-client  n 
lationship,  forcing  lawyers  to  put  loyalt  ' 
to  the  state  above  loyalty  to  client} 
"Lawyers  have  a  duty  of  strict  confider 
tiality  to  their  clients,"  says  Henry  A 
Kelly,  a  former  head  of  the  America 
Bar  Assn.'s  panel  on  lawyers'  liabilitj 
Gary  G.  Lynch,  a  former  Securities  <! 
Exchange   Commission  enforcemen  - 
chief  who  is  defending  Kaye  Scholei 
says  the  government's  position  "woul  '''^ 
fundamentally  undermine  traditions 
lawyer  responsibilities  to  clients."  !' 
SCAPEGOATED?  That  argument  doesn'  r^i' 
impress  regulators,  who  are  under  enoi 
mous  pressure  to  win  scalps.  With  th 
thrift  fiasco's  tab  now  exceeding  $15 
billion,  it's  clear  the  search  to  fix  blam 
for  S&L  excesses  will  continue.  "At  th  a'fi* 
government  level,  they're  saying:  'Som(  W"! 
body  has  to  pay,'"  says  the  Reverent 
Robert  F.  Drinan,  an  expert  on  lega  (titii 
ethics  at  Georgetown  University.  tm 
Some  lawyers  have  already  paid  fo  lam 
their  ties  to  Keating,  who  has  been  con  I 
victed  of  state  tax-fraud  charges  and  i  kv 
now  fighting  federal  fraud  charges.  Las  « 
year,  Chicago's  Sidley  &  Austin  agree(  h 
to  pay  $7.5  million  to  settle  malpractio  fatt! 
charges.  The  firm  gained  notoriety  whei  'M 
a  1988  memo  written  to  Keating  b}h 
Washington  partner  Margery  Waxmai 
became  public.  Waxman  had  boasted  o  m 
putting  regulators  on  the  defensive  ays  r 
"You  have  [them]  right  where  you  wan  ttout 
them,"  she  wrote.  She  later  told  a  Sen  nil 
ate  panel  that  her  comments  were  hy  »; 
perbole  designed  to  impress  her  client,  kiimi. 

Now,  however,  regulators  think  thej  ml 
have  the  lawyers  where  they  want  them  ibiises 
Kaye  Scholer  was  ready  to  settle  wit! 
other  thrift  regulators  for  roughly  $2( 
million,  say  sources  close  to  the  firm  mm. 
but  the  OTS  wanted  even  more.  Thai  ixecut 
puts  Kaye  Scholer  in  a  tight  bind:  It  maj  aiidi 
prefer  to  defend  the  attorney  ie  wo 
client  principle,  but  if  its  as  mains 
sets  are  frozen  and  futu«ir  K 
business  is  imperiled,  it  ma} 
have  to  settle. 

The  legislators  who  wrotf 
the  1989  bailout  law  acted  nol 
only  to  clear  the  wreckage  oJ 
the  thrift  industry  but  also  tc 
punish  those  who  did  the  dam- 
age. The  action  against  Kay€ 
Scholer  is  a  clear  sign  thai 
the  feds'  latest  roundup  maj  li 
rope  in  other  law  firms. 

Bi/  Tim  Smart  in  Wash- 
i)igto)i.  with  Gail  DeGeorge  in 
Miami  and  Michcle  Galen  in 
New  York 
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Commentary/by  Susan  B.  Garland 


KEEPING  A  SHARPER  EYE  ON  THOSE  WHO  PASS  THE  HAT 


Few  slogans  are  as  familiar  to 
Americans  as  "Give  the  United 
Way."  But  these  days,  the  pio- 
■er  of  the  workplace-based  charity 
mpaign  is  looking  like  a  victim  of  its 
vn  success.  On  Feb.  28,  allegations  of 
vish  spending  and  mismanagement 
reed  longtime  United  Way  of  Ameri- 
Prcsident  William  Aramony  to  re- 
^n.  While  the  misconduct  may  turn 
it  to  be  limited  to  Aramony  personal- 
,  the  affair  has  thrown  a  harsh  spot- 
fht  on  this  venerable  chari- 
— and  sparked  questions 
lOut  its  cozy  monopoly  on 
rporate  workplace  drives. 
At  the  least,  United 
ay's  problems  have  indi- 
ted some  serious  lapses  in 
countability.  The  indiscre- 
)ns  "should  have  been  de- 
cted  far  earlier,"  com- 
ains  Stanley  C.  Gault, 
lairman  of  Goodyear  Tire 
Rubber  Co.  "Where  was 
e  board?  The  outside  audi- 
Already,  the  United 


payroll-deductions  system  from  war- 
bond  drives.  In  the  ensuing  years. 
United  Way  thrived  partly  because  it 
had  little  competition  and  partly  be- 
cause it  was  shrewd  enough  to  invite 
the  business  community  into  its  af- 
fairs: Sitting  on  a  United  Way  board  is 
considered  a  status  symbol  among 
CEOs.  The  mainstream  nature  of  its 
causes — the  YMCA,  American  Red 
Cross,  and  the  Boy  Scouts  are  typical 
recipients — also  helped  its  popularity. 


rs 

ay  of  Tristate,  which  coor- 
nates  fund-raising  for  35 
nited  Ways  in  New  York, 
ew  Jersey,  and  Connecti- 
it,  has  seen  an  abrupt  halt 
pledges  at  six  campaigns, 
,ys  President  Betty  Beene. 
bout  a  dozen  new  drives, 
heduled  to  start  this 
onth,  have  been  post- 
)ned.  "It  taps  into  people's 
orst  fears  about  charity's 
)uses,"  says  Kalman  Stein,  execuUvf 
rector  of  Washington-based  Earth 
lare,  an  umbrella  organization  for  43 
ivironmental  groups.  Some  nonprofit 
:ecutives  worry  that  the  controversy 
luld  even  lead  companies  to  discontin- 
>  workplace  campaigns  altogether. 
AINSTREAM  CAUSES.  Dropping  office 
■ives  would  be  a  mistake,  however. 
ich  campaigns  relieve  corporations 
om  having  to  deal  with  thousands  of 
ilicitations.  Most  of  all,  federated  giv- 
g  provides  an  efficient  way  for  chari- 
5s  to  raise  a  lot  of  money  with  rela- 
tfe\y  little  overhead.  Nevertheless,  the 
isis  at  United  Way  should  force  both 
le  group  and  employers  to  look  be- 
)nd  what's  the  easiest  way  to  make 
)nations,  to  what's  the  best  way. 
The  modern  United  Way  has  its 
>ots  in  the  local  Community  Chests  of 
le  1920s.  They  evolved  into  the  united- 
md  movement,  which  adapted  the 


l!ul  as  the  number  of  competing  fed- 
erations has  grown,  so  have  complaints 
about  United  Way's  lock  on  payroll  de- 
ductions. And  as  the  world  has 
changed,  so  too  have  the  social  issues, 
such  as  the  environment  and  women's 
rights,  that  appeal  to  employees. 
There's  solid  evidence  that  diversifying 
workplace  campaigns  can  work:  These 
days,  about  10'/;  of  charitable  payroll 
deductions  go  to  non-United  Way 
funds,  vs.  3.5%  in  1980,  according  to 
Washington-based  National  Committee 
for  Responsive  Philanthropy. 


Should  Corporate 
America  promote  employee 
payroll  deductions 
for  charities? 


At  American  Telephone  &  Telegraph 
Co.,  for  instance,  employees  in  the 
New  York  metropolitan  area  can  use 
payroll  deductions  for  United  Way  or 
regional  Black  United  Funds,  another 
federated  campaign.  In  Boston,  Polar- 
oid Corp.  and  Lotus  Development  Corp. 
allow  workers  to  donate  to  Community 
Works,  which  supports  groups  such  as 
the  Boston  Women's  Health  Book  Col- 
lective and  the  Gay  &  Lesbian  Advo- 
cates &  Defenders. 

Similarly,  Ecolab  Inc.,  a 
chemical  maker  in  St.  Paul, 
Minn.,  eliminated  its  United 
Way-only  policy  in  the  early 
1980s  to  help  charities 
whose  budgets  shrank  when 
the  Reagan  Administration 
began  cutting  funds  to  non- 
profits. Employees  can 
make  payroll  contributions 
to  the  Cooperating  Fund 
Drive,  a  group  of  34  small 
nonprofits  in  areas  such  as 
housing  rehabilitation  and 
crime  prevention,  and  to  the 
United  Arts  Council. 
HEAVY  BURDEN.  The  United 
Way  scandal  should  also  en- 
courage local  United  Ways 
and  their  donors  to  review 
fund-raising  campaigns.  Al- 
though reports  of  impropri- 
eties at  the  locals  are  rare, 
corporate  board  members 
may  want  to  investigate  ac- 
counting procedures  and 
perks.  Companies  should 
also  examine  the  way  the  local  handles 
its  donor-choice  program,  which  allows 
employees  to  designate  a  non-United 
Way  charity.  Too  often,  critics  contend, 
the  pledge  forms  are  vague,  rarely  pro- 
viding lists  of  unaffiliated  charities. 

And  almost  everyone  agrees  that 
corporations  that  permit  these  charity 
drives  should  eliminate  the  much-re- 
sented arm-twisting.  United  Way  of 
Tristate  is  discontinuing  awards  to 
campaign  managers  for  100'''  employee 
participation.  Admits  Beene:  "If  partici- 
pation is  100'/''  ,  it  means  someone  has 
been  coerced." 

If  there  is  a  time  when  charitable 
organizations  need  help,  it's  now:  Gov- 
ernment cuts  and  rising  unemployment 
put  a  heavy  burden  on  charities.  The 
United  Way  scandal  gives  business  the 
chance  to  enhance  and  improve,  not 
eliminate,  the  concept  that  charity  be- 
gins at  the  office. 
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STRATEGIES 


LTV  NOW  FOCUSES  ON  SELLING  HIGHER-PRICED  SHEET  STEEL  TO  AUTO  AND  APPLIANCE  MAKERS 


A  BRAWL  WITH  LABOR 
COULD  BLOCK  LTV'S  REBIRTH 


The  company  sees  a  bright  future — provided  it  gets  union  givebacks 


W 


'ay  back  in  1986  when  LTV 
Corp.  filed  for  bankruptcy 
protection,  the  Dallas-based 
conglomerate  told  creditors  it  would  re- 
build around  its  high-flying  aerospace 
and  defense  unit.  Management  hoped  to 
kiss  good-bye  its  deadbeat  steel  busi- 
ness, which  made  up  607'  of  LTV's  1986 
sales  but  nearly  all  of  its  losses. 

Instead,  creditors  agreed  in  February 
to  a  reorganization  plan  that  would  pay 
them  stock  in — of  all  things — a  steel 
company.  With  revenues  of  $3.7  billion 
and  the  industry's  No.  3  rank,  customers 
say  the  new  LTV  is  a  scrappy  competitor. 
Meanwhile,  the  company's  aerospace 
and  defense  operation  is  being  sold  for 
about  $500  million— roughly  half  its  1986 
value.  "When  peace 
broke  out,  it  had  a  neg- 
ative effect  on  aero- 
space," says  David  H. 
Hoag,  chairman  of  LTV. 
"The  steel  business  is 
now  in  better  shape." 
'LABOR'S  TURN.'  Hoag 
hopes  to  exit  Chapter  11 
by  yearend,  ending  one 
of  the  longest  bankrupt- 
cies ever.  But  that 
hinges  on  whether  the 
United  Steelworkers 
will  accept  a  concession- 


ary contract.  The  union  says  it  has  done 
its  part  with  a  1986  pay  cut  and  a  ten- 
year  freeze  in  pension  plan  hikes. 

This  is  no  simple  labor-management 
brawl.  Wall  Street  is  watching  closely, 
because  LTV's  labor  relations  directly  af- 
fect its  value.  LTV's  stock,  now  trading 
at  80(t  a  share,  will  be  swapped  after  the 
reorganization  for  shares  that  invest- 
ment bankers  figure  should  open  at  be- 
tween $8  and  $15  each.  Creditors  say  the 
stock  will  trade  at  the  low  end  of  the 
range  unless  concessions  are  used  to  off- 
set LTV's  $3  billion  pension  bill. 

Those  are  the  same  pension  obliga- 
tions that  pushed  LTV  into  bankruptcy  in 
the  first  place.  After  a  five-year  battle, 
LTV  agreed  to  begin  repayment  as  it  ex- 


SMALLER  AND  SIMPLER 


LTV  before  bankruptcy 
1986 

Reorganized  LTV 
1991* 

SALES 

$7.3  billion 

$3.7  billion 

OPERATING 
LOSS 

$3  billion 

$218  million 

MAJOR 

PRODUCT 

LINES 

Flat-rolled,  bar,  and  stainless  steel, 
missiles,  radar  and  guidance  sys- 
tems, military  and  commercial  air- 
craft parts.  Hummer  utility  military 
vehicles,  oil  drilling  equipment 

Flat-rolled  carbon 
steel,  oil  drilling 
equipment 

ited  bankuptcy,  starting  with  a  $1  billior 
payment,  then  $50  million  annually  be 
ginning  in  1993,  plus  507c  of  cash  flow 
after  capital  spending.  Now,  LTV  argues 
concessions  are  needed  to  cover  the  tab 
"The  creditors  have  all  sacrificed,  now 
it's  labor's  turn,"  says  Wilbur  L.  Ross 
Jr.  of  Rothschild  Inc.,  a  financial  advisei 
to  LTV's  unsecured  creditors. 

In  December,  LTV  proposed  a  long  lisi 
of  givebacks,  including  eliminating  wagf 
•ureases  for  four  years  and  requiring 
iiDre  retiree  contributions  to  health 
benefits.  "It's  a  damn  insult,"  says  Johr 
Sako,  president  of  Local  1011  at  LTV's 
Indiana  Harbor  works  in  East  Chicago 
Ind.  "No  way  will  we  agree." 

LTV  may  play  rough  to  change  the 
union's  mind.  Creditors  say  it  may  ask 
U.  S.  Bankruptcy  Court  Judge  Burton  R 
Lifland  to  void  the  union's  current  con^ 
tract  with  12,500  workers  and  to  impose 
lower  wages  until  a  deal  is  reached.  The 
result  would  be  a  work  stoppage.  Say; 
Jack  Parton,  USW  district  director  inl 
East  Chicago:  "It  would  be  suicidal." 
NO  HIGHFLIER.  No  one  knows  that  better 
than  Hoag,  52,  who  has  slashed  LTV 
Steel  Co.  in  half,  to  9.8  million  tons  of 
annual  capacity,  while  cutting  its  work 
force  by  367.  He  also  pared  back  prod 
uct  lines  to  focus  on  higher-priced  sheet 
steel,  used  by  car  and  appliance  makers 
(table).  The  results?  LTV  Steel  "is  our 
best  steel  supplier,"  says  Stanley  A 
Zdeb,  engineering  director  for  Nissan 
Motor  Manufacturing  Co.'s  Smyrna 
(Tenn.)  plant. 

Despite  its  progress,  a  reorganized 
LTV  will  be  no  highflier.  There  will  be  no 
aerospace  to  offset  steel's  profit  swings, 
and  sheet  steel  is  tied  closely  to  consum 
er  markets.  Indeed,  LTV's  steel  unit  post- 
ed an  operating  loss  last  year.  Still,  it's  a 
loss  of  $7  for  each  ton  produced — one- 
fourth  competitors'  average. 

Those  competitors  are  multiplying 
fast:  Low-cost  minimills,  including  Nu 
cor  Corp.,  are  set  to  enter  the  flat-rolled, 
business.  To  stay  ahead,  LTV  may  lean 
on  Japan's  Sumitomo  Metal  Industries 
Ltd.,  a  joint-venture  partner.  Sumitomo 
has  agreed  to  put  $200  million  into  LTV 
But  for  now,  LTV's  la- 
bor crisis  is  the  big  risk. 
And  resolving  it  rests 
with  Hoag,  who  got  the 
top  job  a  year  ago  when 
LTV  directors  nudged 
former  Chairman  Ray- 
mond A.  Hay  into  re- 
tirement. Hoag  now  has 
to  prove  he's  too  savvy 
a  bargainer  to  let  a  la-| 
bor  dispute  derail  LTV. 
By  Michael  Schroeder  in 
Pittsburgh,  with  Aaron 
Bernstein  in  New  York 


'Actual  results,  excluding  defense  and  aerospace  unit 
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Getting  from  point  A  to  point  B 

Anyone  who  travels  on  business  knows  how 
hard  it  can  be.  Which  is  why  we've  made 
getting  AT&T  so  easy  Even  at  public  phones 

isn't  always  easy 

that  aren't  automatically  connected  to  AT&T. 
If  you're  calling  long  distance  and  you  don't 
hear  'AT&T"  after  the  bong,  simply  hang  up. 

Getting  ASM  is. 

Dial  10+ATT+O  (it's  right  on  the  back  of  your 
AT&T  Card).  You'll  be  assured  of  the  service 
you  depend  on,  at  the  prices  you  expect. 

Dial  10  ATT-0 

plus  the  area  code  and  number 


For  more  information  call 
1  800  661-0661,  Ext.  5313. 

&  1992  AT&T 
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MARKETING  I 


GOODYEAR  IS  GUNNING 
ITS  MARKETING  ENGINE 


It's  launcliing  new  lines,  selling  to  Sears — anything  to  regain  gi'ound 


emanding  bosses  have  a  pen- 
I  chant  for  asking:  What  have  you 
done  for  me  lately?  But  Stanley 
C.  Gault  wants  to  know  what  Goodyear 
Tire  &  Rubber  Co.  has  done  for  the  cus- 
tomer lately.  As  Gault  sees  it,  "we're 
not  serving  the  market  with  what  the 
customer  wanted  but  what  the  manufac- 
turing plants  wanted  to  build." 
The  former  chairman  of  Rub- 
bermaid Inc.,  regarded  as 
a  marketing  guru,  intends 
to  remake  Goodyear  as  a 
marketer,  right  down  to 
ensuring  that  the  letter- 
ing on  racing  tires 
doesn't  smudge  before  the 
race  has  even  started.  Gault's 
goal;  to  recapture  the  market 
share  lost  by  the  flagshi})  Goodyear 
brand. 

On  Mar.  8,  Goodyear  took  its  biggest 
step  yet  to  regain  lost  ground,  jolting  its 
dealers  by  announcing  that  it  would  sell 
seven  Goodyear-brand  tire  lines  through 
Sears,  Roebuck  &  Co.  But  that's  only  a 
I)art  of  the  company's  new  marketing 
push.  Some  of  Gault's  moves  are  right 
out  of  the  textbook:  roll  out  new  prod- 
ucts, boost  ad  spending,  widen  channels 
of  distribution.  But  the  new  team  Gault 
named  last  October  to  oversee  the  com- 
[jany's  North  American  tire  unit  is  doing 
more.  Instead  of  dictating  a  single  sell- 
ing ai)proach  from  Akron,  it's  taking  the 
business  one  market  at  a  time. 

That's  ([uite  a  de|)arture  from  Good- 
year orthodoxy,  but  drastic  measures 
were  probably  in  order.  Goodyear  has 
seen  the  share  of  the  U.  S.  replacement 
car-tire  market  held  by  its  name  brand 
fall  from  roughly  lo'-'  to  12'/'  since  1987. 
PRICEY  IMAGE.  A  big  reason  for  the  drop 
is  that  Goodyear  simply  wasn't  putting 
its  tires  where  shoppers  would  buy 
them.  Increasingly,  consumers  are  buy- 
ing their  tires  at  multibrand  discount 
outlets  as  well  as  warehouse  clubs  (ta- 
ble). Alone  among  U.  S.  tiremakers, 
Goodyear  has  sold  its  brand  almost  ex- 
clusively through  its  own  stores  and  in- 
dependent dealers  loyal  to  Goodyear. 
Those  stores  have  a  pricey  image,  says 
Gault,  and  potential  customers  who  do 
come  in  encounter  a  selection  that  hasn't 
changed  much  lately. 

Hooking  up  with  Sears  puts  more 
Goodyear-brand  tires  where  customers 


roll  by.  Sears  sells  9.5  million  tires  a 
year,  more  than  any  other  retailer. 
Goodyear  hopes  to  sell  up  to  2.5  million 
tires  a  year  at  Sears,  which  could  erase 
half  of  the  market-share  loss. 

Of  course,  that  assumes  that  Good- 
year won't  lose  any  sales  by  its  longtime 
dealers,  some  of  whom  are  feeling 
slighted.  "You  feel  like 
after  35  years  of 


ill  It- 

fflB 

SHARE  OF  U.S.  CAR-TIRE  SALES 

Typt  of  outlet 

1982 

1992* 

TRADITIONAL 
MULTIBRAND 

44% 

44% 

DISCOUNT 
MULTIBRAND 

7 

15 

MASS 

MERCHANDISERS 

20 

14 

COMPANY- 
OWNED 

10 

9 

SERVICE 
STATIONS 

11 

8 

WAREHOUSE 
CLUBS 

— 

6 

OTHER 

8 

4 

DATA:  GOODYEAR  IIRE 

I  RUBBER  CO. 

marriage  your  wife  is  stepping  out  on 
you,"  fumes  Mario  D.  Reimer,  president 
of  Superior  Tire  Inc.,  a  10-store  chain  in 
Las  Vegas.  Others  are  more  measured. 
"I'm  just  going  to  wait  and  see  what 
Sears  does,"  says  Norman  K.  Trepke, 
president  of  Tire  Town  Inc.,  which  has 
four  stores  in  Longmont,  Colo. 

That  points  up  the  two-pronged  haz- 
ard of  the  move  to  Sears:  Dealers  are 


restive,  while  the  company's  brand-namf 
tires  still  aren't  available  in  the  fast 
growing  discount  outlets.  To  fend  ofl 
the  low-priced  competition,  Goodyeai 
has  been  testing  its  no-frills,  quick-servf 
Just  Tires  stores.  The  tests  have  gon( 
well  enough  in  Memphis  for  the  compa 
ny  to  decide  to  open  stores  in  Chicago 
find,  probably,  Boston.  In  another  test,  i1 
has  begun  selling  tires  to  a  multibranc 
operator  in  Buffalo.  Sales  are  up,  al 
though  existing  dealers  are  squawking 
that  their  margins  have  eroded. 
SLICK  AD.  Another  key  element  ir 
Gault's  strategy  is  launching  new  prod- 
ucts. The  headliner  among  Goodyear's 
new  offerings  is  the  Aquatred,  intro- 
duced last  fall  as  just  the  thing  for  rain- 
slick  roads.  Winter  Olympics  fans  wil 
recall  the  Aquatred  ad — it  featured  com- 
puter-generated graphics  of  a  tire  turn- 
ing from  water  to  rubber.  But  even  ex- 
citing consumer  interest  has  its 
drawbacks:  The  company  has  to  turn 
away  business,  since  not  all  sizes 
are  available  yet. 

"still,  Gault  be- 
l"^^^^^^^  lieves  it  pays  to  ad- 
vertise. So  while 
he's  slashing  costs 
elsewhere.  Good 
_  year  will  boost 
brand  advertising 
by  a  third,  to  $50  million,  and  increase 
the  amount  of  money  available  for  deal- 
er ads.  It's  even  repainting  its  famous 
blimps  and  will  link  them  more  directly 
to  sales  efforts,  including  the  Sears  tie 
And  Goodyear  is  moving  to  answer  some 
dealer  complaints.  Dealers  who  have 
been  clamoring  for  a  low-priced  Good- 
year-branded  tire  are  finally  getting 
their  wish.  And  they'll  have  more  pricing 
flexibility  with  the  middle-market  S4S 
model. 

Goodyear  is  still  drumming  up  private- 
label  business  for  its  thriving  Kelly- 
Springfield  Tire  Co.  unit.  Wal-Mart  is  a 
new  customer.  But  John  F.  Fiedler,  the 
former  Kelly  chief  elevated  by  Gault  to 
head  the  North  American  tire  unit,  notes 
that  Goodyear  has  to  sell  more  of  its 
name-brand  tires  if  it  is  to  fund  its  re- 
search and  development  and  advertising. 
"Who  do  you  want  to  be,"  he  asks,  "the 
largest  unknown  company  in  the  LI.  S.?" 

Gault  insists  that  the  whole  Goodyear 
family  will  prosper  from  the  new  mar- 
keting approach.  Some  dealers  disagree. 
Yet  whether  they'll  start  selling  rival 
brands  remains  to  be  seen.  For  its  part, 
Goodyear  is  trying  to  keep  them  in  the 
fold.  For  now,  Sears  won't  get  the 
Aquatred,  nor  will  Goodyear  ship  its 
name-brand  tires  to  Sears'  discount 
stores.  That  may  not  assuage  some,  but 
Gault  has  his  customers  to  consider. 

By  Zachary  Schiller  in  Chicago 
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"If  everybody  says  they 
have  open  systems,  how  can 

you  tell  who  really  does?" 


It's  not  that  all  those 
companies  don't  mean 
it  when  they  say  they 
have  open  systems.  It's  just 
that  everybody  means  some- 
Hiing  different. 

So,  where  does  that  leave 
you  standing?  Most 
likely  trying  to  fig- 
ure out  the  biases  of 
the  players  and  sort- 
ing out  what  will  work  best 
for  your  company  from  the 
CEO  to  the  PC  gurus  to  the 
secretarial  pool.  Here's  our 
take  on  the  situation. 

Five  blind  men  and  an  elephant. 

One  blind  man  thought  the 
elephant  s  leg  was  a  tree  trunk, 
one  thought  the  elephants  trunk 
was  a  snake,  and  so  on. 

It's  the  same  with  open  sys- 
tems. Some  people  think  UNIX* 
equals  open.  The  only  problem  is, 
everybody  seems  to  have  their 
own  improved  version  of  UNIX, 
so  you  may  discover  that  what  you 
thought  was  an  open  system  isn't 
really  that  open. 

Then  there  are  the  people 
who  figure  if  you  can  plug  this 
hardware  into  that,  then  you've  got 
an  open  system. 

Now,  we  agree  that  compat- 


ible hardware  is  part  of  the  open 
systems  story  But  it  doesn't  stop 
there.  After  all,  isn't  hardware 
without  software  something  like 
a  body  without  a  brain? 

To  get  the  whole  story  one 
has  to  backtrack  a  bit. 

Some  history.  Some  philosophy. 

Part  of  the  story  is  that  we 
got  there  first.  In  1981,  we  got  to- 
gether with  IBM  and  the  Intel  peo- 
ple and  launched  the  PC. 

We  also  chose  to  make 
MS-DOS  widely  available  to  hard- 
ware manufacturers  and  software 
developers.  And,  one  after  another, 
they  decided  to  adopt  it. 

As  more  and  more  people 
took  advantage  of  these  comput- 
ers and  applications,  MS-DOS 
emerged  as  the  operating  system 
of  choice-quite  literally 

Which  we  believe  is  the 
same  reason  that  the  Microsoft 
Windows"  operating  system  has 
caught  on. 

This  accessibility  of 
technology  spurs 
competition,  which 
If  \  \^     spurs  innovations. 
4  f  p        It's  your  basic  Adam 
Smith  free  marketplace  scenario. 

Open  is  as  open  does. 

The  result:  today  you  have 
even  more  choices  at  better  prices. 
Hardware  manufacturers  now 


MICROSOFT, 
WINDOWS 


offer  you  over  1,000  different  mod- 
els of  Windows-compatible  PCs. 
Developing  programs  for 
Windows  has  never 
been  easier  As  a  mat- 
ter of  fact,  there  are 
about  5,000  Windows- 
based  applications 
from  which  you  can  choose. 

We,  in  turn,  foster  a  dialogue 
with  those  software  developers, 
which  pushes  the  technology  for- 
ward even  faster 

And  there  are  other  options: 
a  range  of  monitors,  printers,  fax 
modems,  and  of  course,  the  mouse. 

In  short,  we  believe  an  open 
operating  system  sets  a  consistent 
standard  for  everybody 

More  important,  it  lets  you 
pursue  your  own  ends,  without 
having  to  worry  about  what  plugs 
into  what,  whether  applications  are 
compatible,  and  so  forth. 

Which  gives  you  and  your 
company  freedom  of  choice  in 
finding  the  best  way  to  fulfill  your 
personal  computing  needs. 

In  our  book,  that's  what  an 
open  system  should  be  all  about. 


Some  systems  are  more  open  than  others. 
To  find  out  more,  call  (800)  992-3675,  Dept. 
Y98.  We'll  send  you  a  free  brochure."How  to 

choose  the  system  with  the  most  choices." 


Mictosoit 


<0  1992  Microsoft  Corporalioti  All  rights  resented.  Pnntedinthe  U.S.A  Offer  good  only  m  the  50  Utji/ed  Stales  In  the  United  States,  call  (800)  992-3675.  Dept.  Y98.  For  information  only:  In  Canada,  call  (800)  563-9048:  outsule  the  50  United 
States  and  Canada,  call  (206)  936-8661  Microsoft  and  MS-DOS  are  registered  trademarks  and  Windows  and  the  Windows  logo  are  trademarks  of  Microsoft  Corporation.  UNIX  is,  a  registered  trademark  of  UNIX  Sptems  Laboratorws 


CHAIRMAN  RYAN:  "IF  A  LEASE  DOESN'T  WORK  IN  HOUSTON,  WE  CAN  MOVE  THE  PLANE  TO  RIO" 


GPA  IS  SHARP,  BUT  CAN  IT 
'DEFY  GRAVITY'? 


The  plane-leasing  giant  plans  to  go  public — in  the  middle  of  a  slump 


I  ever  has  the  aviation  industry 
seen  such  dark  days.  Last  year, 
I  global  air  travel  declined  for  the 
first  time  since  the  dawn  of  the  jet  age. 
The  world's  airlines  lost  a  record  $4  bil- 
lion. Hundreds  of  aircraft  are  sitting 
idle.  Call  a  company  offering  to  lease 
planes,  and  you'll  find  rates  have 
dropped  about  207'  since  1990  (chart). 

Not  the  best  time  to  take  an  aircraft 
leasing  company  public?  The  executives 
of  Gl'A  Group  PLC  might  agree,  but 
they're  going  ahead  anyway.  Based  in 
the  unlikely  location  of  Shannon,  Ire- 
land, CPA  has  grown  in  17  years  to  be- 
come the  largest  force  in  one  of  the 
most  esoteric  fields  around.  Until  now,  it 
has  tapped  sophisticated  institutions  and 
banks  for  the  billions 
needed  to  fund  its  ambi- 
tious growth.  But  GPA 
is  about  to  go  public 
with  a  stock  offering 
worth  as  much  as  $1  bil- 
lion— with  perhaps  a 
third  of  the  shares  to  be 
sold  by  existing  holders. 
The  U.  S.  portion  will  be 
led  by  Goldman  Sachs, 
Merrill  Lynch,  and  Salo- 
mon Brothers.  CPA's 
board  is  likely  to  give 
the  go-ahead  on  Mar. 
10,  and  a  Securities  & 


Exchange  Commission  filing  could  fol- 
low before  April. 

If  it  succeeds,  CPA  would  be  valued  at 
more  than  $2.7  billion — roughly  half  the 
value  of  AMR  Corp.,  parent  of  American 
Airlines.  Caveat  emptor  is  the  rule  with 
any  IPO,  and  CPA's  timing  is  partly  dic- 
tated by  its  pressing  need  for  fresh 
funding.  But  CPA  can  point  to  an  impres- 
sive track  record.  Profit  growth  in  the 
late  1980s  averaged  a  scorching  60?J. 
The  industry's  decline,  beginning  with 
the  invasion  of  Kuwait  in  August,  1990, 
halted  that.  But  CPA  managed  to  net 
$196.5  million  in  the  last  nine  months  of 
1991,  on  a  par  with  the  prior  year,  partly 
by  shifting  focus  to  the  booming  Far 
East  and  Latin  America.  "The  results 
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have  been  remarkably  good,  considering 
there  was  one  hell  of  a  recession,"  says 
John  Hopper,  aviation  group  director  at 
Barclays  Bank  PLC,  a  CPA  lender. 

Founded  in  1975  by  Chairman  Tony  A. 
Ryan,  who  got  into  the  business  as  an 
Aer  Lingus  dispatcher,  CPA  was  a  pio- 
neer of  aircraft  operating  leases.  Rather 
than  borrow  to  buy  planes,  an  airline 
leases  a  plane  for  a  fixed  term.  That 
helps  airlines,  especially  less  cre- 
ditworthy ones,  stay  flexible  with  their 
mix  of  planes. 

In  the  early  days,  CPA  bought  a  plane 
only  after  it  lined  up  a  client.  But  as 
leasing  began  winning  converts,  CPA 
started  to  gamble,  placing  huge  orders 
for  planes.  CPA's  goal  is  to  buy  close  to 
10%  of  the  world's  annual  aircraft  pro- 
duction, and  it  has  orders  and  options 
for  $21  billion  worth  of  planes  in  the 
next  eight  years.  Such  buying  clout  gets 
CPA  about  a  20%  discount,  letting  it  keep 
lease  rates  competitive  without  clobber- 
ing profits.  Gross  margins  on  leasing, 
16%  in  fiscal  1991,  dropped  to  11%  in  the 
first  nine  months  of  fiscal  1992. 

Diversity  reduces  risks.  CPA  planes 
are  flying  with  more  than  100  carriers  in 
50  or  more  countries.  If  an  airline  or 
even  a  region  turns  sour,  CPA  can  shift 
planes  around.  "If  a  lease  doesn't  work 
in  Houston,  we  can  move  the  plane  to 
Rio  de  Janeiro,"  says  Chairman  Ryan. 
"We  have  the  ultimate  mobile  asset." 
POOL  PLAYER.  Yet  pure  leasing  provides 
only  a  third  of  profits.  The  real  money- 
spinner  is  sales  of  aircraft:  CPA  leases  a 
plane,  then  sells  the  aircraft  with  its 
lease  to  an  investor,  using  complex  tax- 
shelter  financing.  When  the  lease  ends, 
CPA  will  find  a  new  lessee — for  a  fee,  of 
course.  The  company  got  a  scare  last 
year  when  Japanese  investors,  who 
bought  nearly  half  its  jets  in  1989,  sud- 
denly pulled  back.  But  so  far  it  has  man- 
aged to  find  new  sources  of  funding, 
notably  in  Mexico  and  the  Arab  states. 

The  sheer  scale  of  CPA's  activities 
worries  critics.  With  its  billions  in  or- 
ders, a  prolonged  dip  in  the  market 
could  leave  it  with  dozens  of  unwanted 
planes.  More  than  40  of 
its  400  planes  are  al- 
ready idled.  Or  CPA 
could  run  out  of  inves- 
tors to  buy  40  to  50  of 
its  lease-and-plane  pack- 
ages every  year.  "If 
this  slump  continues, 
GPA  may  not  defy  gravi- 
ty for  much  longer," 
notes  Bruce  C.  Suther- 
land, an  aviation  fi- 
nance specialist  at  ANZ 
Banking  Group  Ltd.  in 
London. 

Executives   at  GPA 


Once  again  Merrill  I^rcii 
is  reo^nized  as  the  leader  in 
financial  institutions  IVM. 


GLOBAL  RANKINGS  FULL  YEAR  1991  • 

Value 

%ol 

•  o( 

Advisor 

(mils) 

Rank 

Tot. 

Deals 

Merrill  Lynch  &Co 

14.184  0 

1 

26  8 

17 

Morgan  Stanley 

8.896  5 

2 

16  8 

10 

Goldman.  Sachs 

8.608  5 

3 

16  3 

21 

Lehman  Brothers 

8.502  8 

4 

16  1 

18 

First  Boston/CSFB/CS 

7,677  5 

5 

14  5 

15 

No  Advisor 

8,206  2 

15  5 

750 

Totals- Top  5  Advisors 

35.090  6 

66  3 

72 

Totals-Deals  with  Advisors 

44.683  7 

84  5 

242 

Totals-All  Deals 

52.889  9 

100  00 

992 

•  Source  Corporate  Financing  Week  Based  on  Closed  Transactions 


The  results  of  the  latest  industry  rankings  re- 
affirm Merrill  Lynch's  worldwide  leadership 
in  mergers  &  acquisitions  for  financial  institu- 
tions. HI  We'd  like  to  thank  our  clients  for  their  recognition  of  that  leadership.  HI  We 

believe  our  competitive  edge  over  other  investment 
banks  results  from  our  strong  capital  base  and  the 
ability  to  innovate  that  we  bring  to  every  M&A  trans- 
action. M  For  years,  Merrill  Lynch  has  dedicated  resources,  both  human  and  capital, 
exclusively  to  the  financial  services  industry  The 
years  ahead  will  see  the  results  of  that  commitment 
benefiting  our  clients  to  an  ever-increasing  degree. 

HI  Which  is  why  you  can  take  advantage  of  our  M&A  skills  with  great  confidence 

Merrill  Lynch 

A  tradition  of  trust. 

1992  Merrill  Lynch  &  Co. 


1           Fleet/NorsUr  |j 
FinaDcial  Group,  Inc. 

NCNB  Corporation  1 

has  merged  with  1 

1            has  acquired  the  bank 
I  1       subsidiaries  of  the  lormer 

C&S/Sovran  Corporation  1 

1        Bank  of  New  England 

m  an  FtHC-assisted  transactittn 

NationsBank  1 

NCNBCurporalion  uiIM5tTanuclHMi  1 

Merrill  Lynch  &  Co. 

Merrill  Lynch  &  Co. 

1     Norwest  Corporation 

State  Bank  of  Victoria 

has  acquired 

has  been  acquired  by 

United  Banks 
of  Colorado,  Inc. 

Commonwealth  Bank 
of  Australia 

V^aclntds  linancialadvisiit  lu 

Merrill  Lynch  &  Co. 

Merrill  Lynch  &  Co. 

counter  that  they've  always  prospered 
through  innovation.  To  address  a  possi- 
ble shortage  of  investors,  GPA  is  testing 
a  "securitized"  aircraft  fund.  Like  funds 
packaging  mortgages,  it  would  let  inves- 
tors buy  a  piece  of  a  $500  million  capital 
pool  that  owns  14  aircraft.  GPA  already 
has  a  $100  million  commitment  from  Citi- 
corp. To  cut  risks,  the  planes  will  b& 
leased  to  14  carriers  in  12  countries. 


"Not  a  dollar  of  that  would  have  gone 
into  the  aviation  industry  otherwise," 
says  Colm  Barrington,  CEO  of  GPA  Capi- 
tal, who  says  GPA  could  launch  several 
such  funds  a  year  if  this  one  succeeds. 

Despite  such  confidence,  GPA  execu- 
tives privately  concede  the  offering's 
timing  isn't  perfect.  GPA's  share  price, 
calculated  by  private  deals  among  its 
limited   base   of   shareholders,  has 


dropped  from  $32.50  in  August,  1990,  to 
about  $22  recently.  But  GPA  can't  really 
afford  to  wait  for  an  upturn.  Its  debt-to- 
equity  ratio  is  nearing  3  to  1,  following 
$2  billion  in  borrowing  last  year.  Bank 
covenants  allow  a  ratio  of  4.5  to  1,  but 
the  company  needs  new  equity  to  keep 
its  plans  on  course.  So,  recession  or  no, 
GPA  is  coming  soon  to  a  broker  near  you. 
By  Mark  Maremont  in  Shannon,  Ireland 


THE  ARTS  BUSINESS  I 


THE  ART  MARKET 

MAY  BE  ON  ITS  WAY  BACK 


An  upswing  since  last  year  has  dealers  cautiously  optimistic 


Art  lovers  who  dropped  by  the 
Berry-Hill  Galleries  booth  at  the 
fourth  annual  Art  Dealers  Assn. 
Art  Show  got  more  than  a  look  at  works 
by  many  major  American  artists.  They 
also  got  fortune  cookies.  "Buyeth  a  Wy- 
eth,"  read  the  message  in  one.  "Bier- 
stadt  is  the  one  to  have  when  you're 
having  only  one,"  "Goodfellows,  buy 
Bellows,"  and  "Find  love  at  last  with  a 
Prendergast"  were  among  the  25  artful 
fortunes. 

In  an  art  world  de- 
pressed by  slumping  sales 
and  weak  prices,  such  play- 
fulness might  seem  out  of 
place.  But  as  things  turned 
out,  the  high  spirits  were 
right  on  the  money.  Al- 
though attendance  at  the 
show,  which  ran  from  Feb. 
27  to  Mar.  2,  was  down  8'/ 
from  1991,  those  who  did 
come  wrote  more  checks 
this  year  than  last,  when 
the  Persian  Gulf  war  deep- 
ened the  art  market's 
gloom. 

GOOD  OMENS.  And  this 
year's  opening  gala  drew 
more,  not  fewer,  of  the  big 
collectors,  including  Henry 
Kravis,  the  senior  David 
Rockefeller,  actor  Steve 
Martin,  and  PaineWebber 
Inc.  Chief  E.xecutive  Don- 
ald Marron.  All  told,  51  of 
64  exhibitors  sold  art  dur- 
ing the  show,  including 


tent,  there  are  other  positive  omens.  In 
January,  sales  at  the  second  annual  Mi- 
ami art  fair  more  than  doubled,  to  over 
$20  million,  thanks  in  part  to  the  pres- 
ence of  many  Latin  American  works,  a 
burgeoning  segment.  And  both  Chris- 
tie's and  Sotheby's  notched  good  results 
at  their  February  auctions  of  Impres- 
sionist, modern,  and  contemporary  paint- 
ings in  New  York.  Each  sold  some  90% 
of  the  works  on  the  block  and  took  in 


Georges  Braque's  Atelier  VIII  is 
expected  to  fetch  $6  million  to  $8  million 
at  the  New  York  auctions  in  May — the 
priciest  painting  on  the  block  so  far 


several  works  priced  near  $1  million. 
Says  gallery  Director  James  Berry  Hill: 
"The  mood  has  changed — it  was  definite- 
ly upbeat.  People  were  looking  to  buy." 

The  shift  in  sentiment  is  leading  some 
market  watchers  to  utter  the  word  "up- 
turn." While  a  more  successful  art  show 
in  itself  wouldn't  be  a  big  enough  por- 


totals  within  the  presale  estimates. 
That's  a  far  cry  from  their  1991  sales, 
when  30%  or  more  of  the  works  went 
unsold. 

Better  yet,  says  Diane  Upright,  head 
of  the  contemporary  art  department  at 
Christie's,  "dealers  were  buying,  and 
that's  a  good  sign."  That  means  galler- 


ies are  willing  to  add  to  their  inventory. 
Sotheby's,  too,  saw  strong  dealer  buy- 
ing. Says  David  J.  Nash,  head  of  Soth- 
eby's paintings  division:  "There's  a 
growing  sense  that  prices  will  not  drift 
lower." 

No  one  predicts  a  return  to  the  siz- 
zling '80s  anytime  soon.  In  most  cases, 
prices  for  paintings  are  off  some  30%  to 
40%  from  their  1989  peak,  and  the  lower- 
priced  works  are  selling  best.  For  paint- 
ings valued  at  more  than  $1  million,  the 
market  remains  thin  for  all  but  the  most 
exceptional  works.  Volume  is  up,  but  not 
spectacularly.  New  York  dealer  James 
Goodman,  for  example,  now  is  selling  10 
to  12  paintings  a  month — an  increase 
from  four  about  six  months  ago,  but  still 
a  far  cry  from  the  30  to  40  paintings  he 
sold  each  month  in  the  late  '80s. 

Even  so,  there's  an  optimism  in  the 
art  world  that  wasn't  there 
last  fall.  Both  dealers  and 
auctioneers  are  talking 
about  a  stable  base  to 
build  on.  Some  even  are 
looking  forward  with  hope 
instead  of  dread  to  the  big, 
bellwether  New  York 
paintings  auctions  in  May. 
At  the  New  York  art 
show,  Upright  said  con- 
signments for  the  auctions 
are  good  and  added: 
"They'll  be  better  after 
this  show."  Right  now,  the 
most  expensive  item  on  the 
block  is  Georges  Braque's 
Atelier  VIII,  estimated  to 
bring  in  $6  million  to  $8 
million. 

If  Upright  is  correct — 
and  consignments  do  pick 
up — that  would  be  another 
good  sign.  That's  because 
the  auction  business  is  sup- 
ply-driven: The  better  the 
art  that's  on  the  block,  the 
more  likely  it  is  to  sell 


well.  And  good  spring  sales,  in  turn, 
could  infuse  the  art  world  with  confi- 
dence. Although  any  big  surge  will  re- 
quire a  growing  economy,  a  shot  of  con- 
fidence would  go  a  long  way  toward 
putting  the  art  world  back  on  a  slow 
ascent  to  the  levels  of  the  boom  years. 
By  Judith  H.  Dobrzynski  in  Netv  York 
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Ginon's 


For  three  years  running,  one  company 
has  sold  more  plain  paper  faxes  than 
any  other.  That  company  is  Canon,  the 
undisputed  leader  in  plain  paper  facsimile. 

Canon  has  a  complete  line  of 
advanced  facsimiles  to  choose  from.  Our 
FAX-L3300  is  a  super-fast  desktop  digi- 
tal fax  that  can  transmit  a  page  in  only 
three  seconds.  Our  full-featured  Laser 
Class  "  700  Series  features  our  exclusive 
UHQ  "  and  Hyper-Smoothing  technolo- 
gies which  allow  you  to  send  and 
receive  better  looking  faxes  than  ever 
before!  And  our  economical  FAX-A501 
makes  the  advantages  of  plain  paper 
more  affordable  for  everyone. 


We  also  make  choosing  _ 
a  plain  paper  fax  easy.  If  you  IsS^^S 
call  1-800-OK-CANON,  we'll  IwSS^ 
mail  you  a  Decision  Maker's  aH/pS^MK 
Kit  designed  to  help  you  BS2iS9 
find  the  perfect  Canon  fax  ^^j^^^ 

Or,  if  you  want  product  informa- 
tion faster,  we'll  fax  it  to  you. 

We  will  also  direct  you  to  your 
nearest  Canon  dealer,  who  is  uniquely 
qualified  to  help  you  during  their 
special  promotion. 

When  you're  dealing  with  #1,  the 
decision  is  always  easy.  And  in  plain 
paper  fax,  it's  Canon. 


S  A  ,  Inc 


FAX-U300  fP^M^PWI  ,  P5-*— — "  FAX-L780 

FAX-L760  ^-  ■         ----J  FAX-A50} 

BFAX-L770 
Enioy  easy  ..tended  p.ym.nts  wl.r.  th.  Cnon  Cr.dlt  C.rd.  A.k  ,or  details  at  parllcipating  Canon  dealers  and  retailers.  Available  only  in  U.S. 


EDITED  BY  HARRIS  COLLINGWOOD 


A  DIGITAL  OZ 

Virtual  reality:  a  computer-cre- 
ated environment  that  you  can 
"enter"  and  manipulate.  Its 
scientific  applications  range 
from  planning  the  wars  of  the 
future  to  cleaning  up  nuclear 
plants.  But  those  uses  are  a 
long  way  off.  In  the  interim,  VR 
is  a  hot  new  entertainment  me- 
dium that  may  get  hotter  after 
people  see  New  Line  Cinema 
Corp.'s  The  Lawnmower  Man, 
the  first  flick  about  virtual  real- 
ity. If  opens  Mar.  6 


A  DOWN  EAST  RETAILER 
EYES  THE  FAR  EAST 


►  L.  L.  Bean  i.s  taking  its  rub- 
ber-soled hunting  boots 
abroad.  The  outdoor  retailer, 
famous  for  its  flannel  shirts 
and  camping  gear,  says  it 
wants  to  open  a  5,000-square- 
foot  store  in  the  heart  of  To- 
kyo. Japanese  retail  giant 
Seiyu  and  Matsushita  Electric 
Industrial  will  run  the  store, 
expected  to  open  later  this 
year.  Bean  says  four  more 
Japanese  outlets  could  follow. 


THE  VIRUS  IS  COMING! 
THE  VIRUS  IS  COMING! 


►  With  all  the  fuss  over  the 
Michelangelo  computer  virus, 
IT  users  may  be  overlooking 


another  threat  to  their  data:  a 
bug  that's  set  to  chomp  their 
files  on  Friday,  Mar.  13. 

Unlike  the  Michelangelo 
bug,  the  so-called  Jerusalem 
virus  is  designed  to  destroy 
only  certain  files  on  an  infect- 
ed PC's  hard  drive.  And  it's 
widespread:  A  recent  survey 
by  market  researcher  Data- 
quest  found  that  37'^'  of  com- 
panies with  bugs  in  their  net- 
works reported  finding  a 
Jerusalem  strain.  While  that's 
bad  news  for  system  manag- 
ers, it's  a  delight  for  makers 
of  antiviral  software.  XTree, 
of  San  Luis  Obispo,  Calif., 
says  its  24-hour  order  phone 
hasn't  stopped  ringing. 


MOTOROLA'S  PHONE 
SYSTEM  GETS  A  BOOST 


►  Motorola  has  moved  a  giant 
step  closer  to  launching  Iridi- 
um, a  worldwide,  satellite- 
based  phone  network.  The 
low-orbiting  satellites  that 
Motorola  plans  to  launch  will 
be  allowed  to  transmit  their 
messages  on  the  same  radio 
frequency  worldwide,  thanks 
to  a  Mar.  3  ruling  by  the 
World  Administrative  Radio 
Conference  in  Spain.  The  pos- 
sibility that  different  coun- 
tries would  assign  the  satel- 
lites different  frequencies  had 
jeopardized  the  company's 
plans. 

Motorola  still  faces  a  steep 
hurdle:  Getting  the  system 
and  its  77  satellites  off  the 
ground  will  take  $3.5  billion, 
up  sharply  from  the  compa- 


A  SYLLABUS  YOU  CAN  SINK  YOUR  TEETH  INTO 


Old  grads  look  back  fondly  on 
their  college  days  for  any  num- 
ber of  reasons:  the  late-night 
bull  sessions,  the  stern  but  kind- 
ly profs,  the  keg  parties,  the 
football  games.  But  college 
food?  Not  a  happy  memory: 
mystery  meat,  rubber  eggs,  pto- 
maine tuna  salad.  Ashland  Uni- 
versity is  out  to  change  all  that. 

The  school,  in  Ashland,  Ohio, 
has  won  a  national  prize  for  best 
college  food  service  three  years  running,  and  it's  capitalizin 
on  that  distinction  in  its  new  mailing  to  prospective  students ; 
Since  early  February,  it  has  sent  chocolate-chip  cookies 
20,000  high-school  seniors,  along  with  an  invitation  to  a  campu 
tour  and  free  lunch  at  the  school  food  court.  Executive  Admii 
sions  Director  Carl  Gerbasi  says  the  mailing  "is  the  mos 
exciting  thing  I've  ever  been  involved  in."  Wrestling  coac  i 
Tom  Lindner  isn't  as  thrilled.  His  athletes  have  had  a  har  ' 
time  making  weight  since  the  food  court  opened. 


ny's  original  $2  billion  esti- 
mate in  1990,  when  it  first 
proposed  the  network.  So  the 
company,  which  claims  it  al- 
ready has  some  outside  finan- 
cial backing,  aims  to  sign  up 
enough  partners  that  it  will 
end  up  owning  just  15%  of 
Iridium. 


ARE  THE  SHOPPING 
CHANNELS  COURTING? 


►  Two  home-shopping  chan- 
nels are  doing  a  little  shop- 
ping of  their  own.  Rivals  QVC 
and  HSN,  which  dominate  the 
$2  billion  shop-at-home  mar- 
ket, have  grudgingly  acknowl- 
edged that  they're  discussing 
the  possibility  of  a  merger  or 


joint  venture.  QVC  Executiv 
Vice-President  William  Coste 
lo  stressed  that  talks  ar 
"very  preliminary"  and  the  r 
leases  were  issued  only  in  r 
sponse  to  heavy  trading 
HSN  stock,  which  rose  to 
from  6 '72  in  late  February. 

The  companies'  caution 
understandable.  After  QV 
bought  CVN,  then  the  No, 
channel,  in  1989,  regular  C\ 
viewers   kicked   up  quite 
fuss.  To  avoid  alienating  th 
20  million  viewers  who  receiv 
both  channels,  HSN  and  Q\ 
would  probably  keep  separa 
shows  if  they  entered  in 
some  kind  of  combination 


WHY  HONEYWELL  IS 
SAYING  'CHEESE' 


►  A  month  after  winning 
six-year  court  battle  to  uphok 
its  patents  on  autofccus  tech 
nology,  Honeywell  has  settlec 
with  Minolta  Camera.  Oi 
Mar.  3,  Minolta  agreed  ii 
principle  to  pay  Honeywel 
$127.5  million.  That  sum  cov 
ers  last  month's  jury  awan 
of  $96  million  as  well  as  cour 
costs  and  a  worldwide  license 
for  the  technology.  Honeywel 
now  will  seek  similar  agree 
ments  with  15  other  camerf 
makers.  All  told,  Honeywel 
could  collect  $300  million  ir 
back  rovalties. 
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en  the  custc>iii|rcalli| 
these  Jbgs  tecill^ 


As  supplier  to  the  19f)2  US.  Olympic. 
Team,  (he  Emerson  Flag  Compatiy 

UNITED  STATES'    .  1         .  n     '       I   »  r     I  ■ 

POSTAL  SERVICE  has  to  craiiK  out  liags  3  lot  1  astcr , 
C^^^^C^  than  Belsy  Ross  ever  did.  And  with 
business  heint;  the  kind  of  last- 

OFFICIAL  OLYMPIC  .  ,       ,  .  • 

SPONSOR      ni mute  ordeal  it  often  is,  hmerson 
has  to  deliver  them  fast,  too.  So  they  use  Express 
Mail"  overnight  service  from  the  post  office.  It's 
guaranteed.*  It's  inexpensive.  And  Express  Mail 
will  pick  up  unlimited  packages  for  a  single  pick- 
up charge.  With  value  like  that.  Express  Mail 
could  help  any  business  have  a  banner  year.  For 
pickup,  call  1-800-222-1 81 1.  We  deliver. 


EXPRESS 

miL 


01991  USPS  'SOME  RESTRICTIONS  APPLY.  CONTACT  YOUH  POST  OFFICE  FOR  DETAILS.  36  USC  380 


Two  Reasons  To  Trade  In 
Your  Stereo  SystemNow! 


IK 


The  Bose  Lifestyle'  musii. 
system  includes  Direct/ Reflecting 
cube  speaker  arrays;  Lifestyle'  music  center  with  huilt-in 
CD  player  and  AM/FM  stereo  radio;  remote  control  diat 
works  around  comers  and  through  walls.  Also  comes  widi 
hideaway  Acoustimass'  bass  module  (not  shown). 


1 


2 


A  $200  trade-in  allowance  on  the 
Bose  Lifestyle  music  system. 

New  Bose  patented  technology,  including 
Acoustimass  speaker  technology  and  automatic 
dynamic  equalization,  has  enabled  us  to  reduce 
the  size  and  complexity  of  the  stereo  system  while 
actually  improving  performance. 

The  award-winning  Lifestyle  music 
system  replaces  an  entire  rack  of 
c(^nventional  equipment  and  speakers. 

And  now,  for  a  limited  time,  our  partici- 
Pelting  dealers  nationwide  will  give  you  at  least 
$200  as  a  trade-in  for  your  stereo  system  - 
regardless  of  size,  age,  or  condition  -  when  you 
trade  up  to  a  Lifestyle  music  system. 

"No  visible  speakers,  no  stack  of  components, 
nothing  that  looks  like  sound  equipment. . .  .Hit  the 
start  button  and  suddenly  the  room  fills  with  music 
of  exemplary  clarity  and  fuRness ." 

-  Hans  Fantel,  The  New  York  Tims,  1990* 


©1992  B<)scConx.r^rion.  The  Moijnr,iin.FMmint;kiJii  MA  01701  9I6!SU^A  *Cop>Tii:hi  WJOhy  tht;  New Ynrk  TimesComp.inv  RcprimeJ  hy pt-n 
Sime  dealers  nidy  offer  thcMf  sdvinys  withnui  j  trddtr-in 


Free  speakers  from  Bose. 

During  this  special  event,  when  you  trade  up  to  a 

Lifestyle  music  system,  Bose  will  send  p— 

you  a  pair  of  Lifestyle         ^.  '"^^fi^? 

powered  speakers,  a  $300    j  J] 

value,  free.  Now  you  can     i , 

add  quality  sound  to  your  video  system,  or  to  a 

second  room,  at  absolutely  no  additional  cost. 

Bose  dealers  are  also  offeriiig  a  generous  trade-in 
allowance  on  die  new  Virtually  Invisible 
Acoustimass-5  Series  11  speaker  system. 

These  olfere  (total  values  up  to  $500)  end  March 
3 1 , 1 992.  For  die  names  of  Bose  dealers  near  you, 
call  toll-free: 

l-800-444-BOSEExt.97 

Telephone  hours  during  this  e\  ent:  USA,  Monday-Friday  8: 30AM -9:00PM, 
Weekends  9AM-5PM  (ET);  Canada,  Monday-Fnday  9:00AM-5:00PM  (ET) 


Better  sound  through  research. 
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IHY  BUSH  WON'T  BENCH 
IIS  ECONOMICS  TEAM 


>nce  again,  angry  conservative  Republicans  in  Con- 
gress have  their  knives  out.  GOP  officeholders,  unlike 
their  rank-and-file  brethren,  can't  risk  venting  their 
^  at  George  Bush  by  backing  rival  Patrick  J.  Buchanan.  So, 
it-wingers  are  taking  out  their  frustration  on  the  economic 
isers  whom  they  blame  for  urging  Bush  to  fiddle  while  the 
nomy — and  his  reelection  prospects — burned, 
.nger  toward  Treasury  Secretary  Nicholas  F.  Brady  and 
Iget  Director  Richard  G.  Darman  has  been  building  ever 
!e  Bush  took  their  advice  and  accepted  a  ta.x  hike  in  the 
0  budget  deal — a  decision  Bush  himself  now  calls  a  "mis- 
s."  Senator  Connie  Mack  (R-Fla.) 
lands  Brady's  firing.  House  Mi- 
ity  Whip  Newt  Gingrich  (R-Ga.) 
barred  Treasury  lobbyists  from 
office.  Says  Mack:  "There's  no 
i\t  available.  Small  business  is 
ig  crushed.  Nothing's  changed, 
thing's  happening." 
'he  conservatives  raise  an  inter- 
ng  point:  Why  shouldn't  Bush 
his  advisers?  The  economy  has 
wn  at  an  annual  rate  of  les.^ 
n  one-half  percent  during  the 
>h  Presidency.  And  despite  a  big 
hike,  the  deficit  has  doubled. 
<iG  tow.  Bush's  economic  team  was  late  forecasting  the 
5ssion  and  completely  missed  the  second  dip  of  the  slump 
;  summer.  The  tight-money  policies  of  Bush's  Federal  Re- 
ve  Chairman,  Alan  Greenspan,  probably  exacerbated  the 
3Ssion.  And  the  Bushies  just  can't  convince  voters  that  the 
sident  really  cares  about  their  economic  struggles, 
ince  Bush's  fiscal  1993  budget  opened  to  pans  from  all  the 
ics,  Darman  has  been  lying  low.  Brady,  who  is  in  charge  of 
policy,  has  become  the  lightning  rod.  Conservatives  hold 
Treasury  chief  liable  for  watering  down  a  capital-gains  tax 
and  waffling  on  real  estate  tax  breaks.  Conservatives  find 
Bush  team  ever  eager  to  compromise  with  Democrats  on 


BRADY:  LIGHTNIHG  ROD  FOR  BUSH'S  GOP  CRITICS 


tax  hikes  but  never  willing  to  lead  the  battle  for  tax  cuts. 

In  many  ways,  Brady  is  an  easy  mark.  He's  been  designated 
the  Administration's  chief  economic  spokesman,  a  role  for 
which  the  inarticulate  Treasury  chief  is  particularly  ill-suited. 
Brady's  white-shoes  demeanor  and  unreconstructed  optimism 
look  to  many  like  lack  of  concern.  When  Brady  points  to  an 
uptick  in  light-bulb  sales  and  says,  "I  see  robins  on  the  lawn  of 
our  economy,"  he  may  be  correctly  spotting  the  early  signs  of 
recovery.  But  as  public  relations  for  a  President  whose  approv- 
al ratings  are  plummeting,  such  comments  sound  out-of-touch. 
Still,  Bush  seems  prepared  to  brush  off  the  assault  on  his 
economic  team.  One  reason  is 
Bush's  intense  loyalty.  Brady  is  a 
close  friend  and  has  a  job  for  as 
long  as  he  wants  it.  And  while  Dar- 
man's  relationship  with  the  Presi- 
dent has  had  its  ups  and  downs, 
Bush  still  considers  his  budget  chief 
an  asset  to  the  Administration. 

Brady  and  Darman  also  please 
Bush  by  telling  him  what  he  wants 
to  hear.  Like  many  CEOs,  Bush  has 
surrounded  himself  with  aides  who 
reinforce  his  own  view  of  the  world. 
Bush  is  an  optimist  who's  not  very 
interested  in  economics.  When  the 


recovery  waned  last  year,  bad  news  was  effectively  banned 
from  the  White  House,  forestalling  any  policy  action. 

Last  fall,  Brady  and  Darman  objected  to  a  quick  tax  cut, 
betting  that  the  economy — and  Bush's  political  standing — 
would  rebound  by  early  spring.  The  recovery  is  behind  sched- 
ule, and  even  if  Brady  and  Darman  were  fired  tomorrow, 
there  is  nothing  Bush  can  now  do  to  ensure  a  spurt  of  growth 
by  Election  Day.  Giving  in  to  demands  for  a  purge  would  look 
desperate.  Bush  has  wagered  his  Presidency  that  the  Brady- 
Darman  strategy  is  right.  The  hand  has  been  dealt,  and  all  he 
can  do  is  wait  to  see  how  it  plays  out. 

By  Howard  Gleckman 


PITAS.  WRAPUPI 


IE  SENATE 


rhe  already  bright  prospects  of 
Democrats  holding  at  least  their 
-43  Senate  margin  in  November  are 
!tting  even  brighter.  One  of  the  few 
irk  clouds  disappeared  when  Brock 
dams  (D-Wash.)  abandoned  his  bid 
r  a  second  term.  State  Democrats, 
ho  had  all  but  written  Adams  off, 
)w  hope  that  popular  outgoing  Gover- 
)r  Booth  Gardner  will  enter  the  race 
id  save  the  seat. 

Meanwhile,  four  Southern  Demo- 
ats  who  seemed  endangered  after 
•esident  Bush's  gulf  war  triumph 
)w  look  safe.  The  reason:  The  GOP 
st  couldn't  recruit  strong  challengers 


to  take  on  Terry  Sanford  (N.  C),  Er- 
nest F.  Hollings  (S.  C),  Wyche  Fowler 
Jr.  (Ga.),  or  Richard  C.  Shelby  (Ala.). 

The  GOP  could  easily  lose  open  seats 
to  strong  Democratic  contenders  in  sol- 
idly Republican  Utah  and  Idaho.  And 
GOP  incumbents  face  spirited  chal- 
lenges, with  Oregon's  Bob  Packwood 
perhaps  the  weakest  of  the  lot. 

The  Democrats  have  their  vulnerabil- 
ities, too.  Colorado's  Timothy  E.  Wirth 
has  a  tough  race  against  Republican 
Terry  Considine.  And  Alan  J.  Dixon 
(111.)  is  under  siege  in  a  Mar.  17  prima- 
ry. But  chances  are  that  when  the 
votes  are  counted,  the  Democrats  will 
hold,  and  perhaps  expand,  their  domi- 
nance of  the  Senate. 


QUAYLE-BUSH  IN  '92? 

Gallows  humor  making  the  rounds  at  the 
White  House  has  George  Bush  begging 
Dan  Quayle  not  to  drop  him  from  the  ticket 
The  reason:  The  Vice-President's  rise  in  the 
polls  is  about  to  meet  his  boss's  decline 


QUAYLE 


JAN. 


MAR. 
■91 


on. 

•91 


FEB. 
■92 


A  PERCENT  VIEWING  FAVORABLY 

DATA:  ROPER  CEKHR  FOR  PUBLIC  OPINION  RESEARCH,  GAUUP 
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THE  MAN  WHO  WOULD  BE 
MEDIA  KINGPIN  OF  EUROPE 


fell 
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Silvio  Berlusconi  may  gain  control  of  French  and  British  TV  channels 


iS  Till 


Ei 


urope  is  about  to  become 
the  world's  largest  unified 
market — except  when  it 
comes  to  television.  Media  mo- 
guls such  as  Rupert  Murdoch 
have  tried — and  failed — to 
come  up  with  a  European 
equivalent  of  an  American  TV 
network  able  to  operate  on  a 
Continental  scale. 

Enter  Milan's  Silvio  Berlus- 
coni. Through  his  $10  billion 
Fininvest  Group,  Berlusconi  is 
already  a  key  player  in  com- 
mercial TV  in  Italy,  Spain,  and 
Germany.  Now,  he's  tuning  in 
to  France  and  Britain.  On  Feb. 
25,  his  $330  million  plan  to  res- 
cue France's  ailing  La  Cinq  TV 
network  was  approved  by  its 
shareholders.  In  Britain,  Ber- 
lusconi is  emerging  as  the 
prime  candidate  to  take  over 
Channel  5,  the  new  national  TV 
network  due  to  start  up  in  1994. 
If  he  succeeds  in  his  bids  and 
turns  the  stations  into  money- 
makers, Berlusconi  could  reign 
as  Europe's  media  kingpin. 

Berlusconi's  strategy  could 
not  be  less  like  Murdoch's  Sky 
Channel,  which  attempted  to  blanket  a 
broad  swath  of  Europe  with  identical 
programming.  After  his  European  plan 
proved  to  be  a  costly  failure,  Mur- 
doch scaled  it  down  to  focus  only  on 
Britain. 

ENTICING  DEALS.  By  contrast,  Berlus- 
coni's game  plan  is  to  treat  Europe  as  a 
collection  of  national  markets  and  pick 
them  off  one  by  one.  While  starting  up 
stations  in  Spain,  France,  and  Italy  has 
cost  him  millions,  he  has  recouped  by 
selling  his  own  programming  to  the  new 
networks.  Since  his  group  also  includes 
Europe's  largest  broker  of  advertising 
space — Publitalia  '80 — he  can  offer  entic- 
ing, multicountry  ad  deals. 

Berlusconi's  greatest  strength  is  his 
stock  of  around  100,000  hours  of  TV  pro- 
gramming, by  far  the  largest  in  Europe. 
He  holds  European  rights  to  such  U.  S. 
series  as  Dynasty,  Dallas,  and  Twin 
Peaks  as  well  as  thousands  of  feature 
films,  including  Terminator  2.  And  just 
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as  the  European  Community  is  pressur- 
ing member  states  to  cut  down  on  pur- 
chases of  U.  S.  programming,  Berlusconi 
has  started  his  own  large-scale  produc- 
tions in  Europe.  Tricom,  a  production 
company  jointly  owned  by  Berlusconi, 


THE  BERLUSCONI  GROUP 


1991  SALES  (BILLIONS) 


TV  &  ADVERTISING 


Holds  stakes  in  networks  in  Italy,  $3.2 
Germany,  France,  and  Spain;  ranks 
as  Europe's  largest  ad  broker 


PUBLISHING 


Owns  Arnaldo  Mondadori,  a  $15 
leading  Italian  publisher  of  books 
and  magazines 


Controls  Italy's  largest  chain  $2  2 

of  supermarkets 

DATA:  FININVEST,  BW 


Germany's  Leo  Kirch  Group, 
and  France's  TFl  recently^ 
turned  out  the  Emmy-winning 
miniseries  Phantom  of  the  Op 
era,  with  Burt  Lancaster. 

Then  there's  Berlusconi  the 
man.  As  owner  of  Italy's  top- 
ranked  soccer  team,  Milan 
A.  C,  he  has  a  kind  of  cult  sta- 
tus among  the  country's  youth 
In  a  national  poll  of  teenagers 
in  early  March,  the  down-home 
Berlusconi  ranked  as  the  single 
most  popular  figure,  surpass- 
ing both  Jesus  Christ  and  Ita- 
ly's President. 

CINQ  AND  SWIM?  Still,  he  has 
his  work  cut  out  for  him.  As  he 
shuttles  back  and  forth  be- 
tween Milan  and  Paris  on  his 
Gulfstream  IV,  he  now  faces 
the  hurdle  of  getting  French 
government  approval  for  his 
plan  to  bail  out  La  Cinq,  of 
which  he  already  owns  25%. 
Faced  with  sluggish  growth  in 
a  crowded  TV  market.  La  Cinq 
went  bust  on  Dec.  31  and  is 
broadcasting  under  a  court-ap- 
pointed administrator.  Rival  TV 
networks  are  lobbying  hard  to 
quash  Berlusconi's  rescue  effort,  wor- 
ried that  the  lower  costs  resulting  from 
Fininvest's  in-house  production  and  vast 
TV  library  would  kill  competition.  The 
government  requires  at  least  40%  of  TV 
programming  to  be  produced  in  France, 
another  sticking  point.  "If  Berlusconi 
just  plans  to  broadcast  American  pro- 
grams, he  won't  get  our  sympathy," 
says  an  official  of  the  French  govern- 
ment's TV  watchdog  agency. 

Berlusconi  may  have  an  easier  time  in 
Britain.  If  he  emerges  next  September 
as  the  winning  bidder  for  the  new  Chan- 
nel 5,  he  will  be  the  first  foreigner  to 
control  a  British  network.  But  the  new 
channel  also  faces  tough  competition.  It 
will  be  up  against  two  commercial  chan- 
nels, two  national  government  stations, 
and  a  burgeoning  satellite  and  cable  in- 
dustry. "If  we  can  succeed  in  Britain 
and  France,"  says  Fedele  Confalonieri, 
Fininvest's  general  manager,  "this  will 
be  a  real  turning  point  for  us." 
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INTERNATIONAL  BUSINESSp,:^ 


ince  its  first  tentative  cable-TV  broad- 
:s  in  a  Milan  suburb  in  1978,  Berlus- 
i's  media  empire  has  grown  amazing- 
fast.  In  Italy,  Fininvest  has  three 
onal  TV  channels,  control  over  the 
ntry's  largest  chain  of  cinemas,  and 
biggest  book  and  magazine  publish- 
(table).  Together,  they  scooped  up 
•e  than  a  third  of  the  $7.5  billion 
nt  on  Italian  television  and  print  ad- 
:ising  last  year.  In  1991,  Fininvest 
ipanies  churned  out  more  TV  pro- 
mming  than  any  European  group. 
1  Spain,  Fininvest  is  the  power  be- 
1  Telecinco,  the  country's  newest 
imercial  TV  network.  In  less  than  a 


year  and  a  half,  it  has  sailed  past  the 
stodgy  government-owned  networks  to 
become  the  country's  No.  1  channel.  In 
the  booming  German  market,  Berlusconi 
has  a  21%  stake  in  Telefiinf ,  a  broadcast- 
ing joint  venture  with  the  Axel  Springer 
publishing  group. 

Adding  Britain  and  France  to  the  mix 
would  give  Berlusconi  a  much  bigger 
audience  for  the  Hollywood  productions 
he  now  has  in  the  works.  Pentafilm,  a 
production  unit  set  up  in  Hollywood  in 
1989,  is  churning  out  big-budget  films 
such  as  the  upcoming  Man  of  Trouble, 
starring  Jack  Nicholson,  and  The  House 
of  Cards,  with  Kathleen  Turner. 


With  a  presence  in  Europe's  top  five 
TV  markets,  Berlusconi  would  also  be 
able  to  offer  attractive  deals  to  big  ad- 
vertisers such  as  Unilever  and  Nestle. 
Already,  his  Publitalia  advertising  arm 
has  cut  multicountry  deals  with  Gillette 
Co.  and  Adidas.  "We  welcome  the  arriv- 
al of  Berlusconi,  since  he'll  bring  compe- 
tition to  Europe's  media  market,"  says 
Franck  Moison,  the  Paris-based  general 
manager  of  Colgate-Palmolive  France's 
Household  Div.  Those  are  the  kinds  of 
words  Berlusconi  is  banking  on. 

By  John  Rossant  in  Rome,  with  Stewart 
Toy  in  Paris,  and  Richard  A.  Melcher  in 
London 


Commentary/by  Paul  Magnusson 

IS  IT  AMERICAN?  HERE'S  AN  EASY  WAY  TO  TELL 


Clothes  may  make  the  man,  but 
does  the  engine  block  make  the 
car?  And  is  a  Band-Aid  applied  to 
auto  worker's  finger  part  of  a  car's 
mufacturing  cost?  Such  questions 
e  looming  as  auto  production  in  Mex- 
)  takes  off  (page  98).  They  are  al- 
ady  provoking  an  angry  dispute  with 
madians  over  Hondas  built  in  Ontar- 
The  answers  will  do  much  to  shape 
e  auto  industry's  future  in  North 
"nerica. 

Negotiators  are 
"estling  over  these 
;ues  as  they  try  to 
rge  a  North  Ameri- 
n  Free  Trade 
^reement  (NAFTA). 
ley  have  to  decide 
>v/  much  North 
naerican  content  a 
r,  washing  machine, 
PC  must  have  to  be 
igible  to  move  duty- 
ee  among  the  three 
untries.  Detroit 
ito  makers  want 
rict  "rules  of  origin" 
med  at  keeping 
ostly  Japanese  cars 
om  slipping  into  the 
.  S.  through  Canadi- 
1  and  Mexican  quick- 


is  that  of  parts  made  in  North  Ameri- 
ca, let  the  product  move  anywhere  on 
the  continent  duty-free.  But  Canadians 
and  Mexicans  like  the  looser  content 
definition.  It  makes  it  easier  for  them 
to  lure  foreigners  to  set  up  shop  to  get 
duty-free  access  to  the  U.  S. 

Customs  provoked  the  current  de- 
bate. On  Mar.  2,  it  ruled  that  Honda 
Civics  made  in  Alliston,  Ont.,  didn't 
qualify  to  enter  the  U.  S.  duty-free  un- 
der the  1988  U.  S.-Canada  trade  pact. 


HONDA  ENGINES  IN  OHIO:  THE  U.S.  SAYS  THEY  DON'T  QUALIFY  AS  NORTH  AMERICAN 


sembly  plants.  The  rules  should  en- 
ire  that  the  "guts"  of  the  car  are 
ade  in  North  America,  says  Joseph  T. 
arman,  chairman  of  TRW  Inc. 
MPLE  ADDITION?  Gorman  and  the 
ito  makers  are  on  the  right  track. 
;iff  content  standards  should  cover 
its,  bolts,  and  pistons — and  exclude 
ich  intangibles  as  depreciation  and 
;bt  costs  today  counted  as  local  con- 
nt.  For  the  U.  S.  to  benefit,  the  best 
ay  to  measure  content  is  to  add  up 
le  value  of  the  parts.  If  half  the  value 


One  problem  was  uniforms.  At 
Honda  plants,  everyone  from  the  presi- 
dent to  the  janitor  wears  a  white  cover- 
all with  a  folksy  namepatch.  The  uni- 
forms boost  teamwork  and  Honda's 
egalitarian  management  style.  But 
Customs  auditors  balked.  They  exclud- 
ed such  items  from  North  American 
content  because  they  aren't  "direct 
costs"  of  manufacturing,  as  the  free- 
trade  pact  specifies.  The  same  goes  for 
the  salary  of  the  plant  nurse  who  ban- 
dages workers'  cuts  and  sprains.  On 


the  other  hand.  Customs  lets  Honda 
count  toward  "local  content"  the  depre- 
ciation of  the  plant's  machinery — most- 
ly from  Japan. 

The  verdict:  Honda's  engine  consists 
mostly  of  Japanese  parts  added  to  an 
aluminum  block  cast  at  a  Honda  plant. 
Thus,  dropping  it  into  Civic  chassis  at 
Alliston  didn't  meet  the  50%  rule.  The 
bottom  line:  A  $17  million  bill  to  Honda 
for  back  tariffs  on  91,000  Civics  that 
were  shipped  to  the  U.  S.  through  Mar. 
31,  1990. 

Canada  will  take 
Honda's  side  in  ap- 
peals. The  U.S.  has 
been  "changing  rules 
in  midstream  and 
making  unilateral  de- 
cisions on  the  rules  of 
origin,"  says  a  Cana- 
dian spokesman. 

To  Canada,  the  up- 
roar also  shows  how 
hard  it  may  be  to  ex- 
pand the  U.  S.-Canada 
pact  into  a  NAFTA  ac- 
cord. "What's  the 
point  of  negotiating 
something  new  if  we 
can't  successfully  im- 
plement what  we 
have?"  asks  Ambassa- 


dor to  Washington  Derek  H.  Burney. 

Difficult  or  not,  the  current  trilateral 
negotiations  are  the  best  way  to  pro- 
ceed, building  on  what  has  already 
been  learned  from  U.  S.-Canada  trade. 
In  the  trade  talks,  North  American 
content  must  be  measured  solely  by 
the  value  of  parts  manufactured — not 
merely  assembled — in  North  American 
plants.  It's  not  a  perfect  solution:  It 
may  shortchange  some  labor-intensive 
manufacturers.  But  it's  better  than  hir- 
ing lawyers  to  count  Band-Aids. 
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•  DEIORS  JUMPS  SHIP, 
UROPEAN  UNITY  COULD  FOUNDER 


¥ill  Jacques  Delors  jilt  Brussels  for  Paris?  With 
France's  Socialists  in  deep  political  trouble,  the  pow- 
er corridors  of  the  European  Community  are  buzz- 
with  the  possibility  that  its  intellectual,  enigmatic  Presi- 
:  may  soon  get  an  offer  he  can't  refuse:  the  French 
Tiiership  and  the  inside  track  at  eventually  succeeding 
iident  Francois  Mitterrand.  But  with  the  EC's  unity  drive 
ng  mounting  challenges,  that  prospect  has  Brussels  insid- 
squirming.  "God  only  knows  what  will 
pen  to  Europe  without  Delors,"  says  vet- 
1  Brussels  lobbyist  Stanley  Crossick. 
I  six  years  at  the  EC  helm,  Delors,  66,  has 
much  glory  as  the  man  who  has  trans- 
ned  European  unity  from  dream  to  near 
ity.  For  Delors,  Brussels  has  been  the 
1  platform  for  an  eventual  run  at  the  Ely- 
Palace. 

lY  BLOW?  The  former  French  Finance  Min- 
r  would  prefer  to  put  off  a  return  to 
tice  until  the  end  of  another  EC  term  in 
).  But  if  the  French  Socialists  receive  the 
/y  drubbing  some  forecasters  expect  in 
onal  elections  on  Mar.  22,  the  beleaguered 
;errand  would  find  it  hard  to  resist  tap- 
Delors  as  a  white  knight  to  replace 
ndering  Prime  Minister  Edith  Cresson. 
t  year,  Delors,  France's  most  popular  po- 
ll figure,  promised  to  take  the  post  if 
id. 

nfortunately,  the  EC  can  ill  afford  a  lead- 
lip  crisis  now.  With  the  launch  of  a  single  European  mar- 
entering  the  final  countdown  to  Jan.  1,  even  Delors'  diplo- 
ic skills  will  be  sorely  tested  in  the  coming  months.  He 
ady  has  a  fierce  battle  on  his  hands  over  who  gets  stuck 
ing  for  the  EC's  burgeoning  $87  billion  budget, 
he  EC's  top  honcho  will  also  be  called  on  to  help  push  the 
istricht  treaty  on  political  and  economic  union,  which  was 
3led  together  last  December,  through  tough  ratification 


battles  in  each  of  the  12  EC  countries.  Current  polls  show  that 
the  first  vote  on  the  measure  on  June  2  in  Denmark  will  be  a 
tight  contest.  In  Germany,  voters  are  increasingly  skeptical 
about  the  wisdom  of  sacrificing  the  rock-solid  German  mark 
for  a  single  European  currency. 

A  departure  by  Delors  before  his  term  expires  at  yearend 
would  create  an  immediate  EC  leadership  vacuum.  None  of  the 
current  EC  commissioners,  one  of  whom  would  act  as  tempo- 
rary President,  has  the  stature  to  broker  a 
major  deal.  A  potentially  divisive  battle  for  a 
permanent  replacement  for  Delors  has  al- 
ready started.  Italian  Foreign  Minister  Gianni 
De  Michelis  is  often  mentioned  as  a  candidate. 
But  Dutch  Prime  Minister  Rudolph  Lubbers 
is  the  frontrunner.  He  would  in  part  be  a 
surrogate  for  the  Germans,  who  feel  entitled 
to  the  next  presidency  but  may  not  insist  for 
fear  of  seeming  too  assertive.  Whoever  takes 
over  would  likely  shuffle  the  EC  staff.  That 
could  threaten  the  current  dominance  of  free- 
marketers  such  as  Competition  Commissioner 
Sir  Leon  Brittan. 

Such  pitfalls  for  Europe  argue  strongly  for 
Delors  to  stay  on.  But  in  France,  a  different 
dynamic  is  at  work.  Delors'  return  would  per- 
mit him  to  take  credit  for  a  French  economy 
that  seems  to  be  poised  for  revival.  That  could 
also  provide  him  with  the  necessary  momen- 
tum to  squeeze  past  former  Prime  Minister 
Michel  Rocard,  the  socialist  hierarchy's  candi- 
date to  succeed  Mitterrand. 

In  the  next  two  weeks,  Mitterrand  and  Delors  may  have  to 
decide  between  the  interests  of  their  party  and  those  of  great- 
er Europe.  In  fact,  luring  Delors  home  now  would  cast  doubt 
on  France's  commitment  to  the  European  Community.  But  the 
old  axiom  that  all  politics  are  local  may  still  apply — even  in  the 
new  Europe. 

By  Bill  Ja  vet  ski  with  Patrick  Oster  in  Brussels 
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Iaving  scored  early  successes  with 
his  ruble-stablilization  program, 
issian  President  Boris  Yeltsin  is 
jssing  ahead  with  a  riskier  Phase  II 
economic  reforms.  By  Apr.  15,  he 
11  hit  already  reeling  consumers  by 
ieing  the  prices  of  bread,  milk,  and 
dka.  He  will  also  decontrol  oil  and 
il  prices — a  move  that  will  jolt  indus- 
whose  output  has  already  plunged 
aghly  207f  since  January.  Businesses 
;  beginning  to  send  workers  home 
unplanned  vacations,  and  some 
)nomists  predict  that  unemployment 
aid  rise  to  10  million  by  yearend 
)m  less  than  a  million  now.  But  Yelt- 


sin hopes  another  dose  of  strong  medi- 
cine will  be  rewarded  with  big  loans 
from  the  International  Monetary  Fund 
later  this  year. 

THE  NETHERLANDS  

Philips  Electronics'  Chief  Jan  Tim- 
mer  has  bought  time  with  massive 
staff  cuts,  but  it's  too  soon  to  tell 
whether  his  big  new  gambles  on  con- 
sumer electronics  will  lead  to  a  real 
turnaround.  Savings  from  47,400  lay- 
offs came  to  about  $1  billion,  more 
than  the  $530  million  in  net  1991  profits 
the  company  reported  on  Feb.  21.  Phil- 
ips lost  $2.3  billion  in  1990. 

Since  no  big  gains  are  expected  until 
1993  from  new  products  such  as  digital 


tape  cassettes  and  HDTV,  the  company 
will  remain  under  financial  pressure 
for  the  rest  of  this  year.  Philips  may 
look  for  partners  to  share  R&D  costs. 

EUROPE  

I ever  mind  leadership  problems: 
The  EC  can't  even  decide  what  lan- 
guage to  use.  On  Feb.  27,  the  EC  court 
voided  a  Community  ruling  because  it 
hadn't  been  signed  in  all  nine  official 
EC  languages.  The  case  highlights  the 
difficulties  of  satisfying  the  myriad 
language  demands  of  the  12-nation  EC, 
whose  membership  may  double  this  de- 
cade. Insiders  worry  that  unless  the  EC 
settles  on  a  lingua  franca,  it  could  be 
as  paralyzed  as  Babel. 
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RETAILERS  I 


O.K.,  SO 

HE'S  NOT  SAM  WALTON 

CEO  David  Glass  stays  behind  the  scenes,  but  he's  keeping  Wal-Mart's  growth  supercharged 
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AS  a  director  of  Wal-Mart  Stores 
Inc.,  the  burden  sometimes  falls 
upon  John  E.  Tate  to  grease  the 
skids  for  the  giant  retailer  in  Washing- 
ton. A  former  Wal-Mart  general  counsel, 
Tate  knows  plenty  of  the  right  people, 
and  capital  power  brokers  certainly 
know  Wal-Mart.  But  when  Tate  intro- 
duces the  company's  chief  executive, 
he's  often  greeted  with  blank  stares. 
"This  guy  doesn't  look  like  Sam  Wal- 
ton," their  eyes  seem  to  say. 

Meet  David  D.  Glass,  arguably  the 
most  under-recognized  CEO  in  America. 
Having  taken  over  for  Walton  in  1988, 
Glass  toils  in  the  shadow  of  the  legend- 
ary chairman — and 
doesn't  mind  at  all. 
The  people  in  Benton- 
ville.  Ark.,  Wal-Mart's 
hometown,  know  who 
he  is.  So  do  the  compa- 
ny's 365,000  employ- 
ees. As  for  his  relative 
anonymity  elsewhere, 
well,  he'd  be  a  fool  to 
compete  for  attention 
with  Walton,  who's  no 
fan  of  the  limelight 
himself.  Glass  had  to 
coax  him  to  write  an 
autobiography,  which 
recently  drew  a  $4  mil- 
lion advance. 

But  don't  mistake  Glass's  humility 
and  soft  Missouri  drawl  for  a  lack  of 
self-confidence — or  power.  Glass,  56,  is 
firmly  in  control  of  the  world's  largest 
retailer.  During  his  four  years  in  the  top 
spot,  Wal-Mart  has  rocketed  from  $16 
billion  in  sales  to  $44  billion,  surpassing 
both  Kmart  Corp.  and  Sears,  Roebuck  & 
Co.  in  volume  (chart).  Meanwhile,  earn- 
ings have  grown  at  a  267<  compound 
annual  clip,  to  $1.6  billion,  while  Wal- 
Mart's  value  on  the  stock  market  has 
soared  to  $62  billion  from  $16.8  billion.  If 
the  public  is  unfamiliar  with  him.  Glass 
isn't  bothered:  "1  have  the  respect  of  the 
organization  and  am  very  visible  inside." 

Given  his  clout,  questions  about 
Glass's  leadership  are  no  idle  matter,  es- 
pecially with  74-year-old  Sam  Walton 
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battling  an  incurable  form  of  bone  can- 
cer that  has  kept  him  away  from  man- 
agement meetings  in  recent  months. 
Walton,  who  was  diagnosed  with  multi- 
ple myeloma  in  1989,  has  been  undergo- 
ing treatments  at  several  facilities,  in- 
cluding the  Mayo  Clinic.  He  was 
unavailable  for  comment. 
ROOM  TO  GROW.  But  insiders,  suppliers, 
and  analysts  close  to  Wal-Mart  seem  in- 
creasingly satisfied  that  the  discounter 
is  in  no  danger  of  fading  without  Wal- 
ton's evangelistic  zeal.  In  fact,  most  ana- 
lysts think  Walton's  projection  that  Wal- 
-Mart  will  top  a  remarkable  $100  billion 
in  sales  by  the  end  of  the  decade  is 
within  reach.  Despite 
its  tremendous 
growth,  the  retailer 
has  left  plenty  of  ter- 
ritory untouched  in 
the  U.  S. — not  to  men- 
tion abroad.  "You 
can't  replace  a  Sam 
Walton,"  says  Glass, 
"but  he  has  prepared 
the  company  to  run 
well  whether  he's 
there  or  not." 

Still,  Glass  faces 
some  huge  challenges, 
many  of  which  Walton 
never  had  to  contend 
with.  Wal-Mart  is  now  one  of  America's 
corporate  giants,  with  all  the  attendant 
complexity.  Walton's  bare-bones  corpo- 
rate culture  should  defend  against  the 
sort  of  corpulence  that  undid  Sears.  But 
rival  discounters,  such  as  Kmart  and 
Dayton  Hudson  Corp.'s  Target  Stores, 
are  hardly  standing  still.  And  Wal-Mart, 
with  nearly  2,000  stores,  is  feeling  some 
backlash  against  its  size  and  clout  (page 
60).  Glass's  task  is  to  keep  Wal-Mart 
from  developing  big-company  disease — 
an  ailment  that  can  attack  even  Ameri- 
ca's brightest  stars.  Just  look  at  IBM. 

So  far,  though.  Glass  has  allayed  most 
fears  about  life  after  Sam.  He  doesn't 
rally  the  troops  with  the  same  fervor, 
"but  frankly,  you  probably  remember 
more  of  what  he  said,"  says  Tate.  Like 
Walton,  Glass  delegates  authority  well 
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and  communicates  with  a  disarmin] 
dose  of  humility.  His  stern  gaze  an 
thick,  almost  menacing  eyebrows  bell 
his  considerable  charm  and  dry  humor, 

Walton  recognized  Glass's  abilities  i 
1984,  when  he  engineered  a  job  switc!  [ 
between  Glass,  the  chief  financial  off 
cer,  and  Jack  Shewniaker,  the  presiden|!| 
While  the  company  denied  the  two  me 
were  being  pitted  against  each  other, 
was  clear  that  only  one  would  rise  to  th 
top.  Sources  say  Shewmaker's  troubl 
was  a  short  fuse  and  a  tendency  towar 
top-heavy  decision-making.  Glass's  coll< 
gial  style  eventually  landed  him  the  jol 

Nevertheless,  the  move  was  a  surpris 
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...AND  HERE'S  HOW 
GLASS  AIMS  TO  KEEP  IT 
THAT  WAY 

►  GROCERIES  Build  more 
'supercenters,'  50%  larger 
than  the  biggest  Wal-Mart, 
that  carry  everything  the 
regular  stores  do — plus 
food.  Six  of  them  are  cur- 
rently up  and  running;  15 
more  to  open  this  year 

►  BIGGER  STORES  Make 
room  for  wider  aisles,  rest 
benches,  and  other  inexpen- 
sive customer  amenities. 
Goal:  To  keep  customers 
shopping  longer  and  drive 
up  Wal-Mart's  sales  per 
square  foot 

►  TECHNOLOGY  Lower 
costs  through  new  inven- 
tory controls;  has  already  in- 
vested $600  million  in  five 
years.  One  system  allows 
2,000  vendors  to  see  imme- 
diately how  their  merchan- 
dise is  selling 
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n  Shewmaker's  charisma,  merchan- 
ig  talents,  and  close  relationship 
I  Walton.  The  two  often  hunted  to- 
ler  or  played  tennis.  Glass  does  nei- 
.  Although  he  speaks  of  Walton  with 
ction  and  near  awe.  Glass  doesn't 
ilize  regularly  with  the  boss, 
at  Glass  does  share  Walton's  rural, 
Iscrabble  roots.  The  oldest  of  three 
;,  Glass  grew  up  in  tiny  Mountain 
V,  Mo.,  which  now  boasts  a  golf 
'se  and  annual  tournament  named 
r  him.  His  mother  worked  for  20 
■s  as  a  supervisor  in  a  uniform  fac- 
,  while  his  father  ran  a  feed  mill, 
's  still  the  same  old  kid  he  always 
,  and  I'd  just  whop  him  if  he 
in't,"  says  77-year-old  Myrtle  Glass, 

refers  to  her  son  as  "Dayne,"  his 
lie  name.  Glass  still  does  his  par- 
'  income  taxes  as  well  as  his  own. 
1  the  family  feed  mill  closed,  he 
ed  keep  the  books. 

high  school.  Glass  was  a  bright,  if 
Fferent,  student  who  would  skip 
ol  to  play  pool.  After  graduation,  he 
id  the  Army  and  landed  in  New 
ico,  where  he  met  15-year-old  Ruth 
erts  at  a  drive-in  restaurant.  On  a 
from  his  buddi'?s.  Glass  approached 
and  got  her  phone  number.  When  he 
d  later  for  a  date,  though,  she 
turned  him  down.  "He 


called  for  about  three  weeks  in  a  row.  I 
weakened,"  says  Ruth.  Three  months 
later,  they  married. 

After  his  stint  in  the  Army,  Glass  en- 
rolled at  Southwest  Missouri  State  Uni- 
versity to  pursue  a  business  degree.  He 
worked  nights  as  a  dispatcher  at  a 
trucking  company  to  support  his  young 
family  and  attended  school  during  the 
day,  sometimes  nodding  off  in  class. 


Glass  doesn't  rally  the  troops 
as  fervently  as  Walton, 

but  'you  probably  remember 
more  of  what  he  said' 


With  his  business  degree  in  hand, 
Glass  landed  a  job  in  1960  with  a  small 
drugstore  chain,  J.  W.  Crank  Co.  in 
Springfield,  Mo.  He  helped  Crank's  open 
some  of  the  first  "super"  drug  stores 
and  later  began  leasing  counter  space 
for  the  company  in  the  discount  stores 
that  were  just  emerging.  After  Crank's, 
he  moved  to  Austin,  Tex.,  to  build  a 
Howard  Johnson  motel.  But  he  missed 
retailing  and  soon  returned  to  Missouri 
to  join  grocer  Consumers  Markets  Inc. 


While  working  at  these  Missouri 
chains.  Glass  became  acquainted  with 
Sam  Walton.  At  the  time,  most  business- 
people  thought  Walton  was  crazy  for 
building  his  discount  stores  in  towns 
that  were  deemed  far  too  small  to  sup- 
port them.  With  Walton  urging  him  to 
join  Wal-Mart,  Glass  attended  the  open- 
ing of  Sam's  second  store  in  Harrison, 
Ark.  On  that  hot  July  day  in  1964,  Wal- 
ton had  arranged  for  truckloads  of  wa- 
termelons to  be  stacked  in  front  of  the 
store,  with  donkey  rides  in  the  parking 
lot.  When  the  watermelons  popped  in  the 
heat  and  the  donkeys  did  what  donkeys 
do,  the  mess  was  tracked  through  the 
store.  Glass  gave  Walton  some  advice  he 
has  long  since  lived  to  regret:  "I  sug- 
gested he  get  into  a  different  line  of 
work."  Walton  ignored  the  tip  but  didn't 
forget  Glass.  He  hired  him  in  1976. 
THINK  SMALL.  If  Sam  is  the  inspiration  at 
Wal-Mart,  it's  Glass  who  provides  the 
detailed  execution.  Most  recently,  he  has 
led  the  charge  into  groceries  and  bigger 
stores.  He  has  also  shaped  the  high-tech 
inventory  systems  that  drive  down  Wal- 
Mart's  costs  (table). 

For  all  his  focus  on  such  lofty  mat- 
ters. Glass  never  loses  sight  of  the  mun- 
dane details  of  successful  retailing.  Like 
all  senior  Wal-Mart  managers,  he  spends 
at  least  two  days  a  week  visiting  the 
company's  far-flung  stores.  The  goal  is 
not  to  supervise  a  store's  employees,  or 
"associates,"  as  they're  called  at  Wal- 
Mart,  but  to  listen  to  their  concerns. 

Glass  is  adamant  about  trying  to  run 
Wal-Mart  as  he  would  a  small  company. 
At  management  meetings,  "I  force  us  to 
talk  about  individual  stores.  In  the  mer- 
chandise meetings,  I  force  us  to  talk 
about  how  individual  items  are  selling  in 
individual  stores,"  he  says.  It's  not 
enough  for  a  manager  to  know  there's  a 
Wal-Mart  store  in  a  particular  town.  He 
or  she  had  better  know  what  street  it's 
on  and  what  competitors  are  nearby. 

Glass  is  equally  e.xacting  about  costs. 
"He  is  one  of  the  tightest  men  on  the 
face  of  the  earth,"  says  Executive  Vice- 
President  Bill  Fields.  Glass  rents  sub- 
compacts  and  shares  hotel  rooms  with 
other  Wal-Mart  executives  when  he  trav- 
els. At  headquarters,  he  pays  a  dime  for 
his  cup  of  coffee,  just  like  everyone  else. 
His  office  in  the  sprawling  red-brick 
building  barely  seats  three.  And  there's 
no  fancy  executive  washroom — though 
he  once  enjoyed  such  amenities  for  a  day 
or  two  when  his  colleagues  built  an  out- 
house in  his  office  as  a  joke. 

That's  not  to  say  that  Wal-Mart  hasn't 
made  Glass  a  very  rich  man.  True,  his 
$710,000  annual  salary  helped  prompt 
the  United  Shareholders  Assn.  to  dub 
him  the  nation's  "most  underpaid"  CEO. 
But  his  1.5  million  Wal-Mart  shares  are 
worth  $82  million  and  growing. 

Glass  hardly  lives  tlic  life  of  a  million- 
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aire,  but  he  has  indulged  a  few  of  his 
favorite  interests  at  home.  His  house  in 
quiet  Bentonville  includes  a  swimming 
pool  and  a  game  room  with  five  TV  moni- 
tors for  watching  sports  events.  And  af- 
ter years  of  owning  Ford  station  wag- 
ons, he  now  drives  a  white  Lexus.  The 
irony  of  driving  a  Japanese  luxury  car 
certainly  isn't  lost  on  Glass,  whose  com- 
pany proudly  espouses  a  "Buy  Ameri- 
can" philosophy.  But  he  makes  no  apolo- 
gies, either.  The  car  was  a  gift  from  his 
family  for  Father's  Day,  he  says,  and 
that's  all  there  is  to  it. 

Since  suffering  a  heart  attack  in  1983, 
Glass  has  been  trying  to  limit  his  late 
nights.  His  life  outside  the  office  re- 
volves mainly  around  family  and  sports. 
He's  an  avid  basketball  and  baseball  fan 
and  attends  the  St.  Louis  Cardinals' 
spring  training  in  Florida  every  year 
with  his  family,  which  now  includes  sev- 
en grandchildren.  His  wife,  Ruth,  a  bor- 
n-again  Christian,  often  travels  to  speak 
to  church  and  women's  groups.  His 
three  children  all  run  retail  shops  of 


their  own:  Dan  is  in  jewelry,  Don  in 
sports  memorabilia,  and  daughter  Dayna 
sells  children's  clothing.  The  stores  are 
owned  by  Glass  Enterprises,  the  fam- 
ily's investment  vehicle. 

Keeping  up  with  Wal-Mart,  however, 
promises  to  become  more  demanding 
than  ever.  The  company  is  growing  at  a 
breathtaking  pace — with  about  150  dis- 
count stores,  40  Sam's  Wholesale  Club 
warehouse-style  outlets,  and  15  super- 
centers  to  be  added  this  year.  Glass  sees 
no  end  in  sight  for  Wal-Mart's  U.  S.  ex- 
pansion, especially  since  it  has  just  start- 
ed moving  into  California  and  the  East 
Coast.  Wal-Mart  is  even  testing  the  wa- 
ters in  foreign  markets,  with  two  stores 
owned  in  a  joint  venture  in  Mexico. 
'NO  SUPERSTARS.'  Perhaps  the  greatest 
obstacle  facing  Wal-Mart  now  is  its 
sheer  size.  Communicating  with  the  com- 
pany's "associates"  will  become  increas- 
ingly difficult.  And  developing  leaders  to 
run  the  chain  is  another  hurdle.  "There 
are  no  superstars  at  Wal-Mart,"  Glass 
insists.  "We're  a  company  of  ordinary 


people  overachieving."  But  findinp 
enough  "overachievers"  to  handle  Wal 
Mart's  growth  will  be  the  hard  part. 

Now  that  Wal-Mart  isn't  a  retailing 
underdog  anymore,  it  also  risks  resent 
ment  from  consumers,  suppliers,  am 
others  affected  by  its  tactics.  Critics 
have  long  accused  Wal-Mart  of  destroy 
ing  mom-and-pop  retailers,  the  bedrocl 
of  small-town  America.  And  Wal-Mar 
recently  created  a  storm  of  protes' 
among  manufacturers'  representatives 
when  it  notified  suppliers  that  it  wantec 
to  talk  to  the  companies  directly.  Th< 
reps  claim  Wal-Mart  is  illegally  trying  U 
grab  their  commissions.  Wal-Mart  insists 
it  simply  needs  to  work  more  closelj 
with  vendors  to  handle  an  insatiable  ap 
petite  for  merchandise. 

Glass  isn't  backing  down.  "It's  th( 
right  thing  to  do,"  he  declares.  "We'n 
agents  for  our  customers.  We  need  t( 
protect  their  interests.  "  Now,  thos( 
words  might  have  come  from  Sam  Wal 
ton  himself. 

By  Wendy  Zellner  in  Bentonville,  Ark 


HOW  TRUE-BLUE  IS  WAI-MART'S  'BUY  AMERICAN'  PLEDGE? 


In  the  bus  station-like  lobby  at  Wal- 
Mart  headquarters — and  in  front  of 
the  mounted  fish — hangs  a  banner 
proclaiming  the  company's  "Buy  Amer- 
ican" program.  On  a  nearby  sign,  the 
retailer  boasts  it  has  saved  60,347  jobs 
that  would  have  gone  overseas. 

Wal-Mart  Stores  Inc.  Chairman  Sam 
M.  Walton  started  the  pro- 
gram in  1985,  ostensibly  to 
help  the  U.  S.  save  jobs  and 
cut  its  massive  trade  deficit. 
But  is  Wal-Mart  really  liv- 
ing up  to  the  "Buy  Ameri- 
can" hoopla  it  creates  in  its 
stores?  Not  everyone  thinks 
so.  Jeffrey  L.  Fiedler,  secre- 
tary-treasurer of  the  AFL- 
CIO's  Food  &  Allied  Service 
Trades  Dept.,  has  studied 
reams  of  U.  S.  shipping  data 
and  has  walked  Wal-Mart 
aisles  for  the  past  couple  of 
years.  He  contends  that  the 
company  is  deceiving  cus- 
tomers into  believing  that 
just  about  everything  it 
sells  is  American.  "Nobody  wraps 
themselves  in  the  flag  like  these 
guys,"  he  complains. 
MADE  IN  CHINA.  Most  retailers,  includ- 
ing Wal-Mart,  import  tons  of  foreign 
products.  But  none  of  the  others  crow 
so  loudly  about  their  efforts  to  buy 
American-made  goods.  "I  hold  Wal- 
Mart  to  a  higher  standard  because 


they  created  the  standard,"  Fiedler 
says.  Some  of  the  company's  biggest 
private  brands — over  which  Wal-Mart 
has  the  most  control — come  from  over- 
seas. Fiedler  points  to  ceiling  fans 
from  a  group  of  Chinese  manufactur- 
ers that  lost  a  U.  S.  dumping  case.  And 
most  of  Wal-Mart's  private  shoe  labels 


IN  TOPEKA:  SAM  WALTON  LEADING  A  PEP  RALLY  BEFORE  HE  TOOK  ILL 


come  from  China,  and  some  of  its  Pro- 
mark  hand  tools  are  made  in  Taiwan. 

Wal-Mart  CEO  David  D.  Glass  shrugs 
off  the  criticism.  He  concedes  that 
Wal-Mart  buys  plenty  of  foreign 
goods,  although  he  can't  say  how 
much.  Still,  he  insists,  the  retailer  fa- 
vors U.  S.  manufacturers  that  can 
meet  its  quality  standards,  even  if  their 


prices  are  up  to  hJ'  higher  than  compa- 
rable foreign  goods.  The  trouble  is, 
many  U.  S.  factories  simply  can't  sup- 
ply Wal-Mart's  incredible  demand. 

William  J.  Lynott,  president  of  the 
nonprofit  Buy  America  Foundation  inj 
Abington,  Pa.,  acknowledges  that  it's 
impossible  for  Wal-Mart  to  supply  its' 
enormous  needs  within  the,' 
U.  S.  But  while  he  welcomes: 
any  effort  by  Wal-Mart  to; 
"Buy  American,"  he  con- 
tends that  the  retail  gianj 
"is  not  practicing  what  the; 
preach."  Lynott  says  th; 
any  retailer  with  Wal-Mart'i 
clout  could  do  much  more 
pressure  its  suppliers  to  e 
pand  capacity  and  brin 
manufacturing    back  o 
shore.   "Let's  just  hop 
they're  trying,"  he  says. 

Peter  Howell,  presiden] 
and  CEO  of  Mr.  Coffee  Inc, 
which    produces  coffee 
makers  in  the  U.  S.  for  Wal- 
Mart,  doesn't  think  consum- 
ers care  much  about  where  a  product 
was  made.  "I  think  they  care  more 
about  price,"  he  says.  That  may  be 
true.  But  if  all  the  flag-waving  going 
on  at  Wal-Mart  makes  consumers  feel 
they're  doing  their  part  for  Uncle  Sam,| 
they  may  be  wise  to  check  the  label  to;| 
see  which  Sam  is  really  benefiting. 
By  Wendy  Zellner  in  Bentonville,  Ark. 
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Stocks.  Real  estate.  Savings  and  loans. 


If  it  weren't  for  Mita  copiers,  you  might 


think  reliability  was  a  thing  of  the  past. 


If  you're  looking  for  something  you  can  count  on,  you'd  be 
smart  to  invest  in  a  Mita  copier  ■  And  that's  not  just  our  opinion  ■ 
Buyers  Lab,  an  independent  copier  testing  lab,  has  recommended 
every  single  Mita  copier  they've  ever  tested,  without  reservations  ■ 
A  record  no  other  major  brand  of  copiers  can 
duplicate  ■  For  more  information  on 
our  full  line  of  copiers,  from  personal  to  high 
speed  duplicators,  call   1  -  8  0  0  -  A  B  C  -  M  I  TA  .       [the  image  specialist]' 


mita 


©  1992  MITA  COPYSTAR  AMERICA.  INC. 


ENTREPRENEURS! 


WILL  POLITICALLY  CORRECT 
SELL  SWEATERS? 


It':. 

St 


As  Esprit's  Susie  Tompkins  tries  a  comeback,  causes  still  come  first,  profits  second 
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The  champagne  is  flowing  freely,  the 
Vietnamese  spring  rolls  arrive  by  the 
trayful,  and  Susie  Tompkins  happily 
sifts  through  the  crowd  in  pearls  and  her 
signature  green  jacket.  "There's  Susie," 
someone  says,  pointing  out  the  founder 
and  creative  director  of  Esprit  de  Corp.  Al- 
though Tompkins  is  worth  millions  by  vir- 
tue of  owning  a  large  chunk  of  one  of  the 
nation's  best-known  apparel  companies,  ev- 
eryone calls  her  Susie.  And  this  crowd — 
young,  thin  and  mostly  dressed  in 
black— has  gathered  in  Esprit's 
New  York  showroom  to 
see  Susie's  eponymous 
new  collection  of  wom- 
en's sportwear. 

Or   so    they  think. 
Tompkins,  who's  often 
more  radical  than  chic, 
isn't  about  to  deliver  the 
usual  svelte  models  and 
runway  show.  Her  in- 
troduction of  the  Su- 
sie Tompkins  line  will 
make  a  statement.  A 
group  of  gospel  sing- 
ers makes  its  way 
onto  the  stage,  then 
belts  out  "Hallelu- 
jah." The  crowd  cheers. 
"Most  fashion  events  are 
about  fantasy,"  says 
Tompkins.  "Tonight  is 
about  reality.  There  will 
be  no  runway." 

Instead,  the  crowd  is 
introduced  to  the  Rever- 
end Cecil  Williams,  the 
minister  of  San  Francis- 
co's Glide  Memorial  Unit- 
ed Methodist  Church. 
Williams  leads  the  chorus  in  "Amen"  and 
then  launches  into  a  long,  meandering  ser- 
mon about  social  justice. 

Susie  Tompkins  is  back.  After  a  two-year 
hiatus  from  Esprit  and  an  acrimonious  di- 
vorce from  her  husband  and  business  part- 
ner, Doug  Tompkins,  Susie  has  pulled  her 
life  together  and  regained  control  of  the 
company  she  and  Doug  st?.rted  23  years 
ago.  But  at  49,  the  petite  ex-hippie  from 
San  Francisco  is  hardly  trying  to  cultivate 
an  image  of  power  or  success.  Instead, 


she's  embracing  a  panoply  of  social  causes 
from  environmentalism  to  AIDS  to  the 
homeless.  And  by  weaving  political  correct- 
ness into  the  fabric  of  Esprit,  she  hopes  to 
teach  the  world  a  thing  or  two  about  corpo- 
rate responsibility. 

Meanwhile,  her  new  partners  are  trying 
to  teach  Tompkins  a  thing  or  two  about 
running  a  business.  Esprit  was  a  force  to 
be  reckoned  with  for  most  of  the  1980s, 
^^^^  when  its  popularity 
^^^^^  among  teenage  girls  fu- 
Kg,,  l^m  eled     heady  sales 
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Before  the 
split:  When 
Esprit  landed 
on  the  block, 
Susie's  sur- 
prise bid  won. 
Doug  got  some 
$120  miUion 
to  go  away 


growth.  But  it  has  foundered  since  1987  be- 
cause of  high  costs,  a  loss  of  design  direc- 
tion, and  an  expensive  effort  by  Doug  to 
build  glitzy,  free-standing  retail  stores. 

The  repair  job  has  fallen  to  venture  capi- 
talist Isaac  Stein,  who  in  1990  teamed  up 
with  Susie  and  two  others — including 
Bruce  Katz,  the  founder  of  Rockport 
shoes — to  engineer  a  leveraged  buyout, 
worth  an  estimated  $240  million.  The  deal 
paid  Doug  about  half  of  that  to  go  away. 
Now,  Susie  manages  the  design  process, 


Mi 
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while  Stein  worries  about  making  money 
Esprit's  message  of  social  justice  suits 
both  partners.  Susie  insists  she  doesn't 
give  a  hoot  about  profits  as  long  as  Esprit 
stays  socially  responsible  in  its  marketing 
CHEAPER  DEBT.  The  crucible  will  be  the 
new  Susie  Tompkins  line.  With  sales  at  the 
privately  held  company  stalled  at  about 
$350  million  for  the  past  two  years  and 
profits  buffeted  by  the  recession.  Esprit 
needs  new  products  to  grow.  It  recently  re 
structured  its  $100  million  in  LBO  debt  with 
a  cheaper  $90  million  loan  organized  by 
PaineWebber  Inc.  Still,  in 
order  for  this  fiscal 
year's  earnings  to  match 
last  year's  net  of  $11  mil 
lion,  msiders  say  that 
Stein  is  laying  people  off 
and  cutting  costs  such  as 
the  TV  advertising  bud- 
get. Ultimately,  Esprit 
will  have  to  boost  reve- 
nues to  keep  earnings 
healthy 

Tornpkins  is  just  happy 
to  be  back  in  the  design 
business.  Padding 
around  her  New  York 
showroom  in  a  cardigan, 
polyester  pajama  pants, 
and  suede  bucks,  she 
speaks  softly,  almost  de- 
murely, ending  sentences 
with  questions  and  look- 
ing to  employees  for  ap- 
proval or  suggestions. 
"Aren't  these  clothes  just 
like  the  ones  we  love  and 
have  in  our  closets  forev- 
er?" she  asks. 
Susie  Tompkins  is  like 
that — soft,  vulnerable,  open.  But  don't  be 
fooled  by  the  girlish  persona.  She  also  has 
the  makings  of  a  clever  marketer  who  uses 
her  image  to  sell  clothes.  In  a  video  that  fc 
will  be  shown  in  department  stores,  images  M  i 
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of  the  Reverend  Williams  preaching  at 


Glide  Church  are  interspersed  with  shots  teris; 
of  a  Susie  lookalike  modeling  the  new  de-  ^t<kf 
signs  in  a  meadow.  Flash  to  Tompkins 
slouched  in  a  chair,  talking  about  her  child-  l-is 
hood  and  memories  of  her  mother.  "When  Ip 
was  little,  I  wanted  to  be  a  nun,  a  cowgirl, 


r 
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iieerleader,  a  professional  ski  racer," 
muses.  "Mother  said  to  me  a  dozen 
;s:  'You'll  never  amount  to  a  row  of 

he  personal  approach  is  vintage  Tomp- 
,  who  is  happy  to  share  the  details  of 
tumultuous  background.  Born  Susan 
sell  and  raised  in  the  affluent  Russian 
section  of  San  Francisco,  Susie  was 
;  to  boarding  school  when  she  was  only 
e  years  old  because,  she  says,  her 
her  couldn't  handle  her.  After  that 
e  a  series  of  private  schools.  But  when 
father,  a  real  estate  developer,  went 
:  when  she  was  15,  her  privileged  exis- 
e  came  to  an  end.  The  family  moved  to 
nailer  house,  and  Su- 
"had  to  start  shop- 
:  at  Sears."  She  even- 
lly  graduated  from 
lie  school  and  left  be- 
1  the  pearls-and- 
ips  set. 

^  was  a  rebel,"  says 

ipkins.  "I  was  diffi- 
to  control."  She 

;ed  on  college  and  in- 

d  went  to  Lake  Ta- 

,  where  she  made 

I  a  night  as  a  Keno 

in  a  casino.  Alor.g  the 

,  she  picked  up  a 

nhiker  who  was  try- 
to  make  the  U.  S. 

npic  ski  team.  Like 

ie,  Doug  Tompkins 
a  prep  school  drop- 
without  a  college  de- 

;,  and  they  hooked  up 

lediately.  It  was  the 

,   says  Tompkins; 

u  had  instant  rela- 

ships,  you  know?" 

18  two  got  married, 
before  long,  Susie 
friend  Jane  Tise 

ted  making  dresses 

iusie's  kitchen  table. 

y  brought  them  to  Jo- 

1  Magnin,  an  upscale 
Francisco  store, 

ced  Susie's  daughter 
the  dog  in  the  car, 
modeled  the  dresses 

nselves. 

ver  the  next  few 
•s,  Tompkins  and  Tise 
)ped  enough  "Plain 
?"  dresses  to  build  an  $80  million  busi- 
;.  In  1976,  Doug  and  Susie  bought  Tise 
another  partner  out,  and  the  business 
ved  into  Esprit  de  Corp.  For  a  time,  it 
ned  as  if  Esprit  could  do  no  wrong, 
le  Doug  mastered  the  art  of  marketing 
lions  to  teenage  girls,  Susie  designed 
colorful,  casual  clothes.  The  company 
inded  into  34  countries,  and  worldwide 
ised  sales  grew  to  $1.2  billion,  although 
rit  collected  only  one-third  of  that, 
oug  was  considered  a  brilliant  market- 


er, but,  like  Susie,  his  eyes  were  every- 
where but  on  the  bottom  line.  Employee 
benefits  were  so  lavish  that  Esprit  was 
dubbed  Little  Utopia.  Perks  included  raft 
trips  in  Africa,  free  language  lessons,  and 
backpacking  trips  to  the  Grand  Canyon. 

Things  started  to  fall  apart  in  1987.  By 
June  of  that  year,  Esprit's  sales  had 
reached  $412  million  in  the  U.  S.,  but  oper- 
ating profit  had  fallen  927^,  to  $5  million, 
according  to  an  internal  document.  Mean- 
while, the  Tompkins'  marriage  began  to 
unravel.  Reports  of  Doug's  philandering 
were  rampant,  and  the  couple  clashed  over 
Esprit's  direction.  Doug  wanted  to  keep 
making  clothes  for  the  shrinking  junior 


On  her  own:  By  weaving  causes  from  the 
environment  to  AIDS  into  the  fabric  of  Esprit, 
Tompkins  hopes  to  teach  the  world  a  thing 
or  two  about  corporate  responsibility 


market,  while  Susie  wanted  to  dress  the 
growing  population  of  working  women 
who  thought  Esprit  was  for  teenyboppers. 
In  1988,  Susie  took  two  years  off,  and 
Doug  became  chief  operating  officer.  In 
December,  1989,  Doug  and  Susie  put  Es- 
prit up  for  sale,  and  six  months  later  Doug 
agreed  to  be  bought  out.  He  could  not  be 
reached  for  comment. 

With  Doug  out  of  the  picture — the  com- 
pany says  he's  buying  land  in  the  Brazilian 
rain  forest —  Susie  is  finally  dressing  wom- 


en her  own  age.  The  Susie  Tompkins  line 
targets  women  25  and  older.  The  hope  is 
that  it  will  do  $25  million  the  first  year  and 
grow  quickly  from  there.  The  line's  fitted 
jackets,  long,  flowing  skirts  and  dresses, 
and  Tompkins'  signature  pajama  pants  are 
a  major  departure  from  the  logo  sweat- 
shirts Esprit  makes  by  the  millions.  The 
overall  look  is  Tompkins'  own:  Elegant,  ur- 
ban blueblood  with  a  twist. 
SPARRING  MATCH.  Esprit's  newest  ad  cam- 
paign, however,  shows  that  all  the  fire- 
works aren't  over.  Dubbed  "What  would 
you  do?,"  print  and  TV  ads  for  the  compa- 
ny's image  campaign  feature  sober  black- 
and-white  photographs  of  urban  teenagers 
— ^» -.-»^!^  expressing  abbreviated, 
liberal  political  views. 
Some  aren't  wearing  Es- 
prit clothes.  Susie  loves 
the  ads,  but  in  a  recent 
meeting  with  internation- 
al affiliates,  Bruce  Katz 
sparred  with  her  about 
their  appeal.  The  meeting 
blew  up,  says  one  partici- 
l>ant,  and  now  the  cam- 
paign is  "evolving"  into 
I'olor  ads  with  teenagers 
wearing  Esprit  apparel. 

Such  bickering  is  just 
the  sort  of  thing  Esprit 
can't  afford  right  now. 
Companies  such  as  The 
Gap  and  The  Limited's 
Express  have  stolen 
much  of  Esprit's  market 
by  offering  consistently 
trendy  merchandise  in 
free-standing  stores. 
Even  if  acting  CEO  Stein 
stabilizes  the  company. 
Esprit  remains  tied  to  a 
troubled  distribution  sys- 
tem: shops  within  such 
department  stores  as 
Bloomingdale's  and  bank- 
rupt Macy's.  Stein  real- 
izes he  has  no  experience 
with  such  retailing  prob- 
lems and  has  hired  Fritz 
Ammann,  who  now  runs 
upscale  shoemaker 
Charles  Jourdan,  as  his 
permanent  replacement. 

Oddly  enough,  Doug's 
presence  is  still  felt  at 
the  company.  One  em- 
ployee says  Susie  often  starts  meetings  by 
urging:  "Everybody  take  a  minute  and 
think  about  Doug,  because  we  wouldn't  be 
here  without  him."  But  Susie  has  clearly 
moved  out  of  his  orbit,  even  if  the  results 
are  no  less  cosmic.  "She  doesn't  want  to 
think  of  herself  as  a  businesswoman,"  says 
Katz.  "She  thinks  of  herself  as  a  social  ac- 
tivist." If  her  politics  activate  Esprit  sales, 
her  new  partners  won't  mind  that  a  bit. 

By  Laura  Zinn,  with  Michael  Oneal,  in 
New  York 


BUSINESS  WEEK/MARCH  16,  1992  61 


m 


arketin< 


TARGETING  I 


SMOKING  OUT 

THE  ELUSIVE  SMOKER 


Data  bases  give  tobacco  companies  direct  access  to  customers 


When  Philip  Morris  Inc.  rolled 
out  its  Marlboro  Medium  ciga- 
rettes last  spring,  the  new 
product  got  the  usual  barrage  of  sup- 
port from  print  advertising  and  bill- 
boards. But  the  mighty  marketer  also 
used  a  more  direct  way  of  selling  its 
latest  smoke.  The  company  sent  buyers 
of  competing  Winston  and  Camel  ciga- 
rettes a  fancy  package  containing  a  fold- 
out  colored  ad  and  $3-off  coupons  good 
for  a  carton  of  Marlboro  Mediums.  That 
wasn't  all:  The  piece  de  resistance  was 
an  outsize  box  with  the  Marlboro  Medi- 
um logo  outside  and  five  packs  of  the 
new  cigarette  inside.  Today,  Marlboro 
Mediums  have  a  1.57'  share  of  the  U.  S. 
cigarette  market. 

How  does  the  country's  larg- 
est cigarette  maker  know 
who  smokes  what?  Along 
with  R.  J.  Reynolds 
Brown  &  Williamson, 
and  other  tobacco  com- 
panies, Philip  Morris 
has  spent  hundreds  of 
millions  of  dollars  to 
collect  the  names,  ad- 
dresses, and  brand 
preferences  of  close 
to  707'  of  the  nation's 
40  million  smokers, 
says  Stan  Rapp, 
who  is  an 
independent 
consultant  on 
data-base  mar 
keting.  As  to-  ^ 
bacco  marketers  have  trimmed  their 
mass-media  advertismg  (chart),  they 
have  been  making  more  of  those  vast 
data  bases.  "Tobacco  companies  are 
learning  they  don't  need  traditional  me- 
dia as  much  anymore,"  says  Michael  J. 
Wolf,  a  consultant  with  Booz  Allen  & 
Hamilton  Inc.  who  specializes  in  data- 
base marketing.  "Instead,  they're  creat- 
ing their  own  channels  that  talk  directly 
to  smokers." 

You  won't  hear  the  tobacco  companies 
boasting  about  their  newfound  exper- 
tise, though.  Citing  intense  competition, 
the  industry  leaders  are  mostly  mum 
about  their  data  bases.  Most  information 
on  these  efforts  comes  from  outside 


marketers  and  consultants.  Nor  will 
Philip  Morris  and  R.  J.  Reynolds  Co.  dis- 
cuss their  targeted  marketing  strategies 
for  Merit  Ultimas  and  Camel  Wides,  two 
new  brand  extensions.  But  judging  from 
earlier  campaigns,  the  two  companies 
will  probably  take  advantage  of  their 
data  bases  to  lure  confirmed  smokers  of 
rival  brands  to  try  their  new  products. 
Since  the  margins  on  cigarettes  run  up 
to  357(,  and  since  an  average  smoker 
spends  about  $750  a  year  on  ciga- 
rettes, it's  worth  a  lot  of  effort  to 


TOBACCO  ADS 
ARE  OFF... 


ingly  hostile  enviroimient,  some  lawmak 
ers  are  pressing  to  restrict  print  and 
billboard  cigarette  advertising — adding 
to  the  ban  on  televised  cigarette  ads, 
which  dates  back  to  1971.  While  market- 
ers prepare  for  that  possibility,  data 
bases  are  a  way  for  tobacco  companies 
to  lie  low  and  still  get  their  message  out 
to  users  of  competing  brands.  Luring 
away  a  competitor's  customer  is  one  of 
the  few  acceptable  ways  to  grow  in  the 
U.  S.  tobacco  market. 
CHAIN  MAIL.  Reynolds  is  so  convinced  o 
the  power  of  nontraditional  tactics  sue 
as  data-base  marketing  that  it  recently 
refused  to  sign  its  usual  12-month  con 
tracts  with  major  magazine  publishers 
and  billboard  companies  for  1992.  It  will 
still  use  print  and  billboard  advertising 
of  course,  but  less  of  it.  A  company 
spokeswoman  confirms  that  spending  on 
such  traditional  media  will  decline  so 
that  Reynolds  can  concentrate  on 
promotions,  which  include  data- 
base marketing  as  well  as  in 

...AS  OTHER 
STRATEGIES  FLOURISH 

Develop  data  bases  of  millions  of 
smokers  and  their  addresses 


A  ADVERTISING  FOR  R.J. 
)LDS  AND  PHILIP  MORRIS 
CIGAREHE  BRANDS 


Lure  smokers  from  other  brands 
witfi  mailed  samples  and  coupons 

Survey  smokers  for  opinions  on 
established  and  new  brands 


■90 


•91 
EST. 

DATA:  LNA/ARBIT80N,  BW 


Build  brand  identity  with  items  such 
as  apparel  catalogs  and  posters 


get  a  siiKikei- to  switch. 
Data-base  marketing  is 
increasingly  a  necessity  for 
the  tobacco  companies.  Using  mass 
media  to  reach  tobacco  users 
growing  inefficient  as  the  number 
of  smokers  slowly  drops:  In  1991,  sales 
of  cigarettes  declined  for  the  10th  year 
in  a  row,  slipping  2.47  from  1990  levels, 
according  to  John  C.  Maxwell,  an  ana- 
lyst at  Wheat  First  Securities  Inc.  To- 
day, less  than  a  third  of  the  adult  popu- 
lation smokes.  True,  that's  still  a  sizable 
number,  but  it's  much  smaller  than,  say, 
all  the  users  of  toothpaste  or  aspirin, 
products  that  can  get  a  bigger  bang 
from  mass  media. 

But  tobacco  companies  have  come  un- 
der heavy  fire  when  they've  attempted 
conventional  forms  of  niche  marketing — 
for  example,  targeting  minorities  or 
women.  And  they  are  eager  to  avoid  any 
accusation  that  they're  trying  to  attract 
youngsters  to  smoking.  In  this  increas- 


store  deals. 

Reynolds  was  the  first  tobac 
CO  manufacturer  to  use  data 
bases,  harvesting  smokers 
names  about  10  years  ago.  It's  a 
laborious  process.  In  most  cases, 
a  magazine  ad  or  a  Sunday  newspaper 
insert  asks  smokers  to  answer  questions 
about  their  brand  preferences.  They 
must  also  sign  a  statement  affirming 
they  are  at  least  21.  In  return,  they  typi 
cally  receive  coupons  or  free  samples 
while  their  names  and  addresses  are  en 
tered  into  computerized  lists. 

To  ferret  out  even  the  smokers  whc 
don't  grab  cents-off  coupons,  tobaccc 
companies  try  offers  for  T-shirts  and 
other  merchandise.  Reynolds'  Came 
Cash  program  inserts  proof-of-purchas« 
coupons  in  every  pack.  Smokers  senc 
them  in  to  get  items  sporting  the  01c 
Joe  cartoon  logo.  For  the  Dakota  brand; 
sold  only  in  parts  of  Arizona,  Reynolds 
has  had  retailers  display  catalogs  offer 
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[  items  such  as  a  double-length  motor- 
;le  chain  belt  with  Dakota  buckle, 
iietinies  the  incentives  are  more  elab- 
ite:  Last  summer.  Philip  Morris  ran  a 
eepstakes  ad  in  Sports  II  lust  rated  of- 
injr  a  Corvette  as  first  prize.  To  enter, 
isumers  sent  back  a  coupon  revealing 
'  brand  they  smoked. 
)ne  of  the  most  successful  data-base 
npaigns  was  the  "blind  taste  test" 
ilip  Morris  staged  in  1987.  The  compa- 
ran  two-page  advertisements  in  ma- 
magazines  offering  smokers  two  free 
;ks  of  an  unnamed  brand.  The  2  mil- 
1  smokei-s  who  answered  the  attached 
jstionnaire  were  sent  packs  of  Merit, 
ilip  Morris  then  followed  up  with  ex- 
sive  mailings.  The  S30  million  cam- 
gn  converted  half  a  million  smokers 
the  brand,  at  least  temporarily,  ac- 
ding  to  marketing  consultants  famil- 
with  the  mailings.  Merit's  share  has 
1  in  the  past  two  years,  however, 
mpting  Philip  Morris  to  introduce  its 
V  Merit  Ultimas  brand  in  an  attempt 
lure  smokers  back. 
VED  THE  WAY.'  The  efforts  of  the  to- 
co companies  have  caught  the  atten- 
)  of  other  marketers.  Says  Rapp: 
ley  have  really  paved  the  way  for 
er  consumer  goods  companies.  It's 
next  wave  in  marketing  strategies." 
ny  companies  have  to  sell  in  markets 
sre  low  growth  or  no  growth  is  the 
5  these  days.  So  they.  too.  are  explor- 
high-tech  marketing  methods  to 
jngthen  ties  to  existing  customers 
1  forge  new  bonds  with  their  rivals' 
rons. 

[imberly-Clark  Corp.  and  Procter  & 
iible  Co.,  for  example,  have  been  col- 
ing  names  of  new  mothers  from  hos- 
ils,  doctors,  and  other  sources.  Both 
ipanies  send  moms  coupons  for  dis- 
able diapers  and  other  baby  products 
lost  as  soon  as  they  arrive  home  from 
hospital.  As  the  child  grows  older, 
manufacturers  send  coupons  for 
jer  diapers,  which  can  go  for  a  hefty 
a  pack  or  more.  Data  bases  have 
)  infiltrated  the  beer  and  soda  indus- 
s:  Pepsi-Cola  Co.  plans  to  send  a  mil- 
,  free  cases  of  Diet  Pepsi  to  die-hard 
t  Coke  drinkers,  plucking  them  from 
ata  base  it  has  collected, 
'hese  programs  can  backfire,  though, 
idall's  Food  Markets  in  Houston  tried 
a  data-base  program  that  offered 
ates  to  frequent  shoppers.  But  it  shut 
program  down  because  it  was  too 
ibersome  and  costly.  And  when  a  mi- 
was  mailed  a  Camel  T-shirt  four 
rs  ago,  the  ensuing  outcry  prompted 
ongressional  hearing.  But  the  prom- 
of  winning  a  new  customer  is  a 
)ng  one.  It  seems  the  cigarette  mak- 
have  helped  introduce  a  marketing 
lit  few  companies  will  want  to  break. 

By  Walecia  Konrad  in  Atlanta,  with 
•istopher  Power  in  Xew  York 
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GET  YOUR  FEET  WET  WITHOUT 
GEHING  IN  OVER  YOUR  HEAD. 


.\lci\  be  \  ou'\  e  waiUecl  lo  yet  iiiti) 
growth  stocks,  but  you're  not  sure 
v\  here  to  start.  You're  unfamiliar  with 
the  market  or  you  simply  don't  have 
much  nione\-  to  in\-est. 

Look  into  Janus  Twenty  Fund. 
By  investing  most  of  its  portfolio  in 
approximately  20-30  carefully  selected 
gi-ovNlh  stocks.  Janus  Tu'ent\'  Fund  had 
a  69.21",.  total  return  for  the  one  yeiv 
peritxi  ending  Decemljer  31.  1991.*  i 

Our  No  Minimum  Initial  Invest- 


ment Program  lets  you  test  the 
waters.  >'ou  dui  invest  in  Janus 
Twenty  Fund  for  as  little  as  $50  a 
month.  It's  a  no-load  investment  that 
lets  you  dip  into  the  exciting  world  of 
grov\th  stocks  without  worrying  at)out 
going  off  the  deep  end.** 
Call  or  return  the  coupon  for  a  free 
prospectus  containing  more  com- 
plete information.  Please  read 
the  prospectus  carefully  before  you 
invest  or  send  money. 


JANUS  TWENTY  FUND 

P.O.  Box  173375.  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  609 

*  Per  Upper  .\naJ\-tical  Ser\ices,  Inc..  for  the  peri(_ids  ended  December  31. 1991.  Janus 
Tw  enty  Fund's  average  ajinual  total  returns  for  one  and  fi\-e  vears  were  69.21%  and 
21.98%.  respectiveK-.  and  20.54%  for  the  life  of  the  Fund  from  April  30.  1985  through 
December  31. 1991.  Past  performance  does  not  guarantee  future  results,  "^our  return  and 
share  price  will  var>-  and  may  be  worth  more  or  less  at  redemption  than  at  purchase. 
**\ou  should  consider  your  ability  to  continue  in  such  a  program  in  \iew  of  the  possibilit\- 
that  you  may  find  it  necessary  to  redeem  your  account  in  periods  of  declining  Fund  share 
prices  as  well  as  during  periods  of  rising  prices. 


I 


1  would  like  to  know  more  about  Janus  Twent\-  Fund. 
.Name  

.Address  

Citv  State  Zip  


Send  to; 
Janus  Funds 
P.O.  Box  173375 
Denver.  CO  802 T 
1-800-525-8983 
L\t.  609  F 
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How  To  Do 
Your  Taxes 
On  Your  PC 

1.  Gather  your  receipts. 

2.  Enter  them  inTurboTax. 

3.  Print,  sign  and  mail. 

it's  that  easy.  That's  why  TurboTax  is 
America's  best-selling  tax  software  -  over  6 
million  returns  filed  last  year.  TurboTax  asks 
you  simple  questions  and  guides  you  through 
the  answers.  Then  TurboTax  makes  the  tax 
calculations,  fills  out  all  the  forms,  and  prints 
your  ready  to  file  return. 


Try  America's  #1 
Tax  Software  FREE! 

We're  so  sure  you'll  love  being  in 
control  of  your  taxes,  we'll  send  you  Turbo- 
Tax for  a  FREE  trial  (pay  just  $8.50  shipping 
now).  Try  it  free  for  30  days,  and  if  you  don 't 
like  it  for  any  reason,  just  send  it  back  and 
owe  nothing.  If  you  do  like  it,  you  won't  be 
charged  until  after  your  30-day  free  trial. 

Please  □  TurboTax  (IBM-compatible)  $69 
Choose:  □  TurboTax  for  Windows  $79 

□  MaclnTax  (for  Macintosh)  $79 
Have  credit  card  ready  for  shipping  charges. 
Call  now  for  your  FREE  trial  copy 


800-487-8297 


Ext. 
787 
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FREE  BONUS! 

Receive  the  Norton  utilities  ' 
--  America's  best-selling  disk 
repair  and  data  recovery  program 
'W-i^ '    (version  6.0  LTC,  excludes  N-DOS 
CfjT^ '  and  D'skEdit  features). 
•'^^feS   Youfs  FREE  wtien  you  pay  for 
ifwt    TurtJoTax  or  MaclnTax. 


WHY  NOT  WRITE  OFF  1991 

FROM  CARS  TO  COMPUTERS,  THE  YEAR  WAS  A  NIGHTMARE,  WITH  RESTRUCTURII 


Computer  makers  eliminated  tens  of 
thousands  of  jobs  in  1991.  New 
home  construction  dipped  to  its 
lowest  level  in  46  years.  And  Detroit's 
Big  Three  auto  makers  lost  $7.8  billion. 
As  if  to  punctuate  a  year's  worth  of  bad 
news,  the  final  three  months  turned  out 
to  be  the  worst  of  all  for  most  compa- 
nies: Fourth-quarter  profits  plunged  27'^' 
from  the  same  period  in  1990  on  a  17'  dip 
in  sales,  according  to  Standard  &  Pooi-'s 
Compustat  Services  Inc.  Can  it  get  any 
worse?  "I  think  we're  at  the  low  point  of 
corporate  profitability,"  ventures  Ste- 
phen S.  Roach,  senior  economist  at  Mor- 
gan Stanley  &  Co.  "From  here  on  out,  it 
will  only  get  better.  " 

That  ought  to  make  a  lot  of  people 
breathe  easier.  Still,  it  will  be  a  long 
time  before  anyone  forgets  1991.  For  the 
full  year,  earnings  for  the  900  companies 
in  BUSINESS  week's  Corporate  Score- 
board fell  a  total  of  197 ,  on  a  meager  1%' 
sales  gain.  It  was  the  third  consecutive 
annual  decline  for  corporate  profits  and 
the  worst  percentage  drop  since  1982. 

The  biggest  drag  on  quarterly  and  12- 
month  results  can  be  summed  up  in  one 
word:  restructuring.  As  the  year  grew 
progressively  worse,  dozens  of  Ameri- 
ca's largest  companies  announced  reor- 
ganizations. The  combined  restructuring 
charges  of  $16.4  billion,  excluding  the 
onetime  write-offs  many  companies  took 
to  cover  retired  employees'  health  care 
benefits,  sliced  a  whopping  $2.40  a 
share,  or  477^,  off  profits  for  the  Stan- 
dard &  Poor's  500-stock  index  in  the 
fourth  quarter  alone.  That  compared 
with  restructuring  charges  of  $2.21  a 
share  for  all  of  1990,  reports  PaineWeb- 
ber  Inc. 

A  FIRST.  IBM  led  the  list  in  November, 
with  plans  to  restructure  and  take  an 
aftertax  charge  of  $3.4  billion.  Big 
Blue's  subsequent  $564  billion  deficit  for 
the  year  was  the  first  loss  in  its  history. 
In  December,  General  Motors  Corp.  said 
it  would  shutter  21  plants  and  lay  off 
74,000  workers  by  1995.  Its  $1.8  billion 
quarterly  write-down  led  to  a  $4.9  billion 
loss  for  all  of  1991 — the  biggest  since 
the  auto  giant  was  founded  in  1908. 

It's  no  surprise,  then,  that  computer 
companies  and  auto  makers  took  the  big- 
gest earnings  hits  last  year.  While  com- 
puter makers  had  nothing  like  the  Big 


Three's  multibillion-dollar  disaster,  they 
did  record  $664.9  million  in  the  minus 
column — vs.  profits  of  $8.4  billion  in 
1990.  Eliminate  the  computer  group 
from  the  Corporate  Scoreboard  results, 
and  last  year's  fall-off  in  profits  would 
have  been  14.17  . 
The  corporate  restructurings  may 


have  laid  the  foundation  for  a  profit 
turnaround  in  1992,  but  it  will  probably 
be  a  weak  one.  Most  economists  arelil 
forecasting  profit  growth  of  only  8%  in 
1992  and  13.47  the  following  year.  That  r 
compares  with  157f  and  197f  for  the  two 
years  following  the  recession  in  1982. 
Still,  there  are  more  than  a  few  posi- 
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THE  LEADERS  IH  m 


THE  TOP  25  IN  SALES 


1991  sales      Percent  change 


*  Fiscal  year  ended  Jonuory,  1992 


Millions  of  dollars 

from  1990 

1  GENERAL  MOTORS 

$123,056 

-1% 

ON 

2  EXXON 

104,217 

-2 

3  FORD  MOTOR 

88,286 

-10 

nm 

4  IBM 

64,792 

-6 

5  GENERAL  ELECTRIC 

60,236 

3 

m 

6  SEARS,  ROEBUCK 

57,242 

2 

ill 

7  MOBIL 

56,432 

-4 

mi 

8  PHILIP  MORRIS 

48,064 

8 

A-COL 

9  AT&T 

44,651 

2 

Mi 

10  WAL-MART  STORES* 

43,887 

35 

K 

1  1  CHEVRON 

40,900 

12  DU  PONT 

38,695 

-3 

13  TEXACO 

38,322 

-8 

m 

14  KMART 

34,155 

5 

1  5  CITICORP 

31,839 

-17 

SWIN 

16  CHRYSLER 

29,400 

«NI 

17  BOEING 

29,314 

6 

m 

18  PROCTER  &  GAMBLE 

28,229 

9 

im 

19  AMERICAN  EXPRESS 

25,763 

6 

ii» 

20  AMOCO 

25,325 

-10 

ICO 

21  KROGER 

21,350 

5 

22  AMERICAN  STORES 

21,315 

-6 

ito 

23  UNITED  TECHNOLOGIES 

21,262 

-2 

JlIfCH 

24  CONAGRA 

20,485 

15 

25  ITT 

20,421 

-1 

IfERYONE  EISE  DID 

N  LEADING  TO  HUGE  LOSSES  AND  EARNINGS  OFF  19%  OVERALL 


!  signs  for  sustained  growth.  Layoffs 
I  voluntary  retirements  have  cut  pay- 
costs.  The  32'/?  decline  in  the  prime 
s  has  reduced  interest-rate  expenses 
many  businesses,  and  refinancing  of 
g-term  debt  has  helped  improve  bal- 
e  sheets.  Plus,  inflation  is  running  at 
-nodest  2.6%.  "Companies  have  im- 


proved their  efficiency  and  reduced  their 
operating  costs,"  says  Lynn  Reaser, 
chief  economist  at  First  Interstate  Ban- 
corp in  Los  Angeles.  "With  an  increase 
in  volume,  they  will  see  a  very  consider- 
able increase  in  cash  flow  and  profits 
this  year." 
Then  again,  plenty  of  economists  pre- 


;S  AND  PROFITS 


THE  TOP  25  IN  EARNINGS 


1991  profits 

Percent  chonge 

1990 

Millions  of  dollars 

from  1990 

ranl< 

N 
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12% 
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4,435 

3 
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MORRIS 
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19 

10 
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18 

1 1 
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1,921 

0 

8 

FER  &  GAMBLE 

1,787 

3 

12 

-COLA 

1,618 

17 

20 

MART  STORES* 

1,608 

25 

23 

G 

1,567 

13 

18 

ICAN  INTL.  GROUP 

1,553 

8 

17 

1,529 

-6 

15 

OUTH 

1,507 

-8 

14 

SON  &  JOHNSON 

1,461 

28 

24 

AL  NATL.  MORTGAGE 

1,455 

24 

28 

>NT 

1,403 

-39 

6 

ICAN  HOME  PRODUCTS 

1,375 

12 

26 

ATLANTIC 

1,332 

1 

21 

LY 

1,315 

17 

29 

:o 

1,294 

-11 

16 

RON 

1,293 

-40 

7 

CO 

1,220 

-36 

9 

ITECH 

1,165 

-7 

25 

HWESTERN  BELL 

1,156 

5 

30 

1,154 

-12 

22 

DATA:  STANDARD  8.  POOR  S  COMPUSTAT  SERVICES  INC 


dieted  an  uptick  in  corporate  profits  for 
last  year's  second  half,  and  it  never  ma- 
terialized. The  gulf  war  victory  helped 
ease  the  economy  out  of  recession  dur- 
ing first-quarter  1991,  but  gross  domes- 
tic product  grew  at  only  a  1.3%  annua- 
lized rate — the  most  anemic  recovery  on 
record.  Result:  Both  net  and  operating 
profits  got  worse  each  quarter. 

After  cars  and  computers,  the  indus- 
try that  suffered  the  largest  dollar  de- 
cline in  earnings  was  telecommunica- 
tions, where  profits  were  off  almost  $3 
billion  from  1990.  Most  of  that  slide 
came  from  American  Telephone  &  Tele- 
graph, whose  net  income  fell  83%,  to 
$522  million,  because  of — what  else? — 
$4.5  billion  in  restructuring  charges  and 
write-downs. 

The  profit  swoon  had  a  measureable 
effect  on  the  rankings  in  BUSINESS 
week's  Top  25  earnings  leaders.  IBM, 
last  year's  top  profit  maker,  vanished 
from  the  list.  Stepping  up  as  No.  1  was 
last  year's  runner-up,  Exxon,  whose  12%' 
growth  in  net  income,  to  $5.6  billion,  set 
a  company  record.  But  the  new  height 
had  nothing  to  do  with  an  increase  in 
U.  S.  oil  consumption:  75%  of  Exxon's 
profits  came  from  overseas.  And  nearly 
all  of  its  earnings  increase  occurred  dur- 
ing the  first  quarter  of  1991,  when  oil 
prices  spiked  to  $40  a  barrel. 

Exxon  was  followed  by  General  Elec- 
tric, Philip  Morris,  and  two  drug  compa- 
nies, Merck  and  Bristol-Myers  Squibb. 
Energy  and  health  care  companies 
stacked  the  list  with  five  each,  and  the 
Top  25  company  with  the  biggest  year- 
over-year  profit  gain  was  Johnson  & 
Johnson,  whose  earnings  jumped  28%. 
ONE  BIG  WINNER.  Among  revenue  lead- 
ers, the  trend  last  year  was  down.  GM, 
heading  the  field  with  sales  of  $123  bil- 
lion, was  off  1%  from  the  previous  year. 
In  second  place  was  Exxon,  with  a  2%- 
decline  in  sales,  to  $104.2  billion.  Third- 
ranked  Ford  and  fourth-ranked  IBM  also 
saw  sales  fall,  by  10%  and  6%,  respec- 
tively. Only  fifth-ranked  GE  showed  3% 
growth,  to  $60.2  billion,  thanks  to  big 
increases  at  its  financial-services  units. 
The  Top  25  company  with  the  biggest 
revenue  gain  for  the  year  was  mega- 
retailer  Wal-Mart  Stores,  whose  sales 
rose  35%,  lifting  profits  to  $1.6  billion. 

Wal-Mart  wasn't  the  only  lucky  one.  A 
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record  year  for  the  stock  market  pro- 
pelled the  financial-services  group  to  the 
greatest  dollar  gain  in  profits  for  all  in- 
dustries, up  $2.2  billion,  or  417",  over 
1990.  Merrill  Lynch  led  the  bullish  pack 
with  a  2639^  jump  in  profits,  to  $696.1 
million.  By  contrast,  the  previous  year's 
top  industry  group,  oil  companies,  saw 
earnings  decline  177(.  The  prize  for  top 
percentage-rebounder  among  industries 


went  to  the  savings-and-loan  group, 
whose  profits  soared  242.6%  from  a  year 
earlier.  True,  the  growth  came  off  a  low 
base,  $192.5  million  in  1990.  The  industry 
was  lifted  by  lower  interest  rates,  which 
helped  s&Ls  boost  margins  on  loans  and 
rack  up  $659.6  million  in  total  profits. 

In  nearly  all  industries,  the  big  vari- 
able for  1992  is  consumer  demand. 
About  25%  of  all  U.  S.  households  say 


they  directly  experienced  some  form  of 
unemployment  last  year.  This  was  re- 
flected in  last  month's  Conference  Board 
survey  of  consumer  confidence,  which 
dipped  to  its  lowest  level  since  1974. 
Still,  most  economists  are  calling  for 
stronger  GDP  growth  in  the  second  half 
of  this  year.  Maybe  that  will  make  it 
easier  to  forget  nightmarish  1991. 

By  Bruce  Hager  in  New  York 


A  SPOTIIGHT  OH  1991  INDUSTRY  PROFITS 


AFTERTAX  PROFITS, 
QUARTER  BY  QUARTER 


BREAKING  DOWN  THE 

LATEST  QUARTER 

AS  REPORTED 

-27% 

WITHOUT  COMPUTERS 

-15% 

WITHOUT  NONBANK  FINANCIALS 

-35% 

I         PERCENT  CHANGE  FROM  SAME 
PERIOD  OF  PRECEDING  YEAR, 
ALL  INDUSTRIES 

12-IV\0NTH 
MOVING  AVERAGE 


INDUSTRIES  WITH  THE  BIGGEST 
DOLLAR  CHANGE  IN  1991 

Profits  declined  1  9%  in  1  991,  a  swing  of  $30  billion.  Big  percentage  gains  in 
savings  and  loans  and  tires  just  didn't  produce  the  volume  of  money  needed 
to  counteract  drastic  losses  in  cars  and  computers 


FINANCIAL  SERVICES 


CHANGE  IN  AFTERTAX  PROFITS 
FROM  1990 


BANKS-WEST  &  SOUTHWEST 
RAILROADS 
OIL  &  GAS 
CHEMICALS 
CONGLOMERATES 
TELECOMMUNICATIONS 
CARS  &  TRUCKS 
COMPUTERS 


5 


A  BILLIONS  OF  DOLLARS  ► 


...AND  THE  BEST 


TOTAL  1991  PROFIT 
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FOURTH  QUARTER  &  FULL  YEAR  1991 


OSSARY 

les:  Includes  all  sales  and  other  operating 
enues.  For  banks,  includes  all  operating 
enues. 

>fits:  Net  income  before  extraordinary 
ns.  For  banks,  profits  are  net  income  after 
urity  gains  or  losses. 


Margins:  Net  income  from  continuing  oper- 
ations before  extraordinary  items  as  percent 
of  sales 

Return  en  common  equity;  Ratio  of  net 
income  available  for  common  stockholders 
(most  recent  12  months)  to  latest  available 
common  equity,  which  includes  common 
stock,  capital  surplus,  and  retained  earnings. 


Price-earnings  ratio:  Based  on  Feb.  21, 
1992,  common  stock  price  and  corporate 
earnings  from  continuing  operations  before 
extraordinary  items  for  most  recent  12-month 
period. 

Earnings  per  share:  For  most  recent 
12-month  period.  Includes  all  common-stock 
equivalents. 
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■ourth  quarter  ended  Nov.  30.  (2)  Fourth  quarter  ended  Oct,  31,(3)  First  quorter  and  most  recent  I  2  months  ended  Dec.  3 1 .  (4)  First  quarter  and  most  recent  1  2  months  ended  Nov. 
(5)  First  quarter  ond  most  recent  1  2  months  ended  Oct  31.(6)  Second  quarter  and  most  recent  1  2  months  ended  Dec,  31,(7)  Second  quarter  and  most  recent  1  2  months  ended  Nov, 
(8)  Second  quarter  and  most  recent  1  2  months  ended  Oct.  31.  (9)  Third  quarter  and  most  recent  1 2  months  ended  Dec.  31.(10)  Third  quarter  ond  most  recent  1  2  months  ended  Nov. 
(11)  Third  quarter  and  most  recent  1 2  months  ended  Oct  31.  (12)  Fourth  quarter  ended  Jon.  3 1 .  *  Soles  include  excise  taxes.  * 'Soles  include  other  income.  "'Sales  include  excise 
s  and  other  income.  TRevenues  from  some  major  subsidiaries  not  included  in  sales.  Earnings  per  share  are  for  latest  1  2  months,  not  necessarily  for  end  of  most  recent  fiscal  year. 
=  not  available.  NM  =  not  meaningful  DATA;  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC. 
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1114.0 
389  8 
227.4 


NM 

44 

450 
13 


NM 
10.8 
9.9 
9.6 


NM 
7.3 
NM 
6.5 


-7.1 
19.6 
11.7 
13.3 


NM 
10 
12 
11 


-0.89 
5.63 
3.95 
3.95 


Shawmut  National 

576.6 

-1  1 

2343  6 

-15 

2  4 

NM 

-170  7 

NM 

0.4 

NM 

-17.2 

NM 

-2.35 

State  Street  Boston 

335.4 

-6 

1357  9 

3 

28  2 

-10 

139  3 

19 

8.4 

8.8 

17.1 

17 

3.72 

UJB  Financial 

305  9 

-9 

1255.2 

-7 

8.8 

NM 

22  4 

NM 

2.9 

NM 

2  6 

39 

0.45 

(b)  BANKS -MIDWEST 

GROUP  COMPOSITE 

9115.0 

-4 

35979.8 

-4 

658.8 

33 

2749.6 

12 

7.2 

5.2 

11.4 

15 

2.49 

AmeriTrust 
Banc  One 

Boatmen's  Boncshores 
Comerica 


260.9 
1298.7 
399.9 
350.2 


-18 
38 
2 

-4 


1119  2 
4154.1 
1587.5 
1401.5 


-13 
18 
5 
2 


-127.9 
144.3 
38  8 
41.9 


NM 
33 
11 
29 


-86.5 
529.5 
150.1 
153.4 


NM 
25 

11 

12 


NM 
11.1 

9.7 
12.0 


NM 
1  1.6 
9.0 
9.0 


-15.5 
16.4 
1 1.2 
14.8 


NM 
16 

1 1 

12 


-2.48 
2.91 
4.07 
5.04 


Continental  Bank 
First  Bonk  System 
First  Chicago 
First  of  America  Bank 


551.0 
450.9 
1 163.4 
359  9 


-23 
-12 
-16 
-3 


2301  0 
1821.3 
4829.8 
1434.0 


-25 
-15 
-15 
3 


50.0 
54.2 
-15.1 
36.2 


56 
47 
NM 
7 


-73.0 
190.4 
1  16.3 
134.9 


NM 
46 

-53 
2 


9.1 
12.0 

NM 

10.1 


4.5 

7.2 
4.1 
9.1 


-9.7 
14.5 
3.3 
13.2 


NM 
13 
27 
9 


-2.03 
2.13 
1.15 
3.32 


Firstar 

Huntington  Boncshores 
Manufacturers  Notional 
Michigan  Notional 


315.3 
304.6 
281.5 
271.0 


-12 


1254.2  1 

12194  -3 

1159.7  0 

1096.6  -11 


35.5 
31,7 
32  2 
18,6 


30 
16 
7 

605 


134.3 
1 17.0 
120.2 
50.1 


14 
37 
11 
4 


11.2 
10,4 
1 1.4 
6.9 


8  5 

8  6 

9  9 
09 


14.2 
14,0 
14,8 
6,7 


12 
1 1 
12 
14 


4.27 
1.90 
3.81 
3.36 


National  City 
NBD  Bancorp 
Northern  Trust 
Norwest 
Society 


625  9 
6706 
307.4 
1 109.3 
394.7 


-7 
-7 
-1  1 
4 
-9 


2587.9 
2723.8 
1260.2 
4420.3 
1609.2 


63.4 
77.5 
33.1 
108.9 
35.5 


74 
6 


NM 

-6 


231.0 
293.0 
127.4 
398.5 
163.0 


-1 
1 

10 
260 
5 


10.1 
1 1.6 
10.8 
9.8 
9.0 


5  4 

10.1 
8.9 
NM 
8.7 


12  7 
14.7 
18.1 
17.5 
14.9 


1 1 
12 
15 
13 
12 


3.62 
2.49 
3.43 
2.95 
4.90 


|c)  BANKS  -  SOUTH  &  SOUTHEAST 


GROUP  COMPOSITE 

7102.7 

-4 

28206.5 

-1 

-105.0 

NM 

1252.7 

-29 

NM 

3.4 

6.4 

24 

1.74 

Barnett  Bonks 

789.8 

-5 

3274.0 

0 

39.3 

NM 

123.8 

85 

5.0 

NM 

65 

20 

1.71 

Crestar  Financial 

291.0 

-12 

1213  0 

-4 

7  3 

696 

33.8 

-45 

2  5 

0.3 

4  2 

26 

0.98 

First  Union 

1207.8 

14 

4321.2 

6 

88.9 

60 

318.7 

5 

7.4 

5.2 

10.6 

15 

2.55 

NationsBank 

2887.5 

-7 

1 1594.1 

-3 

-243.8 

NM 

201.9 

-66 

NM 

1.2 

4.6 

60 

0.76 

Signet  Banking 

352.0 

0 

1305  3 

-9 

-51.7 

NM 

-25.7 

NM 

NM 

1.9 

-3  6 

NM 

-0.95 

SunTrust  Bonks 

821.4 

-6 

33606 

-1 

95.5 

1  1 

370.7 

6 

1  1.6 

9  8 

14.8 

13 

2.90 

Wachovia 

753.2 

-10 

3138.3 

-2 

-40.6 

NM 

229.5 

-34 

NM 

10.1 

-2.0 

22 

2  68 

(d|  BANKS  -  WEST  S.  SOUTHWEST 

GROUP  COMPOSITE 

9320.0 

-12 

39115.9 

-7 

-348.2 

NM 

294.7 

-88 

NM 

0.5 

0.5 

NM 

0.16 

Bancorp  Hawaii 

252  9 

-6 

1022.8 

7 

30.1 

19 

1 12.7 

18 

1 1.9 

9.5 

16  1 

13 

4.04 

BonkAmerica 

3053.0 

-6 

12268.0 

0 

285.0 

34 

1 124.0 

28 

9.3 

6.5 

15.8 

9 

4.81 

First  City  Bancorporation  of  Texas 
First  Interstate  Bancorp 


305  2 
1 156.4 


-4 

-20 


1 143.9 
51 19,7 


-23 
-15 


-35  9 
-60  0 


NM 
NM 


-224  8 
-288.1 


NM 
NM 


NM 
NM 


NM 
6  3 


-73,2 
-16,0 


Security  Pacific 
U.  S.  Bancorp 
Union  Bank 
Valley  Notional 
Wells  Forgo 


NM 
NM 


-13.35 
-5.24 


1942.4 
503.3 
390.8 
294.9 

1421.0 


-24 
-4 
-10 
2 

-7 


8921.6 
2014.0 
1632  7 
1 132.4 
5861.0 


-14 
0 

-3 
-1 
-2 


-409.2 
53,5 
17  2 
2  1 

-231.0 


NM 
14 

-55 
3 
NM 


-774.5 
196  4 

93.5 
34  6 
21.0 


NM 
3 

-36 
361 
-97 


NM 
10  6 
4.4 

0.7 
NM 


NM 

9.0 
8  8 
0.7 
10.3 


-22.6 
13  9 
9  2 
6.6 
0.1 


NM 
12 
9 
19 

NM 


-6.37 
2.01 
2.64 
1.72 
0  04 


4  CHEMICALS 


INDUSTRY  COMPOSITE 


32695.2 


131972.3 


-3 


255.5 


-83 


5244.2 


-35 


0.8 


4.3 


9.3 


23 


1.98 


Air  Products  &  Chemicals  (3)  760  5  5  2967.0  0  64.2  6  252  5  5  8.4  8.4  13  0  19  4.50 

American  Cyanamid  1134.9  0  4986  2  9  65.9  17  358  8  233  5.8  5.0  13  6  lo  3  85 

Arco  Chemical  747.0  -2  2837  0  0  68  0  0  188.0  -39  9.1  9.0  11.4  20  196 

Betz  Laboratories  165.6  9  665.6  12  18  6  16  75.5  15  11.2  10.5  27.6  26  2  47 
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CORPORATE  SCOREBOARI 


>MPANY  SAtES   PROFITS  

MARGINS  RETURN  ON 

COMMON  12 

4TH            CHANGE            12          CHANGE            4TH           CHANGE          12           CHANGE       4TH          4TH  EQUITY  PRICE  MONTHS' 

QUARTER         FROM         MONTHS       FROM         QUARTER        FROM.       MONTHS        FROM     QUARTER  QUARTER  12  MONTHS  EARNINGS  EARNINGS 

1991              1990            1991            1990              1991             1990           1991            1990         1991          1990  ENDING  RATIO  PER 

SMIl              \             SMIl            \              SMIl             %            SMIl             %            %            %  12-31  2-21  SHARE 


ibot(3)  384  8  -4  1466  5  -7  16  6  21  42.7  6  4.3  3.4  11.1  20  1.93 

txter  236.0  2  937.7  3  -10.6  NM  -7.1  NM  nm  4.1  -2.3  nm  -0.29 

>w  Chemical  4563.0"  -11  18807.0  -5  -92.0  nm  942.0  -32  nm  5.3  9.7  16  3.46 

I  Pont  9765.0***  -12  38695.0  -3  -240.0  NM  1403.0  -39  NM  4.2  8  2  23  2.08 

gelhard  586.8"  h1  2436.4  -Tt  22^8  6  8A9  25  3^9  iT6  ^8  ^96 

lyl  659.7  -2  2574.9  2  48.3  -27  206  7  -11  7.3  9.8  16  9  14  1.75 

rro  265.2  -6  1056.9  -6  12.3  NM  4.8  -75  4.6  NM  0.7  NM  0.08 

ieport-McMoRon  369.3  -5  1579  2  0  12  9  -4  96.7  -69  3.5  3.4  16  5  32  1.37 

Her  (H.  B.)  tl)  220.6  9  852.9  8  8.8  9  27.7  31  4.0  4.0  13.3  23  3  00 

iorgia  Gulf                                     182.3  -20  838  3  -10  12.1  -36  61.5  -36  6.7  8.3  nm  16  175 

>odrich  (B.  F.)  607.4  5  2471.6  2  -106.7  NM  -80.6  nm  nm  2.4  -7.3  NM  -3.50 

acefW.  R.)  1613.3  -6  6049.1  1  79.1  9  219.2  8  4.9  4.2  11.4  18  2.50 

eat  Lakes  Chemical  321.9  il  1307.6  23  39y  i  157.5  12  ^2^3  lT6  Tsl  25  r23 

inna(M.  A.)  302.2**  12  1148.2  3  0.7  -91  -16.7  NM  0.2  2.9  -4  7  NM  -0.75 

(rcoles  709.7  -14  2928.9  -8  34.1  NM  94.9  -1  4.8  0.3  5.0  25  2.01 

iC  Fertilizer  Group  (6)  252  6  -9  1100.0  -3  22.1  -11  90.0  2  8.8  9.0  12.2  16  3.95 

cfife                                                  141.5  -1  561.2  1  18.0  10  71.9  7  12.7  11.4  21.2  25  1.98 

briiol  370.3  0  1476.3  2  319  1  123.7  -35  8  6  8  5  15.6  18  3  57 

ondell  Petrochemical  1354.0  -32  5729.0  -12  21.0  -71  222.0  -38  1.6  3.7  182.0  9  2.78 

ansonto  2126.0  -3  8864.0  -1  66.0  113  296.0  -46  3.1  1.4  7  5  29  2.33 

»rton  International  (6)  508  4  8  1966  6  9  34  8  16  143.4  3  6.8  6.4  12  3  21  2.94 

ilco  Chemical  334.6  16  1237.3  16  36  9  6  134.6  6  11.0  12.2  25.0  19  1.78 

.Industries                                     195.6  -14  840.3  -7  -6.9  nm  -24.1  nm  nm  4.6  NM  NM  -0.40 

in  594.7  -7  2275.4  -12  102  28  -12.7  nm  1.7  1.3  -3.6  NM  -0.92 

jantum  Chemical  636,7*  -17  2532.4  -5  -17.6  nm  -123.3  nm  nm  1.3  nm  nm  -4.26 

ihm&Hoas  658.3  -3  2763.0  -2  29.5  -20  163.1  -21  4.5  5.4  12.4  20  2.45 

hulmon  (A.)  (4)  186.5  -13  707.7  -3  9.3  -4  42  0  10  5.0  4.5  16.7  23  1.43 

lion  Carbide  1151.0  -15  4877.0  -7  -87.0  nm  -116.0  nm  nm  nm  -6.0  NM  -1.06 

ellmon                                           199.2  -3  805.7  -3  13.1  15  45.3  -26  6.6  5.6  10.9  21  1.39 

itco  390.5  -6  1630.5  0  19  5  85  73.5  8  5  0  2,6  12  2  14  3.21 


?NGLOMERATES  

BUSTRY  COMPOSITE  47123.9         -1     176369.5        0        1377.0        -35      5536.6      -34        2.9       4.5         11.4  22  2.21 


CO  Standard  (3)                             1206.4**  4  4807.1  3  21.0  22  91.7  18  1.7  1.5  10.9  19  2.03 

iied-Signal                                      3004.0  -4  11831.0  -4  115.0  7  -273.0  NM  3.8  3,4  -9.2  NM  -2.00 

Itec  Industries                                340.4  -6  1373.0  -8  19.3  -16  83.2  -30  5.7  6.4  nm  na  na 

irt  Group  (11)  285.8  5  1152.2  10  0.5  -82  2.5  -80  0.2  0.9  0.9  52  1.37 

dl                                                     848.9  -2  3568  6  1  32.0  13  122  4  5  3.8  3.3  11.1  16  3.04 

)gie  International                           332  2  -7  1243.5  -9  12.3  43  30.1  -24  3  7  2.4  8.3  12  1.72 

qua  Industries                               242.1  3  924.6  -5  -26.8  nm  -50.8  NM  nm  nm  -19.4  nm  -3.08 

tnerol  Cinemo  (2)  797.9**  0  3587.8  1  -283.1  nm  -293.1  NM  nm  1,6  -65.2  nm  -3.88 

sneral  Electric                              17551.0**  2  60236.0  3  1263.0  2  4435.0  3  7.2  7.2  21.2  16  5.10 

lusehold  International                   1160.7  2  4593.9  6  -33.9  nm  149  8  -36  NM  6.4  7.7  17  3  15 

5350.0  -2  20421.0  -1  195.0  9  817.0  -23  3.6  3.3  9.8  10  6.42 

/                                                     1517.0  -6  5986.4  -2  -8.5  NM  74.1  5  NM  NM  NM  2  0.43 

itionol  Intergroup  (9)                      871.5  7  3262.0  8  3  7  47  -18.4  nm  0.4  0.3  -5.8  nm  -1.09 

jden                                                 408.6  7  1567.6  1  15.3  nm  57.6  -1  3.7  NM  11.8  17  1.33 

nn  Central                                        425.9  50  1669  4  54  -2  0  NM  63.4  -15  NM  6.7  4.0  20  1.30 

emork  International  784.7  3  2815.7  3  47  6  71  102.3  97  61  3.6  13  2  15  3  25 

ickwell  International  (3)                2560.4  -13  11549.0  -7  123.3  -13  582.3  -6  4.8  4.8  13.8  11  2.51 

ledyne                                           818.2  -7  3206.8  -7  28.1  nm  -25.4  nm  3.4  0.1  -5.6  nm  -0.46 

nneco                                          3643.0  -6  13662.0  -6  -18.0  nm  -674.0  nm  nm  3.4  -30.9  NM  -5.62 

xtron  2016.0  -6  7840.1  -1  83^3  7  299.5  6  41  3.6  10.5  10  3  42 

W                                               2122.0  3  7913.0  -3  -231.0  nm  -140.0  nm  nm  2.0  -7.3  nm  -2.30 

ilhi                                                 186.4  -9  765.7  0  -2.5  nm  20.1  -73  nm  6.5  5  2  36  0.18 

hitman                                          650.9  5  2393.3  4  23.4  -7  80.4  nm  3.6  4.1  17.8  19  0.76 


JNSUMER  PRODUCTS  

BUSTRY  COMPOSITE  59089.2  4    225824.5         7        3201.9  17     13645.9        13         5.4       4.8         21.5  22  2.13 


PAREL 

lOUP  COMPOSITE  4740.6         12       18305.0        11         263.6  39       1031.8        22         5.6       4.5        19.2  17  2.27 


own  Group  111)                                454.9  0  1730.6  -4              7.0  -30  23.3  -33  1.5  2.2  7,0  19  1.37 

irtmarx(l)                                     318.9  -5  1215.3  -6         -15.1  nm  -38.4  nm  nm  nm  -12.6  nm  -1.74 

illwood  (8)                                        240.6  12  856  3  11              5.8  186  18.7  345  2.4  1.0  8.9  20  1.58 

slie  Fay  171  4  -15  836.6  -3  0.6  -81  29.4  1  0  3  1.4  13.6  13  1.55 

:  Claiborne                                     530.7  13  2007.2  16           56.5  2  222.7  8  10.7  11.9  25.3  15  2.61 

ke  (7)                                               743.4  15  3211.8  20            615  6  305.3  6  8.3  9  0  25  5  17  3.99 

(ford  Industries  (7)                           142.6  3  502  8  -5              3.7  248  9.6  195  2.6  0.8  9.2  18  1.09 

lillips-Van  Heusen  ( 1  1 )                     286.3  19  890  4  15           17.5  18  27.8  17  6.1  6.2  25.5  23  1.00 

:ebok  International                         586.6  20  2734  5  27           49  7  26  234.7  33  8.5  8  1  30  6  15  2.37 

issell                                                 256.7  32  804  6  13            26  4  34  56.8  -16  10.3  10  2  118  27  1.38 

850.3  24  2952.4  13            48.4  NM  161.3  99  5.7  NM  19.1  16  2.75 

□rnaco  Group  158.3  2  562.5  3  K5  nm  -19.5  nm  0.9  nm  nm  na  na 
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COMPANY 


SALES 


PROFITS 


MARGINS 

RETURN  ON 

COMMON 

12 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQurnr 

PRICE- 

MONTHS' 

m 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1 99 1 

1 990 

1990 

1990 

1990 

1991 

1990 

tNUINO 

RATIO 

PER 

ij 
■  I 

SMIL 

SMIL 

$MIL 

S  MIL, 

% 

12.31 

2-21 

SHARE 

(b)  APPLIANCES  &  HOME  FURNISHINGS 

6 

NM 

414.5 

-15 

1.1 

NM 

6.2 

41 

0.62 

Armstrong  World  Industries 

583  0 

-3 

2439  3 

-3 

-2.6 

NM 

60.6 

-59 

NM 

1.2 

6.5 

27 

1.11 

Best  Buy  (10) 

230.6 

35 

805.5 

25 

2.3 

78 

8,1 

28 

1.0 

0.8 

5.3 

24 

0.94 

Circuit  City  Stores  (10} 

694.0 

19 

2628  1 

13 

8.8 

248 

60,9 

-8 

1.3 

0.4 

15.2 

24 

1.31 

vood  Ouys  \S] 

1 55.0 

25 

457.2 

38 

4.6 

-7 

1 0,6 

22 

3.0 

4.0 

1 1 .9 

25 

0.87 

Interco  110) 

392  2 

7 

1443,6 

-2 

-7.1 

NM 

-91.6 

NM 

NM 

NM 

NM 

NM 

-2.97 

InterTan  (6) 

208,9 

-8 

670  8 

-8 

5.0 

-6 

8  6 

-30 

2.4 

2.4 

3.5 

23 

0.99 

Kimball  International  (6) 

1 48.2 

3 

553, 1 

-6 

8.1 

0 

29.9 

-24 

5.5 

5.6 

9.8 

19 

1 .40 

La-Z-Boy  Chair  (8) 

1 65.3 

-1 

613.1 

1 

8.5 

-5 

26.0 

0 

5.1 

5.4 

1 1.0 

1 8 

1  44 

Leggett  &  Piatt 

256.6 

-1 

1081.8 

-1 

10.1 

NM 

39.4 

34 

3.9 

NM 

12.2 

21 

2.22 

1 

; 

806.0 

5 

31410 

-2 

-27  7 

NM 

44.9 

-68 

NM 

NM 

2.5 

92 

0  30 

r 

Maytag 

725.6 

0 

2970.6 

-3 

21.0 

62 

79.0 

-20 

2.9 

1.8 

7.8 

25 

0.75 

■ 

Pier  1  Imports  (10) 

158.4 

9 

727.5 

28 

4.7 

NM 

19.7 

37 

3.0 

NM 

1 1 .3 

21 

0.53 

Whirlpool 

1711.0 

6 

6770.0 

2 

40.0 

NM 

170.0 

136 

2.3 

NM 

1 1 .4 

19 

2.45 

Zenith  Electronics 

399.0 

6 

1321.6 

-6 

0.5 

NM 

-51.6 

NM 

0.1 

NM 

-17.0 

NM 

-1.79 

IVKWUr  ^VMrWallB 

/ 

a 
O 

o 

5.2 

6.0 

2l.y 

27 

■•92 

Anheuser-Busch 

2666.2 

-1 

10996.3 

2 

159.2 

12 

939  8 

12 

6  0 

5.3 

21  8 

17 

3.26 

Brown-Forman  (8) 

452.9* 

1  7 

1439.2 

8 

52.7 

20 

1 45  6 

7 

1 1 .6 

1  1 .3 

21 .0 

1 6 

5  25 

Coca-Cola 

2879.0 

13 

1 1571.6 

13 

358.4 

22 

1618  0 

17 

12.4 

1 1.5 

38.3 

33 

2.43 

Coca-Cola  Enterprises 

947.9 

1 

4050.8 

0 

-125.0 

NM 

-82.4 

NM 

NM 

1 .2 

-6.5 

NM 

-0.79 

Coors  (Adolph) 

418.3 

5 

1917.4 

4 

-22.8 

NM 

23.9 

-39 

NM 

NM 

2.1 

28 

0.64 

PepsiCo 

5929.8 

9 

19607.9 

10 

271.1 

2 

1080.2 

-1 

4.6 

4.9 

20.8 

24 

1.35 

|d)  PERSONALCARE 

WKUUI'  CvMrwslTB 

13151<3 

B 

B 

viO.B 

O 

29y«S*B 

S 

7.0 

7.1 

23 

2.99 

Alberto-Culver  (3) 

246.6 

29 

929.5 

15 

9.4 

17 

31.5 

-14 

3.8 

4.2 

12.1 

23 

1.11 

Avon  Products 

1 129.6 

0 

3593.3 

4 

92  6 

5 

210.7 

8 

8.2 

7.8 

76.5 

16 

2.92 

Clorox  (6) 

351.6 

5 

1678.7 

8 

25.4 

24 

62.2 

-56 

7.2 

6.1 

7.6 

41 

1.15 

Colgate-Palmolive 

1 575.7 

7 

6060.3 

6 

86.9 

1  8 

1 24.9 

-61 

5.5 

5.0 

1 1 .6 

60 

0.77 

Gillette 

1342.4 

8 

4683.9 

8 

1 14.3 

7 

427.4 

16 

8.5 

8.6 

41.6 

25 

1.94 

Helene  Curtis  Industries  (10) 

228.6 

12 

975.2 

20 

3  4 

63 

15.3 

57 

1  5 

1.0 

9  6 

24 

1.63 

International  Flavors  &  Fragrances 

225.7 

3 

1017.0 

6 

30.4 

5 

1 68.7 

8 

1 3.5 

13.2 

1 8.3 

23 

4.41 

NCH  (8) 

160  8 

-5 

669.0 

1 

10.7 

-7 

42.1 

0 

6.7 

6.8 

16.6 

13 

5.1 1 

Procter  &  Gamble  (6) 

7507  0 

9 

28229.0 

9 

523.0 

7 

1787.0 

3 

7.0 

7. 1 

25  4 

21 

4.98 

Stanhome 

209.4 

2 

710.2 

5 

16.9 

-10 

45.1 

-12 

8. 1 

9. 1 

20.2 

15 

2  21 

Tambrands 

173.9 

15 

660.7 

5 

3.9 

-78 

79.0 

-19 

2  2 

1 2  0 

31 .5 

34 

1.92 

(e)  TOBACCO 

vKvUr  CwMrvSITK 

21269.5 

~1 

83106.2 

7 

1251.8 

21 

5480.8 

5.9 

4.8 

IB 

2.31 

American  Brands 

3796.4- 

1 

14063.8 

2 

216.6 

NM 

806.1 

37 

5.7 

0.2 

20.0 

1 1 

3.91 

Dibrell  Brothers  (6) 

299.9 

-1 

1058.9 

21 

7  2 

20 

24.5 

45 

2.4 

2.0 

24.3 

19 

1.85 

i 

Philip  Morris 

1 1789  0 

-4 

48064  0 

8 

7670 

-13 

3927.0 

1 1 

6.5 

7.1 

31.4 

18 

4  24 

RJR  Nabisco  Holdings 

3976.0 

8 

14989.0 

8 

161.0 

160 

368.0 

NM 

4.1 

1.7 

4.7 

45 

0.22 

 1 

Standard  Commercial  (9) 

298.5 

-3 

1 1 16.8 

8 

4,8 

69 

19.1 

133 

1.6 

0.9 

14.4 

13 

2.32  1 

Universal  (6) 

874.2** 

-4 

2906  5 

4 

28  9 

10 

70.2 

79 

3  3 

2.9 

24.1 

13 

2.24 

> 

UST 

235.5* 

17 

907.3 

19 

66  3 

21 

265.9 

19 

28.1 

27.2 

56.1 

24 

1.18  1 

r 

„^ 

7  CONTAINERS  &  PACKAGING 

INDUSTRY  COMPOSITE 

5926.0 

2 

23683.5 

6 

28.4 

-67 

343.1 

-50 

0.5 

1.5 

5.1 

44 

0.82 

(o)  GLASS,  METAL  &  PLASTIC 

GROUP  COMPOSITE 

2438.7 

11 

10164.1 

18 

9.8 

NM 

201.2 

71 

0.4 

NM 

13.9 

22 

1.92 

Boll 

537.4 

78 

2267.4 

67 

9,0 

543 

66.2 

32 

17 

0.5 

1 1.5 

15 

2.42 

Constar  International 

144.3 

12 

548  2 

9 

5.8 

56 

16.8 

24 

4.1 

2.9 

1 1.4 

18 

2  24 

Crown  Cork  &  Seal 

874.5** 

3 

3807.4 

24 

25  8 

21 

128.1 

20 

3.0 

2.5 

12.4 

20 

4.43 

Ov/ens-lllinois 

882.5 

-4 

3541.1 

-3 

-30  9 

NM 

-10.0 

NM 

NM 

NM 

NM 

NM 

-0.25 

(b)  PAPER 

GROUP  COMPOSITE 

3487.3 

-3 

13519.4 

-2 

18.6 

-85 

141.9 

-75 

0.5 

3.5 

2.7 

74 

0.45  1 

r 

Bemis 

290.9 

-4 

1 141  6 

1 

18.0 

17 

53.0 

4 

6.2 

5.1 

17,1 

23 

2.06 

Federal  Paper  Board 

411.0 

-7 

1435.0 

4 

5  7 

-75 

82  4 

-30 

14 

5.2 

8  4 

17 

1.83 

Gaylord  Container  (3) 

168.9 

-7 

710  3 

-1 

-23.8 

NM 

-194.2 

NM 

NM 

NM 

NM 

NM 

-12.57 

Longview  Fibre  (2) 

172  2 

-6 

644,0 

-6 

7.4 

-49 

16.6 

-73 

4,3 

79 

4.4 

50 

0.32 

Sonoco  Products 

446  4 

4 

1697  1 

2 

24  5 

-9 

94  8 

88 

5,5 

6.3 

17.5 

18 

2.20 

Stone  Container 

1357  5 

-6 

5384,3 

-6 

-36.8 

NM 

-49.1 

NM 

NM 

0.7 

-3.5 

NM 

-0.79 

Temple-Inland 

640.4 

4 

2507  1 

4 

23.7 

-51 

138.4 

-40 

3,7 

7.8 

9  1 

21 

2  51 

8  DISCOUNT  &  FASHION  RETAILING 

INDUSTRY  COMPOSITE 

79693.0 

9 

304239.1 

8 

1892.7 

12 

6655.2 

45 

2.4 

2.3 

12.2 

27 

1.39 

Ames  Department  Stores  (11) 

673.1 

-4 

2948,8 

-17 

-196.3 

NM 

-317.3 

NM 

NM 

NM 

NM 

NM 

-8  80 

AutoZone  (4) 

215  8 

30 

868  3 

25 

12  6 

70 

49.2 

82 

5.8 

4.5 

21,8 

56 

0  70 

Burlington  Coot  Factory  (6) 

416.2 

7 

952  9 

1  1 

34  3 

28 

32  3 

102 

8.2 

6.9 

1  1,8 

12 

1.82 

Coldor  (11) 

417.9 

5 

1836.9 

NA 

-3  9 

NM 

2  5 

NA 

NM 

NM 

1,8 

32 

0.55  1 
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Footnotes  on  page  67 


CORPORATE  SCOREBOARI 


)etter  performance  the  fiber  will  have. 

Fabrics  of  polyester  microfibers  can 
)e  woven  to  have  a  buttery  softness  like 
«lour  or  washed  silk.  They  also  provide 
vhat  the  textile  trade  calls  "good  drape." 
rhe/re  lighter  and  softer  than  most  other 
abrica 


Microfiber  has  real 
strengths,  too. 

The  tightly  woven  polyester  filaments  in 
microfiber  fabrics  resist  water  better  than 
any  natural  fiber.  At  the  same  time,  this 
tight  weave  retains  excellent  breathability, 
making  microfiber  fabrics  ideal  for 
ski  wear  and  other  high-performance 
outerwear:  ,s 


Microfiber  also  builds  on  the 
strengths  of  traditional  polyester.  It's  easy 
to  care  for,  durable  and  wrinkle-resistant. 
Which  means  it's  one  fabric  we  can  all 
take  great  comfort  in.  It's  no  wonder 
microfiber  yarns  are  making  polyester 
fashionable  like  never  before 
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MAKGINS       RETURN  ON 
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4TH 

CHANGE 

12 

CHANGE 

m 

CHANGE 

12 

CHANGE 

4TH 

iW 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1990 

1990 

1990 

1990 

$MIL. 

SMIL 

$MIL 

SMIL 

12  31 

2  21 

SHARE 

arter  nawley  Hale  Mores  ( i  i ) 

508.7** 

~1 0 

2 1 86.9 

-2 1 

-1 7.0 

NM 

-132.6 

NM 

NM 

NM 

NM 

NM 

-4.60 

harming  Shoppes  (11) 

Z4/  .U 

1  J 

OQO  o 

y  oz  .z 

11.8 

38 

53. 1 

46 

4.8 

3.9 

15.8 

zo 

1  -0 1 

onsoiidated  Stores  (11) 

171.8 

3 

7 1 9.7 

7 

1 .8 

29 1 

1 0.2 

NM 

1 . 1 

0.3 

6.6 

6 1 

0,22 

ostco  \A^holesale  (4) 

1429.9 

28 

5614.0 

27 

20.5 

49 

91 .5 

63 

1 .4 

1  2 

12.9 

49 

1.16 

ayton  Hudson  (11) 

3955.0** 

9 

1 573 1 .0 

1 0 

35.0 

-40 

344.0 

-1 9 

0.9 

1 .6 

1 5.4 

1 5 

4.47 

iilard  uepartmenT  Mores  [  t  i ) 

99 1 .0** 

1 0 

4074.6 

1 3 

39.0 

2 1 

205.2 

1 7 

3.9 

3.6 

13.8 

23 

5.52 

oiiar  uenerai  ( ii ) 

1  oy./ 

1  0 

/  1  0  .z 

1  1 

4.  J 

DO 

1  tj.  1 

4U 

Z.J 

1  7 

1  J.  1 

Jz 

C\  QO 

jison  Brothers  Stores  (11) 

329.4 

6 

1366.6 

14 

1 1 .6 

3 

61 .3 

1 

3.5 

3.6 

1 7.0 

1 3 

2.87 

amily  Dollar  Stores  (4) 

263.9 

1 7 

1 028.5 

1 5 

1 1 .6 

49 

44.1 

44 

4.4 

3.5 

1 8.7 

23 

0.80 

^derated  Department  Stores  (11) 

1  1  "57  1  ** 

1  1  J/ .  i 

\J 

—"iCi  1 

j(J.  1 

NM 

—  1  Q7  7 

NM 

NM 

NM 

NM 

NA 

NA 

ngerhut 

498.7 

3 

1 428.4 

1 4 

27.0 

1 4 

53.6 

1 2 

5.4 

4.9 

1 5.7 

1 7 

2,14 

rOD  (111 

702.1 

40 

2340.1 

26 

70.8 

48 

202.4 

66 

10.1 

9.5 

34.5 

34 

1 .43 

rossman's 

1 79.5 

-2 

806.6 

"1 

-1 .4 

NM 

6.5 

NM 

NM 

NM 

5.5 

20 

0.25 

echinger  (11) 

400.6 

1 5 

1 558.9 

1 2 

6.5 

33 

26.7 

-18 

1 .6 

1 .4 

5.3 

20 

0.69 

ills  Department  Stores  (11) 

438.8 

-2 1 

1 802.8 

~1 8 

1 0.9 

NM 

-253.9 

NM 

2.5 

NM 

NM 

NM 

-1 3.39 

ome  Depot  (11) 

1298.3 

39 

4845.5 

38 

58  4 

62 

223.0 

47 

4.5 

3.9 

13.9 

55 

1.12 

ome  Shopping  Network  (4) 

291 .8 

0 

1 078.6 

3 

1 3. 1 

9 

-8.5 

NM 

4.5 

4. 1 

-4.8 

NM 

-0.09 

amesway  (11) 

2 1 9.3 

1 

876.0 

-4 

0.4 

NM 

-1 9.7 

NM 

0.2 

NM 

-1 7.9 

NM 

-1 .43 

mart  (11) 

oUjU.U 

6 

341 55.0 

5 

1 1 0.0 

4 

782.0 

1  34 

1 .4 

1 .4 

1 4. 1 

1  3 

3.84 

□nds'  End  (11) 

164.0 

13 

641.3 

1  1 

5.8 

NM 

23.4 

44 

3.5 

0.2 

20.8 

28 

1 .22 

mited  (11) 

1 433.4** 

1 5 

5836.8 

1 5 

72.9 

-1 4 

375. 1 

-1 

5. 1 

6.8 

22. 1 

28 

1 .04 

owe  s  ( 1 1 ) 

790.3 

1 2 

2932.7 

3 

1 3.0 

-8 

54.8 

-28 

1 .6 

2.0 

7.7 

29 

1 .50 

lacy  (R.  H.)  (5) 

1 60 1.3** 

4 

68 16.8 

-4 

- 1 55.4 

NM 

-35 1 ,3 

NM 

NM 

NM 

NM 

NA 

-238.0 1 

lay  Department  Stores  (11) 

2561 .0** 

8 

10537.0 

5 

91 .0 

1 

501  0 

3.6 

3.8 

22.2 

1 5 

3.90 

lelville 

3254.7 

5 

9886.2 

1 4 

233.6 

-1 

346.7 

-10 

7.2 

7.6 

2 1 .9 

1 6 

3.20 

iercantile  Stores  ( 1 1 ) 

z 

Z4J  J.3 

oU.  0 

y 

1  1  7  X 

—  1  1 

3.Z 

o.y 

O  7 

y./ 

1 J 

J.zu 

lerry-Go-Round  Enterprises  (11) 

1 97.0 

22 

73 1 .9 

24 

9.6 

-16 

39.2 

1 3 

4.9 

7. 1 

1 9.7 

1 6 

0.75 

ieyer  (Fred)  (11) 

604.0 

1 1 

2655.5 

7 

5.5 

70 

40.6 

NM 

0.9 

0.6 

1 3.0 

1 6 

1 .64 

eiman  Marcus  Group  (5) 

434.2** 

2 

1 752.9 

2 

8.3 

-20 

7.3 

-73 

1 .9 

2.4 

NM 

NM 

-0.54 

 1  -  A  .     _  .  ■  ■  fill 

ordstrom  ( 1 1 } 

687. 1 

8 

3 1 04.0 

9 

1 9.4 

-5 

141 .3 

40 

2.8 

3.2 

1 5.6 

22 

1 .73 

amida  Holdings  (II) 

1 56.7 

-2 

667.3 

3 

0.4 

~1 4 

-1 .9 

NM 

0.3 

0.3 

-41.2 

NM 

-0.49 

syless  Coshways  ( 1 ) 

644.1 

9 

2387.2 

7 

0.5 

NM 
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NM 

0.1 

NM 

NM 

NA 
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enney  (J.  (II) 
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-1 
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-1 

1 1 6.0 
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9 
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30 
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5 
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4 
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8.0 
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NM 
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NM 
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7056.2 

22 
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21 
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-7 
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NM 

NM 

NM 
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NM 
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215.4 
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3.3 

NM 

23.9 

9 
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0. 1 
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20 
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iors.  Roebuck 
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3 
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2 
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46 
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28 
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2.4 
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1 3 
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-1 
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hopKo  5tores  (10) 

397  4 

3 

1 586.5 

NA 

1 4-3 

1 

49.2 

NA 
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-8 

1 976.3 

-1 

1 3.0 
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1 6.9 
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1 .8 

4.6 

3,8 

45 

0,33 

Towbridge  &  Clothier  (11) 

21 1 .9** 

-9 

954.9 

-5 

-1 .5 

NM 

9.1 

-69 

NM 

0.7 

3.9 

25 

0.97 

IX(11) 

705.3 

9 

2672.1 

14 

27.4 

-8 

71.4 

-2 

3.9 

4.6 

23.5 

17 

1.02 

jys'R'  Us  (11) 
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12 
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10 

32.1 

12 

315.5 

-4 

2.7 
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14.6 

34 

1.07 

.  S.  Shoe  (11) 

678.6 

1 

2736.9 

-1 

8.7 

-5 

-28.8 

NM 

1.3 

1.4 

-5.7 

NM 

-0.64 

alue  City  Department  Stores  (5) 

161.9 

21 

625.8 

NA 

6.9 

36 

37.2 

NA 

4.3 

3.8 

31.4 

17 

1.23 

enture  Stores  (11) 
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3 
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4 

5.4 
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14 

2681.5 

15 
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3 
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10627.5 

34 

40606.9 

34 

353.2 

25 

1487.9 

20 

3.3 
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40 
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-2 
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3 

41.0 
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LECTRICAL  &  ELECTRONICS 

IDUSTRY  COMPOSITE 

29930.5 

2 

114992.6 

2 

1653.8 
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3450.4 

-29 

5.5 

2.2 

7.1 

30 

1.31 

LECTRICAL  PRODUCTS 

ROUP  COMPOSITE 

7988.1 

-4 
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-1 
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NM 
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NM 

0.2 

NM 

0.02 

ooper  Industries 

1555.4** 

-7 
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9 
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3.04 
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6.7 

-7 

34.4 

-4 

2.4 

2.6 

20.4 

9 

1,44 

ational  Service  Industries  (4) 

401  6 

-1 

1599.1 

-3 

17.6 

-28 

25.3 

-75 

4.4 

6.1 

3.8 

49 

0.51 

aychem  (6) 

328.5 

4 

1272.6 

6 

-3.7 

NM 

-24.1 

NM 

NM 

0.4 

-3.4 

NM 

-0.63 

/estinghouse  Electric 

3417.0 

-8 

12794.0 

-1 

171.0 

NM 

-1086.0 

NM 

5.0 

NM 

-38.6 

NM 

-3.46 

LECTRONICS 

ROUP  COMPOSITE 

12530.9 

4 

47667.5 

3 

665.0 

35 

1978.8 

-10 

5.3 

4.1 

9.6 

15 

2.60 

Systems 

545.2 

15 

1991.3 

10 

29.8 

16 

109  5 

16 

5.5 

5.4 

15,2 

10 

3.35 

M  Hughes  Electronics 

3155.0 

9 

1 1480.5 

-1 

255.7 

31 

505.0 

-30 

8.1 

6.7 

6.1 

14 

1.26 

orris  (6) 

755.7 

-1 

29970 

-2 

19.2 

NM 

89.7 

149 

2.5 

NM 

8.6 

13 

2.31 

tton  Industries  (5) 

1360.9 

1 1 

5350.8 

4 

41.5 

5 

65.4 

-63 

3.1 

3.2 

5.3 

32 

2.93 

srol (9) 

71 1.0 

6 

2870.1 

60 

29.9 

43 

1 12.1 

32 

4.2 

3.1 

1 1.8 

9 

3.90 

lOtorolo 

3039  0 

4 

1 1341,0 

4 

126  0 

16 

454.0 

-9 

4.1 

3.7 

9  8 

24 

3  44 

aytheon 

2429.0 

-1 

9274.0 

0 

157.8 

10 

591,7 

6 

65 

5.8 

18.5 

10 

8.95 

CI  Systems  (6) 

220.9 

-27 

996  7 

-15 

-2.5 

NM 

-1.4 

NM 

NM 

0.2 

-0.7 

NM 

-0.07 

orion  Associates  (3) 

304.2 

-4 

1366.0 

5 

7.6 

-38 

52.7 

214 

2.5 

3.9 

12.3 

15 

2.70 
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COMPANY 


SALES 


PROFITS 


MARGINS 


RETURN  ON 
COMMON 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

ENDING 

RATIO 

$Mll 

$Mll 

$Mll 

SMIL 

% 

12-31 

2-21 

12 

MONTHS' 
EARNING; 
PER 
SHARE 


I  INSTRUMENTS 


GROUP  COMPOSITE 

4530.1 

3 

17148.2 

1 

204.4 

13 

665.1 

12 

4.5 

4.1 

12.8 

18 

2.09 

Ametek 

183-4 

8 

715.1 

8 

10.4 

26 

38  0 

2 

5.7 

4.9 

18  7 

19 

0.87 

Beckman  Instruments 

233.7 

4 

8579 

5 

10.4 

4 

38  1 

■  5 

4.5 

4.4 

111 

16 

1.32 

Honeywell 

1710-7 

2 

6192.9 

-2 

102.6 

-6 

331.1 

-1 1 

6.0 

6.5 

19.3 

15 

4.70 

Imo  Industries 

264  5 

-4 

1024.0 

1 

2.9 

-55 

1 1.4 

-46 

1.1 

2.4 

3.4 

17 

0.68 

Johnson  Controls  (3) 

1215.4 

6 

4626.1 

1 

28.4 

16 

990 

12 

2  3 

2.1 

10.2 

17 

2.28 

Millipore 

200-8 

5 

748.0 

6 

18,5 

NM 

60  4 

117 

9.2 

NM 

12  6 

17 

2  17 

Perkin-Elmer  (5) 

198.3 

-3 

867  8 

1 

9.0 

-7 

-4.9 

NM 

4.5 

4.7 

-1.2 

NM 

-0  15 

Tektronix  (7) 

303.2 

-2 

1310.9 

-6 

8.1 

-31 

44.9 

NM 

2,7 

3.8 

10.1 

12 

1.53 

Thermo  Electron 

220.2 

2 

805.5 

12 

14.2 

39 

47.1 

35 

6.4 

4.7 

10.5 

23 

1.97 

Id)  SEMICONDUCTORS 
GROUP  COMPOSITE 


4881.4 


18978.2 


296.7 


178 


735.4 


6.1 


2.3 


6.7 


43 


1.00 


Advanced  Micro  Devices 

AMP 

Intel 

LSI  Logic 


366.2 
791.0 
1205.4 
164.3 


38 
2 
15 
-1  1 


1226.6 
3095.4 
4778.6 
697.8 


16 
2 

22 
6 


106.7 
63.0 
188.7 
0  9 


NM 

-5 
15 
NM 


145.3 
259.3 
818.6 
8  3 


NM 

-10 
26 

NM 


29.2  NM 

8.0  8.6 

15.7  15.7 

0.6  NM 


17.2 
13  6 
18.5 
2.8 


13 
26 
17 

50 


1.53 
2.45 

3.92 
0.19 


Molex  (6)  189.3  9  739.8       14  16  4  5  63.3         -4         8.7        9.0         10.2  29  1.28 

Notional  Semiconductor  (7)  413.2         -3         1655.9       -4  5.9  69       -150.4       nm         1.4        0.8       -32.6         NM  -1.55 

Texas  Instruments  1752.0  0         6784.0        3  -85.0         NM      -409.0       NM        NM        nm       -27.9         NM  -5.40 


10  FOOD 


INDUSTRY  COMPOSITE 


82099.5 


2  322029.6 


1915.6 


-8 


8145.9 


28 


2.3 


2.6 


20.0 


20 


1.74 


(a)  FOOD  DISTRIBUTION 

GROUP  COMPOSITE 

11276.5 

5 

46235.4 

5 

149.1 

8 

552.1 

8 

1.3 

1.3 

13.5 

16 

1.91 

Fleming 

3075.2 

5 

12901.6 

8 

-12.4 

NM 

72.3 

-26 

NM 

0.9 

7.0 

14 

2  06 

Nosh  Finch 

546.7** 

0 

2343.3 

-1 

5.7 

24 

19.1 

7 

1.0 

08 

10.9 

1  1 

1.75 

Richfood  Holdings  |8) 

242.4 

3 

1021.9 

1 

2.6 

36 

10.9 

61 

1.1 

0  8 

18  9 

17 

1.05 

Rykoff-Sexton  (8) 

383.6 

2 

1471.2 

2 

5.1 

1  1 

14.1 

31 

13 

12 

7.5 

16 

1  22 

Smart  &  Final 

157.5 

1 1 

663.1 

18 

2  5 

41 

2.7 

-71 

16 

1.2 

2.8 

86 

0.26 

Super  Food  Services  (4) 

440.6** 

4 

1842.2 

3 

2.5 

-27 

1 1.3 

-33 

0.6 

0.8 

8.5 

14 

1  04 

Super  Rite  (10) 

305.2 

23 

1061.2 

12 

2.5 

53 

3.3 

-26 

0.8 

0.6 

-2.1 

NM 

-0.1 1 

Super  Volu  Stores  (10) 

2471.4 

3 

10744.3 

3 

84.4 

122 

207.3 

37 

3.4 

16 

18.9 

9 

2.76 

Sysco  (6) 

2180.7 

8 

8468  6 

8 

43  8 

8 

161  6 

1  1 

2.0 

2  0 

16.1 

25 

1.74 

Wetterau  (9) 

1473.3** 

0 

5718.0 

2 

12.4 

-19 

49.5 

-1 

0  8 

10 

19.1 

10 

2.16 

(b)  FOOD  PROCESSING 


GROUP  COMPOSITE 

35510.3 

2 

136841.1 

5 

1631.3 

5 

6410.7 

22 

4.6 

4.5 

21.2 

19 

2.09 

Archer  Daniels  Midland  (6) 

2304,5 

5 

8800  9 

5 

131.1 

12 

499  1 

9 

5.7 

5.4 

1 1.7 

13 

1.61 

Borden 

1845.6 

-3 

7235.1 

-5 

43.1 

-58 

294.9 

-19 

2.3 

5.4 

15.2 

17 

2  00 

Campbell  Soup  (5) 

1547.2 

-3 

6157.0 

-2 

129.2 

23 

425.6 

NM 

8  4 

6  6 

23.7 

23 

1.68 

ConAgra  (7) 

5470.7 

-1 

20484  9 

15 

1  1 1.7 

17 

345.4 

25 

2.0 

17 

15.5 

21 

1.45 

CPC  International 

1546.0 

2 

6189.1 

7 

11 0.1 

9 

404.2 

8 

7.1 

6.7 

29.3 

15 

5.22 

Curtice-Burns  Food  (6) 

242.2 

-7 

906.2 

-4 

2.5 

-23 

2  2 

-56 

1.0 

1.2 

2,1 

60 

0.25 

Dean  Foods  (7) 

551.3 

-1 

2167.8 

1 

15.9 

-5 

72.7 

9 

2.9 

3.0 

16  3 

16 

1.79 

Dole  Food 

699.8 

4 

3216.0 

7 

29.1 

50 

133.7 

1 1 

4.2 

2.9 

13  1 

15 

2.24 

Flowers  Industries  (6) 

205,3 

5 

838  4 

1 

5.4 

15 

240 

-24 

2.7 

2.4 

1 1.7 

22 

0.71 

General  Mills  |7) 

1992.5 

8 

7485.9 

9 

128  3 

9 

492.6 

18 

6,4 

6.4 

38  0 

23 

2  98 

Gerber  Products  (9) 

298.2 

8 

1208,5 

3 

14.5 

-47 

106.4 

-6 

4  9 

9  9 

24.2 

24 

2.85 

Heinz  (H.  J.)  (8) 

1592.3 

-3 

6535  9 

4 

122.8 

-12 

662.2 

24 

7.7 

8.5 

29.1 

16 

2.48 

Hershey  Foods 

863.9 

13 

2899.2 

7 

74.9 

61 

219.5 

2 

8.7 

6.1 

16.4 

17 

2.43 

Hormel  (Geo.  A.)  (2) 

760.6 

-2 

2836.2 

6 

36  6 

1 

86  4 

12 

4,8 

4.7 

14  8 

17 

1.13 

Hudson  Foods  (3) 

213.4 

12 

788,5 

1 1 

0.1 

-91 

7.7 

-18 

00 

0.5 

5.8 

14 

0.54 

IBP 

2526.1 

-2 

10387  7 

2 

1  1.9 

0 

1,4 

-97 

0.5 

0.5 

0.3 

NM 

0.03 

Imperial  Holly  (9) 

186  7 

1 

71  1.4 

0 

-1.7 

NM 

1 1.6 

-39 

NM 

4.4 

8.3 

13 

1.14 

Interstate  Bakeries  (7) 

265  4 

2 

1 1  18.3 

0 

9,8 

NM 

5.1 

NM 

3  7 

0.3 

2.7 

NM 

-0.95 

International  Multifoods  (10) 

635,0 

10 

2271,5 

4 

15,3 

10 

39.0 

26 

2.4 

2.4 

1 1,6 

13 

2.00 

Kellogg 

1445,3 

6 

5786,6 

12 

1  18,2 

9 

606  0 

21 

8.2 

8.0 

28.9 

22 

2.51 

McCormick  ( 1 ) 

429  9 

8 

1427  9 

8 

300 

18 

809 

17 

7.0 

6.4 

20.8 

26 

0.98 

Pet  (6) 

540.5 

1 

1878.3 

-1 

41.6 

42 

99.6 

NM 

7.7 

5.5 

18.7 

23 

0.93 

Pilgrim's  Pride  (3) 

195.5 

5 

796,4 

7 

-4.2 

NM 

7.0 

-58 

NM 

0  6 

6.2 

22 

0.30 

Quaker  Oats  (6) 

1342  8 

4 

5569,5 

5 

44.7 

35 

256  6 

13 

3.3 

2.6 

30.0 

20 

3.32 

Ralston  Purina  (3) 

2029  2 

4 

7448  2 

4 

130,7 

-3 

387  3 

-3 

6  4 

6  9 

413 

17 

3.31 

Sara  Lee  (6) 

3599.7 

7 

12656  6 

4 

189,4 

14 

714,7 

43 

5,3 

5  0 

26  8 

18 

2.91 

Savannah  Foods  &  Industries 

294.1 

-7 

1  199.7 

-1 

9,3 

-27 

38.3 

-21 

3.2 

4.0 

17.4 

14 

1.43 

Smithfield  Foods  (8) 

259  7 

-2 

1071.0 

1  1 

5.0 

-4 

29.6 

101 

1.9 

2.0 

27.4 

9 

2.00 

Thorn  Apple  Valley  (7) 

190.3 

-6 

799.3 

5 

6  5 

20 

21.8 

392 

3.4 

2.7 

33  8 

6 

5.57 

Tyson  Foods  (3) 

956.7 

6 

3977  6 

4 

31.9 

10 

148.5 

18 

3.3 

3  2 

17.4 

16 

1.07 

Universal  Foods  (3) 

206.3 

4 

842  8 

4 

14  6 

2 

58,0 

15 

7.1 

7,3 

19  0 

15 

2.19 

Wrigley  (Wm.)  Jr. 

273  5 

7 

1  148.9 

3 

23  1 

15 

128,7 

10 

8.4 

7.9 

27.8 

22 

3.28 

(c)  FOOD  RETAILING 

GROUP  COMPOSITE 

35312.7 

0 

138953.0 

2 

135.2 

-65 

1183.2 

95 

0.4 

1.1 

18.7 

27 

0.91 

Albertson's  (11) 

2129  8 

5 

8595.1 

7 

59.5 

7 

250.7 

14 

2  8 

2  8 

21.5 

23 

1  88 

American  Stores  (11) 

4939.4 

-9 

21314.6 

-6 

28  9 

-6 

267.3 

79 

0.6 

0,6 

17  8 

9 

3  87 

Bruno's  (6) 

723,5 

1 

2657,5 

5 

17.9 

-3 

63  5 

-2 

2,5 

2.6 

15.4 

20 

0.78 

Casey's  General  Stores  (8) 

157  3* 

-1 

607  4 

12 

3  9 

28 

110 

37 

2,5 

19 

12.0 

16 

1  00 
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CORPORATE  SCOREBOARD 


lOMPANY  SALES   PROFITS 


MARGINS  RFURNON 

COMMON  12 


4TH 

CHANGE 

1 2 

CHANGE 

4TH 

CHANGE 

1 2 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONTHS 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

ENDING 

RATIO 

PER 

SMil 

SMIL 

% 

SMIL 

SMIL 

°° 

\ 

12-31 

2-21 

SHARE 

ircle  K  (8) 

735  4" 

-21 

3275.0 

-9 

3.7 

NM 

-265  6 

NM 

0  5 

NM 

NM 

NM 

-6.15 

airy  Mart  Convenience  Stores  (11) 

147.6* 

-8 

581.1 

0 

1.6 

7 

3.9 

-3 

1.1 

0.9 

10.0 

12 

0.71 

elchamps  (6) 

234  3 

-3 

933.2 

-4 

0.2 

-94 

10.3 

-27 

0.1 

1.3 

9.6 

15 

1.45 

ogle  Food  Centers  (11) 

271.0 

-1 

1 125.2 

-2 

2.0 

3 

-0.7 

NM 

0.7 

0.7 

-1.2 

NM 

-0.05 

3od  Lion 

2022.7 

13 

6438.5 

15 

60.8 

13 

205.2 

19 

3.0 

3.0 

24.8 

34 

0  64 

sodarama  Supermarkets  (2) 

175.7 

0 

695  3 

3 

-1.1 

NM 

-0.6 

NM 

NM 

NM 

-1.7 

NM 

-0  49 

iant  Food  (10) 

773.8 

2 

3396.8 

1 

14.2 

-43 

102.2 

-13 

1.8 

3.3 

16.9 

14 

1.73 

reot  Atlantic  &  Pacific  Tec  ( 1 0) 

2607.7 

0 

1 1624.0 

4 

3.9 

-88 

86.2 

-44 

0.2 

1.2 

6.8 

14 

2  26 

annaford  Brothers 

505.9" 

17 

2008.0 

19 

10.7 

24 

43.4 

3 

2.1 

2.0 

15.0 

25 

2.16 

igles  Markets  (3) 

259.5 

-1 

1041.7 

2 

1.5 

-36 

9.9 

2 

0.6 

09 

7  2 

13 

0.55 

roger 

5128.6 

3 

21350.5 

5 

41.1 

-39 

100.7 

21 

0.8 

1.4 

NM 

16 

1.12 

iarsh  Supermarkets  (9) 

267.9*" 

4 

1  125.8 

3 

0.5 

-86 

9.6 

-24 

0.2 

1.3 

1  1.0 

11 

1.23 

ational  Convenience  Stores  (6) 

2409 

-15 

1006.2 

-9 

-177.7 

NM 

-192.8 

NM 

NM 

0.2 

NM 

NM 

-9.14 

enn  Traffic  (11) 

683.4** 

1 

2769.1 

-4 

-3.0 

NM 

-9.5 

NM 

NM 

NM 

-37.4 

NM 

-1.49 

ser  Foods  (6) 

230.6 

-5 

998.0 

-4 

2.2 

-23 

9.1 

14 

0.9 

1.2 

21.0 

8 

1.11 

uddick  (3) 

388.8 

7 

1503.5 

5 

7.7 

36 

28.8 

20 

2.0 

1.6 

12.3 

14 

1.28 

□feway 

4661.8 

1 

151 19.2 

2 

-36.3 

NM 

79.0 

-9 

NM 

0.6 

300 

26 

0.69 

mith's  Food  &  Drug  Centers 

593.5 

12 

2217.4 

9 

1 1.6 

29 

45.1 

31 

2.0 

1.7 

9.5 

25 

1.65 

top  &  Shop  (11) 

1 1 17.0 

2 

5087.8 

4 

-0.4 

NM 

25.7 

NM 

NM 

NM 

26  6 

21 

0.77 

ipermorkets  General  Holding  (11) 

1425.2 

-4 

5942.7 

-5 

-13.1 

NM 

-24.5 

NM 

NM 

NM 

NM 

NA 

NA 

illage  Super  Market  (5) 

159.3 

4 

692.1 

2 

0.1 

-42 

1.8 

-50 

0.1 

0.2 

3.5 

12 

0.61 

ons 

1239.6 

-2 

5350.2 

0 

18.4 

4 

65.0 

31 

1.5 

1.4 

14.0 

17 

1.56 

'eis  Markets 

333.3 

2 

1294  3 

2 

22.5 

-10 

80.6 

-7 

6.8 

7  6 

12  6 

15 

1.81 

Hnn-Dixie  Stores  (6) 

3159.3 

3 

10203.0 

2 

53.8 

10 

177.9 

12 

1.7 

1.6 

20.3 

19 

2.31 

mi 


IDUSTRY  COMPOSITE  109735.8      -19    424262.5      -5       2485.9        -39      15161.1      -16        2.3       3.0        10.5  17  2.39 


ROUP  COMPOSITE 

1317.8 

2 

4803.3 

4 

-10.6 

NM 

61.4 

-64 

NM 

3.3 

4.4 

30 

0.66 

acco  Industries 

389.7 

-3 

1369.2 

-1 

10.2 

NM 

20.5 

-34 

2.6 

NM 

6.1 

23 

2.31 

erco 

290,6 

14 

919.6 

1 1 

54.5 

147 

83.1 

4 

18  8 

8.7 

13  7 

7 

2.12 

ttston 

496.5** 

0 

1946.1 

4 

-67.8 

NM 

-28.8 

NM 

NM 

4.0 

-9.1 

NM 

-0.77 

Westmoreland  Coal 

141.0 

4 

568.4 

3 

-7.4 

NM 

-13.4 

NM 

NM 

0.6 

-9.3 

NM 

-1.62 

L&GAS 

ROUP  COMPOSITE 

102562.7 

-20 

396557.2 

-5 

2164.2 

-42 

13894.3 

-17 

2.1 

2.9 

10.4 

17 

2.52 

merada  Hess 

1621.8** 

-33 

6416.3 

-9 

-51.6 

NM 

84.3 

-83 

NM 

9.7 

2.7 

39 

1.04 

moco 

6437.0 

-25 

25325.0 

-10 

200.0 

-63 

1220.0 

-36 

3.1 

6.3 

8.5 

19 

2.45 

shiand  Oil  (3) 

2361.3 

-4 

9201.3 

-1 

29.5 

NM 

185.2 

24 

1.2 

NM 

12  7 

10 

3.24 

tiantic  Richfield 

4827.0* 

-16 

18157.0 

-3 

268.0 

-53 

709.0 

-58 

5.6 

9.9 

10.5 

23 

4.39 

jrlington  Resources 

475.7 

-5 

1753.9 

-3 

48.5 

-7 

197.4 

-4 

10.2 

10.5 

6.8 

24 

1.48 

^levron 

10400.0*** 

-25 

40900.0 

-4 

39.0 

-94 

1293.0 

-40 

0.4 

4.6 

8.5 

16 

3  69 

sastal 

2593.9 

-12 

9548.8 

-1 

12.4 

-87 

96.3 

-57 

0.5 

3.2 

4.7 

26 

0.92 

amond  Shamrock 

637.3 

-23 

2575.9 

-5 

-2.3 

NM 

37.1 

-52 

NM 

0.9 

8.4 

17 

1.39 

ixon 

27526.0** 

-14 

104216.9 

-2 

1 120.0 

-28 

5600  0 

12 

4.1 

4.9 

16.7 

13 

4.45 

no 

859.1 

-28 

3336.4 

-16 

21.8 

14 

42.0 

-67 

2.5 

1.6 

3.7 

28 

2.71 

err^McGee 

872.1 

-22 

3274.1 

-1  1 

34  8 

170 

101.6 

-10 

4.0 

1.2 

6.8 

17 

2.10 

>uisiana  Land  &  Exploration 

220.6** 

-7 

825.3 

-6 

5.9 

-78 

20.9 

-62 

2.7 

1 1.4 

4.7 

37 

0.74 

opco 

732.7* 

-17 

2782.8 

-1 

31.1 

15 

125.9 

-3 

4.2 

3.1 

32.7 

15 

4.20 

axus  Energy 

205.3 

-4 

790.8 

15 

-3.4 

NM 

-1 1.2 

NM 

NM 

7.5 

NM 

NM 

-0.52 

itchell  Energy  &  Development  (11)    222  2 

2 

864.5 

16 

14.1 

-22 

48  8 

19 

6.3 

8.3 

7.8 

15 

1.05 

obil 

14799.0** 

-16 

56432.0 

-4 

401.0 

-39 

1921  0 

0 

2.7 

3.7 

11.4 

13 

4.65 

urphy  Oil 

413.7** 

-34 

1689.5 

-15 

26.1 

27 

-9.6 

NM 

6.3 

3.3 

-0.8 

NM 

-0.24 

ccidentol  Petroleum 

2609  0 

-25 

10096.0 

-12 

3.0 

NM 

379  0 

NM 

0.1 

NM 

8  5 

15 

1.25 

ryx  Energy 

370.0** 

-52 

1601.0 

-25 

-40.0 

NM 

19.0 

-92 

NM 

18.3 

1.0 

NM 

0.08 

;nnzoil 

662.5** 

-9 

2684.7 

-2 

4.4 

-71 

-42.0 

NM 

0  7 

2.1 

-3.4 

NM 

-1.05 

lillips  Petroleum 

3372,0** 

-24 

13259.0 

-5 

-177.0 

NM 

98.0 

-82 

NM 

5.3 

3.5 

58 

0.38 

uoker  State 

200.8 

-7 

813.6 

-7 

3.6 

-21 

15.5 

-21 

18 

2.1 

5.1 

25 

0.58 

jn 

2970.0**- 

-25 

1 1930.0 

-9 

-35.0 

NM 

-132.0 

NM 

NM 

0.8 

-4.7 

NM 

-1.25 

'soro  Petroleum  (3) 

240.6 

-28 

991  4 

-9 

-0.4 

NM 

-1.3 

NM 

NM 

1.5 

-7.8 

NM 

-0.74 

iXOCO 

9755.0** 

-25 

38322.0 

-8 

324.0 

-17 

1294.0 

-1  1 

3.3 

3.0 

14.0 

12 

4,61 

>SCO 

484  7 

-24 

1979.7 

-8 

33.5 

147 

75.4 

-39 

6  9 

2  1 

15,2 

12 

2.39 

nion  Texas  Petroleum  Holdings 

201.0" 

-54 

1080.0 

-19 

27.0 

-55 

279  5 

141 

13.4 

13.6 

37,7 

8 

2.35 

nocal 

2512.0" 

-20 

9845.0 

-10 

-16.0 

NM 

73  0 

-82 

NM 

1.2 

2.9 

70 

0.31 

nocal  Exploration 

214.1** 

-27 

877.6 

-4 

48.5 

-6 

146.8 

-10 

22.7 

17.7 

19.3 

17 

0  58 

SX-Marathon  Group 

3571  0 

-23 

13975.0 

-4 

-229  0 

NM 

-71.0 

NM 

NM 

4.7 

-2.4 

NM 

-0.31 

alero  Energy 

195.4 

-42 

101 1.8 

-13 

22.8 

-32 

98.7 

4 

1  1.7 

9.9 

13.4 

15 

2  28 

ETROLEUM  SERVICES 

ROUP  COMPOSITE 

5855.2 

-2 

22902.0 

6 

332.2 

-1 

1205.4 

3 

5.7 

5.6 

12.1 

20 

1.65 

ciker  Hughes  (3) 

602.5 

-12 

2747.0 

1 

24.6 

-32 

161.7 

6 

4.1 

5.3 

10.4 

16 

1.18 

aroid 

193.3 

9 

706.1 

18 

-15  6 

NM 

0.6 

-97 

NM 

4.3 

0  2 

NM 

0.01 

il  Industries 

419.7** 

2 

1614.9 

3 

18.2 

37 

61.1 

1 1 

4.3 

3.2 

10,2 

24 

1.54 

resser  industries  (2) 

1253.0 

-9 

4670.0 

4 

57.0 

-18 

139.8 

-20 

4.6 

5.1 

7,9 

20 

1.04 

alliburton 

1775.4** 

-4 

7018.8 

1 

-57.7 

NM 

26.6 

-87 

NM 

3.2 

1.2 

NM 

0.25 

chlumberger 

161 1.4 

10 

6145.2 

16 

305.7 

104 

815.7 

43 

19.0 

10.2 

22  9 

18 

3.42 
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COMPANY  SALES   PROFITS 


MARGINS       RETURN  ON 

COMMON  12 


4TH 

CHANGE 

12 

CHANGE 

m 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

ENDING 

RATIO 

PER 

SMIl. 

$Mll. 

SMIL 

% 

SMIl. 

% 

12-31 

2-21 

SHARE 

12  HEALTH  CARE 

INDUSTRY  COMPOSITE 

45304.1 

12 

172289.7 

13 

3407.3 

-3 

15843.8 

22 

7.5 

8.6 

25.6 

23 

2.56 

(a|  DRUG  DISTRIBUTION 

vROUr  CoMrwSITE 

11354.1 

16 

43301.2 

13 

131.1 

18 

666.8 

16 

1.2 

1.1 

13.7 

22 

1.33 

Aico  Health  Services  (3) 

798.1 

20 

2961.9 

15 

-1.8 

NM 

-13.6 

NM 

NM 

NM 

-72.8 

NA 

NA 

Bergen  Brunswig  (4) 

1304.6** 

10 

4960.5 

9 

8.9 

-48 

56.1 

-13 

0.7 

14 

13.9 

14 

1.33 

^nrninnl  Dicf riniitinn  f Ql 

453  4 

44 

1 505  6 

39 

6  5 

45 

22  5 

43 

1  4 

1  4 

oz 
zo 

Drug  Emporium  (10) 

177.8 

16 

723.9 

25 

0.6 

-54 

0.1 

NM 

0.4 

0.9 

0.1 

NM 

0.01 

Durr-Fillauer  Medical 

255.2 

20 

950.5 

17 

4  4 

-13 

18.4 

8 

1 .7 

2.3 

1 3.3 

15 

1 .45 

Eckerd  (Jack)  (11) 

823.2 

5 

3523.4 

4 

-15.6 

NM 

-10.6 

NM 

NM 

NM 

NM 

NA 

NA 

Fay's  (11) 

212.6 

28 

787.8 

22 

1.1 

-59 

9.2 

-15 

0.5 

1 .5 

1  1 .5 

1 8 

0.59 

FoxMeyer  (9) 

788.1 

7 

3015  1 

9 

7.4 

41 

23.0 

NA 

0.9 

0.7 

4.6 

16 

0.86 

Longs  Drug  Stores  (11) 

571 .3 

3 

2398  3 

6 

1 1 .5 

-4 

57.0 

-7 

2.0 

2.1 

14.0 

1 3 

2.80 

McKesson  (9) 

2743  7** 

25 

9710.7 

16 

18.9 

-31 

97.6 

1 

0.7 

1.2 

14.7 

1 5 

2.25 

Medco  Containment  Services  (6) 

422.5 

35 

1550.8 

33 

26.6 

1  19 

84.5 

107 

6.3 

3.9 

16.2 

56 

0.58 

P^rrw  f^rim  Qfnr^c  f')\ 

1 65  1 

7 

640  8 

] 

1  9 

6  1 

110 

1  ] 

1 . 1 

NM 

1  0  ^ 
1  z.D 

1  7 
1  / 

n  f^Q 

Rite  Aid  (10) 

929.8 

8 

3670.5 

9 

25.3 

17 

1 18.3 

15 

2.7 

2.5 

1 2.9 

15 

1.39 

Walgreen  (4j 

1708  7 

1 1 

6901.3 

1 1 

35.4 

10 

198.3 

1 1 

2.1 

2.1 

1 8.0 

22 

1.61  ' 

|b)  DRUGS  &  RESEARCH 

GROUP  COMPOSITE 

16747.8 

9 

62940.9 

11 

3317.4 

-7 

10417.8 

13 

13.2 

15.6 

30.9 

23 

3.15 

Allergan 

227.5 

6 

839.3 

6 

25.7 

15 

-61.4 

NM 

11.3 

10.4 

-13.8 

NM 

-0.92 

American  Home  Products 

1819  8 

13 

7079.4 

5 

372.6 

14 

1375.3 

12 

20.5 

20.3 

44.4 

17 

4.36 

Amgen 

210.0 

130 

682  0 

128 

60.0 

NM 

97.9 

NM 

28.5 

NM 

18.4 

94 

0,67 

Dl  191  Wl  ITI  TCI  3  i^UUIUW 

2937  2 

7 

111592 

3 

510  0 

20 

2056  0 

1 8 

17  4 

1 5  6 

36  1 

on 
zu 

0  0*^ 

j.yj 

warier 'Wallace  \y] 

1 57  9 

Q 

666  3 

1 1  ft 

1  0.0 

J 

40,0 

—  \  A 
1  4 

ft  7 

o./ 

ft  ^ 

o.O 

1  1  o 

1  1  .z 

07 

Ol 

0  OO 

z.yy 

Lilly  (Eli) 

1572.6 

9 

5725.7 

10 

311.1 

22 

1314.7 

17 

19.8 

17.7 

27.0 

16 

4.50 

Marion  Merrell  Dow 

773.0 

23 

2851 .0 

16 

129  0 

15 

585.0 

20 

16.7 

17.8 

41 .7 

17 

2  08 

Merck 

2313.9 

10 

8602.7 

12 

529.8 

20 

2121.7 

1 9 

22.9 

21.1 

45.6 

27 

5.49 

Pfizer 

1  oO\J.i 

o  vou.u 

u.y 

NM 

TOO  1 

—  in 
1  u 

n  n 

Q  7 
O./ 

1  <l  o 
1  4.Z 

0  A 

o4 

2.13 

Rhone-Poulenc  Rorer 

1  !  10.0 

1 

3824.3 

31 

124.6 

-23 

326.5 

NM 

1  1 .2 

14.8 

36.9 

26 

2.37  j 

Schering-Plough 

865  6 

8 

3615.6 

9 

149  0 

1 4 

645.6 

1  4 

17.2 

16.3 

34.9 

1 9 

3.01  ; 

Sigma-Aldrich 

144.5 

8 

589  4 

1 1 

19,4 

14 

79  8 

1 2 

13.4 

1 2.7 

19.2 

30 

1 .60 

synreA  \0] 

1  0 

1  z 

1  Q 

6 

>t  on  o 

1  o 
1  y 

OA  Ci 
ZO.U 

07  K 
z/  .0 

OO  A 

jy.4 

O  A 
z4 

1  OO 

1  .yz 

Upjohn 

920.2 

14 

3426.3 

1 3 

1 36.4 

18 

537.4 

17 

14.8 

1 4.4 

31.4 

14 

2.96 

Warner*Lambert 

1337.0 

7 

5058.9 

8 

-297.1 

NM 

140.8 

-71 

NM 

8.5 

8.7 

65 

1 .05 

(c)  HEALTH  CARE  SERVICES 

GROUP  COMPOSITE 

7335.4 

14 

27806.7 

13 

161.8 

3 

904.9 

111 

2.2 

2.5 

15.3 

20 

0.97 

Americon  Medical  Holdings  (4) 

538  6 

-15 

2452.1 

-2 

2.0 

NM 

3.7 

NM 

0.4 

NM 

0.7 

NM 

0.04 

Beverly  Enterprises 

610.2 

1 1 

23009 

9 

7.0 

112 

29.2 

125 

1.1 

0.6 

5.5 

24 

0.37 

Charter  Medical  (3) 

313.2 

10 

1216.8 

-2 

-35.9 

NM 

-1  19.5 

NM 

NM 

NM 

NM 

NA 

-5.70 

\*oiiiiriciiiui  intfuiQai  jy aidiis  ^oj 

1 56  0 

59 

49 1  0 

65 

6  7 

58 

22  6 

64 

4  3 

4  3 

1 0  8 

29 

0  73 

FMP  tnfornnfi/\n/il  {A\ 

rrir  inicrnuTionui  |oj 

0/  J.  1 

9n 
zu 

4.  1 

00  0 

0 

1  1 

1 . 1 

0  7 
z./ 

1  1  7 

1  1  ,/ 

1  A 
\  4 

1  .UO 

Foundation  Health  (6) 

275.1 

8 

1023.7 

7 

10.8 

66 

35.6 

121 

3.9 

2.5 

37.2 

19 

1.69 

Healthtrust  (4) 

558.1 

16 

2103.6 

12 

22  0 

386 

24.1 

NM 

4.0 

0.9 

NA 

NM 

-0  90 

Hillhaven  [7) 

332.4 

1 1 

1284.1 

1 1 

-87.4 

NM 

-85.7 

NM 

NM 

0.0 

-65.5 

NM 

-0.83 

Humana  (4) 

1  0O4.U 

1  Q 
1  O 

OUT  y.u 

/o.yj 

1 

0  i:z  n 

1  1 

A  O 

O.O 

1  7  Z 
1  /.O 

1  o 
1  z 

o  o 
z.zO 

Manor  Care  (7) 

226.1 

1  1 

867.7 

15 

12.3 

33 

37.2 

24 

5.4 

4,5 

13.9 

24 

0.98 

National  Medical  Enterprises  (7) 

1023  2 

8 

3972.7 

6 

70.6 

5 

292.3 

13 

6.9 

7.1 

16.4 

9 

1.75 

PacifiCare  Health  Systems  (3) 

360.1 

29 

1323.2 

26 

6.6 

164 

29.8 

73 

1.8 

0.9 

29.9 

21 

2.56 

U  ^  Hf^althfarp 

459  0** 

32 

1 708  5 

28 

43  3 

32 

151  1 

95 

9  4 

9  4 

45  8 

24 

2  09 

United  Healthcare 

260  3** 

54 

847.1 

40 

21.3 

107 

74.8 

121 

8.2 

6.1 

26.4 

33 

2.40 

Universal  Health  Services 

174.1 

1 

686  1 

3 

2  3 

107 

20.3 

75 

1.3 

0.6 

112 

10 

1.45 

{d)  InBUICAL  rKODUCiS 

GROUP  COMPOSITE 

9976.7 

12 

38241.0 

11 

896.8 

7 

3854.3 

39 

9.0 

9.4 

21.9 

24 

2.72 

Abbott  Laboratories 

1886  3 

10 

6876  6 

12 

314,7 

13 

1088  7 

13 

16.7 

16.4 

36.2 

24 

2.55 

Bard  (C.  R.) 

225.6 

15 

876  0 

12 

15.1 

44 

57.2 

42 

6.7 

5.3 

16.4 

26 

1.08 

Bausch  &  Lomb 

386  9 

12 

1520.1 

1 1 

-18,3 

NM 

85.9 

-35 

NM 

1 1.4 

9.9 

36 

1.42 

Baxter  International 

2390.0 

10 

8921.0 

10 

184,0 

3 

591.0 

NM 

7.7 

8.2 

14.4 

17 

2  03 

Becton,  Dickinson  (3) 

501.0 

4 

2190.9 

6 

21.8 

-26 

182.1 

-1 

4.3 

6.1 

13.7 

15 

4.66 

Imcero  Group  (6) 

420.2 

6 

1663.5 

8 

25.9 

35 

1 14.6 

45 

6.2 

4.8 

10.2 

23 

1.51  : 

Johnson  &  Johnson 

3148.0 

13 

12447  0 

1  1 

274.0 

18 

1461.0 

28 

8.7 

8.3 

27.3 

23 

4.39 

Medtronic  (8) 

279.0 

10 

1077.3 

14 

38.5 

34 

149.1 

24 

13.8 

1 1.3 

20.1 

32 

2.50 

Owens  &  Minor 

352.4 

1 1 

1320  4 

8 

3.5 

25 

12,0 

37 

1.0 

0.9 

12.8 

21 

0.92 

U.  S.  Surgical 

242  7 

57 

843  6 

64 

28.6 

96 

91.2 

98 

1 1.8 

9.5 

27.6 

68 

1.58 

Westmark  International 

144  6 

19 

504.7 

4 

8  9 

140 

21.4 

31 

6  2 

3.0 

6.8 

28 

2.09 

13  HOUSING  &  REAL  ESTATE 

INDUSTRY  COMPOSITE 

7479.5 

-3 

29430.7 

-5 

-448.1 

NM 

-111.8 

NM 

NM 

0.9 

-2.4 

NM 

-0.20 

(a|  BUILDING  MATERIALS 

GROUP  COMPOSITE 

4781.3 

-2 

19387.5 

-4 

-509.0 

NM 

-336.7 

NM 

NM 

1.5 

-6.8 

NM 

-0.54  1 

Lafarge 

380.6 

-12 

1568.8 

-1 1 

-19.4 

NM 

-50.4 

NM 

NM 

1.2 

-5.8 

NM 

-0.90  1 

Owens-Corning  Fiberglas 

687.0 

-9 

2783.0 

-9 

-529.0 

NM 

-515.0 

NM 

NM 

NM 

NM 

NM 

-12.17 

PPG  Industries 

1424.5 

-5 

5672.6 

-6 

31.5 

-69 

201.4 

-58 

2  2 

6.8 

7.6 

31 

1.90 
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Satellite  Map  Source:  National  Air  Survey  Center,  Corp. 


From  Mendocino  to  Montauk. . . 


Franklin  offers  a  tax-free  fund  that  can  help  you 
<;eep  more  of  your  investment  income  no  matter 
*vhere  you  live. 

By  investing  in  a  Franklin  tax-free  fund  you  can 
"eceive  monthly  income  dividends  free  from  fed- 
eral and,  in  many  cases,  state  personal  income 
:axes.t 


Franklin  is  a  leader  in  tax-free  investing.  The 
Franklin  Group  of  Funds  manages  32  tax-free 
Funds,  including  25  double  tax-free  funds. 

Although  Hawaii  and  Alaska  are  not  shown  on 
Ihe  satellite  map  above,  residents  of  these  states 
:an  also  earn  tax-free  incom.e  dividends  through 
a  Franklin  fund. 


fFor  investors  subject  to  the  federal  alternative  minimum  tax, 
1  small  portion  of  the  income  may  be  subject  to  such  tax. 
Investment  return  and  principal  value  will  fluctuate  with 
market  conditions. 


Call  your  investment  advisor  or  Franklin  today 
for  a  free  brochure. 

1-800-342-FUND  Ext,  673 


j  Franklin  Distributors,  Inc. 
I  777  Mariners  Island  Blvd. 
I    San  Mateo,  CA  94404-1585 


BWK92 
673 


Yes!  I  would  like  a  free  prospectus  containing  more  complete 
information  on  the  Franklin  tax-free  funds,  including  charges 
and  expenses.  I  will  read  it  carefully  before  I  invest  or  send 
money. 

□  Tax-Free  Municipal  Bond  Funds 
Your  state  

□  I  am  currently  a  Franklin  shareholder. 


City/ State/ Zip . 


Daytime  Phone . 


F  n  A  Nl  K<  1 1  Nl 

Member  $57  Billion  Franklin  Group  of  Funds® 


.J 


COMPANY 


SALES 


PROFITS 


MARGINS 

;c  ••'  vcs 

12 

ath 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

PRICE 

Q'JARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MOMTHS 

FROM 

QUaSTES 

QUART:.? 

i  I  MONTnS 

EARNINGS 

EARNING 

■991 

1990 

1991 

1990 

1991 

1990 

I99I 

1990 

1991 

1990 

ENDING 

RATIO 

PER 

;  MIL 

S  M!L 

S  MIL 

S  MIL 

% 

12.31 

2-21 

SHARE 

Sherwin-Willioms 

7 

7 

2541.4 

12 

22  6 

8 

128.2 

5 

4.1 

4.1 

15.1 

19 

1.45 

Tecumseh  Products 

i7S  i 

2 

1  197  2 

-9 

10.8 

468 

42,5 

199 

3.9 

0.7 

6.1 

15 

7.77 

TcxQS  Industries  (7) 

153  2 " 

_  ] 

619  7 

^3 

2  6 

4  3 

—77 

\  .7 

NM 

1  c 

1  .J 

55 

0.39 

USG 

417.0 

-8 

1712.0 

-1 1 

-43.0 

NM 

-141.0 

NM 

NM 

NM 

NM 

NM 

-2.53 

Vatspar  '2) 

170.9 

1 6 

632.6 

1 1 

9.7 

42 

27.7 

4 

5.7 

4.6 

1 8.7 

27 

2  53 

Vulcon  Materials 

254.8 

-6 

1007.5 

-9 

-1 .3 

NM 

52  6 

-56 

NM 

7.3 

7.7 

28 

1  38 

York  International 

460  9 

29 

1 652.7 

1  4 

6.5 

NM 

1 3.0 

219 

1 .4 

NM 

929.7 

61 

0  56 

(b)  CONSTRUCTION  &  REAL  ESTATE 

CROUP  COMPOSITE 

3698.2 

-4 

10033.3 

-8 

60.8 

NM 

134.9 

-5 

2.3 

NM 

8.1 

39 

0.83 

Centex  (9) 

546  9" 

-3 

2155  2 

-6 

10.2 

22 

29  4 

-47 

1.9 

1.5 

5  9 

28 

1.90 

Kaufman  &  Broad  Home  (1| 

317.8 

-15 

1221.0 

-1  1 

13.3 

317 

26,5 

-34 

4.2 

0.8 

1 1.0 

27 

0.80 

Perini 

282.2 

3 

982.9 

-3 

1.0 

NM 

3.2 

NM 

0.4 

NM 

0.8 

50 

0.27 

PHM 

353.9" 

1  1 

1213.8 

5 

20.9 

458 

42.6 

43 

5.9 

1.2 

12.7 

17 

1.71 

Rouse 

158.2" 

1 

573.5 

8 

14.9 

613 

2.4 

NM 

9.4 

1,3 

NM 

NM 

0.05 

Ryland  Group 

343  8 

2 

1214.3 

-8 

1.7 

-56 

9.5 

-57 

0.5 

1,2 

3.1 

52 

0.53 

Turner 

695.4" 

-1  1 

2672.5 

-18 

-11 

NM 

1 1.3 

NM 

NM 

NM 

20.5 

5 

2.06 

14  LEISURE  TIME  INDUSTRIES 

INDUSTRY  COMPOSITE 

31313.0 

7 

762S4.4 

5 

542.2 

-45 

3586.8 

-5 

2.5 

5.0 

11.9 

35 

1.57 

[q]  eating  places 

GROUP  COMPOSITE 

3891.1 

3 

15058.0 

3 

237.8 

13 

950.6 

11 

6.1 

5.6 

18.3 

31 

1.41 

DUE 

DOD  cvans  Forms  (8} 

1  0 

1  A 
1  O 

o  ^ 
/O 

A  Q 

o.y 

1  4.  1 

0  A 

-■  - 
1.16 

Foodrnoker  (3) 

"iAA  0** 

ooo.y 

•J 

^  1  X 

0  1  o 

04 

r\  7 

yj./ 

A  1 
U.  1 

O.y 

NA 

NA 

McDonald's 

1 729-8 

2 

6695.0 

] 

200.4 

8 

859,6 

7 

1  1 .6 

10.9 

19.6 

1 8 

2.35 

Morrison  (7) 

260.1" 

6 

999.4 

7 

8-9 

20 

28.9 

42 

3.4 

3.0 

15.0 

20 

1.76 

anoney  s  (Z) 

233  9 

7 

yy^.4 

7 

O  '3 

y.o 

Jo 

38.0 

29 

4.0 

3.1 

NM 

28 

0.94 

1  w  noioings 

flO  1  A 
or  1  .U 

r\ 
U 

Jo  \  /  .y 

4.  J 

NM 

o/.o 

NM 

NM 

NM 

— 0*3  1 
00.  1 

NM 

—0.6 1 

^Vendy's  Internotionol 

267  1 

8 

1 048.3 

5 

10,9 

40 

5 1 .7 

34 

4. 1 

3.1 

1 0.9 

25 

0.52 

(b|  ENTERTAINMENT 

GROUP  COMPOSITE 

3710.4 

17 

13433.3 

8 

359.9 

5 

991.3 

-30 

9.7 

10.7 

11.6 

29 

2.11 

Blockbuster  Entertainment 

251.4 

40 

868  0 

37 

29  0 

37 

93.7 

36 

1 1.5 

1 1.8 

21.3 

23 

0.56 

Commfron  (4) 

151.7" 

-1 

526.9 

-1 

2  9 

-9 

7.4 

-20 

1.9 

2.1 

10.0 

10 

0.72 

Disney  (Walt)  (3) 

1936.6 

30 

6626  6 

10 

208,1 

22 

674.3 

-18 

10.7 

1 1.4 

17.4 

30 

5.06 

mnq  vvoriu  rrouuviiona 

204  4 

\  7 

505  3 

1 0 

36  6 

\ 

93  6 

3 

1 7  9 

20  7 

33  5 

]  ] 

2  38 

Paramount  Communications  {2) 

1  166.3 

-1 

3895  4 

1 

83,3 

-25 

122.2 

-53 

7.1 

9.4 

3.1 

43 

1.03 

(c|  HOTEL  &  MOTEL 

GROUP  COMPOSITE 

3708.3 

5 

13175.4 

8 

108.0 

NM 

353.8 

33 

3.9 

NM 

14.6 

23 

1.36 

Caesars  World  [5} 

233. 1 

-1 

905.8 

3 

22.9 

63 

58.5 

76 

9.8 

6.0 

1 7.3 

1 5 

2.45 

Circus  Circus  Enterprises  ( 1  ] ) 

21  1 .4 

3 

794.8 

25 

29  3 

1 3 

99,0 

34 

1 3.9 

1 2.6 

32.4 

25 

1 .78 

niiion  noicis 

283  5** 

-13 

1112  7 

_  ] 

29  6 

g 

84  3 

-25 

10  4 

8  4 

9  0 

25 

1  76 

Marriott 

2729.0 

7 

8331,0 

9 

27  0 

NM 

82  0 

74 

1.0 

NM 

18.0 

22 

0.80 

Promus 

251.2 

5 

1031  1 

3 

-0.8 

NM 

30,0 

29 

NM 

NM 

7.9 

28 

1.00 

(d)  OTHER  LEISURE 

GROUP  COMPOSITE 

10003.3 

6 

36598.9 

4 

-163.4 

NM 

1391.3 

-8 

NM 

4.7 

9.3 

25 

1.46 

American  Greetings  (10) 

466.5 

10 

1512.8 

10 

40,8 

17 

92.7 

17 

8.7 

8.2 

11.1 

14 

2.76 

Brunswick 

523.5 

-2 

2088.3 

-16 

-13,7 

NM 

-23.7 

NM 

NM 

NM 

-3.0 

NM 

-0.27  1 

Carnival  Cruise  Lines  (1) 

305.6 

13 

1404.7 

12 

38  7 

1  1 

253,8 

8 

12.7 

12.9 

19.5 

18 

1  85  1 

Eastman  Kodak 

5082  0 

-1 

19419.0 

3 

-400,0 

NM 

17,0 

-98 

NM 

6.3 

0.3 

NM 

005 

It 

Fisher-Price  (6) 

185.0 

0 

637  6 

4 

4,0 

NM 

17,3 

NM 

2.2 

NM 

7.8 

NA 

NA  1 

Fleetwood  Enterprises  (8) 

391.5 

12 

1452  2 

-4 

9,1 

37 

34,1 

-22 

2.3 

1.9 

7.5 

27 

1  52  1 

Gibson  Greetings 

201.8 

-3 

524,3 

2 

22,9 

21 

41,9 

5 

1 1.3 

9  1 

15.0 

1  1 

2.61  1 

Harley-Davidson 

237.7 

22 

939.9 

9 

7,2 

145 

37,0 

-3 

3.0 

1.5 

16.1 

26 

2.08  1 

Harmon  International  Industries 

(6)  163.3 

-2 

587,3 

-1 

1,5 

755 

-20,8 

NM 

0.9 

0.1 

-25.1 

NM 

-2.37  I 

Hasbro 

761  2 

54 

21411 

41 

44,8 

61 

81,7 

-8 

5.9 

5.7 

9.2 

26 

1.41  1 

Huffy 

161.6 

33 

678  9 

31 

3.8 

278 

19,8 

10 

2.4 

0.8 

16.3 

16 

1.52 

Mattel 

513.6 

20 

1621  7 

10 

29.3 

100 

1  18,1 

29 

5.7 

3.4 

26.9 

18 

1.85 

Outboard  Marine  (3) 

193.2 

-6 

971,7 

-13 

-17.8 

NM 

-80,5 

NM 

NM 

NM 

-18.2 

NM 

-4.15 

Polaroid 

633  4 

6 

20706 

5 

58  5 

6 

683  7 

353 

9.2 

9  2 

81.2 

2 

12.54 

Tyco  Toys 

183.4 

55 

548  7 

19 

75 

NM 

19  2 

472 

4.1 

NM 

17.4 

17 

2.28 

15  MANUFACTURING 

INDUSTRY  COMPOSITE 

37916.1 

-3 

108339.4 

-3 

360.3 

-59 

3633.6 

-39 

1.3 

3.0 

7.0 

32 

1.31 

(a)  GENERAL  MANUFACTURING 

GROUP  COMPOSITE 

10454.5 

-3 

40573.1 

1 

506.5 

-17 

3343.1 

-10 

4.8 

5.7 

13.6 

23 

2.07 

Alliant  Techsystems  (9) 

252  4 

-46 

1047,1 

-16 

8,0 

-53 

33,2 

36 

3.2 

3,6 

27.2 

7 

3.34 

Avery  Dennison 

649.4 

-3 

2545,1 

-2 

17,7 

NM 

63.0 

968 

2  7 

NM 

7.6 

26 

1.02 

Blount  (10) 

169,7 

-8 

604  4 

-12 

1.7 

-43 

-4,4 

NM 

1.0 

1.6 

-2  9 

NM 

-0.36 

Corning  T 

826.3 

7 

3259  2 

1  1 

85.6 

19 

31  1,2 

8 

10.4 

9.3 

15.3 

20 

1  66 

Crone 

315.4 

-5 

1302,5 

-9 

10.8 

-33 

45,0 

-28 

3.4 

4.8 

13.6 

19 

1.42 

Duracell  International  (6) 

588  5 

5 

1589  4 

10 

99.1 

62 

1 13.6 

474 

16  8 

1 1.0 

11. 6 

36 

0.86 

Exide  (9) 

158.7 

-26 

626,7 

-16 

2.4 

-19 

-7.8 

NM 

1.5 

1.4 

NM 

NA 

NM 

First  Brands  (6) 

243.0 

-4 

997.1 

-5 

1 1.3 

-31 

38.6 

-8 

4  7 

6  4 

15.0 

15 

1.77 
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Footnotes  on  page  67 


CORPORATE  SCOREBOAR 


uestions  to  ask  yourself  about  business  insurance: 


1^ 


CNA  says  both! 

At  the  CNA  Insurance  Companies,  we  share  your 
concern  about  the  impact  of  rising  premiums  on  your 
profits.  Thafs  why  we  work  in  many  areas  to  contain 
costs.  Medical  costs  are  an  important  reason  for 
skyrocketing  group  health,  worker^  compensation  and 
auto  premiums. 

We  pre-screen  health  care  providers  to  assure  you  of 
high-quality,  cost-effective  care.  And  we're  actively  inMoh/ed 
with  severe  catastrophic  cases  to  assure  the  fullest  fastest 
recovery  possible. 

In  one  year  alone,  CNAs  medical  cost  containment  • 
program  saved  over  $90  million  for  our  policyholders. 
This  was  reflected  in  improved  loss  experience  and  more 
affordable  premiums  for  the  businesses  we  insure. 

Ask  your  independent  agent 
or  broker  about  CNA- 

CNA  provides  property  casualty  life  health  and 
emplo\'ee  benefits  insurance.  Indepndent  agents  who 
represent  CNA  are  listed  in  the  Yellow  Pages. 

INSURANCE  FROM 

For  Ml  the  Commitments  You  Make^ 

CNA  Insurance  Companies/CNA  Raza/Chicago,  IL  60685 


MARGINS 

RETURN  ON 

COMMON 

U 

4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNING! 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

ENDING 

RATIO 

PER 

Smii 

% 

SMII 

% 

.  SMIL. 

% 

SMIL 

% 

% 

% 

12-31 

221 

SHARE 

\jrQQi  AincncQn  A^Qno^cmGnt  (o) 

342  5 

~4 

1 266  5 

Q 

1  4 

-A  A 

O.  / 

-  >(  o 
4Z 

0.4 

0.7 

1 .9 

48 

0.56 

Harsco 

586  3 

16 

1943  1 

10 

27.3 

40 

76.5 

6 

4.7 

3.8 

16  5 

13 

2.91 

Hillenbrand  Industries  (1) 

331.2 

14 

1 198.9 

8 

25.9 

34 

89.2 

18 

7.8 

6.7 

18.2 

32 

2.45 

Illinois  Tool  Works 

704  2 

4 

2639  7 

4 

47.1 

3 

180.6 

-1 

6.7 

6.8 

14.9 

20 

3.25 

Jostens  (6) 

232  6 

5 

871.5 

6 

15.4 

6 

65,1 

5 

6.6 

6.5 

21.7 

22 

1.60 

Lancaster  Colony  (6) 

146.6 

9 

516.5 

2 

7.8 

34 

25  1 

56 

5.3 

4.4 

17.3 

19 

2.19 

Mark  IV  Industries  (10) 

289.1 

27 

1  123.3 

29 

8.6 

41 

28.5 

14 

3.0 

2.7 

8.8 

13 

1.70 

Minnesota  Mining  &  Mfg. 

3224.0 

-2 

13340.0 

2 

259.0 

-12 

!  154.0 

-12 

8.0 

9.0 

18.3 

18 

5.26 

Parker  Hannifin  (6j 

571.5 

-7 

2353.6 

-7 

13.2 

-31 

45.8 

-57 

2.3 

3.1 

4.8 

36 

0.96 

Rubbermaid  T 

409.7 

7 

1667.3 

9 

38.6 

17 

162.7 

13 

9.4 

8.6 

18.4 

32 

1.02 

Trinovo 

413.6 

-17 

1681.2 

-14 

-174.5 

NM 

-184.1 

NM 

NM 

0.9 

-49.1 

NM 

-6.52 

COMPANY 


SALES 


PROFITS 


(b|  MACHINE  &  HANDTOOLS 


GROUP  COMPOSITE 

2962.9 

-2 

10935.8 

-5 

46.0 

46 

38.9 

-89 

1.6 

1.0 

1.2 

NM 

0.17 

DiacK  w  i^ecKer 

1  J40.0 

_^ 

1  1  0 

"i  TO 
J  /  Z 

OJ  .u 

4 

O  A 
Z.4 

f\  ^ 
\>.j 

6.2 

32 

0.81 

Cincinnati  Milacron 

201  9 

-6 

754.0 

-6 

4.0 

NM 

-83.1 

NM 

2.0 

NM 

-34.5 

NM 

-3.04 

Clark  Equipment 

294.2 

-20 

1 190.2 

-18 

-32.9 

NM 

-93.3 

NM 

NM 

1.4 

-39.3 

NM 

-5  40 

Danaher 

223.7" 

-1 

837.4 

-1 

0.9 

-48 

13.3 

-63 

0.4 

0.8 

4.2 

49 

0.47 

Snap-on  Tools 

217.8** 

-3 

881.6 

-5 

18  8 

9 

73.2 

-27 

8.6 

7.7 

1 1.2 

21 

1.75 

SPX 

167.2 

3 

673.5 

-5 

-19 

NM 

-19.4 

NM 

NM 

NM 

-10.3 

NM 

-1.40 

Stanley  Works 

512.5 

2 

1962.2 

-I 

25.2 

-2 

95.1 

-1  1 

4.9 

5.1 

13.5 

20 

2.31 

(c)  SPECIAL  MACHINERY 

GROUP  COMPOSITE 

10813.7 

-7 

42804.6 

-5 

-231.9 

NM 

333.5 

-79 

NM 

2.3 

2.1 

82 

0.53 

Appiieci  /viarcriais  [/] 

1  OU.O 

1  A 

oJo.o 

1  T 

O.J 

111 
1  1  1 

OX  O 
ZO.Z 

z  J 

0  o 

j.y 

0  1 
Z.  1 

Q  1 

JU 

1 .52 

Drig^S  A  STraTTOn  \0) 

ox/, 
zoo.  J 

9 

971  4 

J 

1  Q  1 

AO 
Oz 

a  J  .y 

X  Q 
O.o 

4.6 

1  O 

1  O.z 

1  7 

j.Uo 

Caterpillar 

2458.0 

-1  1 

101 82  0 

-1  1 

-318.0 

NM 

-404.0 

NM 

NM 

0.4 

-9.2 

NM 

-4.00 

Deere  (2} 

1902  4** 

-8 

7055.2 

-10 

-81.5 

NM 

-20.2 

NM 

NM 

3.6 

-07 

NM 

-0.27 

-  

Dover 

DO  I  .z. 

O  1  O  ^  P 

_  1 
1 

0 

jv.y 

—  1  ^ 

1  oo  o 
1  ZO.Z 

—  1  Q 
1  C 

^  A 

O.O 

X  A 

0.4 

10.0 

1  o 

1  y 

0  1  c 
z.  1  0 

FMC 

1007.9 

3 

3899.4 

5 

30.2 

12 

173.1 

1  1 

3,0 

2  8 

69.4 

10 

4.77 

General  Signal 

414.0 

-1 

1615,8 

-5 

18.6 

NM 

64.0 

NM 

4.5 

NM 

13.4 

17 

3.32 

Harnischfeger  Industries  (2) 

393  5 

-19 

1603.5 

-10 

18.6 

-10 

64.6 

-8 

4.7 

4.3 

10  9 

10 

2.08 

Ingersoll-Rand 

933.9 

-3 

3586.2 

-4 

54.7 

20 

150.6 

-19 

5.9 

4.7 

9  6 

22 

2.91 

Interloke 

178.8 

-4 

714.7 

-9 

-4  7 

NM 

-13.7 

NM 

NM 

NM 

NM 

NM 

-1.31 

Joy  Technologies  |10) 

159.7 

-6 

629.4 

0 

2.8 

-61 

14.1 

24 

1.8 

4.2 

1.3 

NM 

0.06 

Pentoir 

295.6 

I 

1  169.1 

-1 

13.7 

26 

41.1 

25 

4.6 

3.7 

15.1 

14 

3.30 

Stewart  &  Stevenson  Services  (11) 

186.6 

8 

669.3 

0 

9  3 

15 

32.1 

3 

5.0 

4.7 

15  7 

25 

2.14 

Timken 

388.1 

-1 1 

1647.4 

-3 

-36.2 

NM 

-35.7 

NM 

NM 

0.5 

-3,4 

NM 

-1.21 

Tyco  Laboratories  (6) 

758.4 

-5 

3076.6 

20 

23.1 

-19 

98.3 

-14 

3.0 

3.6 

10.3 

18 

2.12 

Varity  (11) 

758,6 

-19 

3150.2 

-10 

-17.8 

NM 

-29.1 

NM 

NM 

2.4 

-12.4 

NM 

-1.87 

(d)  TEXTILES 

GROUP  COMPOSITE 

3684.9 

2 

13926.0 

-1 

39.8 

NM 

18.2 

NM 

1.1 

NM 

0.4 

34 

0.77 

Albany  International 

144,6*' 

-7 

557.2 

0 

3.1 

NM 

10.3 

35 

2.2 

0.1 

4.2 

48 

0.41 

Amoskeag 

350.3** 

1 

1244,4 

-2 

1.0 

NM 

1.3 

NM 

0.3 

NM 

1.1 

45 

0.38 

Burlington  Holdings  (3) 

470  7 

5 

1948,1 

-3 

-7.1 

NM 

-36.3 

NM 

NM 

NM 

NM 

NA 

NA 

Delta  Woodside  Industries  (6) 

165  3 

24 

663,8 

25 

8.0 

72 

34.8 

229 

4.8 

3.5 

1  1.6 

1 1 

1.66 

DWG  (8) 

303  1 

1 

1223,5 

-1 

-4.7 

NM 

-22.7 

NM 

NM 

NM 

-26  6 

NM 

-0.88 

Fieldcrest  Cannon 

343,0 

2 

1212,4 

-2 

2.4 

NM 

3.2 

NM 

0.7 

NM 

1.3 

60 

0.30 

Interface 

148.1 

-1  1 

581,8 

-7 

3  5 

-39 

8  9 

-62 

2  4 

3  4 

4.9 

23 

0.52 

Shaw  Industries  (6) 

410.7 

-1 

1618,9 

-2 

12.5 

41 

36  0 

-40 

3  1 

2,1 

10,0 

40 

1.23 

Springs  Industries 

501.2 

4 

1890,4 

1 

1  19 

8 

27.1 

NM 

2.4 

2,3 

4.8 

25 

1.53 

Unifi  (6) 

261.3 

9 

756,4 

12 

17.5 

34 

36.1 

-13 

6.7 

5,4 

10.0 

28 

1.30 

Wickes  (11) 

586  6 

-1 

2229  0 

-7 

-8  3 

NM 

-80  5 

NM 

NM 

NM 

-9.2 

NA 

NA 

16  METALS  &  MINING 

INDUSTRY  COMPOSITE 

13543.3 

-9 

54475.8 

-9 

-1360.8 

NM 

-887.0 

NM 

NM 

NM 

-4.0 

NM 

-0.93 

(a)  ALUMINUM 

GROUP  COMPOSITE 

5767.9 

-9 

23641.1 

-5 

-140.8 

NM 

412.9 

-65 

NM 

0.3 

3.7 

30 

1.39 

Aluminum  Co.  of  America 

2434  9 

-10 

9884  1 

-8 

-191.4 

NM 

62  7 

-79 

NM 

NM 

12 

98 

0.71 

Amax 

896  7 

-5 

3771  6 

0 

-10,0 

NM 

30  2 

-87 

NM 

6.4 

13 

59 

0.34 

Kaiser  Aluminum 

471  3 

-9 

2000  8 

-5 

27.1 

-47 

108  4 

-49 

5.8 

9.8 

20.4 

7 

2.03 

Maxxam 

535  7 

-7 

2254  5 

-5 

9.8 

-69 

57.5 

-60 

1.8 

5.5 

12.8 

7 

6.08 

Reynolds  Metals 

1429.3 

-9 

5730  1 

-5 

23  7 

57 

154  1 

-48 

1  7 

1.0 

5.2 

22 

2.60 

(b)  STEEL 

GROUP  COMPOSITE 

5616.1 

-11 

22303.9 

-12 

-1217.5 

NM 

-1821.1 

NM 

NM 

NM 

-26.9 

NM 

-4.41 

Allegheny  Ludlum 

231  9 

-3 

1004  6 

-7 

13,0 

114 

411 

-40 

5.6 

2.5 

1  1.4 

29 

1.25 

Armco 

408.5 

-1 

1595.3 

-8 

-241,5 

NM 

-336.5 

NM 

NM 

NM 

-46.3 

NM 

3  89 

Bethlehem  Steel 

1025,7 

-15 

4317.9 

-12 

-638.1 

NM 

-767.0 

NM 

NM 

NM 

-78.7 

NM 

-10.41 

Commercial  Metals  (4) 

261,4** 

-10 

1 122.0 

-1 

2.8 

-22 

1 1,2 

-50 

1.1 

1.2 

5.5 

22 

1.04 

Cyclops  Industries 

256  5 

-13 

1056.5 

-12 

-33  0 

NM 

-41,2 

NM 

NM 

1.0 

-64.9 

NM 

-5.79 

Inland  Steel  Industries 

847,0 

-7 

34045 

-12 

-191  3 

NM 

-275  1 

NM 

NM 

NM 

-24.3 

NM 

-9  88 

Nucor 

370,9 

1 

1465  5 

-1 

21.8 

7 

64,7 

-14 

5.9 

5.6 

9.4 

31 

3  00 

Quonex  (2) 

151,5 

-1 1 

588  9 

-9 

4.4 

-52 

12.4 

-56 

2.9 

5.4 

7.8 

27 

1.02 

USX-U.  S.  Steel  Group 

1306  0 

-19 

4864  0 

-20 

-165.0 

NM 

-507.0 

NM 

NM 

3.2 

-30.5 

NM 

-10.00 

Weirfon  Steel 

280  2 

-1 

1036  3 

-13 

-6.6 

NM 

-74.7 

NM 

NM 

NM 

-30.7 

NM 

-3.49 

Wheeling  Pittsburgh 

235  0 

-14 

957  3 

-13 

2  1 

NM 

4.7 

NM 

0  9 

NM 

1.9 

27 

0.27 

Worthington  Industries  (7) 

241  5 

5 

891  1 

-4 

13.9 

7 

46.3 

-18 

5  8 

5.7 

12.5 

31 

0.78 
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CORPORATE  SCOREBOARI 


COMPANY  SAiES   PROFITS 


MAROIMS       RETURN  ON 

COMMON  12 


4TH 

CHANGE 

12 

CHANGE 

<TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE, 

MONTHS' 

FROM 

ni  lADTFD 
UUAK 1  CK 

MUNI  no 

FROM 

Al  lADTCD 

CAKlNINtjj 

C  A  DKIIKJ^C 
CAKlNIINOa 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

ENDING 

RATIO 

PER 

$MIL 

SMIl 

°° 

SMIL 

% 

SMIL 

% 

% 

% 

12.31 

221 

SHARE 

>THER  METALS 

(ROUP  COMPOSITE 

21S9.3 

-6 

8530.9 

-8 

-2.6 

NM 

521.1 

-54 

NM 

7.7 

8.0 

26 

1.49 

ksarco 

492.4 

-10 

1909.9 

-14 

12.2 

227 

46.0 

-69 

2,5 

0.7 

3.1 

24 

1,12 

yprus  Minerals 

405.5 

-15 

1678.8 

-10 

-28.9 

NM 

42.7 

-62 

NM 

1.8 

2.5 

29 

0,72 

rtagma  Copper 

197.7 

13 

724.8 

-4 

-136.6 

NM 

-106.5 

NM 

NM 

11.0 

-20.4 

NM 

-3,76 

Jewmont  Gold 

144.9 

-5 

572.8 

-11 

33.4 

32 

125.9 

-11 

23.1 

16.6 

17.8 

36 

1,20 

Jewmont  Mining 

155.9 

-5 

622.8 

-9 

22.7 

189 

94.3 

-44 

14.6 

4.8 

62.1 

32 

1,39 

helps  Dodge 

613.3 

-4 

2434.3 

-8 

75.2 

-27 

272.9 

-40 

12.3 

16.2 

14.7 

1 1 

7,86 

recision  CastparTs  (9) 

149.6 

15 

587.5 

13 

19.3 

130 

45.9 

41 

12.9 

6.5 

15.0 

12 

2,60 

40NBANK  FINANCIAL 

NDUSTRY  COMPOSITE 

67080.5 

4 

265337.0 

5 

3753.2 

76 

15542.0 

35 

5.6 

3.3 

13.2 

12 

3.78 

INANCIAL  SERVICES 

(ROUPCOMPOSITi 

30453.7 

« 

121552.0 

7 

1720.6 

72 

7624.3 

41 

5.7 

3.5 

16.9 

12 

3.58 

llexander  &  Alexander  Services 

360.3 

2 

1369.4 

2 

-35.2 

NM 

-10.4 

NM 

NM 

5.6 

-2.6 

NM 

-0,25 

dieghany 

409.7 

39 

1417.0 

16 

-7.9 

NM 

21.7 

-67 

NM 

4,3 

3.1 

36 

3.40 

Lmerican  Express 

6625.0'* 

ZO/ 0'J.\J 

X 
O 

OTP  n 

/  4 

700  C\ 
/OV.KJ 

I  o  J 

J.O 

z,z 

1  A  Q 

I  ,oy 

ear  Stearns  (6) 

698.0" 

19 

2526.6 

6 

77.4 

359 

232.5 

126 

11.1 

2,9 

24.1 

9 

2.20 

eneficial 

451.9 

-4 

1809.9 

3 

38.4 

19 

148.8 

14 

8.5 

6,8 

12.9 

1 1 

5.80 

lock  (H&R)  (8) 

191.8 

20 

1231.1 

17 

-3.3 

NM 

139.1 

16 

NM 

NM 

24.4 

27 

1 .30 

road  (3) 

203.7" 

n 
U 

til  jt 

z 

1  4.4 

AO 

4y 

AA  Q 
40.0 

1  Q 
1  0 

7  1 

A  7 
4,/ 

O  A 

y.4 

1  J 

1  ,4U 

dwards  (A.  G.)(10) 

231.8" 

49 

850.7 

32 

27.2 

120 

91  .8 

68 

1 1.7 

8,0 

19.8 

13 

2,58 

quifax 

294.9 

4 

1093.8 

1 

15.8 

101 

54.1 

-15 

5.4 

2,8 

13.7 

26 

0,66 

ederal  Home  Loan  Mortgage  Assn.  1076.0 

4 

4219.0 

6 

146.0 

135 

555.0 

34 

13.6 

6,0 

22.6 

12 

9,25 

ederal  National  Mortgage  Assn. 

3401 .5** 

7 

367.0 

1 9 

1 455.4 

24 

10.8 

9,5 

27.6 

1 2 

0,O  J 

irst  Financial  Management 

430.7** 

12 

1507.1 

18 

33.6 

25 

89.0 

22 

7.8 

7,0 

9.0 

16 

2,88 

oews 

3597.3** 

13 

13620.3 

1 1 

272.3 

133 

904.3 

12 

7.6 

3,7 

16.6 

8 

13,14 

larsh  &  McLennan 

665.9** 

0 

2779.2 

2 

54.2 

-1 

305.5 

0 

8.1 

8,2 

28.5 

18 

4,18 

Merrill  Lynch 

3122.3** 

1  1 

1  /  U./ 

4oJ 

oro.  1 

ZOO 

c  c 
O.D 

1 ,  t 

1  Q  A 
1  O.U 

o 
y 

A  AO 

o,Uz 

(organ  Stanley  Group 

1787.5** 

21 

6785.1 

16 

132.3 

127 

475.1 

76 

7.4 

3,9 

21.7 

1 0 

5,93 

oineWebber  Group 

828.2** 

19 

3165.9 

6 

47.0 

NM 

150.7 

NM 

5.7 

NM 

19.8 

8 

3.15 

rimerica 

1853.1** 

9 

6608.2 

7 

132.1 

34 

478.8 

28 

7.1 

5,8 

15.3 

9 

4.27 

1554.0** 

—  1  o 

y  I  / D.U 

NM 

^ A7  A 

Z7 
O/ 

NM 

NM 

1  o 
1  J.O 

0 

•5  OA 

cHwab  (Charles) 

223.1  *' 

42 

795.2 

27 

16.1 

NM 

49.5 

195 

7,2 

0,6 

27.2 

24 

1,27 

tudent  Loan  Marketing  Assn. 

748.8 

-19 

3257.4 

-10 

91.1 

17 

345.1 

15 

12.2 

8,5 

35.7 

18 

3,55 

ronsomerica 

1698.1** 

-3 

6815.3 

2 

-77.5 

NM 

99.4 

-63 

NM 

1,6 

3.1 

35 

1,14 

ROUP  COMPOSITE 

32792.2 

4 

127598.1 

S 

1854.9 

33 

7258.1 

24 

5.7 

4.4 

11.4 

11 

4.65 

etna  Life  &  Casualty 

4636.7 

_3 

1 9 1 95  6 

_3 

93  0 

~34 

505  2 

-1 8 

2  0 

3  0 

6  8 

10 

4  59 

lFLAC 

897.3 

19 

3282.7 

23 

41.6 

24 

148.7 

27 

4.6 

4,5 

16.1 

17 

1,82 

mericon  International  Group 

4228.3 

4 

15834.0 

6 

399.8 

5 

1553.0 

8 

9,5 

9,4 

14.1 

12 

7,28 

kmerican  National  Insurance 

303.7 

4 

1197.4 

9 

27.7 

-10 

126.0 

16 

9,1 

10,6 

7.8 

9 

4.76 

on 

740.7 

3 

2892.7 

10 

58.8 

10 

242.0 

1 

7,9 

7,4 

15.4 

12 

3.71 

apital  Holding 

722.0 

-6 

2670.7 

4 

66.6 

1 1 

250.2 

51 

9,2 

7,8 

15.2 

11 

5.33 

hubb 

1189.7** 

7 

4578.8 

7 

139.3 

-10 

552.0 

6 

11,7 

13,9 

15.6 

1 1 

6.32 

igno 

4776.0 

0 

18750.0 

3 

112.0 

5 

453.0 

42 

2,3 

2,2 

8.1 

9 

6.34 

onseco 

428.7** 

82 

1391.8 

85 

47.9 

213 

121.0 

190 

11,2 

6,5 

60,3 

9 

8.43 

leico 

565.9** 

15 

2147.0 

11 

49.0 

-11 

196.4 

-6 

8,7 

11,1 

17,9 

16 

13.48 

eneral  Re 

839.5 

8 

3206.6 

9 

1 84.2 

1  o 
1  o 

656.7 

7 

z  1  .y 

20,0 

1  0, 0 

1 2 

7.46 

ortford  Steam  Boiler 

163.5 

10 

630.4 

1 2 

15.0 

-22 

73.9 

-6 

9,2 

13,1 

18,5 

14 

3.53 

oroce  Mann  Educators 

169.1 

5 

657.2 

4 

10.5 

443 

24.9 

NM 

6.2 

1,2 

28,9 

14 

1.57 

efferson-Pilot 

301.8 

1 1 73.5 

] 

48.1 

14 

175.7 

1 1 

15.9 

14.2 

1 1 ,2 

10 

5.14 

emper 

803.9 

8 

3137.1 

7 

43.9 

-6 

204.6 

NM 

5.5 

6.3 

1 1,5 

8 

4.25 

ncoln  National 

2570.3 

3 

9169.0 

8 

16.0 

-73 

208.4 

9 

0.6 

2,4 

8,2 

12 

4.60 

IWNL 

336.1** 

4 

1339,8 

3 

12.5 

19 

47.2 

-10 

3,7 

3,2 

8,2 

9 

3.43 

Irion  Capital 

209.3** 

28 

837.3 

7 

16.2 

617 

44.7 

75 

7,7 

1,4 

21,3 

6 

5.86 

rogressive 

379.2** 

1 1 

1493.1 

9 

-13.7 

NM 

32.9 

-65 

NM 

3,3 

7,0 

37 

1.22 

rotective  Life 

141.4** 

31 

515.9 

32 

11.0 

24 

35.8 

27 

7,8 

8,2 

14,8 

9 

2,62 

rovident  Life  &  Accident 

773.3** 

4 

2846.2 

3 

55.7 

11 

117.2 

-35 

7,2 

6,7 

8,4 

9 

2.53 

afeco 

846.7** 

6 

3171.9 

0 

84.8 

-9 

259.6 

-7 

10.0 

11,6 

11,7 

12 

4.14 

t.  Paul 

1 141.2 

6 

4368.7 

8 

109.4 

17 

405.1 

4 

9.6 

8,7 

17,6 

8 

9.35 

orchmark 

487.3 

6 

1932.0 

8 

63.4 

34 

246.5 

8 

13.0 

10,2 

23,1 

12 

4.70 

ravelers 

2642.3 

-5 

11376.9 

1 

58.6 

-54 

307.4 

NM 

2.2 

4,6 

6.6 

7 

2.87 

nitrin 

322.1 

2 

1255.3 

3 

45.0 

1 

137.2 

4 

14.0 

14,2 

7.3 

13 

2.58 

NUM 

624.4 

4 

2420.6 

12 

49.6 

10 

205.0 

11 

7.9 

7,5 

14,9 

12 

6.15 

SF&G 

10360 

28 

4172.0 

0 

-16.0 

NM 

-144.0 

NM 

NM 

NM 

-20,0 

NM 

-2.15 

SLife 

371.6 

15 

1382.9 

12 

22.6 

16 

74,9 

9 

6.1 

6.1 

7,7 

9 

4.83 

Washington  National 

144.2 

3 

571.1 

-19 

2.1 

NM 

-3.0 

NM 

1.5 

NM 

-1,1 

NM 

-0.33 

AVINCS  &  LOAN 

ROUP  COMPOSITE 

3834.7 

-12 

16186.8 

-8 

177.7 

NM 

659.6 

243 

4.6 

NM 

7.4 

13 

1.56 

ihmanson  (H.  F.) 

1073.1** 

-10 

4592.1 

-4 

64.0 

NM 

245,8 

29 

6.0 

0.0 

9,3 

9 

2.06 

alFed 

356.2** 

-33 

1716.7 

-19 

-73.4 

NM 

-131,9 

NM 

NM 

NM 

-13,1 

NM 

-5.15 

oast  Savings  Financial 

203.4** 

-23 

899.0 

-17 

10.2 

NM 

41,7 

NM 

5.0 

NM 

15,0 

4 

2,74 

Footnotes  on  page  67 

'ORATE  SCOREBOARD  BUSINESSWEEK/MARCH  16,  1992  79 


The  award  uinnmgT2200SX 


If  you  need  any  more  power  than  th 

If  your  desire  for  power  is  on  the  scale  of  say,  Louis  XIV  consider 
theToshibaT2200SX.  Weighing  a  mere  5.5  pounds  and  taking  up  just  half 
a  briefcase,  it  possesses  an  awesome  20  MHz  386SX  microprocessor  and 
a  40, 60  or  80  MB  hard  drive  with  2MB  RAM  expandable  to  10  MB.  And 
it's  powerful  enough  to  have  grabbed  both  a  PC/Computing  MVP  award 
and  a  PC  Magazine  Technical  Excellence  Award. 


©  1992  To'.hiha  America  /n/ormanon  Systems.  Inc  The  Intel  inside  logo  is  a  trademark  of  Intel  Corporation  AlhymhoLs  are  trademarkedand/ur  registered  by  their  respective  manufaaurers. 


ybe  you  should    into  politics 

If  your  need  for  power  is  on  the  scale  of  say,  Napoleon,  consider  the 
newT3300SL.  It  offers  a  25MHz  386SL  microprocessor  plus  64  KB  cache  for 
blazing  speed  and  longer  battery  life.  Not  to  mention  an  80  or  120MB  drive 
and  a  PCMCIA-compatible  slot.  And  like  its  cousin  the  T2200SX,  it  offers 
a  Nickel  Hydride  battery  and  a  carbon-fiber  reinforced  case.  So  call  1-800- 
457-7777.  Or  if  you  want  even  more  power,  don't  forget  it's  an  election  year. 


In  Touch  with  Tomorrow 

TOSHIBA 


COMPAKY 


SALES 


4TH 
QUARTER 
1991 

Smii 


PROFITS 


CHANGE  12  CHANGE 

FROM  MONTHS  FROM 

1990  1991  1990 

%  $  MIL  % 


QUARTER 

1991 
SMIL 


CHANGE  12 

FROM  MONTHS 

1990  1991 

%  S  MIL 


MARGINS 

CHANGE       4TH  4TH 
FROM     QUARTER  QUARTER 
1990        1991  1990 


RETURN  ON 
COMMON 

EQUITY 
12  MONTHS 

ENDING 
12-31 


PRICE- 
EARNINGS 
RATIO 
221 


12 

MONTHS' 
EARNING. 
PER 
SHARE 


Glenfed  (6) 

488.1** 

-7 

1910.7 

-21 

20.5 

NM 

-98,5 

NM 

4.2 

NM 

-10,8 

NM 

-2.87 

Golden  West  Financial 

556.2 

1 

2241.5 

5 

63,6 

51 

238.6 

32 

1 1.4 

7.6 

16.5 

11 

3.76 

Great  Western  Financial 

936.2**  - 

-1 1 

3952.7 

-6 

71.5 

NM 

298.1 

135 

7,6 

NM 

14.2 

8 

2.25 

Standard  Federal  Bank 

221.4** 

-3 

874.2 

-4 

21.4 

103 

65.8 

64 

9,7 

4.6 

12  5 

9 

2.11 

18  OFFICE  EQUIPMENT  &  COMPUTERS 

INDUSTRY  COMPOSITE 

58052.9 

1 

196268.4 

1 

9.7 

-99 

1959.7 

-81 

0.0 

7.2 

2.0 

NM 

0.41 

(a|  BUSINESS  MACHINES,  SERVICES  &  SUPPLIES 

CROUP  COMPOSITi 

4313.4 

15 

15336.4 

11 

223.1 

14 

695.6 

18 

5.2 

5.2 

14.4 

20 

1.54  j 

Anacomp  (3) 

146.5 

-7 

624.9 

-6 

3.8 

5 

19,9 

244 

2,6 

2.3 

NM 

12 

0.43 

Bell  &  Howell 

172.2 

1 

624.9 

2 

3.8 

-14 

-5,1 

NM 

2,2 

2.6 

-36  3 

NA 

-8,03 

CompuCom  Systems 

179.8 

66 

528  6 

54 

1  6 

7 

JO 

A  0 

\  .4 

1  o.z 

1 0 

A  1  A 

U.  1  o 

Deluxe 

395.8 

2 

1 474  5 

52  7 

_2 

182  9 

O 

1  J.J 

1  j.y 

1  a 

1  0 

Diebold 

145.2 

13 

506.2 

6 

14.6 

58 

35  7 

32 

10,1 

7.2 

9.3 

21 

2,70 

Egghead  (9) 

175.3 

35 

638.8 

26 

6,3 

-15 

1 5.8 

30 

3,6 

5.7 

1 2.2 

28 

0,93 

HON  Industries 

169.5 

0 

607  7 

-3 

1  1  5 

_9 

32  9 

-24 

6  8 

00  ft 

1 9 

Intelligent  Electronics  (2) 

600.3 

52 

1913.9 

3 1 

9,6 

4 

38,2 

3 1 

1 .6 

2  3 

13  9 

25 

1  1 1 

Merisel 

466.9 

31 

1585.4 

33 

5,8 

NM 

10,8 

NM 

1.2 

0.1 

8.6 

28 

0.43 

MicroAge  (3) 

246.2** 

28 

84 1 .5 

26 

1 ,3 

-20 

2,9 

-53 

0.5 

0.9 

8.3 

22 

0.67 

Miller  (Herman)  (7) 

206.1 

■  1 2 

803  3 

_  1 1 

5  6 

-49 

0  4 

A  7 

U,  1 

n  AO 

Pitney  Bowes 

905.9 

3332  5 

82  6 

287  9 

9  1 

O.O 

1  A  n 

1  o.u 

1 9 

T  AA 
J.OU 

Reynolds  &  Reynolds  (3) 

143.8 

-5 

591.7 

-3 

7.6 

69 

25.6 

13 

5.3 

3.0 

10.1 

16 

2.41 

Standard  Register 

183.9 

-2 

693.7 

-3 

1 3.0 

NM 

32,7 

50 

7, 1 

NM 

1 0. 1 

1 5 

1.14 

Tech  Data  (11) 

175.9 

568  8 

35 

3  3 

62 

10  0 

296 

1  9 

1  7 

t  1  .yj 

OA 

1  .Of 

lk\  COMPIJTFPC  A  PERIPHERALS 

GROUP  COMPOSITE 

47502.7 

-2 

158924.7 

-1 

-786.0 

NM 

-664.9 

NM 

NM 

7.4 

-1.2 

NM 

-0.36 

AM  International  (5) 

157.7 

27 

800.8 

-11 

-5.8 

NM 

1.3 

NM 

NM 

0.8 

-3.1 

NM 

-0.11 

Amdahl 

389.9 

-40 

1702  5 

-21 

-18.9 

NM 

4.4 

-98 

NM 

9.5 

0.3 

NM 

0.04 

Apple  Computer  (3) 

1862.6 

1  1 

6496.0 

13 

166.0 

10 

325.4 

-35 

8,9 

9.0 

16.9 

24 

2,66 

AST  Research  (6) 

239  1 

48 

827.3 

41 

16.7 

2 

70.2 

34 

7.0 

10.1 

21.6 

9 

2,23 

Commodore  International  (6) 

371.6 

-3 

1038.5 

4 

40.1 

10 

59,3 

48 

10.8 

9.5 

19.6 

8 

1,77 

Compaq  Computer 

873.4 

13 

3271.4 

-9 

66.6 

-51 

130,9 

-71 

7.6 

13.5 

7,0 

20 

1,49 

Conner  Peripherals 

417.0 

0 

1599.0 

20 

13.3 

-72 

92,5 

-29 

3.2 

11.3 

13.4 

13 

1,57 

Control  Data 

402.9 

~6 

1524.9 

-10 

-15.2 

NM 

-8,6 

NM 

NM 

NM 

-2.1 

NM 

-0.21 

Cray  Research 

316.5 

24 

862.5 

7 

59.6 

79 

1 13.0 

0 

18,8 

13.1 

14,9 

1  1 

4.01 

Data  General  (3) 

294.8 

-5 

121 1.9 

-2 

4,0 

-68 

77,2 

NM 

1.4 

4.0 

15,3 

5 

2.30 

Dell  Computer  (11) 

229.3 

68 

771.5 

58 

13.0 

90 

44.1 

124 

5.7 

5.0 

17.2 

17 

1.92 

Digital  Equipment  (6) 

3479.5 

4 

14237.8 

9 

-138.3 

NM 

-864,5 

NM 

NM 

3.3 

-1 1.6 

NM 

-7,00 

Hewlett-Packard  (2) 

3832.0 

7 

14494.0 

10 

125,0 

-38 

755.0 

2 

3.3 

5.6 

10.4 

25 

3,02 

International  Business  Machines 

22082.0 

-4 

64792  0 

-6 

-1382,0 

NM 

-564,0 

NM 

NM 

10.7 

-1.5 

NM 

-099 

Maxtor  (9) 

252.9 

-3 

961,0 

22 

4,0 

NM 

-65.8 

NM 

1.6 

NM 

-54,8 

NM 

-2.61 

Quantum  (9) 

286.6 

24 

1073.6 

50 

9,4 

-48 

49.6 

-26 

3.3 

7.8 

17,7 

16 

1.12 

Seagate  Technology  (6) 

695.1 

0 

2668.7 

0 

1 1,0 

-52 

-11.1 

NM 

1.6 

3.3 

-1.5 

NM 

-0.17 

Silicon  Graphics  (6) 

188.0 

38 

637,9 

32 

14  2 

37 

36.8 

-8 

7  6 

7.6 

9.3 

42 

0.66 

Storage  Technology 

475.9 

8 

1584.9 

3 

36,5 

-1 

93.1 

-1 

7.7 

8.4 

12,8 

31 

2.33 

Sun  Microsystems  (6) 

909.1 

21 

3454.7 

25 

47,4 

21 

199.3 

32 

5.2 

5.2 

15,0 

17 

1.93 

Tandem  Computers  (3) 

Tandy  (6) 

Unisys 

Wang  Laboratories  (6) 
Xerox 


454,5 
1467,2* 
2462,1 

495.9 
4867.0* 


2 

-1 
-16 
-9 
-3 


1932,9 
4514,7 
8696,1 
1940,1 
17830,0 


3 

-2 
-14 
-18 

-1 


-94,6 
78,8 
80,5 
-8,4 
91.0 


NM 

-20 
NM 
NM 
-63 


-66.5 
176.2 
-1393.3 
-373,4 
454.0 


NM 

-32 

NM 
NM 

-25 


NM 
5.4 
3.3 

NM 
1.9 


1.6 
6.7 
NM 
NM 
4.9 


-5.7 
9.4 
NM 
NM 
8.6 


NM 
14 

NM 
NM 

20 


-0.61 
2.19 
-9.37 
-2.24 
3.91 


(c)  COMPUTER  SOFTWARE  A  SERVICES 


GROUP  COMPOSITE 

6236.8 

21 

22007.3 

16 

572.5 

76 

1929.0 

25 

9.2 

6.3 

19.0 

32 

1.58 

Automatic  Data  Processing  (6) 

449,3** 

6 

1810,8 

4 

60,4 

13 

238,9 

9 

13.4 

12,5 

20,7 

27 

1.72 

Comdisco  (3) 

553.0** 

5 

2200.0 

10 

20,0 

-9 

81,0 

-1 

3.6 

4,2 

12  3 

9 

2.10 

Computer  Associates  International  (9)455,1 

19 

1437.8 

10 

76.2 

20 

173,0 

7 

16,7 

16,7 

16,1 

16 

0,96 

Computer  Sciences  (9) 

544,6 

25 

1944.7 

16 

16.1 

-3 

65,5 

-4 

3,0 

3,8 

1 1,3 

20 

3.99 

Electronic  Data  Systems 

2086  9 

24 

7028,5 

17 

155.9 

17 

563,0 

13 

7,5 

7,9 

21.6 

24 

2.35 

Intergraph 

312,5 

3 

1 195,4 

14 

16.5 

-13 

71,1 

14 

5,3 

6.2 

9.9 

13 

1.47 

Lotus  Development 

249  2 

32 

828  9 

20 

5.8 

NM 

43  1 

85 

2,3 

NM 

11,7 

34 

0.98 

Microsoft  (6) 

681,9 

48 

2275.9 

54 

175.2 

55 

581,4 

63 

25,7 

24.5 

32,8 

38 

3.03 

Novell  (2) 

187,2 

33 

640.1 

29 

50.6 

55 

162.5 

72 

27,0 

23.2 

27,1 

56 

1.10 

Oracle  Systems  (7) 

283  9 

1  1 

1085,2 

6 

13.6 

NM 

33  6 

-8 

4,8 

NM 

9,0 

86 

0,24 

Safeguard  Scientifics 

216  8 

57 

644  2 

43 

2,6 

-16 

115 

-26 

12 

2,3 

12  8 

7 

2.25 

Western  Digital  (6) 

216,3 

-6 

915,9 

-14 

-20,4 

NM 

-95.7 

NM 

NM 

NM 

-65,0 

NM 

-3.28 

19  PAPER  &  FOREST  PRODUCTS 

INDUSTRY  COMPOSITE 

19300.3 

-3 

77463.6 

-4 

-134.5 

NM 

1314.9 

-61 

NM 

2.1 

3.5 

42 

0.99 

(a)  FOREST  PRODUCTS 

GROUP  COMPOSITE 

6832.7 

-2 

27882.7 

-6 

-315.1 

NM 

-157.7 

NM 

NM 

1.9 

-1.7 

NM 

-0.44 

Boise  Cascade 

963.2 

-5 

3950,5 

-6 

-15,8 

NM 

-79,5 

NM 

NM 

0.5 

-8.1 

NM 

-2.46 

Georgia-Pacific 

2792.0 

-9 

1 1524,0 

-9 

-670 

NM 

-79,0 

NM 

NM 

2.0 

-2.7 

NM 

-0.92 

Louisiana-Pacific 

405,2 

1  1 

1702,1 

-5 

8,8 

NM 

55.9 

-39 

2,2 

NM 

4.6 

38 

1,55 

Weyerhaeuser 

2128,9 

2 

8701,6 

-4 

-256,4 

NM 

-100.9 

NM 

NM 

2.8 

-2.6 

NM 

-0,50 

Willamette  Industries 

543,5 

18 

2004,5 

5 

15,2 

24 

45.8 

-65 

2,8 

2.7 

4.6 

44 

1,80 
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CORPORATE  SCOREBOARt 


COMPANY 


SALiS 


m 

QUARTER 
1991 
5  Mil 


PROFITS 


CHANGE 
FROM 
1990 


12 

MONTHS 
1991 
SMIL 


CHANGE 
FROM 
1990 


iTH 
QUARTER 
1991 
SMIL 


CHANGE 
FROM 
1990 


12 

MONTHS 
1991 
SMIl 


CHANGE       4TH  4TH 
FROM     QUARTER  QUARTER 
1990        1991  1990 


RETURN  ON 
COMMON 

EQUITY 
12  MONTHS 

ENDING 
12-31 


PRICE- 
EARNINGS 
RATIO 
2-21 


12 

MONTHS' 
EARNINGS 
PER 
SHARE 


PAPER 

BROUP  COMPOSITE 


12467.5 


49581.0 


180.7 


-36      1472.6  -36 


1.5 


2.2 


5.7 


25 


1.63 


Sowater 

Champion  International 
Chesapeake 
Consolidated  Papers 


325.9 
1214.8 
203.8 
204.1 


-8 
-3 
2 

-13 


1288.5 
4786.4 
840  5 

871.9 


-7 
-6 
0 
-8 


1.6 
10.5 

5.7 
21.5 


-92 
-61 
217 
-29 


45.6 
40.3 
15.4 
91.4 


-48 
-82 
-8 
-36 


0.5 
0.9 
2.8 
10.5 


5.2 
2.2 
0.9 
12.9 


4.3 
0.3 
4.8 
9.5 


23 

NM 

38 
20 


1.15 
0.14 
0.75 
2.10 


Fort  Howard                                     273.6  -6  1138.2  -1          -35.9  NM  -105  5  NM  NM  NM  NM  NA  -19.94 

Slatfelter  (P.  H.)                                 141.4  -11  567.8  -9           20.6  -21  76  0  14  14.6  16.4  17.2  17  3.34 

International  Paper                         3200.0  -3  12688.0  -2           66.0  187  399.0  -30  2.1  0.7  7.1  22  3.61 

lomes  River  Corp.  of  Virginio  1104.3  -11  4561.7     -16  7.8  -88  78.3  0  0.7  5.0  2.4  33  0.66 


<imberly-Clark 
VIead 
'otiatch 


1726.9 
1094  8 
303.9 


6776.9 
4579.3 
1237.0 


138.7 
18.2 
16.2 


25 

NM 

255 


508.3 
75.6 
55.8 


18 

-29 
-43 


8.0 
17 
5.3 


6.8 
NM 
1.6 


20.2 
4.9 
6.1 


16 
29 
23 


3.18 
1.29 
1.92 


Scott  Paper 

1322.9 

-8 

4976.5 

-7 

-157.7 

NM 

-69.9 

NM 

NM 

NM 

-3.3 

NM 

-0.95 

Jnion  Camp 

745  7 

4 

2967.1 

4 

20.0 

-62 

124.8 

-46 

2.7 

7.3 

6.5 

30 

1.80 

Mestvoco  (2) 

605.4 

-7 

2301.2 

-5 

47.6 

-1 

137,4 

-27 

7.9 

7.4 

8.1 

18 

2.10 

PUBLISHING  &  BROADCASTING 

NDUSTRY  COMPOSITE 

15195.1 

2 

54957.1 

0 

811.9 

197 

2218.1 

-8 

5.3 

1.8 

5.8 

53 

0.90 

IROADCASTING 

»ROUP  COMPOSITE 

3960.7 

4 

13954.2 

1 

205.2 

NM 

483.5 

-24 

5.2 

tIM 

9.2 

62 

0.79 

^merican  TV  &  Communications 

310.8 

9 

1220.1 

10 

44.5 

35 

160.9 

34 

14.3 

1 1.6 

25.0 

40 

1.47 

Capital  Cities/ABC 

1559.6 

1 

5382.0 

0 

134.4 

-15 

374.7 

-22 

8.6 

10.2 

10.4 

19 

22.33 

CBS 

937.4 

2 

3035.0 

-7 

9.4 

NM 

-98.7 

NM 

1.0 

NM 

-31.3 

NM 

-6.1  1 

Saylord  Entertainment 

144.0 

5 

600.9 

4 

3.0 

NM 

1.8 

-73 

2.1 

NM 

0.9 

NM 

0.05 

Multimedia 

143.2 

13 

524.3 

9 

14.5 

-15 

48.4 

-1 

10.2 

13.4 

NM 

21 

1.30 

urner  Broadcasting  System 

402.4 

13 

1480  2 

6 

28.2 

NM 

42.9 

NM 

7.0 

NM 

NM 

NM 

0.06 

/iacom 

463.3 

8 

171  1.6 

7 

-28.8 

NM 

-46.6 

NM 

NM 

NM 

-6.4 

NM 

-0.41 

PUBLISHING 

SROUP  COMPOSITE 

11234.5 

2 

41002.9 

0 

606.7 

82 

1734.7 

-1 

5.4 

3.0 

5.1 

49 

0.95 

Commerce  Clearing  House 

167.2 

0 

704.2 

-2 

1.0 

286 

31.0 

-24 

0.6 

0.2 

13.7 

25 

0.89 

3ow  Jones 

456.1 

3 

1725.1 

0 

3.5 

-85 

72.2 

-32 

0  8 

5  3 

5.0 

48 

0.71 

3un  &  Bradstreet 

1255.2 

-4 

4642.8 

-4 

153.4 

13 

508.5 

0 

12.2 

10.3 

24  6 

19 

2.85 

3onnett 

901.2 

0 

3382.0 

-2 

97,0 

-17 

301.6 

-20 

10.8 

13.0 

20.3 

23 

2  00 

<night-Ridder 

588.5 

0 

2237  3 

-3 

46.4 

10 

132.1 

-1 1 

7.9 

7.1 

118 

22 

2.55 

McGraw-Hill 

568.1 

2 

1943.0 

0 

45.4 

-12 

148.0 

-14 

8.0 

9.2 

15.5 

20 

3.03 

Media  General 

148.0 

-5 

585.9 

-5 

9.2 

198 

-62.1 

NM 

6.2 

2.0 

-30.8 

NM 

-2.39 

Meredith  (6) 

181.3 

-5 

728.8 

-1 

4.7 

189 

19.9 

NM 

2.6 

0.9 

6.0 

23 

1.19 

Mew  York  Times 

452.5 

-1 

1703.1 

-4 

34.6 

182 

47.0 

-28 

7.6 

2  7 

4.4 

47 

061 

leaders  Digest  Association  (6) 

712  4 

10 

2465.2 

12 

62.8 

13 

220.8 

16 

8.8 

8.6 

300 

25 

1.84 

Scripps  (E.W.) 

353.8 

2 

1299.6 

0 

24.9 

18 

64.6 

35 

7.0 

6.1 

9.8 

29 

0.87 

ime  Worner 

3390.0 

3 

12021.0 

4 

45.0 

NM 

-99.0 

NM 

1.3 

NM 

-8.2 

NM 

-9.60 

imes  Mirror 

975.8" 

2 

3624.1 

0 

-13.0 

NM 

82.0 

-55 

NM 

4.8 

4.3 

58 

0.64 

ribune 

526.4 

0 

2034.7 

-14 

32  7 

NM 

142.0 

NM 

6.2 

NM 

25.8 

23 

1.94 

Washington  Post 

366.6 

-1 

1380  3 

-4 

47.0 

12 

1 18.7 

-32 

12.8 

11.4 

12.7 

23 

10.00 

A/estern  Publishing  Group  (11) 

191.5** 

23 

525.8 

4 

12.3 

48 

7.4 

-56 

6.4 

5.4 

3.3 

56 

0.32 

SERVICE  INDUSTRIES 

NDUSTRY  COMPOSITE 

18579.3 

7 

69097.9 

9 

625.5 

-14 

2336.8 

-13 

3.4 

4.2 

11.8 

28 

1.20 

CONSTRUaiON  «  ENGINEERINO 

5R0UP  COMPOSITE 

4969.0 

-4 

19820.3 

3 

169.9 

164 

396.9 

70 

3.4 

1.2 

11.9 

23 

1.52 

\pogee  Enterprises  (10) 

161.4 

3 

600.4 

-1 

0.3 

-94 

10.3 

-43 

0.2 

3.0 

9.0 

16 

0.76 

%tkinson  (G.  F.) 

179.8 

-16 

684.0 

-23 

0.4 

NM 

1.2 

NM 

0.2 

NM 

1.1 

55 

0.14 

EG&G 

640.1 

4 

2688.5 

9 

23.7 

13 

81.2 

10 

3.7 

3.4 

20.9 

18 

2.91 

Fluor  (2) 

1669.0 

-15 

6741.7 

-9 

45.9 

13 

149.1 

7 

2.8 

2.1 

146 

24 

1  83 

■oster  Wheeler 

554.4 

7 

1992.0 

20 

12.5 

12 

43.3 

13 

2.2 

2.1 

8.4 

24 

1.22 

Sranite  Construction 

149.8 

-6 

564.1 

1 

4.4 

-35 

17.6 

-6 

2.9 

4.2 

1 1.7 

18 

1.51 

lacobs  Engineering  Group  (3) 

253.7 

-4 

1025.8 

10 

5.7 

21 

21.4 

35 

2.3 

1.8 

20.0 

38 

0.90 

McDermott  International  (9) 

834  1 

3 

3543  8 

20 

71.2 

NM 

37.6 

NM 

8.5 

NM 

6.8 

26 

0  84 

Morrison  Knudsen 

526.8** 

13 

1980.0 

16 

5.8 

-49 

35.1 

-4 

1.1 

2.4 

95 

19 

2.60 

NDUSTRIAL  DISTRIBUTION 

BROUP  COMPOSITE 

4105.4 

8 

15840.0 

6 

150.1 

17 

506.5 

-6 

3.7 

3.4 

11.4 

24 

1.43 

Arrow  Electronics 

346.5 

47 

1043.7 

7 

7.8 

309 

8.7 

-14 

2.2 

0.8 

2.0 

56 

0.28 

Avnet  (6) 

415.1 

-5 

1694.1 

-4 

1 1.8 

-24 

51.2 

-10 

2.8 

3.5 

6.3 

18 

1.44 

Searings  (6) 

198.6 

-2 

805.5 

8 

0.4 

-45 

3.9 

-30 

0.2 

0.3 

2  9 

39 

0.56 

Senuine  Parts 

842.8 

6 

3434.6 

3 

59.6 

7 

207  7 

1 

7.1 

7.0 

19.0 

17 

2.72 

Getty  Petroleum  (11) 

283.5 

-10 

1 198.7 

1 

-1.2 

NM 

-6.3 

NM 

NM 

NM 

-7.6 

NM 

-0.50 

Sroinger  (W.W.) 

519.7 

6 

2077.2 

7 

34.8 

1 

127.7 

1 

6.7 

7.0 

14.8 

22 

2.37 

(aman 

200.7** 

-5 

780.4 

-5 

4.1 

-22 

17.0 

-12 

2.0 

2.5 

8.5 

10 

0.93 

Office  Depot 

341.0 

31 

1300.8 

44 

6.7 

102 

14.4 

25 

2.0 

1.3 

7.3 

97 

0.54 

•remier  Industrial  (7) 

161  4 

-1 

631.7 

-1 

20.2 

2 

73.1 

-5 

12.5 

12.2 

22.7 

24 

1.27 

Staples  (11) 

144.5 

83 

452.7 

71 

2.6 

104 

2.3 

-57 

1.8 

1.6 

1.7 

NM 

0.16 

Jnited  Stationers  (4) 

247.3 

1 

953.0 

-4 

2.8 

6 

10.1 

-14 

1.1 

1.1 

5.5 

20 

0.65 

LInivar  (10) 

404.1 

14 

1467  6 

5 

06 

-88 

-3.3 

NM 

0.1 

1.3 

-2.0 

NM 

-0.16 
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COMPANY  SALES   PROFITS 


MARGINS 

RETURN  ON 

COMMON 

12 

4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

ilTH 

EQUITY 

PRICE- 

MONTHS' 

nflUfN  mi 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

ENDING 

RATIO 

PER 

SMIL. 

SMIL 

5  MIL 

% 

SMIL. 

% 

% 

12.31 

221 

SHARE 

(c)  POLLUTION  CONTROL 

GROUP  COMPOSm 

3361.2 

4 

12749.5 

17 

79.7 

-74 

725.9 

-36 

2.4 

9.5 

11.4 

41 

0.83 

Air  &  Water  Technologies  (2) 

1 78.9 

0 

657.5 

8 

0.7 

-74 

-25.9 

NM 

0.4 

1.5 

-115 

NM 

1 .  1  D 

Browning-Ferris  Industries  (3) 

801.3 

0 

3182.8 

4 

40.3 

-34 

44.6 

-82 

5.0 

7.6 

3.9 

81 

0.28 

Chemical  Waste  Management 

370.5 

-5 

1358.3 

18 

12.2 

-74 

100.8 

-43 

J.J 

1  Z.J 

1 1 .5 

41 

0.49 

Waste  Management 

2010.4 

8 

7550.9 

25 

26.5 

-86 

606.3 

-15 

1 .3 

10.5 

14.7 

35 

1.23 

(d)  PRINTING  &  ADVERTISING 

IW 

Ow"tO*0 

2 

AAA  A 

~2 

5.4 

5.7 

14.0 

20 

2.35 

Advo-System  (3) 

186.6 

16 

723.4 

1 1 

4.8 

7 

19.6 

14 

2.6 

2.8 

23.0 

23 

1.07 

1 47  5 

3 

565  5 

_2 

7  5 

1 2 

28  2 

—A 
** 

5. 1 

4.6 

1  Z.4 

1 5 

2.16  ' 

Donnelley  (R.  R.)  &  Sons 

1 138.3 

2 

3914.8 

12 

68.5 

1 

204  9 

-9 

6  0 

6  1 

12.3 

19 

2.64 

Grey  Advertising 

161.5 

12 

531.3 

10 

-5.7 

NM 

4.3 

-70 

NM 

2.7 

3.9 

33 

3.51 

Interpublic  Group 

523.2** 

23 

1677.5 

23 

40.5 

25 

94.6 

18 

7.7 

7.6 

18.8 

22 

2.60 

Omnicom  Group 

376.2 

16 

1236.2 

5 

20.2 

19 

57.1 

10 

o.o 

17.8 

17 

2.08 

(e)  OTHER  SERVICES 

GROUP  COMPOSITE 

3610.4 

AO 

i^u.jy.9 

~  ■/ 

2.5 

3.3 

10.7 

22 

1.08 

Adia  Services 

166.4** 

-1 

643.7 

-3 

2.5 

-4 

8.4 

-52 

1.5 

1.5 

4.5 

32 

0.67 

American  Building  Maintenance  (2)  192.1 

9 

738.8 

9 

3.7 

15 

1 1.1 

13 

1.9 

1.8 

12.4 

14 

2.73 

CDI 

196.7 

-1 1 

768.1 

-17 

-2.3 

NM 

-7.6 

NM 

NM 

0.7 

-7.1 

NM 

-0.39 

Hondleman  (8) 

278.9 

28 

784.1 

5 

12.6 

9 

24.9 

-28 

4.5 

5.3 

10.1 

19 

0.76 

InaCom 

252.6 

104 

680.4 

59 

2.3 

-5 

3.4 

-51 

0.9 

1.9 

3.9 

25 

0.56 

JWP 

1162.6 

49 

3594.4 

27 

16  1 

0 

60.3 

2 

14 

2.1 

13.9 

12 

1.54 

Kelly  Services 

382.4 

6 

1 4J/.y 

z 

9. 1 

-44 

38.6 

-46 

2.4 

4.5 

11.1 

29 

1 .28 

Olsten 

221.6** 

33 

843.5 

35 

4.4 

NM 

14.6 

17 

2.0 

0.1 

12.9 

31 

0.93 

Pinkerton's 

208.2 

15 

637.8 

9 

5.3 

47 

12.6 

34 

2.5 

2.0 

12.1 

20 

1.66 

Safety-Kleen 

222.6 

15 

695.0 

18 

13.9 

-30 

51.6 

-7 

6.2 

10.3 

1 1.5 

30 

0.90 

Service  Corp.  International 

18)2 

25 

643.2 

14 

20.2 

34 

73.4 

15 

1 1.2 

10.5 

12.7 

17 

1.54 

Wackenhut 

145.1 

8 

572.5 

10 

2.2 

5 

7.7 

1 1 

1.5 

1.6 

18.9 

14 

2.00 

22  TELECOMMUNICATIONS 

INDUSTRY  COMPOSITE 

44651.2 

3 

171026.3 

3 

2211.2 

-30 

10652.3 

-28 

5.0 

7.2 

10.0 

21 

1.87 

(a)  EQUIPMENT  &  SERVICES 

GROUP  COMPOSITE 

17013.4 

2 

64476.6 

4 

792.3 

-3 

1250.4 

-70 

4.7 

4.9 

5.0 

59 

0.59 

American  Telephone  &  Telegraph 

1 1945.0 

1 

44651.0 

2 

635.0 

-22 

522.0 

-83 

5.3 

6.8 

3.2 

94 

0.40  ; 

Communications  Satellite 

141.3 

21 

522.9 

14 

15.7 

NM 

71.4 

NM 

11.1 

NM 

12.2 

11 

3.75 

McCaw  Cellular  Communications 

379.2 

27 

1365.6 

32 

-125.3 

NM 

-351.1 

NM 

NM 

NM 

-20.1 

NM 

-2.04 

MCI  Communications 

2162.0 

8 

8433.0 

10 

144.0 

13 

551.0 

84 

6  7 

6.3 

18.7 

17 

2.01 

Pacific  Telecom 

188.6 

-1 1 

724.4 

6 

24.8 

-10 

89.5 

-6 

13.2 

12.9 

15.1 

1 1 

2.27 

Sprint 

2197.3 

2 

8779.7 

5 

98.1 

39 

367.5 

19 

4.5 

3.3 

14.8 

13 

1.68 

|b|  TELEPHONE  COMPANIES 

GROUP  COMPOSITE 

27637.8 

3 

106549.6 

2 

1418.9 

-39 

9401.9 

-11 

5.1 

8.7 

11.5 

17 

2.57 

Alltel 

457.5 

13 

1747.8 

1 1 

48.6 

-13 

189.0 

-2 

10.6 

13.8 

17.5 

16 

2.34 

Ameritech 

2742.5 

2 

10818.4 

1 

199.2 

-31 

1165.5 

-7 

7.3 

10.6 

14.4 

14 

4.39 

Bell  Atlantic 

3098.6 

0 

12279  7 

0 

266.3 

13 

1331.6 

1 

8.6 

7.6 

14.2 

13 

3.41 

BellSouth 

3694.5 

1 

14445.5 

1 

386.9 

7 

1506.9 

-8 

10.5 

9  9 

11.5 

15 

3.11 

Centel 

298.7 

5 

1 180.5 

3 

25.7 

158 

1 12.4 

139 

8.6 

3.5 

9.6 

34 

1.31 

Cincinnati  Bell 

271.8 

-4 

1087.9 

7 

16.3 

-36 

42.7 

-53 

6.0 

8.9 

6.7 

30 

0.63 

GTC 

5229.0 

7 

19621.0 

2 

481.0 

1 1 

1529.0 

-6 

9.2 

8.9 

14.0 

18 

1.69 

Nynex 

3243.1 

-6 

13228.8 

-3 

-251.3 

NM 

600.8 

-37 

NM 

1.8 

6.3 

24 

2.98 

Pacific  Telesis  Group 

2466.0 

1 

9895.0 

2 

158.0 

-19 

1015.0 

-1 

6.4 

8  0 

13.1 

16 

2.58 

Rochester  Telephone 

194.6 

23 

703.2 

17 

16.8 

29 

73.3 

47 

8.6 

8.2 

12.9 

13 

2.36 

Southern  New  England  Telecomms.  409.8" 

1 

1632.8 

1 

33.6 

-6 

125.9 

-5 

8.2 

8  8 

10.8 

16 

2.06 

Southwestern  Bell 

2522  4 

3 

9331.9 

2 

316  2 

18 

1 156.5 

5 

12.5 

10  9 

13  2 

15 

3.85 

US  West 

3009.3 

14 

10577.2 

6 

-278.4 

NM 

553.4 

-54 

NM 

13.2 

5.8 

25 

1.38 

23  TRANSPORTATION 

INDUSTRY  COMPOSITE 

29684.0 

4 

114420.1 

3 

-1210.1 

NM 

-1420.8 

NM 

NM 

NM 

-5.0 

NM 

-1.06 

(a)  AIRLINES 

GROUP  COMPOSITE 

12928.4 

9 

50469.0 

6 

-598.9 

NM 

-1598.7 

NM 

NM 

NM 

-28.1 

NM 

-5.44 

Alaska  Air  Group 

264.6 

3 

1 104.0 

5 

-0.9 

NM 

10.3 

-40 

NM 

NM 

13 

82 

0.27 

America  West  Airlines 

326.7 

-6 

1416.9 

8 

-47.8 

NM 

-213.8 

NM 

NM 

NM 

NM 

NM 

-10.00 

AMR 

3404.5 

13 

12887  2 

10 

-124.9 

NM 

-239.9 

NM 

NM 

NM 

-6.1 

NM 

-3.54 

Continental  Airlines  Holding 

1379.0 

0 

5551.0 

-1 1 

4.4 

NM 

-305.7 

NM 

0.3 

NM 

NM 

NM 

-6.74 

Delta  Air  Lines  (6) 

2623.2 

23 

100196 

15 

-187.6 

NM 

-239.5 

NM 

NM 

NM 

-12.8 

NM 

-5.51 

Southwest  Airlines 

350.9 

16 

1313  6 

1 1 

8.8 

NM 

26.9 

-43 

2.5 

NM 

4.3 

65 

0.63 

UAL 

2910.8 

4 

1  1662.6 

6 

-252.6 

NM 

-331.9 

NM 

NM 

NM 

-18.0 

NM 

-14.31 

USAir  Group 

1668.7 

0 

6514.1 

-1 

1.6 

NM 

-305.3 

NM 

0.1 

NM 

-31.6 

NM 

-7.62 

(b)  RAILROADS 

GROUP  COMPOSITE 

8005.9 

2 

30897.5 

1 

-802.1 

NM 

-353.2 

NM 

NM 

6.6 

-2.1 

NM 

-0.49 

Burlington  Northern 

1 192.0 

2 

4559.0 

-2 

54.0 

42 

-306.0 

NM 

4.5 

3.3 

-25.5 

NM 

-3.96 

Consolidated  Rail 

847.0 

1 

3252  0 

-4 

-376.0 

NM 

-2070 

NM 

NM 

9.0 

-7.9 

NM 

-5.39 

CSX 

2276.0 

4 

8636.0 

5 

-356.0 

NM 

-76.0 

NM 

NM 

5.9 

-2.0 

NM 

-0.75 

Kansas  City  Southern  Industries 

160.4** 

15 

610.2 

16 

13.7 

46 

45.7 

10 

8.5 

6.8 

1 1.5 

17 

4.31 

Footnotes  on  page  67 

M  BUSINESSWEEK/MARCH  16,  1992  CORPORATE  SCOREBOARD 


^Zwo  reasons  to  choose  the  Quiet  Cbmpaiiy. 


1,  Keeping  your  business  in  the  family. 

2.  The  superior  financial  strength  of 

Northwestern  Mutual  Life. 

A^rthwestem  Mutual  Life  insurance  has  always  re- 
ceived the  highest  possible  ratings  lor  financial  strength  by 
Moody's,  Standard  &  Poor's,  A.M.  Best  and  Duff  &  Phelps. 
It  has  also  been  consistently  ranked  "the  most  financially 
sound  life  insurance  company"  in  an  annual  Fortune' study. 

Perhaps  that's  why  business  owners  feel  secure  when 
they  rely  on  Northwestern  Mutual  Life  for  their  estate 
and  business  planning  needs. 

The  more  reasons  you  have  for  wanting  the  most  se- 
cure life  insurance,  the  better  the  Quiet  Company  sounds. 

Nprthiyestern 
MutualLi% 

The  Quiet  Company® 


©  1992  The  Northwestern  Mutual  Life  Insurance  Company,  Milwaukee,  Wisconsin.  Reprinted  by  permission  of  Moody's,  Standard  &  Poor's,  A.M.  Best,  DuffS;  Phelps  and  fhrliim: 


COMPANY 


SALES 


PROFITS 


MARGINS 

RETURN  ON 

COMMON 

12 

4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

m 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

1901 

1990 

ENDING 

RATIO 

PER 

S  MIL 

5  MIL 

'$  MIL, 

$  MIL. 

% 

% 

12-31 

2-2 1 

Norfolk  Southern 

1  104.9 

-2 

4451.3 

-4 

-354.6 

NM 

29  7 

-95 

NM 

10.4 

0.7 

NM 

0.20 

Santa  Fe  Pacific 

624  6 

9 

2360.0 

3 

32.8 

NM 

96.4 

NM 

5.3 

NM 

9.3 

22 

0.54 

Union  Pacific 

1801.0 

-1 

7029.0 

1 

184.0 

5 

64.0 

-90 

10.2 

9.7 

1.6 

NM 

0.31 

fc)  TRANSPORTATION  SERVICES 

GROUP  COMPOSITE 

4546.4 

-2 

17788.3 

0 

75.4 

-5 

146.8 

-57 

1.7 

1.7 

3.2 

SO 

0.69 

Air  Express  International 

164.9 

6 

601.9 

6 

4.5 

40 

13  9 

26 

2.8 

2.1 

23.3 

16 

1.82 

Airborne  Freight 

359.2 

13 

1367.0 

16 

6.6 

12 

30.0 

-1  1 

1.9 

1.9 

9.7 

20 

1.40 

Federal  Express  (7) 

1943.4 

-3 

7547  9 

0 

26.5 

-29 

-30.9 

NM 

1.4 

1.9 

-18 

NM 

-0.59 

PHH  (8) 

462  2 

-8 

2004.1 

1 

10.6 

1 

46.4 

-13 

2.3 

2  1 

1 1.4 

13 

2.74 

Ryder  System 

1315.0 

-1 

5061.1 

-2 

211 

76 

65.7 

-20 

1.6 

0.9 

4.1 

33 

0.75 

Trinity  Industries  (9) 

301.8 

-16 

1206.2 

-7 

6.0 

-43 

21.6 

-31 

2.0 

2.9 

6.3 

30 

1.02 

|d)  TRUCKING  &  SHIPPING 

GROUP  COMPOSITE 

4203.3 

3 

15265.3 

4 

115.5 

2 

384.3 

17 

2.7 

2.8 

8.8 

22 

1.65 

Alexander  &  Baldwin 

191.9 

6 

720  7 

7 

28.2 

21 

92.4 

-20 

14.7 

12.9 

12.6 

14 

2.00 

American  President 

668  3** 

2448  7 

s 

1 1  6 

483 

64  0 

1.7 

0.3 

1 2  6 

9 

3  65 

Carolina  Freight 

246.6 

3 

769.2 

4 

-0.5 

NM 

1.6 

-34 

NM 

0.3 

1.2 

82 

0.23 

Consolidated  Freightways 

1006.3 

-8 

4082.3 

-3 

-6.7 

NM 

-40.4 

NM 

NM 

NM 

-9.7 

MM 

-1.52 

GATX 

262.5" 

9 

989.1 

14 

21.1 

-13 

82.7 

0 

8.0 

10.0 

1  1.7 

8 

3.56 

Hunt  (J.  B.)  Transport  Services 

199.0 

25 

734  3 

27 

8  9 

32 

30  1 

0 

4.5 

43 

14.4 

23 

1.30 

Roadway  Services 

1053.5 

10 

3177.0 

7 

51.5 

14 

127.3 

7 

4.9 

4.7 

15.1 

23 

3.27 

Yellow  Freight  System 

575.1 

0 

2344.1 

2 

1.4 

-89 

26.7 

-59 

0.2 

2  3 

5  6 

34 

0.95 

24  UTILITIES  &  POWER 

INDUSTRY  COMPOSITE 

51473.1 

1 

201751.1 

4 

2406.7 

-20 

15221.3 

-7 

4.7 

5.9 

9.0 

16 

1.87 

(a)  ELECTRIC,  WATER  &  COGENERATION 

GROUP  COMPOSITE 

38049.8 

5 

154365.8 

5 

2250.2 

-16 

15129.6 

-1 

5.9 

7.4 

10.1 

14 

2.14 

Allegheny  Power  System 

572.1 

2 

2282  2 

-1 

50.1 

-3 

212.6 

1 

8.8 

9.2 

1 1.6 

12 

3.61 

American  Electric  Power 

1262.0 

-1 

5047.0 

-3 

128.4 

5 

551.5 

0 

10.2 

9.6 

1 1.8 

1 1 

2.70 

Baltimore  Gas  &  Electric 

595.6 

13 

2459.5 

12 

16.7 

NM 

233.7 

33 

2.8 

NM 

8.9 

14 

2.28 
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OMPANY 

SALES 

PROFITS 

MARGINS 

RETURN  ON 

COMMON 

12 

4TH 

12 

CHANGE 

4TH 

CHANGE 

1 2 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE. 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1991 

1990 
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sston  Edison 

329.7 

1 

1319.7 

5 

12.8 

28 

94.7 

19 

3.9 

3.1 

10.2 

12 

1.96 

arolino  Power  &  Light 

624.9 

-1 

2685.8 

3 

59.1 

120 

377.0 

34 

9.5 

4.2 

14.7 

12 

4.53 

interior  Energy 

590.2 

3 

2560.3 
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-5 
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1 1 
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ncinnati  Gas  &  Electric 

395.4 
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1518.1 

6 

34.6 

-47 

207.0 

-12 

8.8 

17.1 

1 1.5 

1 1 

3.32 

smmonwealth  Edison 

1480.4 

12 

6275.6 

18 

-429.6 

NM 

94.9 

-26 

NM 

6  5 

0.3 

NM 

0.08 

snsolidoted  Edison  Co.  of  N.Y. 

1342.7 
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6.9 

8.9 

1 1 .4 

1  1 
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ominion  Resources 

916.5 

10 

3785.7 

7 

97.5 

12 

5116 

2 

10.6 

10.5 

12.0 

12 

2.94 

PL 

260.6 

1 

1005.5 

5 

18  5 

-46 

129.0 

-21 

7.1 

13.2 

11.1 

14 

1.73 

QE 

289.4 

7 

1 199.5 

6 

30  9 

-3 

144.4 
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12.0 

1 1 
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0 
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2 
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49 
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1 
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1 1 

2.64 

orido  Progress 

500.6 

4 

2074.7 

3 

31.1 

-18 

191.3 

-3 
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7.9 

11.0 

14 

3.24 

>L  Group 

1 181.3 

-6 

5249.5 

3 
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26 
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22 

4.5 
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ulf  States  Utilities 

412.2 

1 

1702.2 

1 

20.0 

425 

122.4 

NM 

4.9 

0.9 

3.0 

24 

0.52 

awaiian  Electric  Industries 

262.5 

-5 

1083.8 

7 

15.7 

333 

61.7 

22 

6.0 

1.3 

9.6 

15 

2.40 

ouston  Industries 

1095.4 

9 

4443.7 

6 

64.7 

-12 

463.6 

20 

5.9 

7.3 

1 1.8 

12 

3.28 

inois  Power 

JOO.U 

Q 

1 474  9 

Q 

17  2 

1 09  2 

A  7 
4./ 

NM 

5.3 

21 

1 .04 

onsos  Power  &  Light 

297.7 

14 

1  162.2 

1 

32.6 



77 

89.6 



13 

10.9 

7.1 

13.2 

12 

2.41 

>ng  Island  Lighting 

601.6 

7 

2548.9 

4 

24.6 

-32 

305.5 

-4 

4  1 

6.5 

1 1.0 

10 

2.15 

idwest  Resources 

269.3 

14 

1024.9 

1  1 

14.8 

28 

73.8 

9 

5.5 

4.9 

10.9 

1 5 

1 .36 

ew  England  Electric  System 
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7 

zt/y4.4 

1  A 

Oft 
ZO 

1 90  4 

0  X 

o.o 

7  0 

1 2  6 

]  ] 

2  77 

ew  York  State  Electric  &  Gas 

389.2 

8 

1555.8 

4 

23.0 

4 

168.6 

7 

5.9 

6.1 

10.6 

12 

2.36 

tagaro  Mohawk  Power 

848.6 

9 

3382.5 

7 

35  1 

NM 

243.4 

194 

4.1 

NM 

9.6 

12 

1.49 

ipsco  Industries 

429.0 

1 

1535.2 

1 

44.5 

3 

145.1 

5 

10.4 

10.2 

1 2.9 

1 2 

1 .94 

ortheast  Utilities 
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1  A 

07^T  fi 

AA  A 

00 

070  T 

z/  y.  J 

8.3 

7.5 

1 2  6 

1 2 

2  1 2 

orthern  States  Power 

533.5 

7 

2201.2 

7 

37.1 

15 

207.1 

7 

7.0 

6.5 

12.0 

13 

3.02 

fiio  Edison 

577.6 

1 

2358.9 

5 

59.0 

68 

272.5 

-7 

10.2 

6.1 

10.1 

12 

1.60 

klahoma  Gas  &  Electric 

284.6 

2 

1314.8 

7 

12.3 

-40 

133.9 

-4 

4.3 

7.3 

14,5 

12 

3.27 

acific  Gas  &  Electric 

7 

9778  1 

3 

246  9 

1 4 

1 026  4 

4 

9.4 

8.8 

1 2.4 

1 4 

2.24 

JcifiCorp 

1122.4 

3 

4007.0 

4 

164.6 

20 

507.2 

7 

14.7 

12.6 

14.1 

12 

1.86 
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COMPANY 


SALES 


PROFITS 


4TH  CHANGE          12  CHANGE 

QUARTER  FROM  MONTHS  FROM 

1991  1990           1991  1990 

SMIL,  %             SMIL.  % 


4TH 
QUARTER 

1991 
$MIL 


CHANGE 
FROM 
1990 


12 

MONTHS 
1991 
SMIL 


MARGINS 

CHANGE       4TH  4TH 
FROM     QUARTER  QUARTER 
1990        1991  1990 


RETURN  ON 
COMMON 

EQUITY  PRICE- 
12  MONTHS  EARNINGS 


% 


% 


ENDING 
12-31 


RATIO 
2-21 


12 

MONTHS' 
EARNINGS 
PER 
SHARE 


Pennsylvania  Power  &  Light  655.5  5  2559.7  6  84.7  -2  348.4  1  12.9  13.9  13  3  12  4.01 

Philadelphia  Electric  959.7  5  3975.8  7  92.4  123  534.7  405  9.6  4.6  12.1  11  2.15 

Pinnacle  West  Capital  305.0  -12  1474.6  -7  -428.7  NM  -306.9  NM  NM  2.1  -21.2  NM  -3.91 

Portland  General  251.1  5  889.9  4  -9.1  NM  -7.8  NM  NM  13.6  -2.8  NM  -0.43 


Potomac  Electric  Power                     338.8  10  1552.1  10          27,5  42  210.2  '23  8.1  6.3  11.5  13  1.87 

Public  Service  Co.  of  Colorado           473.6  8  1794.9  4          58.0  47  149.7  2  12.3  9.0  13.3  11  2.48 

Public  Service  Enterprise  Group        1267.4  5  5093.2  6          96.7  -22  573.3  0  7.6  10.3  11.4  11  2.43 

Puget  Sound  Power  &  Light  254.9  -5  956.8        2  29.6  -20  132.8  0  11.6  13.8  13.0  11  2.21 


San  Diego  Gas  &  Electric 

Scana 

SCEcorp 

Southern 


482.5 
283.8 
1886.6 
1888.0 


1789.0 
1147  8 
7502.5 
8049.8 


47.6 
24.9 
125.4 
223.5 


-1 
15 
-35 
94 


208.1 
142.6 
744.8 
984.3 


0 
-24 
-10 
37 


9.9  10.2 

8.8  7.8 

6.6  11.0 

11.8  6.0 


14.5 
13.6 
12.4 
12.6 


12 
12 
13 
11 


3.53 
3.37 
3.21 
2.78 


Teco  Energy 
Texas  Utilities 
Union  Electric 


286.4 
1 151.6 
416.5 


1 154.1 
4893.2 
2096.9 


32.8 
111.7 
14.3 


13 
-12 
-11 


148.9 
-288.4 
321.5 


4 

NM 
9 


1 1.5 
9.7 
3.4 


10.7 
11.0 
3.8 


16.3 

-6.5 
14.3 


15 
NM 
11 


2.55 
-1.98 
3.01 


UtiliCorp  United                                 375.0        40         1075.4      20           26.2          25  73.5        25        7.0       7.8        12  6  13  2.23 

Wheelabrator  Technologies                334.8         12         1173.4        2           28.8          41         126.0      166        8.6       6.9        15.9  23  1.46 

Wisconsin  Energy  401.8  8         1538.9        7  49y  4        195.2  1       12.4      12.9        13.1  13  2.81 


{b|  GAS,  OIL  &  TRANSMISSION 
GROUP  COMPOSITE 


13423.3 


-7  47385.3 


156.5 


-53 


91.7 


-91 


1.2 


2.3 


0.2 


-e.03 


Arkia 

Atlanta  Gas  Light  (3) 
Brooklyn  Union  Gas  (3) 
Columbia  Gas  System 


846.4  5  2777.5  15  13.6  -58  18.0  -82  1.6  4.0  0.5  NM  0.09 

300.2  2  968.7  1  21.2  -11  46.7  -3  7.1  8.1  9.9  17  1.93 
311.1  5  10054  5  36.9  11  65.5  11  11.9  11.2  9.7  13  2.25 

790.3  22  2576.8  9  81.5  34  -794.8  NM  10.3  9.4  -95.4  NM  -15.72 


Consolidated  Natural  Gas 

Eastern  Enterprises 

Enron 

Enserch 

MCN 


757.2 
253.7 
3593.0 
795.6 
393.6 


-10 
5 

-24 
0 
1 


2607.0 
993.1 
13519.5 
2834.7 
1276.3 


95.6 
3.3 

64.6 
3.9 
5.4 


3 

-77 
21 
-89 
-50 


168.6 
29.4 

241.8 
19.1 
36.3 


3 

-54 
20 

-77 
7 


12.6 
1.3 
1.8 
0.5 
1.4 


11.0 
6.0 
1.1 
4.3 
2.8 


9.2 
5.7 

12.8 
0.7 

10.0 


18 
19 
16 
NM 
16 


1.94 
1.30 
2.15 
0.07 
1.42 
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ational  Fuel  Gas  (3) 

272,3 

4 

874.9 

1 

27.0 

28 

54.8 

12 

9.9 

8.1 

10.1 

14 

1.79 

icor 

467.5 

1 

1516.1 

-1 

37.6 

-4 

108.7 

-4 

8.0 

8.4 

15.4 

1  1 

3.71 

acific  Enterprises 

1781.0 

0 

6599.0 

-5 

-217.0 

NM 

-80.0 

NM 

NM 

3.1 

-6.2 

NM 

-1.45 

anhandle  Eastern 

703.7 

-19 

2454.2 

-18 

30.3 

NM 

85.1 

NM 

4.3 

NM 

6.5 

18 

0.86 

soples  Energy  (3) 

346.0 

4 

1 1 17.5 

3 

31.2 

13 

72.1 

24 

9.0 

8.3 

12.7 

12 

2.15 

jnat 

399.6 

-3 

1421.0 

5 

13.2 

-67 

77.9 

-15 

3.3 

9.7 

6.7 

16 

1.82 

ansco  Energy 

793.1 

0 

2738  8 

-1 1 

-139.5 

NM 

-167.4 

NM 

NM 

NM 

-36.1 

NM 

-6.58 

rilliams 

619.1 

14 

2104.7 

16 

47.5 

-9 

1  10.0 

43 

7.7 

9.6 

9.5 

16 

2.35 

PHABETICAL  LIST  OF  COMPANIES 

umber  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


Oc 

Laboratories  12d 
ervices  21e 
ced  Micro  9d 
iystem  31d 
LiFe  &  Casualty  17b 
17b 
ison{H.  F.)  17e 
^oter  Techs  21e 
ireulntl.  23c 
ducts  &  Chemicois  4 
ie  Freight  23< 
Air  Group  23a 
'  Inlemationot  15d 
>-Culver  6d 
on's  lOe 


Aico  Health  Services  12o 
Alco  Standard  5 
A)coo  16a 

Alexander  &  Alexander  17a 
Alexander  &  Baldwin  23d 
Alleghany  17a 
Allegheny  Ludlum  16b 
Allegheny  Power  24a 
Allergon  12b 
AlliontTechsystems  15a 
Allied-Signal  5 
Alltel  22b 

AM  international  18b 
Amnx  16a 
Amdohl  18b 
American  Building  21e 
Amerodo  Hess  lib 


America  West  23a 
American  Brands  6e 
American  Cyanamid  4 
American  Electric  24o 
American  Express  17a 
American  Greetings  14d 
American  Home  12b 
American  Intl.  Group  17b 
American  Medical  12c 
Amertcon  Notional  17b 
American  President  23d 
American  Stores  lOc 
American  TV  20a 
Ameritech  22b 
AmeriTrust  3b 
Ames  Dept  Stores  8 
Ametek  9c 


Amgen  12b 
Amoco  lib 
Amoskeag  ISd 
AMP  9d 
AMR  23a 
Anacomp  18a 
Anheuser  Busch  6c 
Aon  17b 

Apogee  Enterprises  21a 
Apple  Computer  18b 
Applied  Materials  15c 
Archer  Daniels  10b 
Arco  Chemical  4 
Arkia  24b 
Armco  16b 
Armstrong  World  6b 
Arrow  Electronics  21b 


Arvin  Industries  2b 
Asarco  16c 
Ashland  Oil  lib 
AST  Research  18b 
AT&T  22a 
Atkinson  (G.  F.)  21a 
Atlanta  Gas  Light  24b 
AHanHc  Richfield  lib 
Automatic  Data  18< 
AutoZone  8 
Avery  Dennison  15a 
Avnet  21b 
Avon  Products  6d 

B 


Baker-Hughes  11c 
Ball  7a 


Baltimore  G&E  24a 
Banc  One  3b 
Bancorp  Hawaii  3d 
Bandog  2c 
Bank  of  Boston  3a 
Bank  of  New  York  3a 
BonkAmerico  3d 
Bankers  Trust  New  York  3a 
Banto  21d 
BordfCR.)  12d 
Bomett  Bonks  3c 
Boroid  lie 
Bousch  &  Lomb  12d 
Baxter  International  12d 
Bear  Steams  17a 
Bearings  21b 
Beckman  Instruments  9c 


Becton,  Dickinson  12d 
Bell  &  Howell  18o 
Bell  Atlantic  22b 
BellSouth  22fa 
Bemis  7b 
Beneficial  17a 
Bergen  Brunswig  12a 
Best  Buy  6b 
Bethlehem  Steel  16b 
Betz  Laboratories  4 
Beverly  Enterprises  12c 
Black  &  Decker  15b 
Biock(H&R}  17a 
Blockbuster  Ent  14b 
Blount  15a 

Boatmen's  Bancshares  3b 
Bob  Evens  Forms  14a 


Boeing  1 

Boise  Cascade  19a 
Borden  10b 
Boston  Edison  24o 
Bowater  19b 
Briggs  &  Strotton  15c 
Bristol-Myers  Squibb  12b 
Brood  17a 

Brooklyr^  Union  Gas  24b 
Brown  Group  6a 
BrowrvFormon  6c 
Browning-Ferris  21c 
Bruno's  lOc 
Brunswick  14d 
BuHington  Coat  Factory  8 
Burlington  Holdings  15d 
Continued  on  p.  90 
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Continued  from  p.  89 

Burlington  Northern  23b 
Burlington  Resources  lib 

c 


Cabot  4 

Coesars  World  14< 
Coldor  8 
CalFed  17c 
Compbeil  Soup  10b 
Capital  Cities/ABC  20a 
Capital  Holding  17b 
Cardinal  Distribution  12a 
Carnival  Cruise  Lines  14d 
Carolina  Freight  23d 
Carolina  Power  24a 
Carter  Howley  Hole  S 
Carter-Wallace  12b 
Case/'s  General  10c 
Caterpillar  15c 
CBt  Industries  11c 
CBS  20a 
CDI  21a 
Centel  22b 
Centerior  Energy  24a 
Centex  13b 

Central  &  South  West  24a 
Champion  Intemotionol  1^ 
Charming  Shoppes  8 
Charter  Medical  12c 
Chase  Manhattan  3a 
Chemical  Bonking  3a 
Chemical  Woste  21c 


Chesapeake  19b 
Chevron  lib 
Chrysler  2a 
Chubb  17b 
Cigna  17b 
Cincinnati  Bell  22b 
Cincinnati  G&E  24a 
Cincinnati  Milacron  ISb 
Cirde  K  10c 
Circuit  City  Stores  6b 
Circus  Circus  14c 
Citicorp  3a 
Clark  Equipment  ISb 
Clorox  6d 
Coast  Sovings  17c 
Coostol  lib 
Coco-Cola  6c 
Coca-Coto  Enterprises  6c 
Colgate-Pol  moiive  6d 
Coltec  Industries  5 
Columbia  Gos  24b 
Comdisco  18c 
Comerica  3b 
Commerce  Clearing  20b 
Commercioi  Metats  16b 
Commodore  Intl.  18b 
Commonwealth  Ed.  24a 
Commtron  14b 
Compaq  Computer  18b 
CompuCom  Systems  18a 
Computer  Associates  18c 
Computer  Sciences  18c 
Comsot  22a 


ConAgra  10b 
Conner  Peripherals  18b 
Conseco  17b 
Consolidated  Edison  24a 
Cons,  Freightwa/s  23d 
Cons.  Natural  Gas  24b 
Consolidoted  Popers  10b 
Consolidated  Roil  23b 
Consolidoted  Stores  8 
Constor  Intemotionol  7a 
Continental  Airlines  23a 
Continental  Bank  3b 
Continental  Medical  12c 
Control  Doto  18b 
Cooper  Industries  9a 
Cooper  Ttre  &  Rubber  2c 
Coors  (Adolph)  6c 
Corning  15a 
Costco  Wholesale  8 
CPC  Internortonol  10b 
Crone  15a 
Cray  Research  18b 
Crestor  Financial  3c 
Crown  Cork  &  Seal  7a 
CSX  23b 
Cummins  Engine  2b 
Curtice-Burns  Food  lOb 
Cyclops  Industries  16b 
Cyprus  Minerals  16c 

D 


Dairy  Mort  lOc 
Dana  2b 


Donaher  15b 

Drug  Emporium  12a 

Dart  Group  5 

Du  Pont  4 

DataGenerol  18b 

Duke  Power  24a 

Dayton  Hudson  8 

Dun  &  Brodstreet  20b 

Dean  Foods  10b 

Durocell  International  13a 

Deere  15c 

Durr-Filtauer  Medicol  12a 

Delchomps  10« 

DWG  15d 

Dell  Computer  18b 

E 

Delta  Air  Lines  23o 

Delta  Woodside  I5d 

E-Syslems  9b 

Deluxe  18a 

Eagle  Food  Centers  lOc 

Detroit  Edison  24ci 

Eagle-Picher  Industries 

Dexter  4 

Eastern  Enterprises  24b 

Dial  5 

Eostmon  Kodok  14d 

Diamond  Shamrock  lib 

Eaton  2b 

Dibrell  Brottiers  6e 

Echlin  2b 

Diebold  18a 

Eckerd  (Jock)  12a 

Digital  Equipment  18b 

Edison  Brothers  8 

Dillord  8 

Edwords{A.G-l  17a 

Disney  (Walt)  14b 

EG&G  21a 

Dole  Food  10b 

Egghead  18a 

Dollar  General  8 

Electronic  Data  18c 

Dominion  Resources  24a 

Emerson  Electric  9a 

Donnelley  (R.R.)  21d 

Engelhard  4 

Dover  15c 

Enron  24b 

Dow  Chemical  4 

Enserch  24b 

Dow  Jones  20b 

Entergy  24a 

DPL  24o 

Equifax  17a 

DQE  24a 

Bhyl  4 

Dresser  Industries  11c 

Exide  15a 

Exxon  lib 

F 


Family  Dollar  Stores  8 
Fay's  12a 

Federal  Home  loan  17a 
Federol  Express  23c 
FederolNatl.  Mtg,  17a 
Federal  Poper  Board  7b 
Faderol-Mogul  2b 
Federated  Dept.  Stores  8 
Ferro  4 

FHP  International  12c 

Fieldcrest  Connon  15d 

Figgie  International  5 

Fino  lib 

Fingerhut  8 

First  Bank  System  3b 

First  Bronds  15a 

First  Chicago  3b 

First  City  Bancorp.  3d 

First  Fidelity  3a 

First  Finonciol  Mgmt.  17a 

First  Interstate  Boncorp  3d 

Rrstof  America  Bonk  3b 

First  Union  3c 

Firstor  3b 

Fisher-Price  14d 

Fleet/Norstar  3a 

Fleetwood  Enh.  14d 

Fleming  10a 


Florida  Progress  24a 
Flowers  Industries  10b 
Fluor  21a 
FMC  15c 
Food  Lion  lOc 
Foodoramo  lOc 
Foodmaker  14a 
Ford  Motor  2a 
Fort  Howard  19b 
Foster  Wheeler  21a 
Foundotion  Health  12c 
FoxMeyer  12a 
FPL  Group  24a 
Freeport-McMoRan  4 
Fuller  (H.B.)  4 
Fuquo  Industries  5 
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Gannett  20b 
Gap  8 
GATX  23d 
Gaylord  Container  7b 
Gaylord  Ent.  20a 
Geico  17b 
GenCorp  1 
General  Cinema  S 
Generol  Dynamics  1 
Generol  Electric  5 
General  Mills  10b 
General  Motors  3a 
Generol  Public  Uts.  24a 


Generol  Re  17b 
Generol  Signol  15c 
Genuine  Ports  21b 
Georgia  Gulf  4 
Georgio-Pacific  19a 
Gerber  Products  lOb 
Getty  Petroleum  21b 
Giant  Food  lOc 
Gibson  Greetings  14d 
Gillette  6d 
Glotfelter  (P.  H.)  19b 
Glenfed  17c 
GM  Hughes  Electronics 
Golden  West  17c 
Good  Guys  6b 
Goodrich  (B.F.)  4 
GoodyeorTtre  &  Rubber '. 
Grace  (W.  R.)  4 
Grcinger(W.  W.)  21b 
Granite  Construction  21l 
GreatAmericanMgmt.  li  "  '"^ 
Great  A&P  lOc 
Great  Lakes  Chemical  4 
Great  Western  17c 
Grey  Advertising  21d 
Grossman's  8 
Grumman  1 
GTi  22b 

GulfStates'Utilities  24 
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HuntlJ  B  I  23d 
Ftuntington  Boncshores  3b 
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IBM  18b 
IBP  10b 

Illinois  Power  24o 
Illinois  Tool  Woris  15a 
IMC  Fertilizer  4 
Imcero  Group  12d 
Imo  Industries  9c 
Impenol  Holly  lOb 
InaCom  21a 
Ingersoll-Rond  15« 
Ingles  Markets  lOc 
Inland  Steel  16b 
Intel  9d 

Intelligent  Electronics  18a 
tnterco  6b 
Interface  15d 
Intergraph  18< 
Interloke  15c 
Interpublic  Group  21d 
Interstote  Bakeries  10b 
InterTon  Ob 
International  Flovors  Od 
Intl.  Multifoods  10b 
International  Paper  lOb 

in  5 


Jacobs  Engineering  21a 
Jomes  River  19h 
Jar-^esway  8 
Jefferson-Piiot  17b 
Johnson  &  Johnson  12d 
Johnson  Controls  9€ 


Jostens  15a 

Joy  Technologies  15< 

JWP  21e 


Kmart  8 

Kaiser  Aluminum  16o 
Komon  21b 

Kansas  City  Southern  23b 
Kansas  Power  24a 
Kaufman  &  Broad  13b 
Kellogg  lOb 
KelKvood  Oo 
Kelly  Services  21e 
Kemper  17b 
Kerr-McGee  lib 
KeyCorp  3a 
Kimball  Intemationol  Ob 
Kimberly-Clark  19b 
King  WoHd  14b 
Knight-Ridder  20b 
Kroger  10c 
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lo-Z-Boy  Chair  6b 
Lafarge  13a 
Lancaster  Colony  15a 
Lands'  End  8 
Leggett  &  Plott  6b 
Leslie  Fay  6a 
Lilly  (El!)  12b 
Limited  8 

Lincoln  National  17b 
Lftton  Industries  9b 
Li2  Cloiborne  Oa 
Lockheed  1 
Loctite  4 
Loews  17a 


Long  Island  Lighting  24a 
Longs  Drug  Stores  12a 
Longview  Fibre  7b 
Loral  9b 

Lotus  Development  18c 
Louisiono  Lond  lib 
Louisiono-PocHic  19a 
Lowe's  8 
LSI  Logic  9d 
LTV  5 
Lubrizol  4 
Lyondell  4 
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MocylR  H.)  8 
Magma  Copper  16c 
MagneTek  9a 
Manor  Core  12c 
Manufocturers  Natl.  3b 
Mapco  lib 

Marion  Merrell  Dow  12b 

Mark  IV  Industries  15a 

Marriott  14< 

Marsh  &  McLennon  17a 

Marsh  Supermorkets  10c 

Martin  Moriefto  1 

Masco  6b 

Masco  Industries  2b 

Mattel  14d 

Moxtor  18b 

Moxus  Energy  lib 

Maxxam  16a 

May  Department  Stores  8 

Ma/tag  6b 

McCow  Cellular  22a 

McCormick  lOb 

McOermon  Intl.  21a 


McDonald's  14a 
McDonnell  Douglas  1 
McGrow-Hill  20b 
MCI  Communications  22a 
McKesson  12a 
MCN  24b 
Mead  19b 

Medco  Containment  12a 
Media  General  20b 
Medtronic  12d 
Mellon  Bonk  3a 
Melville  8 
Mercantile  Stores  8 
Merck  12b 
Meredith  20b 
Meridian  Bancorp  3a 
Mensel  18o 
Merrill  Lynch  17a 
Merry-GoJiound  8 
Meyer  (Fred)  8 
Michigan  National  3b 
MicroAge  18a 
Microsoft  18c 
Midlontic  3a 
Midwest  Resources  24a 
Miller  (Herman)  18a 
Mitlipore  9c 
Minnesota  Mining  15a 
Mitchell  Energy  lib 
MNC  Financial  3a 
Mobil  lib 
Molex  9d 
Monsanto  4 
Morgan  (J.  P.)  3a 
Morgon  Stonley  17a 
Morrison  14a 
Morrison  Knudsen  21a 
Morton  International  4 


Motorolo  9b 
Multimedia  20a 
Murphy  Oil  lib 
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Nocco  industries  11a 
Noico  Chemical  4 
Nosh  Finch  10a 
Notional  City  3b 
Notionol  Convenience  10c 
Notional  Fuel  Gos  24b 
Notionol  Intergroup  5 
Notional  Medical  12c 
Notional  Semicond-  9d 
Notional  Service  9a 
NationsBank  3c 
Navistar  International  2a 
NBD  Bancorp  3b 
NCH  M 

Neimon  Marcus  Group  8 
Nerco  11a 

Nev<  England  Electric  24a 
New  York  State  E&G  24a 
New  York  Times  20b 
NewmontGold  16c 
Newmont  Mining  16c 
Niagora  Mohawk  24a 
Nicor  24b 
Nike  6a 

Nipsco  Industries  24a 
NL  Industries  4 
Nordstrom  8 
Norfolk  Southern  23b 
Northeast  Utilities  24a 
Northern  Slates  24a 
Northern  Trust  3b 
Northrop  1 
Norwest  3b 


Novell  18« 
Nucor  16b 
NWNL  17b 
Nynex  22b 
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Occidental  Pet.  lib 
Office  Depot  21b 
Ogden  5 
Ohio  Edison  24a 
Oklahoma  G&E  24a 
Olin  4 
Olsten  21e 
Omnicom  Group  21d 
Oracle  Systems  18c 
Orion  Capitol  17b 
Oryx  Energy  lib 
Oshkosh  Truck  2a 
Outboard  Marine  1441 
Owens  &  Minor  12d 
Owens-Corning  13a 
Owens-Illinois  7a 
Oxford  Industries  6a 


Poccor  2a 

Pacific  Enterprises  24b 
PocificG&E  24a 
Pocific  Telecom  22a 
Pocific  Telesis  Group  22b 
PacifiCare  Health  12c 
PacifiCorp  24a 
PoineWebber  Group  17a 
Pomido  Holdings  8 
Panhandle  Eastern  24b 
Poromount  Communs.  14b 
Porker  Honnifin  15a 
Poyless  Coshways  8 


Penn  Central  5 

Penn  Traffic  lOc 

Penney  (J.  C.)  8 

Pennsylvania  Power  24a 

Pennzoil  lib 

Penlair  15c 

Peoples  Energy  24b 

Pep  Boys  8 

PepsiCo  6« 

Perinj  13b 

Perkin  Elmer  9c 

Perry  Drug  Stores  12a 

Pet  10b 

Petrie  Stores  8 

Phzer  12fa 

Phelps  Dodge  16c 

PHH  23c 

Philodelphia  Electric  24a 
Philip  Morris  6e 
Phillips  Petroleum  lib 
Phillips-Von  Heusen  6a 
PHM  13b 
Pier  1  Imports  6b 
Pilgrim's  Pride  lOb 
Pinkerion's  21e 
Pinnacle  West  24a 
Pitney  Bowes  18a 
Pittston  11a 
PNC  Financial  3a 
Polaroid  14d 
Portlond  General  24a 
Potlotch  19b 
Potomac  Electric  24a 
PPG  Industries  13a 
Precision  Costports  16c 
Premork  Intemationol  5 
Premier  Industrial  21b 
Price  8 

Continued  on  p.  92 


The  Epson  Laser  Printer  Line.  This  could  be  the  longest  argument  yet  for  buying  an  Epson®  laser  printer.  And 
a  rather  compelling  one  at  that. 

Not  only  because  Epson  invented  the  computer  printer,  but  because  more  people  use  our  printers  than 
any  other  brand  in  the  world.  Which  should  tell  you  something  about  the  quality  of  the  products 
we  make.  tiv  AcumiMsn  li 

Our  current  laser  line  is  no  exception.  There's  our  easy-to-use,  easy-to-afford  ActionLaser^"  II,  the  perfect 
introduction  to  laser  printing.  Our  powerful  EPL^"^-7500,  rated  PC  World's  "Best  Buy"  among  Adobe® 
PostScript®  lasers,  a  RISC-based  machine  designed  to  handle  the  most  sophisticated  graphics  applica- 
tions. And  our  hard-working  EPL-8000,  able  to  produce  superior  output  in  a  shared  environment  of  up 
to  three  users— without  a  network  or  switchbox. 

Ail  three,  of  course,  come  with  our  lengthy  two-year  warranty,  and  the  kind  of  reliability  that's  made  Epson 
the  longest  running  name  in  printers. 

We  could  go  on  and  on.  But  we'll  leave  that  to  your  Epson  dealer.  For  the  name  of  the  one  nearest 
you,  call  800-289-3776.  TkeEPum 


The  EPL-8000 
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Continued  from  p.  91 
PrimericQ  l7o 
Procter  &  Gamble  6d 
Progressrve  17b 
Promus  14< 
Protective  life  17b 
Provident  Life  17b 
PS  Co,  of  Colorado  24a 
Public  Service  Ent.  34o 
Puget  Sound  Power  24a 


Quaker  Dots  10b 
Quaker  State  lib 
Quanex  16b 
Quantum  Chemical  4 
Quantum  18b 
QVC  Netv.'ork  8 


Ralston  Purina  10b 
Raycfiem  9a 
Raytheon  9b 
Readers  Digest  20b 
Reebok  International  6a 
Republic  New  York  3a 
Reynolds  &  Reynolds  18a 
Reynolds  Metals  16a 
Rhone-Pou!enc  Rorer  12b 
Ricfifood  Moldings  lOa 
Riser  Foods  lOc 
Rite  Aid  12a 
RJR  Nabisco  6e 


Roodwoy  Services  23d 
Rocfiester  Telephone  22b 
Rockwell  International  5 
Rohm  &  Haas  4 
Rohr  1 

Rose's  Stores  8 
Ross  Stores  8 
Rouse  13b 
Rubbermaid  15a 
Ruddick  10c 
Russell  6a 
Ryder  System  23< 
Rykoff-Sexton  10a 
Ryland  Group  13b 
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Safeco  17b 

Safeguard  Scientifics  18c 
Sofety-Kleen  21e 
Safeway  10c 
Salomon  17a 
Son  Diego  G&E  24a 
Santa  Fe  Pacific  23b 
Sara  Lee  lOb 
Savannah  Foods  10b 
Scan  a  24a 
SCEcorp  24a 
Schering-Plough  12b 
Schlumberger  11c 
Schulman  (A  )  4 
Schwab  (Charles)  17a 
SCI  Systems  9b 
Scott  Paper  19b 


Scripps(E  W.)  20b 
Seogote  Technology  18b 
Sears,  Roebuck  8 
Security  Pacific  3d 
Service  Corp,  IntI  21e 
Service  Merchandise  8 
Shaw  Industries  15d 
Shawmut  National  3a 
Sherwin-Willioms  13a 
Shoney's  14a 
ShopKo  Stores  8 
Sigmo-Aldrich  12b 
Signet  Banking  3c 
Silicon  Graphics  18b 
Smart  &  Final  10a 
Smith  (A.  O.)  2b 
Smith's  Food  &  Drug  lOc 
Smithfield  Foods  lOb 
Snop-on  Tools  15b 
Society  3b 
Sonat  24b 
Sonoco  Products  7b 
Southern  24a 
So  New  Eng.  Tel  22b 
Southwest  Airlines  23a 
Southwestern  Bell  22b 
Spiegel  8 

Springs  Industries  15d 
Sprint  22a 
SPX  15b 
St  Poul  17b 

Standard  Commercial  6e 
Stondord  Federal  17c 


Standard  Products  2b 
Standard  Register  18a 
Stanhome  6d 
Stanley  Works  15b 
Staples  21b 
State  Street  Boston  3a 
Stewart  &  Stevenson  15c 
Stone  Container  7b 
Stop  &  Shop  lOc 
Storage  Technology  18b 
Strawbridge  &  Clothier  8 
Student  Loon  Mktg,  17a 
Sun  lib 

Sun  Microsystems  18b 
Sundstrond  1 
SunTrust  Bonks  3c 
Super  Food  Services  lOa 
Super  Rite  10a 
Super  Valu  Stores  lOa 
Supermorkets  Gen  lOc 
Syntex  12b 
Sysco  lOo 
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Tambronds  6d 
Tandem  Computers  18b 
Tandy  18b 
Tech  Data  18a 
Teco  Energy  24a 
Tecumseh  Products  13a 
Tektronix  9c 
Teledyne  5 
Temple-Inland  7b 


Tenneco  5 
Terex  2b 

Tesoro  Petroleum  lib 
Texaco  lib 
Texas  Industries  13a 
Texas  Instruments  9d 
Texas  Utilities  24a 
Textron  5 
Thermo  Electron  9c 
Thiokol  1 
3M  15a 

Thorn  Apple  Valley  lOb 
Time  Warner  20b 
Times  Mirror  20b 
Timken  15c 
TJX  8 

Torchmark  17b 
Tosco  lib 
Toys  'R' Us  8 
Transomerica  17a 
Transco  Energy  24b 
Travelers  17b 
Tribune  20b 
Trinity  Industries  23c 
Trinova  15a 
TRW  5 
Turner  13b 

Turner  Broadcosting  20a 
rw  Holdings  14a 
Tyco  Laboratories  15c 
Tyco  Toys  14d 


Tyson  Foods  10b 
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U  S.  Bancorp  3d 

U  S.  Healthcore  12« 

U  S  Shoe  8 

U  S  Surgical  12cl 

UAL  23a 

UJB  Finoncial  3a 

Unifi  I5d 

Union  Bank  3ci 

Union  Camp  19b 

Union  Carbide  4 

Union  Electric  24a 

Union  Pacific  33b 

Union  Texas  lib 

Unisys  18b 

United  HealttiCare  12< 

United  Stotioners  21b 

United  Technologies  1 

Unitrin  17b 

Univar  21b 

Universal  6e 

Universal  Foods  10b 

Universal  Health  12c 

Unocal  lib 

Unocal  Exploration  lib 

UNUM  17b 

Upjohn  12b 

US  West  22b 

USAir  Group  23a 

USF&G  17b 

use  13a 


USUfe  17b 
UST  6e 

USX-Moralhon  lib 
USX-U.S.  Steel  1«b 
UtiliCorp  United  24a 
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Valero  Energy  lib 
Volhi  5 

Volley  National  3d 

Vol  spar  13a 

Value  City  8 

Vorion  Associates  9b 

Verity  15< 

Venture  Stores  8 

VF  6a 

Viocom  20a 

Villoge  Super  Morket  10c 

Vons  lOc 

Vulcon  Materiols  13a 
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Waban  8 
Wachovia  3c 
Wackenhut  2le 
Wal-Mart  Stores  8 
Walgreen  12a 
Wang  Laboratories  18b 
Wamaco  Group  6a 
Warner-Lambert  12b 
Washington  National  17b 
Washington  Post  20b 
Waste  Management  2I< 


Weirton  Steel  16b 
Weis  Markets  lOc 
Wellman  4 
Wells  Forgo  3d 
Wend/slnll  14a 
Western  Digital  18c 
Western  Publishing  201 
Westinghouse  Electric  9 
WestmoHi  Intl.  12d 
Westmoreland  Coal  11c 
Westvaco  1»b 
Wetterau  lOa 
Weyerhaeuser  19a 
Wheelabrotor  Techs.  24 
Wheeling-Pittsburgh  161 
Whirlpool  6b 
Whitman  S 
Wickes  15d 
Willamette  Industries  t9i 
WiPioms  34b 
Wmn-Dixie  Stares  10c 
Wisconsin  Energy  34a 
Witco  4 
Woolworth  8 
Worthingtan  Inds.  16b 
Wrigley(Wm)Jr  10b 

XYZ 


Xerox  18b 

Yellow  Freight  23d 
York  International  13a 
Zenilh  Electronics  6b 


J  J  Merrill  Lynch  introduces 

tAiuniYield  Insured  Fund. 

Seek  high  Federally  tax-exempt  income  with  insured  municipals. 


unlYleld  Insured  Fund  is  the 
newest  closed-end  municipal 
bond  fund  offered  by  Merrill  Lynch. 
The  Fund  will  invest  at  least  80%  in 
long-term  investment-grade  municipal 
bonds  which  are  insured  for  timely 
payments  of  interest  and  principal. 
The  Fund  has  a  leveraged  capital  struc- 
ture which  could  benefit  shareholders. 
For  more  information,  contact  your 
Financial  Consultant  or  call. 

s 


Call  1-800-637-7455,  ext.  2808 

for  a  brochure  and  prospectus  on  the 
MuniYield  Insured  Fund,  Inc. 

For  more  complete  information,  including  all  charges  and 
expenses,  terms  of  insurance,  and  special  risk  considerations 
associated  witfi  tfiis  Fund,  such  as  the  use  of  a  leveraged  capi- 
tal structure,  request  a  prospectus.  Please  read  it  carefully  before 
you  invest  or  send  money  Income  may  be  subject  to  the  alter- 
native minimum  tax  Information  contained  herein  is  subject 
to  completion  or  amendment  A  registration  statement  relat- 
ing to  these  securities  has  been  hied  with  the  Securities  and 
Exchange  Commission.  These  securities  may  not  be  sold  nor 
may  offers  to  buy  be  accepted  prior  to  the  time  that  the  regis- 
tration statement  becomes  effective  This  communication  shall 
not  constitute  an  offer  to  sell  or  the  solicitation  of  an  offer  to 
buy  nor  shall  there  be  any  sale  of  these  securities  in  any  state 
in  which  such  offer,  solicitation  or  sale  would  be  unlawful 
prior  to  regish^ation  or  qualification  under  the  securities  laws 
of  any  such  state  Insurance  does  not  remove  market  risks.  No 
representation  is 
made  as  to  an  insur- 
er's ability  to  meet 
its  commitments. 


Official  Sponsor  of  The  1992  U  S  Olympic  Team       C)1992  MemW  Lynch.  Pierce,  Fenner  &  Smith  Inc  Member  SIPC 


Merrill  Lynch 

A  tradition  of  trust 
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EIGHTH  NATIONAL  SPACE  SYMPOSIUM 

March  31st  through  April  3rd,  1992 
The  Broadmoor  Hotel,  Colorado  Springs,  CO 


CALL  or  WRITE: 

unite!)  states  space  foundation 

1525  Vapor  Trail,  Colorado  Springs,  CO  80916 
Phon«  (719)  550-1000    Fax  (719)  550-1011 

Illustration  By:   Robert.  A.  Sweeney  (719)  597-8969 
Color  Separations  By:  Spectrum  Inc  ,  Golden,  CO 
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STRATEGIES  I 


KIMBERLY-CLARK'S 
EUROPEAN  PAPER  CHASE 


Looking  for  growth,  CEO  Sanders  is  storming  the  Continent 


SANDERS'  INNOVATIVE  TRAINING  PANTS  FOR  TODDLERS  PUSHED  HIM  INTO  THE  TOP  JOB 


Wayne  R.  Sanders  always  knew 
his  engineering  background 
would  come  in  handy,  but  he 
never  figured  it  would  help  him  design  a 
better  diaper.  Taking  over  Kimberly- 
Clark  Corp.'s  infant  care  unit  in  1987,  he 
found  group  members  at  wit's  end.  They 
had  spent  $12  million  trying  to  make 
disposable  pants  for  potty-training  tod- 
dlers, but  the  team  couldn't  figure  out 
how  to  make  the  pants  stretchy  enough 
that  kids  could  pull  them  off  by  them- 
selves. Sanders  swung  into  action.  Using 
a  new  synthetic  fabric  that  the  company 
was  experimenting  with  elsewhere,  he 
quickly  worked  up  a  prototype. 
The  result  was  Huggies  Pull-Ups, 
one  of  the  company's  most  suc- 
cessful product  introductions. 

That  sort  of  innovation  has  tak- 
en Kimberly-Clark  a  long  way  in 
recent  years.  Under  Darwin  E. 
Smith,  chief  executive  officer 
from  1972  until  last  December, 
the  stodgy  newsprint  and  ciga- 
rette-paper maker  blossomed  into 
a  consumer-products  powerhouse. 
Last  year,  it  earned  $508.3  million 
on  record  sales  of  $6.8  billion,  827' 
of  which  came  from  consumer 


goods  such  as  Kleenex  tissues  and  Ko- 
tex  feminine  products.  Since  1988,  the 
Dallas-based  company  has  generated  a 
stellar  207  average  annual  return  on 
equity. 

Now,  the  task  of  maintaining  that 
brisk  pace  belongs  to  Sanders,  whose 
success  with  Pull-Ups  helped  propel  him 
into  the  CEO's  office.  It's  going  to  be 
rough.  Already,  the  days  of  heady  U.  S. 
growth  are  history.  Domestic  markets 
for  some  of  Kimberly's  products,  such 
as  disposable  diapers,  are  maturing, 
while  price  wars  in  such  major  segments 
as  bathroom  tissue  are  cutting  into  prof- 


EUROPEAN 
SALES  ARE  UP... 


...BUT  PROFITS 
HAVE  SLIPPED 


KIMBERLKURK'S  G 
EUROPMN  REVENUES 


■92       88         89  '90 
▲  BIILIONS  Of  OOlURS  EST,   ▲  MILLIONS  Of  DOLURS 

DATA  COMPANY  REPORTS,  SALOMON  BROTHERS  INC. 


its.  Operating  earnings  last  year  fell  by 
1.6%.  "Wayne  is  going  to  have  a  tougher 
job  than  I  did,"  says  Smith,  who  will 
pass  the  chairman's  title  to  Sanders  in 
April.  "It's  a  lot  easier  to  add  107  to  a 
billion  dollars  than  to  add  107'  to  $7  bil- 
lion, and  that's  what  he  has  to  do." 
■  Sanders,  44,  has  little  doubt  about 
where  growth  lies:  Europe.  Although 
Kimberly  has  been  selling  its  facial  tis- 
sue, paper  towels,  and  feminine  products 
in  Europe  for  decades,  it  is  a  decidedly 
North  American  company.  In  1991,  80% 
of  sales  and  747  of  net  income  came 
from  the  U.  S.  and  Canada.  European 
sales  equaled  only  one-fifth,  or  $959  mil- 
lion, of  North  American  revenue.  While 
Kimberly  also  has  a  presence  in  the 
more  robust  Far  East,  Sanders  sees  the 
post-1992  Common  Market  as  a  simpler 
means  for  growth.  But,  he  concedes, 
"we're  playing  catch-up  in  Europe. 
We've  got  a  big  building  job  to  do." 
HODGEPODGE.  Does  he  ever.  Lacking 
much  of  a  European  infrastructure, 
Kimberly  is  spending  heavily  to  beef  up 
its  sales  force,  distribution  network,  and 
information  systems  there.  A  new  tissue 
plant  went  on  line  in  France  last  fall. 
The  company  has  also  built  or  expanded 
two  mills  in  North  Wales  in  recent  years 
and  will  start  another  in  Britain  this 
spring. 

Its  total  investment  in  European 
plants  has  almost  doubled  since  1988,  to 
$980  million.  That's  a  sizable  chunk  of 
Kimberly's  $2.3  billion-plus  in  capital  ex- 
penditures over  the  past  three  years. 
But  the  lavish  spending,  combined  with 
intense  competition  and  a  sluggish  Euro- 
pean economy,  is  taking  a  toll  on  profits. 
Kimberly's  net  income  from  European 
operations  fell  257  last  year,  to  $28.6 
million,  and  should  be  flat  in  1992. 

Even  with  a  growing  presence  in  Eu- 
rope, Kimberly  faces  a  monumental  mar- 
keting challenge.  When  trade  barriers 
come  down  at  the  end  of  this  year,  the 
Continent  won't  be  the  unified  country 
that  many  would  like  it  to  be.  Instead, 
marketers  will  still  have  to  deal  with  a 
hodgepodge  of  cultures  with  disparate 
tastes — not  to  mention  various 
languages  and,  at  least  for  now, 
currencies. 

Worse,  Kimberly's  major  rivals 
are  already  well  entrenched  in  Eu- 
rope. Procter  &  Gamble  Co.  is  a 
major  force  in  diapers.  James  Riv- 
er Corp.  and  Scott  Paper  Co.  are 
dominant  players  in  Europe's 
bathroom-tissue  market,  particu- 
larly in  France,  where  both  have 
operated  plants  for  several  years. 
"I'm  appalled  at  the  arrogance  of 
Kimberly-Clark,  thinking  they  can 
come  in  and  put  a  plant  up  in  the 
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Nightmare  Scenario  #2 


THE  RUNAWAY 
CASH  SUCKER. 

"Why  didn't  someone  tell  me  this  @$!?& 
network  would  cost  so  much?" 


A lot  of  executives  go  pale 
when  they  see  how  much 
their  computer  networks  are 
really  costing  them. 

"What's  with  all  this  new  pay- 
roll?" they  ask.  "I  thought  this  thing 
was  going  to  save  us  money." 

Too  late.  They're  strapped  to  a 
runaway  cash  sucker  and  heading 
downhill  fast. 

The  fact  is,  the  real  economics  of 
running  a  computer  network  are 
never  even  mentioned  by  the  peo- 
ple trying  to  sell  you  one. 

And  not  knowing  can  cost 
you  plenty. 

Research  proves  Banyan 
more  cost-effective  than 
Novell,  IBM,  DEC  and 
Microsoft. 

Which  brings  us  to  the  research 
report  offered  free  on  this  page. 

It  was  compiled  by  the  Business 
Research  Group,  and  shows  how 

Time  Required  To 

Add  A  Network-Wide  Service 


60    80    100  120    140  160 
Minutes 


LAN 
Manager 

0     20  40 
Business  Research  Group/Newton.  MA  bc16D 

For  sheer  cost-effectiveness. 
Banyan  surpasses  everyone. 


Banyan,®  Novell®  IBM,®  DEC,®  and 
Microsoft®  stack  up  against  each 
other  in  cost  of  operation. 

What  BRG  did  was  to  interview 
the  day-to-day  LAN  managers  at 
180  different  organizations  about 
the  length  of  time  required  to  exe- 
cute 11  typical  network  functions. 


Send  for  this  impartial  suney 
of  network  cost-efficiency.  Its  full 
of  hard,  actionable  data. 

Banyan  won  in  all  1 1  categories. 
Often  by  astounding  margins. 

Whatever  the  job.  administrators 
of  Banyan  VINES-  networks  were 
able  to  do  them  faster. 

And  faster  translates  into  smaller 
staffs  and  lower  cash  outlays. 

Banyan  won  across  the  board 
because  our  unique  integrated 
architecture  greatly  simplifies 
administration.  With  Banyan 
VINES,  cost-efficiency  is  built  in 
from  the  beginning. 


Computer  networks  are  rapidly 
becoming  indispensable  to  busi- 
ness. So  understanding  the  true  cost 
of  networking  is  now  critical. 

The  BRG  report  is  a  good  place 
to  start.  This  is  a  real-world  report 
based  on  the  testimony  of  actual 
network  managers. 

Banyan  is  the  world  leader  in 
simplifying  the  use  and  manage- 
ment of  networks — and  we  can 
show  you  why. 

For  your  free  copy 
of  the  BRG  report, 
call  1-800-828-2404. 

I  1 

Please  send  this  coupon  to:  BANYAN. 
120  Flanders  Road,  Westboro.  MA  01581 
1-800-828-2404. 


il  li 

BANYAN' 

Networking.  Wit  hour  Limiis.' 
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AIRLINES  I 


SOMEONE  UP 

THERE  LOVES  AMERICA  WEST 


Despite  all  odds,  the  bankrupt  carrier  is  still  airborne 


•  •  •  •  v  t  a  •  b  •  i  ■  a 


LONGER  FLIGHTS  AND  A  COLUMBUS  <OHIO)  HUB  COULD  REJUVENATE  THE  PHOENIX-BASED  LINE 


face  of  ail  the  competition,"  snipes  one 
international  competitor.  "They'll  have 
to  buy  their  way  in"  with  price-cutting. 

Not  so,  argues  Sanders.  In  Germany, 
the  company  has  relied  on  continuous 
jjroduct  improvements  and  a  heavy  dose 
of  advertising.  Its  boxed  facial  tissues, 
baby  wipes,  and  paper  towels  dominate 
the  market.  After  less  than  two  years  in 
the  French  toilet-paper  business,  Kim- 
berly  has  muscled  into  the  No.  2  position 
behind  an  entrenched  local  brand  by  vig- 
orously promoting  its  products  as  softer 
and  stronger. 

'MOVING  TARGET.'  Noticeably  absent 
from  Kimberly's  PJuropean  assault  are 
diapers.  While  the  company  has  steered 
clear  of  that  intense  competition  so  far, 
entering  the  fray  is  all  but  inevitable 
given  Kimberly's  success  at  home.  With 
33';  of  the  $4.2  billion  U.S.  market, 
Buggies  leads  both  of  the  P&G  brands. 
Pampers  and  Luvs.  Sanders  isn't  telling, 
but  analysts  think  Kimberly  is  likely  to 
roll  out  its  Pull-Ups  training  pants  first, 
to  make  a  name  for  the  Huggies  brand. 
"It's  a  logical  step  because  they  won't 
be  ruffling  anyone's  feathers,"  says  Sal- 
omon Brothers  Inc.  analyst  Sherman 
Chao.  "There's  no  other  competition." 

Surprisingly,  there's  none  in  the  U.  S., 
either.  Pull-Ups  is  now  a  $300  million 
business  for  Kimberly.  Even  giant  rival 
P&G  has  been  left  in  the  dust.  By  the 
time  P&G  or  another  competitor  comes 
up  with  an  answer  to  Pull-Ups,  Sanders 
boasts,  Kimberly  will  be  way  out  in 
front.  "The  next  two  generations  are  al- 
ready laid  out,"  he  says.  "Pull-ups  will 
be  a  moving  target." 

The  low-key  Sanders  is  allowed  to 
gloat  a  little.  The  lanky  former  Illinois 
Institute  of  Technology  basketball  play- 
er, who  started  with  the  company  as  a 
financial  analyst  in  1975  and  quickly 
bounded  up  the  ladder,  took  a  big  risk 
with  Pull-Ups.  Using  his  new  design 
meant  scrapping  the  original  attempts 
and  taking  a  $12  million  charge  against 
earnings.  After  lab  tests  on  his  model, 
Sanders  gambled  again  by  immediately 
going  to  full  production  with  four  new 
machines  in  the  company's  Paris  (Tex.) 
plant.  In  an  equally  unusual  move,  he 
dragged  the  product  directly  into  stores 
without  market  tests.  "The  business 
strategy  and  product  were  well  thought 
out,"  explains  Smith.  "In  our  business 
judgment,  it  was  a  good  product." 

Now,  Sanders  has  moved  on  to  much 
bigger  risks.  If  he  stays  as  long  as  his 
predecessor,  he'll  have  plenty  of  chances 
to  match  Smith's  track  record.  Just  how 
long  he  stays,  though,  will  depend  a 
great  deal  on  his  adventures  in  Europe. 

By  Stephanie  Anderson  Forest  in  Dallas, 
with  Mark  Ma  rem  on  t  in  London  and 
bureau  reports 
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Most  U.  S.  airlines  greeted  the 
end  of  1991  with  a  measure  of 
optimism.  How,  they  wondered, 
could  1992  be  any  worse?  But  America 
West  Airlines  Inc.  was  another  story.  As 
the  new  year  dawned,  competitors,  ana- 
lysts, and  travel  agents  began  a  death 
watch  on  the  bankrupt  carrier.  Chief  Ex- 
ecutive and  airline  co-founder  Michael  J. 
Conway  had  taken  draconian  measures, 
laying  off  15'  ^  of  his  employees,  cutting 
pay  by  10''  for  the  remaining  12,000, 
and  grounding  15  planes.  But  most  ob- 
servers were  predicting  the  Phoenix- 
based  carrier  would  be  gone  by  the  time 
the  cactus  bloomed. 

Well,  the  cactus  have  been  in  flower 
since  February,  and  America  West  is 
still  flying.  Conway,  the  rough-talking 
son  of  a  Brooklyn  cab  driver,  is  now 
thumbing  his  nose  at  the  doomsayers. 
He's  kicking  off  an  ambitious  plan  to 
build  a  hub  in  Columbus,  Ohio,  and  is 
restructuring  routes  to  move  away  from 
competition  with  formidable  Southwest 
Airlines  Co.  "This  airline  is  too  tough  to 
die,"  boasts  Conway.  Few  would  support 
that  claim,  but  many  observers  are  sud- 
denly more  upbeat.  America  West,  says 
Standard  &  Poor's  Corp.'s  Philip  Bagga- 
ley,  has  "leveled  off  at  the  treetops." 
EASTERN  EXPOSURE.  Passengers  have  fi- 
nally used  up  the  half-priced  tickets  sold 
in  desperation  in  1991,  which  had  put  a 
strain  on  cash  flow.  In  January,  the  car- 
rier reported  achieving  the  lowest  costs 
in  the  industry.  And  bookings  are  up, 
Conway  says.  Two  months  ago,  advance 
bookings  were  307^  below  1990  levels. 
Conway  has  since  bombarded  travel 
agents  with  letters — even  dinners — and 
many  have  come  back.  February's  ad- 
vance bookings  were  on  a  par  with 


1990's,  before  the  war  battered  traffic 

Conway  has  overhauled  the  airline' 
strategy.  Until  recently,  it  flew  mostl; 
short  haul,  operating  mainly  from  it 
hubs  in  Phoenix  and  Las  Vegas.  But  i 
suffered  in  the  competition  with  South 
west,  which  has  rock-bottom  prices.  Sc 
Conway  is  moving  toward  longer  flights 
flying  to  more  Eastern  cities  and  reduc 
ing  service  at  Western  hubs. 

At  the  center  of  the  strategy  is  th' 
airline's  launch  of  a  new  hub  in  Colunn  w 
bus.  As  of  Mar.  1,  America  West  is  oper  - 
ating  26  flights  daily.  Rapid  expansioi 
has  gotten  the  airline  in  trouble  before  u 
But  Conway  is  gambling  that  Columbus  ' 
which  boasts  such  corporate  headquar  ^ 
ters  as  The  Limited,  and  Banc  One,  wil 
bring  in  high-paying  business  travelers 
Conway  claims  America  West  can  re 
duce  average  fares  for  that  market  b; 
30';  and  still  bring  in  30'-;  more  than  it': 
getting  at  its  Las  Vegas  hub. 

The  CFA)  also  believes  a  Columbus  hul 
will  help  raise  badly  needed  cash.  Thi 
airline  had  just  $38  million  of  unrestrict  ap 
ed  cash  as  of  Jan.  31  and  will  get  $1;  5 
million  when  the  sale  of  its  Nagoy;  - 
route   to   Northwest   Airlines   Inc.  i: 
cleared.  But  Conway  is  trying  to  rais* 
$100  million  more,  partly  by  tapping  lo 
cal  businesses. 

Conway  hopes  to  line  up  commitment 
by  April,  two  months  before  the  airlin( 
is  due  to  submit  a  reorganization  plan  t(  5] 
the  bankruptcy  court.  Still,  staying  aliv< 
ultimately  depends  on  an  economic  re 
bound.  "If  they  can  make  it  to  that  ela 
sive  recovery,"  they  have  a  great  shot  a 
survival,  says  analyst  Helane  Becker  0: 
Lehman  Brothers  Inc.  That's  still  a  bij 
"if,"  but  not  as  big  as  before. 

By  Eric  Schine  in  Phoenb 
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OPEN  IN  CASE  YOU  WANT 
QUALITY  CARE  AND  COST  CONTROL 
FROM  ONE  OF  AMERICAS  LARGEST 
HEAi;.TH  CARE  NETWORKS. 


The  Travelers'  commitment  to 
quality  products  and  cost  control  starts 
with  35,000  employees  dedicated  to 
customer  satisfaction. 

Of  these,  12,000  work  exclusively  in  our 
Managed  Care  and  Employee  Benefits 
Operation. 

That's  the  real  Travelers  difference. 
But  the  numbers  get  even  more  impressive. 
50,000  caresfully  selected  and  credentialed  physi- 
,  dans  and  spetialists  and  600  hospitals  in  130  major 
■  metropolitan  areas. 

$1 . 6  bUlion  in  new  business  in  1990  —  testimony  to 
a  company  whose  health  care  network  delivers 
appropriate  care  more  efficiently  through  local  medi- 
cal management.  A  company  that  customizes  pro- 
grams because  it  understands  that  not  all  businesses 
are  the  same.  A  company  committed  to  avoiding 
illness  —  and  expense  —  through  wellness  and  coun- 
I  seling  programs. 

j     Two  more  numbers  to  be  remembered.  The 
j  Travelers  is  backed  by  $55  billion  in  assets  and  by 
j  a  127  year  traditiori  of  service. 

This  is  Managed  Care  The  Travelers  Way. 

The  Travelers  Insurance  Company  and  its  Affiliates 
Hartford,  Connecticut  06183 

Thelraveler^J 

You're  better  off  under  the  Umbrella! 


)  1991  The  Travelers  Corporation. 


DETROIT 
SOUTH 

MEXICO'S  AUTO  BOOM:  WHO  WINS,  WHO  LOSES 


Way  uphill  from  the  Mexican 
city  of  Toluca,  in  the  shadow 
of  a  snow-covered  volcano, 
Dane  Sanchez  has  built  a  small  cinder- 
block  house  for  his  family.  The  house 
has  no  plumbing,  no  furniture,  no  heat 
for  the  cold  mountain  nights.  This 
sparse  country  life  is  what  he's  used  to. 
But  unlike  his  parents  and  grandpar- 
ents, who  lived  off  the  land,  the  26-year- 
old  Sanchez  has  a  fac- 
tory job.  Every  day, 
he  catches  a  bus  for 
the  one-hour  commute 
to  Toluca,  where  he 
works  as  a  welder  in 
Chrysler  Corp.'s  as- 
sembly plant.  Many  of 
the  Dodge  Spirits  and 
Shadows  he  welds  to- 
gether head  straight 
north,  to  the  U.  S. 
market. 

For  Sanchez,  the 
factory  job  means 
hard  work  for  a  badly 
needed  $78  a  week. 
But  by  moving  from 
the  cornfields  to  the 
car  factories,  he  and 
thousands  of  other 
Mexican  workers  are 
actually  stepping  into 
a  drama  of  continental 
proportions.  They  are  emerging  as  a 
low-cost,  high-quality  work  force  that 
will  help  reshape  the  North  American 
auto  industry. 

Call  it  Detroit  South.  With  each  year, 
Mexican  laborers  are  producing  more 
and  more  of  America's  cars.  In  Febru- 
ary, General  Motors  Corp.  stunned 
Americans  with  factory  closings  across 
the  U.  S.  and  Canada  that  would  shift 
some  jobs  to  Mexico.  Engine  production, 
for  example,  will  leave  Moraine,  Ohio, 
with  the  loss  of  549  jobs,  for  GM's  plant 
in  Toluca.  And  while  the  company's  Wil- 
low Run  (Mich.)  plant  got  the  ax,  the 


SUCCESS:  FORD'S 
PLANT  IS  KNOWN 


facility  in  Arlington,  Tex. — near  low-cost 
suppliers  in  Mexico — survived. 

There's  no  mistaking  it.  A  new  big- 
league  car  producer  is  quietly  rising 
south  of  the  border.  Mexican  workers — 
earning  just  $10  to  $20  a  day — are  build- 
ing hundreds  of  thousands  of  Ford  Es- 
corts, Buick  Centuries,  and  Dodge  Ram- 
chargers  and  sending  them  north.  Even 
if  negotiations  for  a  North  American 
Free  Trade  Agree- 
ment (NAFTA)  bog 
down.  Big  Three  exec- 
utives expect  the  Mex- 
ican industry  to  dou- 
ble by  the  year  2000, 
to  2  million  vehicles. 
And  with  an  agree- 
ment, says  Ford  Mo- 
tor de  Mexico  Presi- 
dent Victor  Barreiro, 
"we  could  be  making 
3  million  units  a  year 
here,  or  more."  Last 
year,  Mexico  topped  1 
million  vehicles,  and 
exports  surged  367", 
to  358,000. 

'INTEGRAL.'  By  the  end 

of  the  decade,  one  in 
six  cars  and  light 
trucks  made  in  North 
America  could  come 
from  the  new  Detroit 


HERMOSILLO 
FOR  QUALITY 


South.  From  a  sprawling  network  of  fac- 
tories, many  of  them  new,  the  Big  Three 
will  specialize  in  small  cars,  suited  for 
Mexico's  market.  But  nearly  half  of 
them  will  be  exported  back  to  the  U.  S.. 
up  from  a  third  today.  Since  Mexico's 
labor  is  so  cheap,  U.  S.  companies  will 
continue  to  cut  capital  costs  by  using 
fewer  robots  and  less  pricey  machinery. 
The  advantages  may  even  persuade  De- 
troit to  shift  production  of  small  cars 
like  the  Pontiac  LeMans,  now  built  by 
Korea's  Daewoo,  back  to  this  hemi- 
sphere. Parts  suppliers  also  will  shift 
south.  "We're  looking  at  Mexico  as  an 
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I  MEXICO'S 
CAR  FEVER 

PRODUCTION  IS  SOARING. 
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EXPORTS  ARE  EXPLODING. 
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...AND  SO  ARE  SALES 

PERCENT  CHANGE  IN  GROWTH  IN 
LIGHT-VEHICLE  SALES  FROM  1985  TO  2000 


U.S. 


0.7% 


CANADA  -1.0% 
MEXICO  435.7% 
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integral  part  of  our  North  American 
plans,"  says  Robert  L.  Gualdoni,  director 
of  planning  for  parts  maker  Allied-Sig- 
nal Inc. 

At  the  same  time,  Detroit  will  supply 
Mexico's  market  with  other  models  from 
plants  in  the  north.  Soon,  companies 


With  results  like  that,  Detroit's  be- 
leaguered auto  makers  are  quietly  jubi- 
lant. Afraid  to  set  off  a  firestorm  of 
protest,  however,  the  auto  makers  are 
loath  to  discuss  their  Mexican  strategies. 
Admits  one  Big  Three  executive  in  Mexi- 
co City:  "We'd  put  up  a  lot  more  plants 


DARIO  SANCHEZ 
DELGADO 

26.  married, 
two  children 
WORK  Welder  at 
Chrysler  plant  ui 
Toluca,  Mexico 
SENIORITY  5  years 
PAY  $1.75  an  hour 
BENEFITS  Mandated 
profit-sharing,  extra 
vacation  pay,  one 
month's  bonus  at 
Christmas,  a 
one-cent  lunch 
EDUCATION  Jr.  high 


could  be  shipping  cars  and  parts  across 
the  Rio  Grande  as  if  it  were  just  another 
stiite  line.  With  a  savings  of  up  to  $1,000 
a  car,  the  new  partnership  between  First 
and  Third  World  neighbors  could  get  the 
U.  S.  auto  industry  back  into  the  race 
with  Japan. 

Detroit  is  betting  it  can  meet  Japanese 
prices — and  quality — with  its  new  work 
force  south  of  the  border.  The  stakes 
could  hardly  be  higher.  For  Mexico,  it's 
a  bold  bid  to  parlay  two  of  its  biggest 
assets,  a  low-cost  work  force  and  a 
2,000-mile  border  with  the  U.  S.,  into 
winning  a  place  among  industrialized  na- 
tions. For  Detroit  and  the  U.  S.,  the  pay- 
off could  be  a  stronger  North  America 
Inc.  Many  believe  that  a  prosperous 
Mexico  will  soak  up  U.  S.  goods,  spur 
higher-value  jobs  up  north,  and  make 
the  continent  more  competitive.  But  anx- 
ious American  workers  are  losing  jobs 
today  with  only  the  promise  that  man- 
agement's gambit  in  Mexico  will  bring 
better  jobs  tomorrow  (page  103). 
QUIET  SHIFT,  How  did  Mexico  become  "a 
must"  in  autos?  A  startling  discovery 
clinched  its  status.  Mexican  auto  work- 
ers, it  seems,  not  only  are  dirt  cheap  but 
can  also  deliver  quality.  In  Detroit's 
view,  Mexico's  young  work  force  adapts 
more  quickly  to  new  industrial  regimes 
than  entrenched  workers  in  the  Rust 
Belt.  The  workers  in  GM's  Ramos  Arizpe 
plant,  for  example,  quickly  mastered 
Japanese-style  manufacturing  tech- 
niques to  become  GM's  No.  1  plant,  set- 
ting companywide  quality  records. 


in  Mexico  if  it  weren't  for  the  UAW." 

The  Big  Three  are  tiptoeing  because 
they  know  the  reshuffling  of  America's 
already  limping  auto  sector  is  inflicting 
enormous  pain.  And  workers  aren't  let- 
ting the  jobs  go  south  without  a  fight. 
The  UAW  is  pushing  hard  to  spike  the 
free-trade  agreement.  If  they  don't, 
"you  can  kiss  the  jobs  and  livelihoods  of 
thousands  of  Americans  goodbye,"  says 
UAW  President  Owen  F.  Bieber.  If  the 
FTA  is  passed,  the  UAW  wants  a  clause 
written  into  it  protecting  U.  S.  jobs. 

U.  S.  auto  workers  aren't  just  battling 
Mexico's  low  wages.  They  see  them- 
selves pitted  against  a  young,  malleable 


work  force  amenable  to  the  manufactur 
ing  revolution.  This  Japanese-style  sys- 
tem, which  has  caught  on  in  Mexico, 
calls  for  a  flexible  labor  force,  where 
highly  trained  workers  in  small  teams 
can  jump  into  each  other's  jobs  and  mon 
itor  quality  each  step  of  the  way.  Some 
workers  have  taken  to  quality  programs 
with  a  near-religious  zeal.  Singing 
groups  at  Ramos  Arizpe  have  even  re 
corded  odes  to  quality  manufacturing.  In 
Planta  Mia,  workers  sing,  "Ay,  dear 
assembly  plant,  with  your  people  so  unit- 
ed and  responsible. .  .  ." 

Although  workers  at  GM's  Saturn  and 
Ford's  Wayne  (Mich.)  Escort  factory 
have  adopted  this  nimble  approach, 
many  U.  S.  plants  are  still  hobbled  by 
rigid  work  rules.  Now,  Mexico's  success 
gives  carmakers  leverage  to  push 
changes  back  home.  The  message 
couldn't  be  clearer.  "When  they  start 
sending  big-ticket  items  down  there,  it 
puts  the  fear  in  you,"  says  Michael 
Schultz,  a  36-year-old  welder  at  Chrys- 
ler's  Sterling  Heights  (Mich.)  plant. 

Mexico  is  hardly  the  Big  Three's  se- 
cret. Nissan,  the  lone  Japanese  carmak- 
er in  Mexico,  supplies  Sentras  and  mini- 
vans  to  the  Mexican  market  from  its 
aging  plant  in  Cuernavaca.  But  it  is 
spending  $1  billion  on  expansions  and 
new  assembly  plant  in  Aguascalientes  to 
make  Sentras  for  export.  And  it  is  bring- 
ing suppliers  in  tow.  The  Europeans  also 
view  Mexico  as  a  vital  export  platform. 
Volkswagen  is  battling  the  Honda  Ac- 
cord with  its  Mexican-made  Jettas.  Even 
Mercedes,  which  is  losing  ground  in  the 
U.  S.  to  Japan's  top-drawer  Infiniti  and 
Lexus  models,  is  gearing  up  to  make 
luxury  cars  in  Mexico  within  a  year.  "If 
we  weren't  convinced  we  could  train  peo- 
ple to  Mercedes  level,  we  wouldn't  start 
the  operation,"  says  Andreas  Sperl,  CEO 
of  Mercedes-Benz  Mexico. 


MICHAEL  SCHULTZ 

36,  married,  one  child 
WORK  Welder  at 
Chrysler's  Sterling 
Heights  (Mich.)  plant 
SENIORITY  17  years 
PAY  ,$16  an  hour 
BENEFITS  Paid  vacation, 
full  health  care, 
income  protection 
for  layoffs 

EDUCATION  High  school, 
working  on  associate 
degree 


100  BUSINESS  WEEK/MARCH  16,  1992 


COVER  STORf 


ALL  REVVED-UP  SOUTH  OF  THE  BORDER 


1 

)etroit  would  like  to  keep  Mexico  for 
ilf,  and  that's  one  of  the  most  conten- 
ts issues  being  discussed  in  three-way 
fth  American  trade  talks.  To  discour- 
■  foreigners  from  using  Mexico  as  an 
)ort  base,  Detroit's  lobbyists  are 
;hing  hard  to  establish  high  North 
lerican-content  requirements.  Such 
3S  would  force  Japanese  exporters  in 
xico  to  source  locally  or,  better  yet, 
y  out.  But  the  Mexicans  don't  want  to 
re  away  Toyota  Motor  Corp.  and 
nda  Motor  Co.,  which  are  waiting  to 
how  a  NAFTA  turns  out. 
N-wiN.'  While  defending  its  south 
ik  from  the  Japanese,  Detroit  is  cash- 
in  on  Mexico's  ravenous  home  mar- 
.  Unit  sales  in  Mexico  rocketed  last 


year  by  179',  as  consumers  emerged 
from  eight  years  of  debt  doldrums.  Mex- 
ico's car  market  is  expected  to  grow  far 
faster  in  the  1990s  than  northern  mar- 
kets (chart,  page  99),  and  that  growth, 
say  Big  Three  executives,  should  defuse 
criticism  of  their  southern  strategy. 
Mexico's  production  for  its  home  mar- 
ket, they  expect,  will  gobble  up  billions 
of  dollars'  worth  of  U.  S.  parts,  which 
should  eventually  translate  into  more, 
not  fewer.  Rust  Belt  jobs.  "We're  Mexi- 
co's natural  supplier,"  says  Peter  G. 
Morici,  professor  at  the  University  of 
Maine.  As  Mexican  workers  get  better 
salaries,  they  will  also  snap  up  U.  S.- 
made  consumer  goods.  "It's  win-win." 
Detroit's  courtship  with  Mexico  start- 


ed in  earnest  in  the  late  1960s,  when  the 
auto  makers  opened  up  low-wage  assem- 
bly plants,  known  as  maquiladoras,  on 
the  south  side  of  the  U.  S.-Mexican  bor- 
der. For  $4  or  $5  a  day,  Mexican  workers 
threaded  wires  into  cables  and  stitched 
upholstery.  The  materials  were  shipped 
down  in  pieces  and  came  back  assem- 
bled. When  the  Japanese  challenge  heat- 
ed up  in  the  1980s,  Detroit  moved  more 
work  to  the  maquiladoras.  Today,  some 
100,000  Mexicans  work  for  U.S.  auto 
companies  in  scores  of  border  plants, 
many  of  them  now  increasingly  sophisti- 
cated operations. 

By  the  mid-1980s,  Detroit  needed  more 
than  maquiladoras.  The  Japanese  were 
setting  up  their  own  plants  in  America's 
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rural  Midwest,  where  they  found 
young,  nonunion  workers.  Detroit 
would  answer  this  challenge 
with  transplants  of  its  own — in 
Mexico. 

Ford  started  the  trend.  Work- 
ing with  their  partners  at  Mazda 
Motor  Corp.,  Ford  executives  set- 
tled on  the  desert  cattle  town  of 
Hermosillo,  a  five-hour  drive  from 
Tucson.  There,  they  found  what 
they  were  looking  for — lots  of 
young,  educated  workers  with  no 
auto  experience.  Once  they  were 
trained  to  build  cars  the  new, 
leaner  way,  these  youthful  cow- 
hands and  clerks  would  form  a 
new  generation  of  Mexican  auto 
workers,  the  Detroiters  surmised. 
Ford  sent  workers  to  Spain  and 
Japan  for  training  and  began 
building  a  $500  million  clone  of  a 
Mazda  plant. 

TRENDSETTER.  By  late  1987,  the 
new  plant  was  pumping  out  Maz- 
das disguised  as  Mercury  Tracers 
and  shipping  them  to  California. 
The  cars  were  cheap.  But  they 
also  had  to  match  Japanese  cpiali- 
ty,  and  surprisingly,  they  did. 
Within  two  years,  Hermosillo  was  win- 
ning quality  awards.  Researchers  at 
Massachusetts  Institute  of  Technology 
proclaimed  Hermosillo  a  trendsetter  and 
profiled  it  in  a  book.  The  Machine  that 
Changed  the  World. 

Ford  now  describes  Hermosillo  as  a 
stepping-stone  for  both  personal  and  re- 
gional development.  When  workers  step 
from  the  dusty,  scorching  desert  into  the 
air-conditioned  plant,  with  its  new  Japa- 
nese robots  and  stamping  machines, 
they  are  clearly  passing  from  the  Third 
World  into  the  First.  Ford  drills  this 
point  home,  emphasizing  the  educational 
and  technical  side  of  its  operation.  Work- 
ers are  called  "operators"  or  "techni- 
cians." In  a  seven-week  program,  train- 
ees are  called  becarios,  or  scholarship 
students.  They  study  statistics  and  ergo- 
nomics. Only  becarios  who  pass  tests 
with  an  807'^  grade  are  summoned  to  a 
graduation  ceremony  and  given  diplo- 
mas. "That  day,  they  get  their  blue-and- 
white  Ford  uniforms  and  a  job,"  says 
Sergio  Leon,  a  [jersonnel  manager. 

By  contrast,  most  U.  S.  plants  haven't 
hired  new  workers  in  years,  since  the 
domestic  industry  has  contracted  so 
much.  These  experienced  workers  typi- 
cally get  a  few  days  of  training  each 
summer  when,  their  plant  shifts  to  pro- 
ducing the  next  year's  models. 

If  the  inspiration  at  Ford  is  ascension 
to  the  First  World,  the  quality  fervor  at 
GM's  Ramos  Arizpe  plants,  some  1,000 
miles  east  of  Hermosillo,  borders  on  the 
religious.   Workers   are   grouped  into 
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teams,  like  Hermosillo's,  and  undergo  in- 
tensive (|uality  indoctrination.  As  a  re- 
sult, the  CM  plant  looks  like  a  shrine  to 
quality  control.  Blue  triangles  hang  on 
every  wall,  reminding  workers  of  the  GM 
triad:  quality,  productivity,  people.  Quali- 
ty credos  are  posted  in  the  hallways, 
hammering  home  the  same  themes.  The 
symbols,  credos,  and  hymns  are  neces- 
sary, says  Leo  Duron,  the  training  direc- 
tor, "to  keep  the  faith  alive,  so  that  the 
new  people  keep  believing."  But  natural- 
ly, workers  joke  about  management's 
crusade  and  admit  to  their  own  foibles, 
like  coming  to  work  hung  over  from 
time  to  time. 

GLEAMING  BUICKS.  But  they're  also  mak- 
ing good  cars.  In  five  years,  Ramos 
Arizpe  has  become  GM's  top  plant. 
Ciraphs  covering  the  bulletin  boards  re- 
mind the  Mexicans  that  they  are  out- 
scoring  their  U.  S.  and  Canadian  coun- 
terparts in  Oklahoma  City  and  Ste. 
Therese,  Quebec.  GM's  engine  plant  in 
Toluca,  close  to  Mexico  City,  has  adopt- 
ed a  similar  program,  with  equally  im- 
pressive results.  It  has  been  three  years 
since  GM  auditors  last  found  a  defect  in 
one  of  Toluca's  engines.  Toluca  manag- 
ers compare  their  plants  "to  the  world- 
class  foundries  in  Japan  and  Europe," 
says  Plant  Manager  Gonzalo  Garcia, 
with  nary  a  glance  to  the  U.  S. 

GM's  success  in  Mexico  is  a  testament 
to  labor-intensive  manufacturing.  Since 
each  car  built  in  Mexico  saves  the  com- 
pany $700  to  $1,000,  managers  say 
they've  no  reason  to  automate  until 
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Mexican  salaries  rise  toward  the 
U.  S.  level — eight  times  higher, 
Unlike  Ford's  automated  Hermo-  ^' 
sillo  factory,  Ramos  Arizpe  has 
only  one  robot,  in  the  paint  sec- 
tion. Other  auto  companies  are 
also  betting  on  the  labor-driven 
quality.  Nissan's  new  plant  in 
Aguascalientes  will  have  only 
half  the  automation  of  its  trans- 
plant in  Smyrna,  Tenn.  "I'm  confi- 
dent we'll  produce  higher  quality 
than  Smyrna,"  says  Nissan  Mexi-ft'*"' 
cana  President  Shoichi  Amemiya, 

To  meet  their  quality  goals,  gmIi'»*^ 
workers  in  Mexico  conduct  meet-  s^*"^ 
ings  nearly  every  day,  often  inp' 
glass  booths  on  the  factory  floor. 
While  gleaming  Buick  Centurys 
roll  past  the  booth,  v/orkers  gath 
ered  inside  review  chronic  prob 
lems.  One  day  recently,  a  group 
studied  a  chart  of  hazards  to  the 
cars'  paint  finish.  Too  many  work 
ers,  they  noted,  were  circulating 
in  the  plant  with  exposed  belt 
buckles  and  key  chains.  "Each 
week,  we  pick  out  one  discrepan 
cy  to  work  on,"  says  Mario  Es- 
trada, a  team  leader. 
Even  though  they  want  to  reap  more 
minor  miracles  of  industrial  relations, 
the  Big  Three  know  they  can't  move  too 
fast.  As  with  a  $750  million  retooling  of  Miploy 
the  Ford  engine  plant  in  Chihuahua,  De- 
troit is  not  announcing  new  plant  open- 
ings in  Mexico  as  much  as  it  is  gearing 
up  production  at  existing  facilities.  This  sti 
reflects  Detroit's  cash  woes  and  overca-  itiiit 
pacity  in  the  U.S.  And  keeping  a  low  nJlie 
profile  makes  political  sense — on  both  iW 
sides  of  the  border.  \  Lota 

Officials  worry  about 
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U.WV  and  fanning  opposition  to  the  trade 
talks.  They  also  want  to  avoid  stoking 
fears  of  closings  at  the  older  plants  near 
Mexico  City.  Such  concerns  could  spark 
costly  strikes  and  protests.  Only  two 
years  ago,  a  wildcat  strike  at  Ford's  IIikI  li 
Cuautitlan  plant  bottled  up  production  |«rtsi 
for  months.  Later,  an  "official"  union 
goon  squad  attacked  wildcat  strikers 
with  guns  and  pipes,  killing  one  worker 
and  poisoning  labor  relations.  More  such 
conflicts  could  occur,  especially  in  Mexi- 
co's Rust  Belt  around  the  capital.  There 
an  older,  more  militant  work  force  may 
break  away  from  official  unions  and 
fight  to  keep  jobs  from  migrating  north. 

While  openings  and  closings  of  assem- 
bly plants  make  the  headlines  today, 
much  of  the  north-south  job  war  in  com- 
ing years  will  center  around  auto  parts, 
not  finished  cars.  For  now,  Mexico's 
auto  boom  is  keeping  U.  S.  auto-parts 
makers  busy.  But  changes  are  ahead. 
Already,  the  Big  Three,  as  well  as  Japa- 
nese and  German  auto  makers  in  Mexi- 
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arc  prossin}^  suppliers  to  move  south. 
\g  shipments  from  the  Rust  Belt 
;e  costs,  they  say.  And  transport  sna- 

in  Mexico  interfere  with  the  plants' 
L-in-time  programs.  As  the  Mexican 
ustry  grows,  parts  makers  will  face 
iwing  pressure  to  move  or  team  up 
h  a  Mexican  partner.  Says  University 
Maine's  Morici:  "The  Mexican  auto- 
ts  sector  has  no  place  to  go  but  up." 
Ls  they  look  into  the  future,  auto  ex- 
tives  can  see  other  pressures  build- 
.  For  now,  the  Mexican  government 
1  the  unions  it  controls  are  subsidiz- 

Detroit's  migration  by  holding  down 
^es.  But  with  time,  Mexican  auto 
rkers  surely  will  flex  their  muscles 
I  demand  higher  pay.  That  will  put 
:ie  pressure  on  Detroit's  south-of-the- 
•der  profits,  but  it  might  create 


enough  economic  vitality  to  ease  pain 
back  home.  More  money  in  Mexican 
pockets  should  pay  off  for  both  coun- 
tries, a  trend  that  could  be  glimpsed  in 
Ramos  Arizpe  last  summer.  When  GM 
handed  out  profit-sharing  envelopes  to 
workers,  averaging  $2,000,  hundreds 
raced  north  to  buy  used  cars  in  Texas. 
UNSTOPPABLE.  That  hardly  spells  quick 
relief  in  Detroit,  where  the  future  is  as 
murky  as  March  slush.  The  question 
there  and  across  America  is  how  to  soft- 
en the  blow  for  thousands  of  auto  and 
auto-part  workers.  Forced  to  raise  their 
market  value,  many,  such  as  Chrysler's 
Schultz,  are  taking  college  courses, 
training  themselves  for  new  professions. 
But  the  challenge  of  how  to  live  in  the 
global  economy  isn't  one  that  individuals 
can  meet  alone.  Instead,  a  national  com- 


mitment will  be  needed  to  find  a  place 
for  displaced  U.  S.  workers  in  the  new 
North  America. 

That  has  to  happen  sooner  rather  than 
later.  No  matter  what  happens  at  the 
political  level,  the  merger  of  Detroit 
South  and  North  is  unstoppable.  This  is 
just  the  first  taste  of  the  drama  that  will 
be  played  out  across  hundreds  of  indus- 
tries sweeping  up  millions  of  workers  on 
both  sides  of  the  border.  Joining  the 
First  and  Third  Worlds  needs  careful 
managing.  A  botched  job  could  lead  to 
recriminations  for  decades  to  come.  But 
done  right,  the  new  continental  alliance 
could  revitalize  America's  hard-pressed 
industries  for  the  next  century. 

By  Stephen  Baker  in  Ramos  Arizpe,  with 
David  Woodr'uff  in  Detroit  and  Elizabeth 
Weiner  in  New  York 


HOW  DO  YOU  COMPETE  WITH  $1-AN-H0UR  WAGES? 


argaret  McAvoy  can't 
forget  the  scene:  more 
than  8,000  friends  and 
lighbors  standing  outside  in  a 
eezing  morning  drizzle  last  No- 
mber.  They  had  been  waiting  up 
nine  hours  to  apply  for  180  part- 
ne,  $5-an-hour  jobs  at  a  new 
al-Mart  store.  To  McAvoy, 
liawassee  County's  director  of 
nployment  and  training,  it  was  a 
■d  commentary  on  job  prospects 
r  the  16,322  citizens  of  Owosso, 
ich.  "Look,  I'm  not  a  politician," 
le  sighs.  "I'm  the  person  looking 
the  guy  across  from  my  desk 
id  hearing  every  day,  'I'm  unem- 
oyed,  Margaret.  What  do  I  do?'  " 
Located  on  rolling  farmland  be- 
/een  the  faded  industrial  power- 
)uses  of  Lansing  and  Flint, 
wosso  now  finds  itself  in  the  mid- 
e  of  the  debate  over  Mexico's 
-owing  auto  industry,  a  North 
merican  Free  Trade  Agreement, 
id  U.  S.  jobs.  Its  pain  and  pros- 
;cts  are  being  shared  by  count- 
ss  small  factory  towns  across  America. 
Last  year  alone,  five  auto-parts  mak- 
•s  shut  their  doors  in  Owosso,  costing 
le  city  720  jobs.  Of  those  jobs,  58% 
ere  transplanted  to  Mexico.  Owosso's 
?erage  hourly  wage  of  $6  was  $8.70 
I'iow  the  national  industrial  average, 
\i  no  competition  against  the  $1  an 
)ur  or  so  paid  in  Mexico. 
ILLS  TO  PAY.  But  even  in  Owosso, 
here  the  jobless  rate  now  hovers  at 
1%,  there's  debate  about  whether 
mericans  should  cling  to  low-paying, 
fiskilled  jobs.  City  Manager  Gregg 
uetfscow  shrugs  off  the  losses,  saying 
lat  kind  of  employment  offers  scant 
)pe  for  the  future.  Instead,  he  points  to 


new  jobs  at  an  expanding  local  hospital 
and  college.  "We  ought  to  be  able  to 
attract  companies  in  the  service  sector, 
rather  than  industry,"  says  Guetfscow. 

That  approach  may  revive  Owosso  in 
the  long  term,  but  it  won't  help  Penny 
Reha  pay  her  bills.  The  31-year-old  moth- 
er of  three  began  making  wiring  har- 
nesses for  trucks  at  Electro-Wire  Prod- 
ucts Inc.  in  1986.  It  paid  just  $6.35  an 
hour,  but  it  helped  when  her  construc- 
tion-worker husband  was  between  jobs. 
And  she  felt  secure:  In  1985,  Electro- 
Wire  built  a  new,  $3  million  plant,  triple 
the  size  of  its  old  factory.  Eager  for  the 
150  promised  jobs,  the  city  sold  the  com- 
pany a  seven-acre  site  for  $1. 


At  first,  all  seemed  rosy.  Work- 
ers say  the  plant  regularly  won 
lofty  quality  ratings.  But  Electro- 
Wire  had  been  steadily  adding 
plants  and  production  in  Mexico 
since  1984.  Work  slowed,  then 
stopped  in  April,  1990.  Some  work- 
ers even  had  to  crate  the  plant's 
machinery  for  shipment  to  Texas; 
they  say  it  went  from  there  to  Jua- 
rez, Mexico.  By  then,  Reha  was 
laid  off.  "Why  did  they  have  to 
take  it  to  Mexico?"  she  asks.  "Are 
they  so  greedy  that  they  can't  help 
anybody  but  themselves?" 

Electro-Wire  Marketing  Director 
Richard  J.  Wheeler  insists  the 
company  had  to  "look  at  the  big 
picture"  in  deciding  how  to  man- 
age the  26  facilities  and  4,000  em- 
ployees it  has  scattered  across 
North  America.  He  argues  that 
free  trade  should  result  ultimately 
in  an  increase  in  U.  S.  jobs.  But  he 
won't  give  any  specifics  about  the 
privately  held,  Rochester  Hills 
(Mich.)  concern — or  even  where  its 
offshore  plants  are.  Says  Wheeler:  "We 
try  to  be  a  good  corporate  citizen." 

Two  hundred  and  fifty-four  of  Elec- 
tro-Wire's former  employees  don't  buy 
that  and  are  suing  the  company  for  al- 
legedly failing  to  give  them  adequate 
notice  of  their  layoffs.  The  lawsuit  went 
to  trial  Mar.  9  but  could  drag  on  for 
weeks.  Nor  will  60  days'  pay  undo  the 
trauma.  For  Reha  and  other  co-workers, 
unemployment  benefits  ran  out  months 
ago.  Now,  in  their  farmhouse  home,  she 
and  her  unemployed  husband  scan  the 
want  ads  daily.  "You  ain't  got  nothing  if 
you  ain't  got  hope,"  she  says.  "But  I 
wonder  what  my  kids  are  gonna  do." 

By  Greg  Bowens  in  Owosso,  Mich. 
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VAIUE  LINE: 

TOO  LEAN.  TOO  MEAN? 


On  Oct.  30,  the  last  in  a  series  o 
scathing  protests  was  posted  o 
a  bulletin  board  at  Value  Lin; 
Inc.  In  the  name  of  "all  employees,"  th 
anonymous  memo  attacked  Jean  Berr, 
hard  Buttner,  the  company's  chief  exec 
utive,  for  her  "self-centered,  mean-spirit 
ed,  and  unceasing  quest  to  wring  ever  yi^ 
last  penny  out  of  your  employees'  pock 
ets"  and  demanded  that  she  resign  am 
"allow  professionals  to  step  in  and  ere 
ate  real  value  here."  Buttner  respondec 
by  ripping  out  employee  bulletin  board; 
on  three  floors. 

Value  Line,  publisher  of  the  fame(  \;n\<* 
Value  Line  Investment  Survey,  belovec  k  .^ 
by  generations  of  stock  pickers  nation  nat 
wide,  is  a  company  in  turmoil.  Ever  sinc(  a 
Buttner  inherited  control  of  Value  Lin(  utrai; 
from  her  father  in  1987,  her  increasinglj  Mm 
autocratic  and  yet  petty  exercise  of  th(  k 
prerogatives  of  power  has  brought  ai  w  u 
unceasing  stream  of  resignations  anc  fw' 
firings  that  has  shrunk  the  company'; 
work  force  to  about  325  from  425—; 
drastic  decline  for  a  company  that  epito 
mized  lean  and  mean  long  before  thejrji 
condition  was  fashionable. 

Reduction  in  staff  made  some  senseloiKi 
after  the  stock  crash  of  1987  sent  the 
Invest})ient  Survey's  circulation  into  a 
tailspin.  But  the  bull  market  that  began 
in  1990  has  pushed  circulation  up  sharp- 
ly. With  profits  running  607"  ahead  of  m 
last  year  through  the  first  six  months,  te's 

»1  by 

fin' 


m. 


Value  Line  is  expecting  record  profits 
for  the  fiscal  year  ending  Apr.  30.  The 
company's  coffers  are  overflowing  with 
idle  funds,  and  still  Buttner  shows  no 
sign  of  loosening  the  screws.  To  the  con- 
trary, she  set  the  tone  for  this  year's 
budget  planning  by  decreeing  that  under 
no  circumstances  would  Value  Line  in 
crease  its  outlays  for  medical  insurance 
in  1992. 

'TIME  BOMB.'  Forget,  for  the  moment, 
the  lucrative  growth  opportunities  thatjh 
Value  Line  may  be  missing  in  its  pub-  jis 
lishing   and   money-management   busi-  » i 
nesses.  Any  company  can  reduce  its  rBdjf 
work  force  by  only  so  much  without 
risking  implosion.  "Jean  Buttner  has  cre- 
ated a  time  bomb,"  warns  one  former 
senior  Value  Line  executive.  "The  only 
question  is  when  it  goes  off." 

Buttner  declined  to  be  interviewed. 
However,  extensive  interviews  with  cur- 
rent and  former  Value  Line  employees 
and  a  review  of  company  documents 
suggest  little  cause  for  optimism.  The 
company's  work  force  seems  so  demoral- 
ized and  embittered  that  even  hefty 
raises  might  not  be  sufficient  to  induce 
many  employees  to  remain.  "It's  gotten 
so  bad  that  everyone  I  know  at  Value 
Line — and  I  mean  everyone — just  wants 
out  as  soon  as  the  job  market  picks  up," 
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Daniel  DeLosa,  a 
liar  employee  who 
fired  last  year, 
hile  Value  Line's  im- 
iate  survival  is  not 
3ubt,  the  company's 
faction  does  seem  to 
'  developed  a  worri- 
i  momentum  of  its 

Sources  say  that 
ner  reads  external 
lation  of  her  inter- 
'  resented  methods 
he  recent  runup  of  Value  Line's 
(,  which  took  off  in  January  after 
nff  declined  for  years  (chart), 
it  all  companies  whose  fortunes  are 
to  stock  market  volume  have  been 
ing.  And  even  after  the  runup,  the 
cet's  underlying  message  appears  to 
kepticism,  not  validation.  The  stock 
w  trading  at  only  15  times  earnings, 
below  the  price-earnings  ratios  pre- 
ig  in  most  sectors  of  the  over-the- 
ter  market.  Even  the  Dow  Jones 
strial  average  boasts  a  p-e  in  excess 
J.  "Value  Line  has  been  delinquent 
)t  leveraging  its  historic  franchise," 
Charles  M.  Kulp,  an  analyst  who 
cs  the  company  for  the  brokerage  of 
ey  &  Willcox  Inc. 

HPENNY  DAYS.  In  concept,  Buttner 
I  the  outset  has  advocated  building 
le  Line's  businesses.  Indeed,  she 
larly  subjects  managers  to  table- 
iding  harangues  for  failing  to  hit 
nue  targets.  In  practice,  though, 
ner's  ambitions  have  been  under- 
;d  by  what  her  underlings  describe 
n  almost  visceral  aversion  to  laying 
corporate  funds  for  any  purpose  in 
1  niggling  amounts.  "Her  attitude  is 

the  money  is  all  hers,  and  she 
n't  want  to  part  with  a  penny,"  says 
manager.  According  to  this  person, 

meeting  two  years  ago,  Buttner  ac- 
ly  said  that  she  felt  she  was  taking 
ey  out  of  her  own  purse  every  time 
signed  a  company  check. 

a  sense,  she  is.  Although  Value 
:  is  a  public  company,  Buttner  and 
r  descendants  of  founder  Arnold 
ihard  still  own  80%  of  its  shares — a 
e  currently  worth  close  to  $300  mil- 

Buttner,  57,  holds  a  majority  of  the 
ily's  stock  and  as  chairman  and  CEO 
rols  every  aspect  of  Value  Line's  af- 
5,  brooking  no  dissent.  "All  the  peo- 
A'ho  used  to  stand  up  to  her  are  gone 
ot  inclined  to  risk  it  anymore,"  says 

manager.  Since  1988,  Value  Line's 
aal  outlay  for  salaries  and  benefits 

fallen  by  $1.8  million,  or  10.6%,  de- 
5  a  76%  jump  in  Buttner's  own  pay, 
1333,350.  Besides  simply  leaving  va- 
:  many  positions,  Buttner  froze  sala- 

for  18  months,  replaced  senior  em- 
ees  with  lower-paid  workers,  and 
ped  away  at  profit-sharing,  vaca- 
s,  and  health  benefits. 


VALUE  LINE'S  LONG  JOURNEY 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 
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While  cutbacks  of  this  sort  are  hardly 
unique  to  Value  Line,  Buttner  antago- 
nized employees  with  such  unconvention- 
al tactics  as  ordering  all  medical  reim- 
bursement claims  submitted  to  the 
personnel  department  instead  of  to  Val- 
ue Line's  insurance  carrier.  This  in- 
flamed suspicions  that  workers  who  ran 
up  sizable  medical  bills  would  be  penal- 
ized at  salary-review  time.  Many  employ- 
ees found  Buttner's  complaints  about 
runaway  medical  insurance  premiums 
especially  galling,  knowing  that  the 
steep  cost  of  providing  around-the-clock 
care  for  her  ailing  mother,  Janet  Bern- 
hard,  was  largely  borne  by  the  employee 
health  plan. 

Money  is  not  the  only  root  of  discon- 
tent at  Value  Line.  Buttner  has  bar- 
raged  employees  with  memos  regulating 
virtually  every  aspect  of  their  work  life. 
Every  employee  must  sign  in  by  9  a.m. 
and  sign  out  when  leaving.  Anyone  who 
signs  out  for  the  day  before  5  p.m.  or 
fakes  a  time  of  arrival  or  departure  is 
subject  to  discharge.  Buttner  hates 
messy  desks,  and  requires  department 
heads  to  file  a  "clean  surfaces  report"  at 
the  end  of  each  workday  certifying  that 
all  desk  tops  in  their  areas 
are  clean.  "Unauthorized 
media  interviews"  is  a 
relatively  recent  addi- 
tion to  the  list  of 
grounds  for  immedi- 
ate dismissal,  which 
many  employees  have 


EISENSTADT:  THE 
TOP  GUN  NEARLY 
RESIGNED  IN  '91 


taken  to  calling  simply 
"G.  F.  I.D." 

DeLosa  says  that  he 
was  fired  from  his  sales 
position  because  he  was 
best  friends  with  a  vocif- 
erous critic  of  Buttner's 
who  had  been  fired  a 
few  weeks  earlier,  osten- 
sibly for  an  unautho- 
rized television  appear- 
ance. DeLosa  was 
denied  a  severance  pay- 
ment of  $1,240  when  he  refused  to  sign 
an  agreement  promising  not  to  sue  Val- 
ue Line.  The  contract  contained  a  clause 
that  would  have  imposed  a  $1  million 
penalty  on  DeLosa  for  so  much  as  dis- 
closing the  existence  of  the  agreement 
to  anyone  but  a  relative. 
SKELETON  CREW?  Company  sources  say 
that  the  most  imminent  danger  Value 
Line  faces  is  that  on  any  given  Friday  it 
will  be  unable  to  produce  the  Invest- 
ment Survey,  which,  with  more  than 
100,000  subscribers  paying  $535  apiece, 
generates  about  two-thirds  of  Value 
Line's  $70  million  in  annual  revenues. 
Within  the  last  year,  the  operational 
staff  has  been  stretched  so  thin  that 
Survey  editors  no  longer  feel  certain 
that  computer  snafus  can  be  corrected 
within  24  hours — an  eternity  in  weekly 
publishing. 

Buttner  also  has  flirted  with  danger 
of  another  sort  by  demeaning  Value 
Line's  resident  guru,  Samuel  Eisenstadt. 
Now  70,  Eisenstadt  joined  Value  Line  in 
1946.  As  chief  statistician,  he  laid  the 
mathematical  foundation  for  the  compa- 
ny's celebrated  "timeliness"  ranking  sys- 
tem. Since  1965,  Value  Line  has  ranked 
stocks  in  five  categories  in  order  of  their 
expected  appreciation  over  the  next  12 
months.  Over  the  years,  the  system 
has  worked  splendidly,  as  stocks  in 
Value  Line's  top  category  have  out- 
performed the  market  by  a  consider- 
able margin. 
■  Although  the  ranking  system  has 
never  been  fundamentally  modified, 
Eisenstadt  is  always  tinkering  and  re- 
fining. As  the  system's  keeper,  he  is 
indispensable  to  Buttner,  whose 
understanding  of  its  work- 
ings are  said  to  be  ru- 
dimentary at  best. 
Buttner  has  boosted  Ei- 
senstadt's  pay  from 
$143,565  in  1987  to 
$262,500.  On  the  other 
hand,  Buttner  strictly 
regulates  her  top  stat- 
istician's public  state- 
ments, and  in  a  bare- 
faced try  at  revising 
history  insists  her  fa- 
ther was  the  creator  of 
the  rating  system. 
Eisenstadt  is  a  genial, 
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easygoing  sort  who  idolized  Bernhard 
and  is  fanatically  loyal  to  Value  Line. 
But  even  Eisenstadt's  loyalty  has  a  limit. 
A  year  ago,  Eisenstadt  was  invited  to 
appear  on  Wall  Street  Week  With  Louis 
Rukeijser.  When  the  show's  producer 
came  to  Value  Line  to  meet  with  Eisen- 
stadt, Buttner  intervened  and  told  the 
visitor  exactly  how  she  wanted  her  em- 
ployee introduced.  When  the  producer 
refused  to  promise  that  Eisenstadt 
would  not  be  described  as  the  creator  of 
the  rating  system,  Buttner  canceled  his 
appearance.  Eisenstadt  threatened  to  re- 
sign, and  Buttner  relented. 

Eisenstadt  declined  to  comment.  "I'd 
like  to  cooperate,  but  I  can't,"  he  says. 
"Those  are  the  rules." 

To  a  degree,  Buttner  is  carrying  on 
her  father's  legacy.  A  proprietor  with  a 
capital  "P,"  Arnold  Bernhard  saw  his 
employees  as  cogs  in  the  wheel  of  Value 
Line's  mechanistic  approach  to  invest- 
ing. To  apply  the  Value  Line  ranking 
system  to  individual  companies,  Bern- 
hard  didn't  need  the  sort  of  star  analysts 
prized  by  the  big  Wall  Street  broker- 
ages. So  he  hired  greenhorns  and  re- 
treads and  paid  them  meagerly,  accept- 
ing that  many  would  jump  to  higher- 
paying  brokerage  jobs  in  a  few  years. 

It  worked  because  Bernhard  was  a 
brilliant  marketer  who  knew  his  busi- 
ness inside  and  out.  Despite  high  turn- 
over at  the  entry  level,  up  top  Bernhard 
developed  a  deep  cadre  of  talented,  loyal 
managers,  most  of  whom  have  left. 
"These  people  were  such  a  pleasure  to 
work  with,"  says  Russell  Wayne,  a  23- 
year  veteran  who  quit  in  1990.  "If  the 
company  were  sold,  I  think  a  lot  of  us 
would  like  to  go  back." 
CAUTIOUS  APPROACH.  In  his  later  years 
especially,  Bernhard  approached  new 
ventures  cautiously,  largely  because  few 
new  businesses  could  hope  to  match  the 
Investment  Survey'?,  307"  to  357  operat- 
ing margins.  Nonetheless,  the  company 
did  diversify  profitably  into  the  money- 
management  business,  added  several 
new  publications,  and  began  selling  in- 
vestment software.  Value  Line  grew 
slowly  but  inexorably. 

Before  joining  Value  Line  in  1982, 
Buttner's  business  experience  was  con- 
fined to  acting  as  vice-chairman  for  her 
ex-husband's  interior  design  firm.  "I'm 
not  a  brilliant  securities  analyst,"  she 
told  a  reporter  shortly  after  her  1984 
promotion  to  president.  "My  main  effort 
is  to  coordinate  a  team  effort.  What 
qualifies  me  to  run  this  company  is  that 
my  interests  are  to  see  that  other  peo- 
ple's interests  are  served." 

Eight  years  later,  Buttner  is  every  bit 
the  autocrat  Bernhard  was.  However, 
where  Bernhard  was  imperiously  deci- 
sive, his  daughter  is  considered  imperi- 


ously indecisive.  She  does  indeed  involve 
others  by  setting  up  committees  and 
commissioning  consultants'  reports  but 
in  the  end  often  takes  no  action.  This 
trait  has  combined,  with  her  tightfisted- 
ness  to  frustrate  almost  all  of  her  staff's 
sporadic  attempts  to  innovate. 
MISSED  BOATS.  Most  damagingly.  Value 
Line  has  failed  to  capitalize  on  the  global 
investing  trend.  Throughout  Buttner's 
entire  reign,  the  company  has  been 
studying  the  issue  of  exporting  the  In- 
vestmeiit  Survey.  To  date,  though.  Val- 
ue Line  has  done  little  more  than  repack- 
age its  existing  coverage  of  Canadian 
stocks  into  a  separate  Canadian  edition. 

Value  Line  also  essentially  missed  the 
huge  boom  in  money  management  in  re- 
cent years,  even  while  its  fund  manag- 
ers were  compiling  generally  impressive 
results.  In  the  pension  fund  field.  Value 
Line's  good  performance  record  was  ren- 


dered largely  moot  by  high  turnovc 
among  its  portfolio  managers.  For  exai  » 
pie.  Value  Line  manages  a  $60  millic  0^ 
account  for  BP  America  Inc.  that  h?  '^"^'^ 
been  managed  by  five  different  peop 
since  mid-1988.  Turnover  is  anathema  li'^' 
pension  consultants,   and   many   ha\  " 
stopped  even  considering  Value  Line. 

Like  her  father,  Buttner  has  been  ad 
mantly  opposed  to  selling  Value  Lin  "-'-^ 
Her  opposition  may  soften  when  tl  ; 
next  turning  of  the  stock  market  eye  W ' 
sends  the  Survey's  circulation  into  i  fM- 
customary  bear-market  nosedive.  A  i'  w 
long  as  the  Value  Line  rating  syste:  lii  f 
remains  intact,  the  company  will  endui  si'f^ 
in  some  form.  The  question  is  wheth( 
Value  Line  can  escape  the  fate  of  thi 
long  list  of  family  empires  that  ha^  i.  iiet 
foundered  in  transition  from  the  first  '  slmf 
the  second  generation.  k' 
Bj/  Anthovy  Bianco  in  New  Yoi  h''^!> 
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SOLLY'S  MAN  IN  TOKYO: 
'HE'S  A  MONEY  MACHINE' 


'Sugar'  Myojin's  operations  pulled  in  a  sweet  $450  million  in  1991 


Once  when  he  was  in  London,  Shi- 
geru  Myojin,  the  42-year-old 
head  trader  at  Salomon  Broth- 
ers' Tokyo  office,  lost  his  temper  when  a 
trade  went  bad  and  hurled  a  telephone 
across  the  floor,  destroying  an  $80,000 
trading  board.  Sometimes,  he  carries  a 
bat  and  wears  a  U.  S.  Army  helmet.  He 
has  ridden  a  bicycle  around  the  trading 
floor.  One  time,  he  covered  a  colleague's 
telephone  and  desk  with  shaving  cream. 
He  recently  threw  a  cream  pie  in  the 
face  of  a  colleague  about  to  get  married. 
He  keeps  a  desk  piled  high  with  good- 
luck  charms.  Before  the  quarterly  expi- 
ration date  for  futures  contracts,  Myojin 
sometimes  leads  mem- 
bers of  his  staff  of  80 
to  say  prayers  at  a 
Shinto  shrine. 

Myojin  also  makes 
money.  Lots  of  it.  In 
1991,  his  ingenious  ap- 
plication of  sophisti- 
cated arbitrage  tech- 
niques earned  Salo- 
mon $450  million, 
according  to  sources 
close  to  the  firm,  or 
nearly  half  of  Salo- 
mon's $919  million  in 
total  pretax  profits 
(chart).   On   Feb.  10, 
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that  golden  touch  won  Myojin  a  spot 
the  12-man  executive  committee  of  Sal 
mon  Brothers,  Salomon  Inc.'s  invesj 
ment  bank.  The  steady  stream  of  f; 
profits  from  Tokyo  has  masked  swin 
in  Salomon's  U.  S.  business.  When  Sal 
mon  lost  $27  million  in  America  in  199i 
sources  say  Myojin  kicked  in  $265  m 
lion,  mainly  from  proprietary  trading 
Japanese  stocks  and  Nikkei-index  fi 
tures.  "He's  a  money  machine,"  says 
colleague.  "It's  very  possible  he  will  b 
come  more  dominant  in  the  future." 

Salomon's  reported  profits  from  Asi 
are  much  lower  than  these  figures.  Bi  v 
that  may  be  because  many  of  Myojin' 

trades  are  booked  if.  inev 
New  York. 

Universally  know 
as  Sugar — nickname 
by  a  Texan  colleagu 
in  London  who  coul 
not    say  Shigeru- 
Myojin  seems  happies  sijnfj 
patrolling  the  tradini 
floor.  "The  reason 
remain  a  trader  is  thaltii 
I  like  the  contest,"  hi 
told  BUSINESS  WEEK 

"It's  intelligent  an' 
tough."   Armed  witl 
$500  million  in  capital  u-h 
triple  the  firepower  o 
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ir  U.S.  Iirokeraj^es  in  Tokyo,  and  a 
Nork  of  customers  nuilured  by  Hard- 
ing sales  chief  Toshiliaru  Kojinia, 
)jin  has  more  than  $4  bilHon  in  in- 
tments.  Much  of  this  Myojin  steers 
Neen  the  cash  markets  and  futures 
ake  advantap^e  of  price  disparities 
E  A  SPONGE.'  Myojin  has  thrust  Salo- 
1  into  a  bitter  deliate  over  program 
ling  in  Japan.  The  Big  Four  securi- 

firnis — Nomura,  Daiwa,  Nikko,  and 
naichi — have  criticized  U.  S.  firms  in 
yo  for  importing  what  they  claim  is  a 
arge  on  their  markets.  That  hasn't 
)ped  Myojin  from  pushing  the  mar- 
s  limits.  When  colleagues  dreamed 
an  option  to  allow  investors  to  swap 

for  dollars,  "we  created  a  huge  arbi- 
re  position  for  Sugar,"  says  a  former 
2ague.  "But  two  or  three  times  a 
,  he'd  come  to  our  desk  and  keep 
hing:  'How  much  more  can  we  do 
ly?'" 

[yojin,  a  slightly  built  man  whose 


id-fire  talk  often  explodes  into  sud- 
peals  of  laughter,  says  he  did  his 
t  arbitrage  trade  when  he  was  a 
ng  salesman  for  Yamaichi  Securities 
bicycling  around  Shizuoka  west  of 
;yo  to  peddle  stocks.  He  persuaded  an 
3stor  to  substitute  Nippon  Telegraph 
^elephone  Corp.  bonds  for  low-paying 
anese  government  bonds  in  his  port- 
0,  which  was  considered  a  bold  move 
the  time.  After  two  years,  Yamaichi 
igned  Myojin  to  London,  and  in  1979, 
jumped  to  Salomon,  where  he  eventu- 
became  head  of  the  firm's  Tokyo 
id  operations.  "I  wanted  to  be  No.  1, 
1  I  wanted  to  do  it  in  the  major 
?ue,"  he  says. 

lis  big  chance  came  in  early  1985. 
iring  that  futures  on  Japanese  gov- 
ment  bonds  would  soon  be  launched, 
traveled  to  Salomon's  New  York 


CE 


headciuarters  to  learn  the  techniques  of 
arbitrage.  "He's  like  a  sponge,"  says  a 
former  colleague.  "He  absorbs  new 
ideas  very  quickly."  Returning  to  Tokyo, 
he  hustled  other  traders  into  the  office 
by  6  a.m.  for  cram  sessions.  When  the 
market  opened  in  October,  1985,  Myojin 
realized  the  futures  were  overpriced.  He 
sold  them  and  bought  bonds,  thereby 
profiting  from  the  mispricing.  "No  one 
else  was  doing  it,"  he  says.  "But  after  a 
while,  the  Big  Four  got  furious.  They 
suddenly  realized  they  had  a  serious 
competitor  in  their  own  backyard." 

With  the  field  almost  entirely  to 
himself,  Myojin  raked  in  enormous 
sums.  In  1989,  insiders  say  that  he 
earned  the  firm  an  incredible  $565  mil- 
lion in  profits  from  fixed-income  arbi- 
trage alone.  Salomon  executives  gave 
him  a  $4.6  million  bonus  on  top  of  his 
salary  of  $368,000.  Despite  that  heady 
figure,  sources  say  Myojin  complained  to 
top  brass  when  another  Salomon  trader 


walked  off  with  $23  million  in  1990. 

Myojin  got  another  crack  at  virgin  ar- 
bitrage territory  in  late  1988,  when  trad- 
ing began  in  Japanese  stock-index  fu- 
tures. Inexperienced  Japanese  brokers 
shied  away.  Yet  chronic  overvaluation  of 
the  Nikkei-225  futures  contract  permit- 
ted what  Myojin  calls  "almost  risk-free" 
arbitrage.  "It  was  an  amazingly  simple 
game,"  says  Myojin.  "But  no  Japanese 
firm  had  figured  it  out."  He  did,  earning 
$250  million  in  equities-related  arbitrage 
in  1991  alone,  insiders  say. 
'STiii  WRONG.'  Myojin  delights  in  taking 
on  the  Big  Four.  At  one  Japanese  bond 
auction  in  1988,  he  angered  Nomura  Se- 
curities Co.  and  others  when  he  bought 
lOO'/v  of  a  Japanese  government  long 
bond  issue,  forcing  other  firms  to  scram- 
ble for  bonds  to  fulfill  their  orders.  Says 
an  ex-Nomura  official:  "The  feeling  for 


Sugar  [at  the  Big  Four]  was  not  warm." 

When  the  Tokyo  stock  market  col- 
lapsed in  early  1990,  many  Big  Four  offi- 
cials attacked  Myojin  for  his  huge  Nik- 
kei-index positions,  which  they  said 
exacerbated  the  crash.  Deryck  C. 
Maughan,  Salomon's  chief  operating  of- 
ficer and  former  head  of  the  Tokyo  of- 
fice, soothed  the  Finance  Ministry.  But 
Myojin  held  firm.  He  eventually  un- 
wound some  of  his  positions,  at  a  profit, 
but  he  denies  he  caved  in  to  pressure. 
"The  Big  Four  tried  to  blame  the  crash 
on  us,  but  the  market  was  overpriced," 
says  Myojin.  "They  were  wrong — and 
they're  still  wrong."  Indeed,  rivals  such 
as  Nomura  are  now  piling  into  index 
arbitrage.  That  has  pushed  down  mar- 
gins, but  he  still  made  $35  million  on 
straight  index  arbitrage  in  1991. 

Unlike  many  traders,  Myojin  is  not  ob- 
sessed with  the  markets.  He  leaves  at 
5:30  p.m.  each  evening  and  seldom  dis- 
cusses the  market  with  his  wife  or  two 

■  Salomon's 
Tokyo  head 
trader  Shigeru 
Myojin,  42: 
'I  wanted  to  be 
No.  1,  and  I 
wanted  to  do  it 
in  the  major 
league' 


daughters.  He  doesn't  keep  a  trading 
terminal  at  home  and  has  avoided  a  car 
phone  or  a  pocket  pager.  To  build  cama- 
raderie, he  invites  the  trading  team  over 
for  barbecues.  Recently,  he  and  his  wife 
rented  a  go-cart  facility  where  the  trad- 
ers were  able  to  speed  around  the  track 
at  60  mph. 

Also  unlike  many  traders,  he  does  not 
brood  over  losses.  During  his  worst 
month,  sources  say,  he  dropped  $150  mil- 
lion. Last  November,  he  lost  $50  million. 
"I  have  a  very  short  memory,"  he  says. 
"I  don't  remember  pain."  For  all  his  an- 
tics, Myojin  takes  his  job  very  seriously. 
"This  guy  is  driven  to  be  a  legendary 
figure,"  says  one  colleague.  "This  is  an 
American  dream  come  true  for  him." 
For  Salomon,  some  damaged  office 
equipment  is  a  small  price  to  pay. 

By  Ted  Holden  in  Tokyo 
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MUNICIPAL  FINANCE  I 


AN  END  RUN 

AROUND  THE  TAXPAYER 


Local  pols  are  paying  for  more  new  projects  with  lease-backed  bonds 


In  1989,  politicians  in  Brevard  County, 
Fla.,  decided  they  needed  a  new 
headquarters  building  for  the  county 
government.  There  was  only  one  prob- 
lem: Tax-sensitive  county  voters  were 
unlikely  to  approve  a  bond  issue  to  raise 
the  money.  What  to  do?  The  .politicians 
opted  for  a  novel  ploy  to  bypass  the 
voters.  First,  they  had  a  trustee,  a  state 
bank,  issue  $24  million  worth  of  tax-ex- 
empt securities  to  {)uy  for  construction 
of  the  building.  The 
county  then  agreed  to 
make  what  amounted  to 
yearly  lease  payments 
to  the  bank  to  pay  the 
interest  on  the  bonds. 
Unlike  interest  on  con- 
ventional munis,  lease 
payments  are  not  a 
binding  obligation  on  a 
municipality,  so  no  vot- 
er approval  is  required. 

It  should  be  no  sur- 
prise that  municipal 
lease  financing  is  boom- 
ing. With  demand  for 
services  growing  at  the 
same  time  that  voters 
are  becoming  more  un- 
willing to  cough  up  or 
approve  raising  the  nec- 
essary cash,  state  and 
local  governments  have 
been  resorting  to  lease  financing  to  fund 
such  needed  capital  projects  as  schools, 
[jrisons,  and  courthouses.  Issuance  of 
lease-backed  securities,  known  as  certifi- 
cates of  participation  or  lease  revenue 
bonds,  has  doubled  since  1985  and  hit  a 
record  high  of  more  than  $13  billion  in 
1991  (chart).  Since  1980,  $66.9  billion 
worth  of  lease-backed  securities  have 
been  issued.  Hobbled  by  Proposition  13, 
Calif(jrnia  has  been  the  biggest  issuer, 
with  over  50'/  of  all  new  issues  in  1991. 
ANGRY  VOTERS.  Yet  the  Brevard  exam- 
ple illustrates  the  increasingly  visible 
downside  of  the  lease-financing  trend. 
For  one  thing,  voters  don't  always  like 
being  bypassed.  Last  year,  Brevard 
County  residents  organized  a  vigorous 
protest  against  the  building  that  focused 
not  only  on  their  lack  of  input  in  making 
decisions  but  also  on  the  structure's  lo- 
cation. "Voters  thought  they  had  the 
budget  in  check  by  different  voter  refer- 
endums,"  says  Robert  B.  Lamb,  profes- 


sor of  municipal  finance  at  New  York 
University's  Stern  School  of  Business. 
"But  the  inventiveness  of  investment 
bankers,  lawyers,  and  issuers  to,  in  ef- 
fect, do  an  end  run  around  constraints, 
has  enabled  tremendous  growth  in  mu- 
nicipal leasing." 

Stung  by  the  protests,  Brevard's  poli- 
ticians floated  the  idea  of  holding  a 
referendum  on  whether  to  stop  the  lease 
payments  on  the  nearly  completed  build- 


THE  RAPID  RISE  OF 
LEASE-BACKED  MUNIS 


ANNUAL  VALUE 
OF  NEW  ISSUES 


ing.  But  that,  in  turn,  provoked  the 
ire  of  a  second  and  perhaps  even  more 
dangerous  group  of  protesters:  the  mu- 
nicipal-bond industry.  A  referendum 
would  highlight  for  investors  the  un- 
comfortably nonbinding  nature  of  lease 
payments. 

Muni  underwriters  have  been  very 
successful  in  selling  lease-backed  issues 
to  investors,  since  interest  on  the  bonds 
can  be  30  basis  points  higher  than  the 
same  issuer's  straight  debt.  Unlike  con- 
ventional municipal  bonds,  however, 
they  aren't  backed  by  the  "full  faith  and 
credit"  of  the  muncipality.  And  since 
payments  often  must  be  made  from  op- 
erating funds,  and  compete  with  expen- 
ditures for,  say,  police,  they  are  vulnera- 
ble in  times  of  fiscal  stress.  Still, 
underwriters  and  investors  assume  gov- 
ernment-sponsored issuers  have  a  moral 
responsibility  to  keep  up  the  payments. 
"Issuers  have  to  realize  that  there's  a 
real  obligation  here,  even  though  the 


documents  state  that  they  have  a  re 
right"  to  stop  payment,  says  John 
Hallacy,  manager  of  municipal  researcl] 
for  Merrill  Lynch  &  Co.  "No  one  buy: 
these  things  if  they  think  they  won't  ge' 
paid." 

Incensed  by  the  possibility  that  Bre; 
vard  might  renege  on  that  obligation 
muni  underwriters,  ratings  agencies 
and  the  giant  Municipal  Bond  Insurers 
Assn.,  which  insures  the  lease  issue,  de 
scended  on  county  officials.  Warnings 
flew  of  possible  downgrades  of  the  coun 
ty's  outstanding  debt  and  restrictions  or 
its  access  to  debt  markets.  Chastened 
Brevard  nixed  the  referendum  proposal 
SHOCK  THERAPY.  Yet  some  cash-strappec 
communities  may  have  no  choice  but  t( 
stop  lease  payments.  The  Richmonc 
(Calif.)  Unified  School  District  has 
missed  two  $558,000  payments  since  las1 
July.  Rather  than  bai 
the  district  out,  as 
many  expected,  tht 
state  seems  to  want  tc 
make  it  an  example  tc 
dissuade  other  school 
districts  from  issuing 
risky  debt  and  to  en- 
courage greater  scruti- 
ny of  such  issues  by  un- 
derwriters and  invest 
ors.  The  various  parties 
are  now  negotiating 

That,  in  turn,  has 
raised  the  murky  ques- 
tion of  what  happens  il 
a  municipal  lessee  goes 
bankrupt.  Because  ol 
the  weak  structure  and 
security  of  some  lease 
financings,  the  legal  re-  Ifp 
courses  for  bondholders 
of  issues  that  have  de- 
faulted and/or  filed  for  bankruptcy  are 
few  and  undefined.  "Bankruptcy  is 
pretty  gray  area  in  municipal  leasing," 
says  Barbara  Flickinger,  manager  of 
California  local  ratings  at  Moody's  In- 
vestors Service  Inc.  "A  lot  of  people  are 
concerned." 

Given  the  negative  attitude  of  voters 
to  anything  that  hints  of  taxation,  mu- 
nicipal lease  financing  is  expected  to 
keep  growing.  "This  market  is  here  to 
stay  and  will  continue  to  expand  in  im- 
portance for  government  financing," 
says  Sally  Rutherford,  a  senior  vice-: 
president  with  Standard  &  Poor's  Corp. 
But  there  will  be  bad  times.  "I  expect 
we'll  have  some  near  misses"  where 
payments  will  be  in  jeopardy,  says  Rich- 
ard A.  Ciccarone,  of  the  National  Feder- 
ation of  Municipal  Analysts.  "And  some 
will  not  be  near  misses,  but  hits."  If  that 
happens  too  often,  the  high-flying  mar- 
ket may  lose  a  lot  of  altitude. 

By  Suzanne  Woolley  i)i  New  York 
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GET  YOUR 
PLAIN  PAPER  FAX 
FROM  THE  ''I 
FAX. 


f  you're  buying  plain  paper  fax, 
'ou  need  Sharp  Thinking. 

Sharp  Thinking  created  the  world's  first 
lesktop  color  fax.  And  the  first  truly  affordable, 
ligh-quality  plain  paper  laser  fax. 

And  now,  the  highly  productive,  highly  versatile 
iharp  FO-6100  plain  paper  laser  fax.  With  super- 
ine  resolution,  400  dpi  printing  and  smoothing 
eature.  Ultra-fast  transmission  time.  Ultra-efficient 
lual  access  and  memory  functions. 

Even  a  unique  remote  diagnostics  capability 
hat  can  call  for  its  own  service. 

That's  Sharp  Thinking.  It's  built  into  every 
iharp  fax.  And  made  us  the  best-selling  fax  products 
n  America,  4  years  in  a  row. 

So  when  you're  buying  plain  paper  fax,  think  *1 
n  fax.  Think  Sharp.  For  more  information  ca 


FROM  SHARP  MINDS 
CO/WE  SHARP  PRODUCTS' 


>  1992  Sharp  Electronics  Corporation. 

lANKING  SYSTEMS  •  CALCULATORS  •  CASH  REGISTERS  •  COLOR  SCANNERS  •  COMPUTERS  •  COPIERS  •  FACSIMILE  •  LASER  PRINTERS  •  TYPEWRITERS  •  WIZARD®  ORGANIZERS 


BY  JEFFREY  M  LADERMAN 

ADAC  LABS  IS 
FEELING  LOTS 
BETTER,  THANKS 


Veteran  health  care  investors 
might  recall  ADAC  Laboratories, 
a  manufacturer  of  medical-im- 
aging equipment.  But  their  recollec- 
tions may  not  be  pleasant  ones.  Red- 
hot  in  1983,  ADAC's  shares  traded  as 
high  as  27,  only  to  collapse  into  the 
single  digits  later  that  year  and  to  sink 
below  $1  per  share  in  1990. 

Well,  ADAC  is  perking  up.  Since 
Thanksgiving,  it  has  more  than  dou- 
bled to  3'/4.  Analysts  Allan  S.  Roness 
and  Stuart  M.  Linde  of  Fahnestock  & 
Co.  say  they  know  why:  new  products, 
new  management,  and  a  new  dividend. 
More  important,  they  think  the  runup 
has  just  begun.  "The  stock  could  dou- 
ble this  year,"  says  Linde.  "And  next 
year  it  could  go  to  10." 
SHUTTER  MAGIC.  ADAC's  comeback  cen- 
ters on  nuclear  medicine  imaging,  in 
which  doctors  inject  radioisotopes  and 
use  a  "gamma  camera"  that  detects 
the  rays.  In  conjunction  with  a  comput- 
er, the  camera  creates  an  on-screen  im- 
age. ADAC's  Dual  Head  Genesis  is  a 
two-head  camera  that  produces  a  high- 
er-resolution image  than  the  older  sin- 
gle-head cameras.  ADAC's  Pegasus 
workstation  is  a  computer  that  process- 
es the  images  and  assists  in  diagnoses. 
A  Pegasus  upgrade  is  due  out  later 
this  year,  as  are  three  new  cameras. 

The  new-product  cycle  should  put 
some  zip  into  earnings.  ADAC  cleared 
less  than  $1  million  profit,  only  2$  per 
share,  in  the  fiscal  year  ended  Sept.  30. 
Operating  profits  had  increased  73?c, 
but  the  company  took  a  $2.8  million 
restructuring  charge  and  a  $1.75  mil- 
lion charge  to  settle  a  1990  shareholder 
lawsuit.  The  suit  alleged  that  the  com- 
pany and  its  former  chairman  and  for- 
mer president  issued  false  statements 
regarding  the  company's  financial  con- 
dition— which  ADAC  denied. 

The  Fahnestock  analysts  estimate 
sales  of  $116  million  and  profits  of  $10 
million,  or  21$  a  share,  in  the  current 
fiscal  year.  For  next  year,  they  see 
sales  of  $133  million  and  profits  of  $15 
million,  or  31$  a  share.  If  they  are 
right,  that  gives  adac  a  p-e  ratio  of  15, 
cheap  for  a  medical-equipment  makei'. 
adac  is  up  against  big  guns  like  Gener- 
al Electric  and  Siemens.  Stan  Czer- 
winski,  recently  promoted  to  chairman 
and  CEO,  says  that  adac  is  able  to  com- 


THE  STEP  UP 
IN  ADAC 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


pete  by  stressing  innovation  and  annu- 
al new-product  introductions. 

ADAC  is  in  decent  financial  shape:  $27 
million  in  working  capital  and  no  long- 
term  debt.  It  recently  reinstated  a  4$ 
per  share  quarterly  dividend.  That's  a 
4.99'  yield.  Linde  thinks  the  dividend, 
plus  the  expected  profit  pickup,  will 
attract  institutional  shareholders  that 
buy  only  dividend-paying  stocks. 

A  few  investors  plunged  in  already. 
Several  Fidelity  mutual  funds  together 
own  some  2  million  shares,  or  4.87'. 
Rockefeller  Financial  Services,  which 
manages  the  family's  investments, 
holds  about  1.2  million  shares,  or  2.87'. 
ADAC  employees  own  some  247. 


MURPHY  OIL: 
SLICK  PLAY? 


Ei 


I  nergy  prices  are  weak.  What  bet- 
ter time  to  go  stock-shopping  in 
I  the  oil  patch?  Murphy  Oil,  trad- 
ing at  341/4  on  the  Big  Board,  is  the 
choice  of  some  savvy  pros.  The  oil  and 
gas  exploration  and  production  compa- 
ny is  light  on  debt,  heavy  on  cash — and 
its  $1.20  dividend  provides  a  3.57"  re- 
turn while  waiting  for  the  upturn. 

"It's  the  cheapest  stock  in  a  cheap 
industry,"  says  Kenneth  Hackel  of 
Systematic  Investment  Management, 
which  buys  stocks  based  on  their  cash 
flows.  Murphy  sells  for  11  times  free 
cash  flow — which  Hackel  defines  as 
the  most  cash  a  company  can  distrib- 
ute without  impairing  its  growth.  The 
S&P  industrials  sell  at  23  times  free 
cash  flow;  domestic  oil  companies,  14.1. 

Why  so  cheap?  For  starters,  the 
company  lost  28$  a  share  last  year  af- 
ter earnings  of  $3.36  in  1990.  Even  the 


highest  1992  estimate,  $2.30  a  share, 
falls  far  short  of  that.  "The  company 
has  no  pizzazz,  so  Wall  Street  ignores 
it,"  says  Mark  H.  Madden  of  Pioneer- 
ing Management,  which  holds  1  million 
shares.  Madden  thinks  that  when  the 
economy  revives,  Murphy's  profits  will 
rebound  sharply.  The  company  has 
■been  upgrading  its  refineries  to  pro- 
duce more  profitable  gasoline  and  jet 
fuel  and  less  heavy  oil  and  asphalt. 

Bill  McAdams,  whose  Massachusetts 
Capital  Development  Fund  owns  about 
500,000  shares,  suspects  that  the  com- 
pany may  repurchase  stock  to  offset 
some  of  the  9.7  million  shares  issued 
last  year  to  buy  out  the  minority  share- 
holder in  its  ODECO  subsidiary.  And  the 
money's  no  sweat.  Murphy  could  use 
some  of  the  $372  million  it  got  last 
month  from  the  sale  of  ODECO's  mon- 
ey-losing contract-drilling  operation. 

"They  could  buy  others'  reserves,  or 
it  may  be  the  cheapest  reserves  are 
their  own,  and  they  buy  in  their  stock," 
says  George  Wyper,  chief  investment 
officer  for  Fund  American  Enterprises, 
which  has  2.9  million  shares. 


A  REIT  FOR 
THE  LONG  HAUL 


on't  bet  the  house  on  an  upturn 
I  in  the  commercial  real  estate 
market.  But  you  might  want  to 
make  a  side  bet  on  Property  Capital 
Trust,  a  real  estate  investment  trust 
that  trades  on  the  Amex  at  5.  Robert 
S.  Natale,  editor  of  Standard  &  Poor's 
Emerging  &  Special  Situations,  be- 
lieves that  investors  who  can  hold  on 
for  the  real  estate  recovery  will  ulti- 
mately quadruple  their  capital. 

Natale  thinks  PCT — which  traded  as 
high  as  27  in  1987  and  as  low  as  4  last 
year — has  its  worst  days  behind  it. 
Most  of  some  $200  million  in  properties 
and  the  properties  underlying  its  mort- 
gages were  built  before  the  mid-1980s. 
That  means  assets  were  not  acquired 
at  top-of-the-market  prices,  so  risks  of 
further  large  write-offs  are  low.  Still, 
PCT  is  not  yet  in  the  black.  Natale  is 
projecting  a  loss  of  75$  a  share  for  the 
fiscal  year  ending  July  31,  an  improve- 
ment over  the  $1.23  per  share  loss  in 
fiscal  1991.  Book  value  is  over  $11  a 
share,  and  that,  he  thinks,  will  prevent 
the  stock  from  slipping. 

In  its  heyday,  PCT  earned  an  8%  re- 
turn on  assets.  But  now,  Natale's 
shooting  for  a  67  return.  That  would 
produce  earnings  of  $1.30  a  share.  By 
his  reckoning,  it's  enough  to  merit  a 
stock  price  of  over  $20  a  share. 
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troducing  our  second-day  air  service.  With  the  lowest  prices  in  the  sky  Satisfaction  guaranteed.  Call  1 800  762-3725. 


SM 


A  service  of  Roadway  Package  System,  a  Roadway  Services  Company 


iMART  Business  Strategy  ^4'' 


Productivity 


owa-based  HON  INDUSTRIES, 
i  one  of  the  nation's  largest  and 


most  productive  manufacturers  of 
commercial  office  furniture  and  maker 
of  Heatilator®  fireplaces,  banks  on 
America's  best-educated  work  force 
for  producing  quality  products. 
HON  INDUSTRIES  knows  that  , 
bright,  productive  workers  make  Iowa 
the  smart  state  for  business. 

Driven  by  pride  in  achievement, 
Iowa  students  graduate  at  a  rate 
15  percent  higher  than  the  national 
average.  And  Iowa  students  consis- 
tently lead  the  nation  in  ACT  and 
SAT  scores.  That  same  drive  for 

excellence 
transfers  to 
the  work- 
place with 
employees 
who  take 
pride  in 
their  work. 
The  result 
is  quality 
craftsmanship 
 one  of  the 


Iowa  advantages  that  gives  companies, 
such  as  HON,  their  competitive  edge. 

Iowa  brainpower  pays  off  in 
productivity,  too.  Iowa  workers  come 
to  the  workplace  ready  to  work.  The 


aptitude  and  attitude  of  Iowa  workers 
push  productivity  10  percent  higher 
than  the  national  average  and  give 
Iowa  manufacturers  a  profitable  $4-77 
return  for 


every  dollar 
invested  in 
wages. 

Iowa 
employers 
also  benefit 
from  one  of 
the  nation's  ' — i 


IOWA  BRAINPOWER 
PAYS  OFF  in: 

•  Midwest's  lowest 
absenteeism  rate 

•  Productivity  10%  above 
the  national  average 

•  $4.77  return  for  every 
dollar  invested  in  wages 


lowest  turnover  rates  and  absenteeism 
that  averages  less  than  1  percent. 
HON  INDUSTRIES,  like  many 
major  Iowa  employers,  attributes  the 
dedication  of  its  work  force  to  Iowa's 

honest  lifestyle  an  atmosphere 

that  nurtures  a  strong  work  ethic  by 
encouraging  enterprise  and 
responsibility.  HON  credits  the 
intelligence,  positive  attitudes  and 
diligent  work  habits  of  its  Iowa 
workers  for  making  the  company 
competitive  and  profitable. 

Iowa  offers  many  smart  business 
strategies  with  profit  in  mind  for  your 
business.  To  learn  more  about  Iowa, 
the  smart  state  for  business,  call  Bob 
Henningsen  at  the  Iowa  Department 
of  Economic  Development: 
1 -800-245-IOWA. 


Founded  in  Fort  Madison,  Iowa,  in  1913. 


Founded  in  Amana,  Iowa,  in  1934. 


Xhe 

MART  MOVE: 


'uality  companies,  including 
Sheaffer,  Pella  Rolscreen  and  Amana, 
know  the  nation's  leader  in  education 
is  the  smart  state  for  business. 
America's  best-educated  work  force 
tops  their  hst  of  smart  reasons  for 
doing  business  in  Iowa. 

For  two  decades,  Iowa  students 
have  led  the  nation  in  ACT  and  SAT 
college  entrance  exam  scores.  And 
that  scores  high  with  business  in 
better  job  performance  and  lower 
training  costs. 

The  drive  that  pushes  Iowa's 
graduation  rate  15  percent  above 
the  national  average  pays  off  in 
productivity  equal  to  5.2  extra  weeks 
of  output  per  Iowa  worker  per  year. 

As  Amana  President  Chuck  Peters 
puts  it,  "The  intelligence,  creativity 
and  efforts  of  our  people  are  the  primary 
reasons  we've  been  able  to  prosper." 

To  learn  more  about  the  smart  state 
for  your  business,  make  the  smart 
move;  call  Bob  Henningsen  at  the 
Iowa  Department  of  Economic 
Development:  1-800-245-IOWA. 
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Founded  in  Pella,  Iowa,  in  1925. 


environment  


TRADE  I 


WILDLIFE  POACHERS  AND  SMUGGLERS: 
ON  THE  ENDANGERED  LIST 


But  the  crackdown  on  traffickers  in  exotic  animals  could  be  set  back  if  the  ivory-trade  ban  is  lifted 


usiness  was  brisk  one  day  last 
■  July  at  Voraphot  Harnsawat's 
private  zoo  near  Bangkok.  The 
South  Korean  tourists  that  had  just 
alighted  weren't  there  to  look  at  exotic 
animals,  though:  They  planned  to  eat 
them.  Lunch  fell  through  when  the  po- 
lice showed  up.  They  liberated  two  ti- 
gers, six  leopards,  and  67  deer  of  vari- 
ous types — all  endangered  species 
awaiting  slaughter — 
and  seized  a  refriger- 
ator of  paws  from 
rare  Asiatic  black 
bears. 

The  bust  was  part 
of  a  campaign  to  end 
Thailand's  role  as  the 
world  hub  of  illegal 
wildlife  trade.  In  the 
1980s,  with  help  from 
their  government. 
Thai  dealers  laun- 
dered shipments  of 
everything  from  rare 
orchids  to  South 
American  caimans 
and  Indonesian 
orangutans.  They 
got  papers  for  these 
in  Bangkok,  then 
sent  them  to  zoos 
and  traders  in  Japan, 
Europe,  and  South 


the  most  lucrative  and  loathsome  of 
businesses.  A  1990  worldwide  ban  on 
ivory  imports  has  slowed  the  slaughter 
of  African  elephants,  whose  number  had 
dwindled  by  53%,  to  610,000,  in  just  five 
years.  In  1991,  Japan  banned  imports  of 
shells  from  endangered  hawksbill  sea 
turtles,  which  were  used  for  eyeglass 
frames  and  jewelry  boxes.  Taiwan,  a  ma- 
joi'  user  of  exotic  animal  parts  for  tradi- 


CHARNEL  HOUSE:  STORED  ANIMAL  PARTS  SEIZED  BY  THE  THAI  GOVERNMENT 


America.  But  last  year,  foreign  govern- 
ments and  environmentalists  took  a 
stand. 

•KAPUT.'  The  U.  S.  and  three  European 
countries  threatened  to  ban  $1  billion  in 
legitimate  imports  of  Thai  flora  and  fau- 
na, while  British  activists  vowed  to  boy- 
cott Thailand's  $3  billion  tourism  indus- 
try. Soon  after,  the  Thai  government 
said  it  would  outlaw  commerce  in  the 
1,000  species  covered  by  the  112-nation 
Convention  on  International  Trade  in  En- 
dangered Species  (CITES).  The  Thai  legis- 
lature passed  the  ban  in  January  and 
has  arrested  hundreds  of  alleged  traf- 
fickers. "For  now,"  says  Kurt  Schaefer, 
a  former  Bangkok  bird  trader,  "Thailand 
is  kaput  as  a  trading  place." 

Around  the  globe,  setbacks  have  been 
dealt  recently  to  the  $5  billion  annual 
trade  in  exotic  plants  and  wildlife,  one  of 


tional  medicines,  has  begun  enforcing  a 
ban  on  rhinoceros  horns.  And  Congress 
may  soon  limit  trade  in  exotic  birds.  The 
U.  S.,  the  world's  No.  1  importer,  brings 
in  $10  million  worth  annually. 

Such  measures  face  a  tough  test  this 
month  in  Japan.  The  members  of  CITES 
have  gathered  in  Kyoto  to  review  the 
treaty  in  a  meeting  that  will  last  until 
Mar.  14.  Some  countries  will  push  for 
stiffer  measures  against  the  black-mar- 
ket trade.  But  several  African  nations 
will  argue  that  the  elephant  population 
is  now  at  a  safe  level,  and  they'll  de- 
mand a  revocation  of  the  ban  on  ivory. 
Opponents  contend  that  if  any  trade  is 
allowed,  the  price  of  ivory  will  soar, 
stimulating  a  resurgence  of  poaching. 
An  equally  contentious  issue  will  be  bear 
gall  bladders.  Demand  for  the  organs 
has  precipitated  poaching  of  U.  S.  bears. 


Some  CITES  members  dismiss  trade 
bans  because  they  don't  always  cut  de- 
mand. Even  though  CITES  prohibits  trade 
in  endangered  orangutans,  for  instance, 
a  pet  orangutan  is  a  status  symbol  in 
affluent  Taiwan.  Eastern  European 
zoos,  which  can't  afford  primates  bred  in 
captivity,  buy  them  from,  smugglers. 
And  in  Chinese  and  Korean  communities 
worldwide,  remedies  using  bear  gall 
bladders,  tiger  penis- 
es,  rhino  horns,  and 
oil  from  Himalayan 
musk  deer  are  often 
preferred  to  modern 
drugs.  "This  trade 
has  gone  under- 
ground," says  Keith 
Highley,  Taiwan  di- 
rector of  environ- 
mental group  Earth- 
trust  in  Honolulu. 

The  business  is  re- 
silient because  it's  so 
lucrative.  Consider 
the  Senegalese  par- 
rot. A  trapper  gets 
$1  for  this  bird  from 
an  African  wholesal- 
er, who  sells  it  for  $6 
to  a  European  whole- 
saler. The  European 
sells  it  for  $60  to  a 
retailer,  who  charges 
$150.  Similarly,  the  skin  of  a  caiman, 
bought  from  a  Venezuelan  poacher  for 
about  $2,  fetches  $400  in  Japan,  where 
it's  used  to  make  leather  goods  such  as 
handbags.  Last  year,  cites  investigators 
uncovered  a  smuggling  ring  in  Thailand 
that  brought  in  more  than  $60  million  a 
year  from  skins.  In  China,  a  live  bear 
can  fetch  $1,200.  But  sell  its  parts,  and 
the  profits  multiply:  Bear  gall  bladders, 
used  to  treat  fever  and  chronic  liver  ill- 
ness, can  fetch  $15,000  a  pound  in  Asia. 
QUOTA  SYSTEM.  Several  schemes  are  be- 
ing tried  to  blunt  the  profit  motive.  They 
include  breeding  exotic  animals  in  cap- 
tivity and  developing  substitutes  for  Ori- 
ental medicines.  Controlled  harvesting 
also  has  been  successful  in  parts  of  Afri- 
ca, where  native  populations  rely  on 
wildlife  for  meat  and  hides.  For  instance, 
the  Zambian  government  works  with 
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Oioose 

Power  0>iiij>iixr^ 
And^fcur  Service 
Could  Be 


GEORGIA  POWER  HELPS  YOUR  BUSINESS  KEEP  ITS  BALANCE.  WITH  THE  SOUTH'S  LARGEST  GENERATING  CAPACITY. 
VALUE-ADDED  SERVICES  THAT  ADD  NOTHING  TO  YOUR  POWER  BlU.  AND  ONE  CONTACT  WHO'S  FULLY  ACCOUNTABLE 
FOR  KEEPING  YOU  SATISFIED.  REMEMBER,  IN  GEORGIA  YOU  HAVE  ONE  CHANCE  TO  CHOOSE  A  POWER  COMPANY.  SO 
MAKE  IT  THE  UTILITY  THAT  FOUR  OUT  OF  FIVE  GEORGIA  FIRMS  CHOOSE  FOR  STABILITY  IN  FICKLE  TIMES.  FOR  MORE 
ABOUT  GEORGIA  POWER'S  ENERGY  EDGE,  CONTACT  GARY  ARNOLD  AT 404-526-4722. 

Georgia  Power 

Serving  You  With  Energy' 


CapyiHM  1991,  OMTslaPmMrCa. 
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PRESENTING  A 
STEEL  COMPANY  THAT  DOES 
CUSTOM  FITTINGS. 


K  you 're  looking  for  standard, 
ready-made  steel,  there  are  a  lot  of 
steel  companies  today  that  can  get 
the  job  done. 

But  when  a  job  demands  a 
special  steel,  you  need  a  specialty 
steel  company 

Like  The  Timken  Company. 

In  fact,  we  just  may  be  one 


of  the  only  steel  companies 
today  that  custom  fits  virtually 
every  order  of  alloy  steel  we 
make  to  our  customer'  exact 
specifications. 

From  the  very  beginning, 
Timken  Company  steel  experts  will 
help  you  determine  which  alloy 
steel  suits  your  job  best. 


Then  we'll  tailor  a  production 
sequence  for  your  steel  and  your 
steel  alone— everything  from  the 
fii"st  shovelful  of  alloys  to  the  wrai, 
pings  on  your  finished  steel .  | 

And  although  our  steel  may  noi 
be  standard,  our  rigorous  quality 
assurance  testing  is.  Ordei^  of 
Timken  alloy  steel  are  tested 


ensure  you  get  exactly 
lat  you—  and  we— demand. 
^  continuing  supply  of  the 
)rld's  cleanest,  highest-quality 
oy  steel  delivered  more  effi- 
^ntly,  more  economically  and  in 
jS  time  than  ever  before. 
And  that's  the  one  alteration  we 
an  never  to  make. 

'  HOG 


TIMKEBT 

Doing  what  is  best 

USA  •  Argentina  •  Australia  •  Brazil  •  Canada  •  France  •  Germany  •  Great  Britain  •  Hungary  •  India 
Italy  •  Japan  •  Korea  •  Mexico  •  Singapore  •  South  Africa  •  Spain  •  Sweden  ♦  Venezuela 


nvironment 


tribes  in  the  Kafue  Flats  region  to  pre- 
vent poaching  of  antelope.  Local  hunters 
have  an  annual  quota  and  also  run  hunt- 
ing and  sightseeing  concessions  for  tour- 
ists and  foreign  hunters.  This  gives  the 
locals  a  vested  interest  in  the  survival  of 
the  species.  Indonesia  and  Thailand, 
meanwhile,  want  to  restrict  trading  in 
crocodiles,  bears,  monkeys,  and  parrots 
to  those  raised  on  monitored  farms.  In- 
donesia has  licensed  three  monkey 
breeders  and  20  crocodile  farms. 

Still,  each  approach  has  drawbacks. 
Take  controlled  harvesting.  Indonesia 
lets  traders  capture  20,000  wild  cocka- 
toos of  a  particular  variety  each  year,  a 
low  enough  figure,  theoretically,  to  sus- 
tain the  population.  Trouble  is,  for  every 
cockatoo  that  reaches  market  under  the 
legal  quota,  four  others  die  in  the  pro- 
cess. "The  legal  trade  is  as  bad  as  the 
illegal  trade,"  says  Schaefer.  And  Indo- 
nesian enforcement  is  woeful.  "There 
are  too  many  ports,  too  many  islands, 
and  too  few  people  watching,"  says  Rus- 
sell Betts,  manager  of  the  Indonesian 
office  of  the  World  Wildlife  Fund  (WWF). 

Captive  breeding  is  controversial,  too. 
Some  experts  fear  that  it  could  legiti- 
mize trade  in  exotic  animals — and  boost 
demand.  It  is  economically  impossible  to 
!)reed  animals  such  as  giant  pandas,  rhi- 
nos, and  gorillas.  It  also  costs  less  to 
grab  a  tiger  cub  from  the  wild.  "The 
only  way  to  make  poaching  uneconomic 
IS  to  flood  the  market  with  tigers  and 
drive  down  the 
price,"  says  Da- 
vid Melviile,  di- 
rector of  the 
wwf's  Hong 
Kong  office. 

Policing  the  farm 
is  tough.  How  do  you  tell 
a  farm-bred  animal  from  a 
captured  one?  One  way,  ge- 
netic testing,  is  too  expen- 
sive to  use.  Already,  Thai 
authorities   have  found 
that  some  farms  are  laun- 
dries for  traffickers:  Thai 
farms  raised  some  6,000 
caimans  in  1988 — but  ex- 
ported 7.')0,000  skins. 
MIXED  GRILL.  The  bust  of 
Voraphot  Harnsawat's  op- 
eration    revealed  the 
farm/trafficker  link.  Vor- 
aphot, who  didn't  respond 
to  BUSINESS  WKKK  inqui- 
ries, claimed  in  Thai  news- 
paper reports  that  his  10- 
building    enclave  near 
Bangkok  was  a  wildlife 
refuge.  Police  say  it 
was   a  slaughter 
house.  Animals 
were  sn^uggled 


THE  GLOBAL  IVORY  BAN  HAS 
BEEN  SO  SUCCESSFUL  THAT  JUST 
55  ELEPHANTS  WERE  POACHED 
IN  KENYA  LAST  YEAR 


in  by  trawler  from  Cambodia  and  Myan- 
mar,  according  to  the  Bangkok  Post.  Af- 
ter they  were  killed,  usually  by  strangu- 
lation or  drowning,  their  parts  were 
processed  for  Chinese  medicines. 

Because  of  the  raids,  some  Thai  deal- 
ers have  moved  to  Cambodia  and  Viet- 
nam, which  don't  belong  to  CITES.  And 
dealers  still  find  supplies  of  animals  in 
Indonesia  and  China,  where  enforcement 
is  lax.  When  investigators  from  the  Brit- 
ish-based wildlife  protection  group  TRAF- 
FIC recently  visited  a  village  in  coastal 
Fujian  Province  posing  as  Taiwanese 
buyers,  they  were  led  to  a  chicken  farm. 
Its  stock  included  pelts  of  a  Manchurian 
tiger,  of  which  only  20  are  left  in  the 
wild,  and  of  two  giant  pandas.  In  China, 
killing  either  is  a  capital  offense.  Yet 
dealers  seem  undeterred. 

The  Asian  preference  for  ancient 
cures  and  aphrodisiacs  is  partly  to 
blame.  Most  tiger  species  are  near  ex- 


Ket    Wltll    UgeiS  ilHU 


THE  FATE  OF  EXOTIC  WILDLIFE 

year,  several  million  animals  from  some  1,000 
threatened  species  are  trapped  or  killed  for  the  fol- 
lowing markets: 

ASIAN  MEDICINE  Millions  of  Asians  rely  on  bears' 
paws  and  gall  bladders,  tiger  penises,  rhinoceros 
horns,  and  dozens  of  other  animal  parts  for  every- 
thing from  treating  the  flu  to  enhancing  their  libidos 

FOOD  At  restaurants  in  Asia  and  Europe,  gourmet 
dishes  include  bear-paw  soup,  monkey  brains,  and 
steaks  from  endangered  deer 

PETS  AND  DISPLAY  Exotic  species,  especially  pri- 
mates, birds,  and  cats,  are  prized  as  pets  around  the 
globe.  The  U.S.  annually  imports  an  estimated  $10 
million  worth  of  exotic  birds,  while  in  Taiwan  orang- 
utans are  a  status  symbol.  Especially  in  Eastern  Eu- 
rope and  tatin  America,  zoos  that  can't  afford  to 
buy  animals  bred  in  captivity  often  turn  to  smugglers 

SKINS  Each  year,  millions  of  endangered  mammals 
and  reptiles  are  killed  to  supply  pelts  for  clothing  and 
skins  for  shoes  and  purses 

DATA  CONVENTION  ON  INTERNATIONAL  TRADE  IN  ENDANGERED  SPECIES,  BW 
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tinction,  but  tiger  penises  are  availabk 
for  up  to  $25,000  a  pound,  in  market 
such  as  Taipei's  Di  Hua  Street.  Mei 
soak  them  in  brandy  and  take  a  sluj 
before  sex  in  hopes  of  harnessing  tb 
animal's  libido.  For  such  buyers,  "yoi 
will  never  price  a  tiger  penis  out  of  th 
market,"  says  Chris  Brent-Kelly,  a  Honj 
Kong  animal-parts  broker  who  says  hi 
doesn't  deal  in  endangered  species. 

The  same  can  be  said  for  rhino  horn 
Most  of  the  11,000  remaining  rhinos  ar 
protected  in  Africa  and  Asia.  Yet  poach 
ers  kill  hundreds  annually  for  thei 
horns,  which  sell  for  $1,500  a  pound 
Most  go  to  Chinese  pharmacists,  wb 
grind  them  into  pills  to  treat  fever  an( 
congestion.  Rhino  horns  are  still  legal  ii  t 
South  Korea  and  Vietnami.  They're  als(  ■ 
available  on  the  black  market  in  Taiwai, 
and  China,  where  they  are  banned. 
SUBSTITUTES.  If  Asian  devotees  won'  ^ 
abandon  ancient  remedies,  the  WWIi? 
hopes  they'll  accept  substitutes.  A  199;  .  , 
study  at  Chinese  University  of  Honj  jfi 
Kong  concluded  rhino  horn  pills  are  ai  ' 
effective  as  aspirin  in  controlling  fever 
But  so  are  pills  from  cow  and  wate 
buffalo  horns.  The  WWF  hopes  Chinese 
doctors  and  consumers  will  take  heed. 

But  for  now,  the  most  effective  strate  ^ 
gy  is  pressure  on  countries  involved  ir . 
animal  trafficking.  The  global  ivory  bar  ^ 
has  been  so  successful  just  55  elephant;  t 
were  poached  in  Kenya  last  year,  vs  ^ 
5,000  in  1990  alone.  The  reason  is  simpk 
economics:  With  nc 
market   for  finj 
ished  products| 
the  wholesal 
price  of  ivory  has 
plunged  from  $2J 
a  pound  to  $1.35 
To  achieve  the  sam( 
protection  for  other  spe 
cies,  activists  say,  inter 
national  developmeni 
agencies  and  the  Worlc 
Bank  should  finance  th( 
preservation  of  anima 
habitats.  But  even  ii 
CITES  continues  to  sup 
port    restrictions  oi 
bans  on  trade,  endan- 
gered wildlife   face  a 
precarious   future.  As 
long  as  humans  insist 
on  using  them  for  pets 
or  dinner  entrees,  for 
medicine  or  for  pelts, 
none  of  these  species  is 
safe. 

By  Pete  Engai-dio  in 
Bangkok  with  Emily  T. 
Smith   in  Xew  York, 
Ken  Sticr  in  Bangkok, 
and  Margot  Cohen  in 
Jakarta 


ENVIRONMEt 


Know  us 

by  our  works. 


Komatsu  makes  many  things.  Constaiction  machines  such  as  excavators,  bulldozers, 
dump  trucks,  and  wheel  loaders.  Industrial  machines  such  as  presses  and  robots. 
Tough,  reliable  technology  built  by  local  communities  for  global  needs. 
Advanced  tools  for  a  better  life  and  a  better  world.  As  we  mark  our  70th  birthday, 
we're  working  to  extend  the  hand  of  man  in  the  service  of  the  planet. 
Komatsu.  Just  call  us  the  earth  company. 

KOMAlHSU 

The  earth  company,  unlimited. 

Head  Office;  2-3-6  Akasaka.  Minato-ku,  Tokyo  107,  Japan  Phone:  (03)  5561-2617  Facsimile:  (03)  3505-9662 
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Why  More  Businesses 
Rely  On  Yellow  For 
Solutions  To  Their 

Transportation  Needs. 

Every  day,  everywhere,  our  people  are  committed  to  understanding  and  exceeding 
your  expectations.  That's  why  more  companies  rely  on  Yellow  Freight  System  for 
solutions  to  their  transportation  needs  than  any  other  LTL  carrier  in  North  America. 

At  Yellow,  we  don't  think  you  should  have  to  conform  your  business  to  the 
way  your  carrier  does  business.  Which  is  why  we  work  to  adapt  our  services  to 
the  way  you  work. 

From  Montreal  to  Mexico  City,  Tampa  to  Tacoma,  Calgary  to  the  Caribbean, 
our  people  are  trained  to  match  our  many  resources  with  your  transportation 
requirements.  Whether  your  business  is  large  or  small.  Yellow  keeps  you  competitive 
with  reliable  pickup  and  delivery  service  and  advanced  information  systems. 

To  find  out  what  you  can  expect  from  us,  simply  ask  your  Yellow  Freight  System 
representative  or  call  your  nearest  Yellow  terminal. 


THE  YELLOW  LINE.™ 
EXPECTATIONS 
DELIVEREOr 
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P    E  I 

WORLD 


TRADE 


N      T      E  R 


TO   IMPROVE   YOUR  BUSINESS 
VISION,    SEE   US  FIRST 


20 

20  TWTC  puts  Asian  opportunities  in  focus  tor  you.  With  International  Trade  Shows. 

20  Inlor motion  services.  And  over  300,000  export  items  on  permanent  display. 

1  5 


So  if  you  want  a  clear  perspective  on  your  Asian  operations,  we  have  the  right  prescription 
Come  to  TWTC.  and  improve  your  business  vision    o&e  US  UTSI.    '  4    7  tr4DE  center 


20 

in  r  A-^  MIPEI  I^ORLD 

Come  to  TWTC.  and  improve  your  business  vision    bee  US  UTSl.  '47 

— F —  CMINM  EXIERN/IL  TR/1DE 

3  Operaledby   '^j^^  DEkTLOP/HENI  COUNCIL    Address  5 HsinylM  Sec  5  Tcnpei  Taiwan  P OC /Rxx  (886-2)725-l3l4/TeI  (02)725-lll! 
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;D  by  PAUL  M  ENG 

ORTH  1,000  WORDS 
i  A  COMPUTER,  TOO 


Lots  of  jobs  done  on 
computers  would  be 
enhanced  if  photo-quali- 
ty images  were  available 
along  with  other  data.  A 
personnel  system,  for  in- 
stance, might  be  more 
useful  if  it  had  employ- 
ees' pictures  as  well  as 
Social  Security  numbers 
and  addresses.  Such  sys- 
tems are  possible,  but 
usually  only  if  imaging 
is  built  in  from  the  start. 
Now,  Image  Data  Corp. 
s  it  has  a  package  of  hardware  and  software  that  will  layer 
ige-handling  on  top  of  existing  applications  on  any  network. 
Jsing  a  386-  or  486-based  IBM  PC  clone.  Insight  can  store  and 
fieve  full-color  images  and  distribute  them  to  any  PC  on  an 
ice  network.  It's  designed  to  tie  into  programs  running  on 
er  computers,  answering  queries  for  specific  images  as  well 
receiving  images  from  machines.  Image  transmission  takes 
m  10  to  45  seconds,  depending  on  the  image's  resolution 
I  the  speed  of  the  network.  An  Insight  setup  that  can  serve 
to  100  PCs  is  priced  at  $46,000.  The  machines  requesting 
iges  must  run  a  separate  $625  program. 


ESIGN  A  MOLECULE 

!  YOUR  BASEMENT  WORKSHOP 


lefore  Autodesk  Inc.  came  along,  computer-aided  design 
l(CAD)  was  performed  primarily  on  expensive  minicomput- 
running  costly  software.  But  around  1983,  the  Sausalito 
.lif.)  company's  AutoCAD  package,  priced  under  $1,000, 
de  it  possible  to  design  products  such  as  tennis  rackets  on 
linary  IBM-compatible  PCs.  Hundreds  of  thousands  of  engi- 
>rs,  industrial  designers,  and  tinkerers  bought  the  package. 
vJow,  AutoDesk  hopes  to  repeat  its  success  with  a  product 
led  HyperChem,  aimed  at  chemists  and  biophysicists.  The 
;kage  allows  researchers  to  create  and  view  chemical  struc- 
es  such  as  peptides  and  enzymes  on  a  PC.  That's  important 
developing  products  such  as  NutraSweet,  which  requires 
ding  new  ways  to  combine  molecules.  HyperChem,  which 
rks  with  Microsoft  Corp.'s  Windows  graphics  program,  can 
;e  experimental  data  directly  from  a  spreadsheet.  The  pack- 
5,  due  out  in  March,  will  sell  for  $3,000  to  $5,000  but  will  be 
d  to  universities  for  less  than  $1,000.  Similar  programs  for 
rkstations  and  minis  do  more  but  start  at  $10,000. 


IJITSU  TAKES  ANOTHER  CRACK 
r  INVADING  CRAY'S  TURF 


■here's  a  new  line  of  supercomputers  about  to  arrive — from 
Japan.  Fujitsu  America  Inc.,  a  subsidiary  of  Fujitsu  Ltd., 
5  decided  to  brave  the  current  storm  of  controversy  over 
S.-Japan  trade  and  begin  selling  the  parent  company's 
"2000  model  directly  to  American  engineering  and  scientific 
stomers.  These  machines  are  so-called  vector  computers, 
lilar  in  concept  to  those  sold  by  market  leader  Cray  Re- 


search Inc.  Fujitsu  says  the  VP2000  sells  for  as  much  as  $17 
million,  depending  on  configuration,  and  offers  257^  more 
oomph  than  comparably  priced  Cray  models. 

This  marks  Fujitsu's  second  attempt  to  crack  the  U.  S.  super 
market,  the  world's  largest  at  about  $1.3  billion.  Its  first  try, 
back  in  the  mid-1980s,  was  through  Amdahl  Corp.,  a  partially 
owned  subsidiary  of  Fujitsu  that  builds  IBM-compatible  main- 
frames. But  Amdahl  sold  not  one  super  in  the  U.  S.  and  only  a 
few  in  Europe.  Heading  the  new  sales  effort  is  Vice-President 
Thomas  W.  Miller,  57,  a  former  executive  of  Control  Data 
Corp.  To  help  software  companies  and  customers  tailor  pro- 
grams to  run  on  its  machines,  Fujitsu  America  has  opened  a 
software  lab  at  its  San  Jose  (Calif.)  headquarters. 


IS  A  SQUABBLE  LOOMING 
OVER  PHONE  EXCHANGES? 


With  the  boom  in  cellular  phones  and  fax  machines,  phone 
companies  are  running  out  of  numbers.  There  are  only 
two  virgin  area  codes  left:  810  and  910.  The  shortage  will 
disappear  in  1995,  when  the  industry  creates  640  new  area 
codes — by  using  smarter  switches,  thus  removing  the  need  for 
area  codes  to  have  1  or  0  as  their  middle  digit. 

In  the  meantime,  area  codes  are  filling  up.  And  that  means 
the  three-digit  central-office  codes  that  come  after  the  area 
code — commonly  known  as  exchanges — are  getting  scarce.  Ri- 
val providers  of  local  phone  service  that  need  blocks  of  num- 
bers are  questioning  whether  established  local  companies 
should  have  full  discretion  over  who  gets  the  precious  codes. 
"It  brings  to  mind  the  phrase  about  the  fox  guarding  the 
henhouse,"  says  Robert  C.  Atkinson,  senior  vice-president  for 
regulatory  and  external  affairs  at  Teleport  Communications  in 
New  York,  which  competes  with  New  York  Telephone  Co.  and 
others.  Bellcore,  the  research  arm  of  the  Baby  Bells,  is  asking 
for  written  comments  by  Mar.  13  so  it  can  report  to  the 
Federal  Communications  Commission  by  July  1. 


CROWDED  AIRWAVES:  THE  KC 
MAY  START  EVICTION  PROCEEDINGS 


lew  wireless  ser- 
I vices,  including  mo- 
bile voice  and  data  net- 
works and  radio  stations 
that  provide  compact- 
disk-quality  music,  are 
possible — but  only  if 
they  get  a  slice  of  the 
radio  spectrum.  To  make 
room  for  them,  the  FCC 
wants  to  move  current 
users:  specifically,  utili- 
ties, railroads,  cellular 
and  paging  operators, 
and  pipeline  companies 
that  use  microwave  networks  for  internal  communications. 

But,  those  23,000  microwave  licensees  don't  want  to  give  up 
their  space.  They  complain  that  the  higher  frequencies  they're 
being  asked  to  move  to  are  inferior.  For  example,  one  band  is 
used  by  backyard  satellite  dishes,  whose  owners  would  howl  if 
their  TV  reception  were  wiped  out  by  microwave  signals.  The 
entrenched  tenants  have  picked  up  political  support — including 
that  of  Presidential  contender  Senator  Tom  Harkin  (D-Iowa). 
The  FCC  is  accepting  comments  until  Apr.  21  on  how  and 
whether  to  go  ahead  with  the  spectrum-clearing. 
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Redefining  Automation:  Old  world 


craftsmanship  in  partnership  with  new  world 


Solutions  for  the  steel  industry 


innovation  allows  AEG  to  give  you  the  best 


of  both  worlds.  With  this  perspec- 


Modicon  programmable  logic  controllers 


m 


five,  AEG  redefines  automation  with 


a  unifying  concept  we  call  Geamatics. 


Solutions  for  ttie  food/beverage  industry 


Geamatics  is  cost-effective  solutions  based  on 


Assembly  systems 


I  i 


1 1 


repeatable  results  in  specific  manufacturing 


and  process  industries.  It's  control  products, 


Solutions  for  the  automotive  industry 


automation  systems  and  software  that  deliver 


Solutions  for  thie  paper  industry  j  , 


new  levels  of  flexibility,  functionality  and 


compatibility.  And,  it's  wraparound 


IVlodcomp  real-time  computers 


service -from  concept  to  comple- 


tion and  beyond.  Call  (908)  231-8405  to  learn 


what  AEG's  partnership  can  do  for  your  plant, 


Solutions  for  tfie  petrocfiemical  industry 


AEG  Corporation. 


AEG 


Member  of  the  Daimler-Benz  Group 


MOO 
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COMPUTERS  I 


THEY'Ri  'AMIGIANS'^ 
AND  THEY'RE  MAD  AS  HELL 


Amiga  users  say  Comniodore  neglects  theii'  beloved  machine 


It  was  not  an  amusing  spectacle  for 
the  folks  lunching  at  the  posh  Lyford 
Cay  Club  in  Nassau,  Bahamas,  last 
November.  A  bunch  of  angry  protestors 
had  invaded  the  private  country  club  to 
attend  the  annual  shareholders'  meeting 
of  Commodore  International  Ltd.,  which 
is  headiiuartered  in  West  Chester,  Pa., 
but  incorporated  in  the  Bahamas.  Their 
demand:  that  Commodore  Chairman  Ir- 
ving Gould — and  his  execu- 
tives— wise  up  and  do  a  bet- 
ter job  promoting  the 
computer  of  their  dreams, 
Commodore's  Amiga. 

These  Commodore  share- 
holders and  customers  ai-e 
the  most  vocal  members  of  a 
group  of  Amiga  owners  who 
have  developed  a  cultlike  de- 
votion to  their  computers. 
They  point  out — rightly — that 
when  the  first  Amiga  ap- 
peared in  1985,  it  embodied 
many  firsts  in  color  graphics, 
sound,  and  multitasking  (run- 
ning several  programs  at 
once).  But  since  then,  they 
complain,  Commodore  has 
done  a  poor  job  of  marketing 
the  machine  they  love  in  the 
U.  S.  Now,  with  Apple  Com- 
puter Inc.,  IBM,  and  others 
adding  Amiga-like  capabilities 
to  their  machines,  fewer  and 
fewer  computer  buyers  take 
the  Amiga  seriously. 

Except   for  the  cult  of 


Amiga  is  a  popular  game  machine,  espe- 
cially in  Britain.  In  Germany,  the  more 
powerful  Amigas  are  the  favored  ma- 
chines for  serious  programmers. 

The  numbers  tell  the  story:  Outside 
the  U.  S.,  Commodore  earned  $48.2  mil- 
lion on  sales  of  $1.05  billion  in  fiscal 
1991,  ended  June  30.  In  the  U.  S.,  Com- 
modore lost  $24.7  million  on  sales  of 
$192.8  million.  According  to  Internation- 


CAPED  CRUSADER  SCHWAB:  "WE  ARE  KEEPERS  OF  THE  FLAME 


Amiga.  Calling  themselves  "Amigians," 
they  have  taken  it  upon  themselves  to 
spread  the  gospel  of  Amiga.  "For  Amiga 
users,  the  computer  almost  becomes  a 
religion,"  says  Douglas  Barney,  editor- 
in-chief  of  the  monthly  AmigaWorld, 
which  has  a  circulation  of  101,()00.  "The 
computer  is  a  major  force  in  their  lives." 
SOFTWARE  PINCH.  The  big  fear  among 
Amigians  is  that,  after  years  of  declin- 
ing sales,  the  machine  may  simply  disap- 
pear from  the  U.  S.  market.  They  place 
the  blame  squarely  on  Commodore, 
which  has  had  rapid  U.  S.  management 
turnover  and  has  never  positioned 
Amiga  well  in  either  home  or  business 
markets.  With  models  priced  from  $400 
to  $5,000,  Amiga  fits  both.  In  Europe, 


al  Data  Corp.,  Commodore's  unit  share 
of  the  U.  S.  personal-computer  market 
drojjped  from  12.7'v  in  1986  to  2.1'-  in 
1990. 

That  decline  is  what  scares  Amigians. 
Already,  software  companies  are  reluc- 
tant to  write  programs  for  Amiga,  and 
few  computer  stores  carry  the  machine. 
Commodore  Marketing  Director  David  J. 
Archambault  says  a  new  U.  S.  push  will 
begin  next  month,  and  the  company  says 
there  are  absolutely  no  plans  to  with- 
draw from  the  U.  S.  market. 

Amigians  are  taking  no  chances.  "We 
will  fight  in  the  expos,  we  will  fight  in 
the  press,  we  will  fight  on  the  bulletin 
boards,"  says  Jeff  A.  Costantino,  part- 
ner at  VideoSign  Inc.  in  Davie,  Fla., 


which  uses  Amigas  in  video  productioi 
Costantino  is  a  member  of  one  of  tl 
hundreds  of  loosely  knit  user  grouj 
around  the  country  that  plot  ways  t 
make  Amiga  more  popular.  The  grouj 
organize  letter-writing  campaigns  t 
computer  and  business  publications  thj 
they  believe  have  slighted  Amiga.  An 
they  continuously  bombard  Commodor 
management  with  suggestions — whicl 
they  say,  management  ignores. 

Subtle,  they're  not.  Amigians  floo 
electronic  bulletin  boards  with  pn 
Amiga  messages  and  post  their  rallyin 
cries:  "Death  to  the  [IBM]  PC"  an 
"Death  to  the  Mac."  One  of  the  mos 
colorful  is  Leo  L.  Schwab,  a  softwar 
developer  based  in  Palo  Alto,  Call 
"He's  the  guy  frequently  seen  at  all  th 
PC  shows,  wearing  a  cape  and  terrori 
ing  IBM  reps,"  says  AmigaWorld'^  Ba 
ney.  Schwab's  tactic  is  to  corner  emploj 
ees  of  major  computer  an 
software  companies  and  hi 
rangue  them  about  the  sup( 
rior  abilities  of  Amiga  in  mu 
timedia — using  computers 
blend  sound,  graphics,  an 
video.  "We  ai-e  keepers  of  th 
flame,"  says  Schwab. 
'A  LITTLE  EXTREME.'  Man 
Amigians  also  have  a  finar 
cial  interest  in  keeping  th 
machine  alive.  The  Amiga  Dt 
velopers  Assn.  is  a  hotbed  o 
Amiga  diehards.  "Amiga  us 
ers  are  a  little  extreme 
their  zealousness,"  says 
Hospers,  chief  executive  off; 
cer  of  Dr.  T's  Music  Softwar 
Inc.  in  Boston  and  curren 
president  of  the  group. 

Beyond  zealots,  Amiga  ha 
built  a  solid  following  in  sev 
eral  markets.  Over  3  millioi 
Amigas  have  been  installed 
and  they're  being  used 
medical  technicians,  graphilirotf 
artists,  musicians,  and  videi 
production  companies.  Jo 


A( 

lucti 


Conti,  director,  digital  imaging.  Apogee  ^311 
Magic  in  Van  Nuys,  Calif.,  used  one  t(  [ijfgj 
create  animated  sequences  for  the  shov 
Unsolved  Mysteries.  And  author  Arthu 
C.  Clarke  used  the  Amiga  to  study  th<jiarigi 
Mandelbrot  set,  a  mathematical  formul; 
that  can  create  stunning  visual  effects 
for  his  latest  novel  The  Ghost  from  th 
Grand  Banks. 

Such  high-profile  endorsements  help 
So  do  fanatical  users  willing  to  spen( 
their  time  proselytizing  among  the  un  OWi) 
converted.  "You'll  have  to  pry  m 
Amiga  from  my  cold  dead  fingers,"  says 
Schwab,  who  disparages  all  other  PCs 
Then  again,  if  zealotry  sold  computers, 
Amiga  would  have  been  a  hit  long  agOj 
By  Sunita  Wadekar  Bhargava  in  New  yor& 
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TQCUT 
ON-THE-JOB 
ACCIDENTS 
INHALE 

START  HERL 


TMk  to  the  experts  at  DuPont  Safety       plan  that  gets  results. 


Accidents  hurt  people.  They  hurt  pro- 
uctivity  and  profits,  too.  How  can  you 
rotect  your  people  and  improve  profits? 


safety  management  techniques  to  work  at 
your  company.  Our  safety  consultants  work 
closely  with  you  to  develop  a  customized 


xluce  on-the-job  in- 
iries  by  50%  in  two 
ears. 

Based  on  Du  Font's 
wn  excellent  perfor- 


lanagement  Ser- 
ices.  We've  helped 
Lients,  in  a  broad 
mge  of  industries, 


Title 


Company 


Name 


Please  send  information  about  Du  Pont  Safety 
Management  Services. 

Have  someone  call  to  set  up  an  appointment. 


lb  cut  accidents 
in  half,  start  by  re- 
turning the  coupon  or 
contacting  Du  Pont 
Safety  Management 
Services  at 
1-800-532-SAFE. 


Address 


lance,  our  unique 
insulting  services 
nable  you  to  put 
roven,  practical 


Phone  i  !  

Send  to:  Du  Pont,  Safety  Management  Services, 


City  State  Zip 


Montgomery  235A.  Wilmington,  DE  19880-0800. 


©1991  DuPont 
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When  Du  Pont  needed  land  for  a  US$242  miilion  adipic  acid  plant  m  Singapore,  their  When  bony  chose  Singapore  for  a  U : ' .  '  ^  ■■  .  ■  _  ■  _  _ ;  -  '  [i.i 
first  outside  North  America,  they  got  on  islond .  plant,  they  were  given  one  of  our  chc'i  _''  ir,  n.j'.'nal  properties. 


."turing 


When  Siemens  wanted  to  expand  their  Singapore  plant  for  US$88  million,  lo  make  it 
their  biggest  IC  assembly  and  test  facility  worldwide,  they  got  all  the  space  they  needed. 


Singapore's  ready-built,  fully-serviced  factories  are  available  for  immediate  occupation, 
facilitating  fast  start-ups. 


DU  PONT 

"An  excellent  infrastructure, 
a  positive  business  climate 
and  professional  work- 
force." 

—  W.R.  Harrison, 
Croup  Managing  Director,  Asean 
Du  Pont  Singapore  Pte  Ltd  (1991) 


SIEMENS 

"Singapore's  infrastructure, 
its  state-of-the-art  commu- 
nication facilities,  its  highly 
motivated  and  dedicated 
engineers  and  technicians 
make  it  a  logical  choice 
for  our  kind  of  activities." 

—  Rudolf  Angermeir, 
Managing  Director, 
Siemens  (Pte)  Ltd, 
Singapore. 


SONY 

"The  future  for  Singapore 
is  both  bright  and  chal- 
lenging. As  partners  in 
this  future,  Sony  hopes  to 
continue  making  real  and 
lasting  contributions  in  our 
host  country." 

—  Akio  Morita, 
Cliairman, 
Sony  Corporation, 
Japan. 


THEIR  WORDS,  NOT  OURS. 


Du  Pont,  Siemens  and  Sony  ore 
examples  of  the  over  3,000  global 
companies  that  hove  benefited  from 
setting  up  in  Singapore.  From  the 
political  stability  and  open-door 
policies,  to  a  first-rate  English- 
speaking  workforce  and  world-class 
business  infrastructure. 

With  efficient  services  and 
modern  industrial  facilities  pro- 
vided by  Jurong  Town  Corporation, 
every  conceivable  detail  is  handled 


from  start  to  finish.  Including  hand- 
ing you,  almost  immediately,  the 
key  to  one  of  our  many  available 
ready-built  factories  and  R&D 
facilities.  Or  selecting  a  suitable 
site  for  your  operations,  and  get- 
ting it  built  within  a  year.  And 
operating  on  industrial  port  and 
a  marine  base  with  warehouses  to 
facilitate  your  business  operations 
24  hours  a  day. 

This  efficiency  and  expertise 


available  in  Singapore  are  critical 
for  fast  start-ups.  Our  total  busi- 
ness capabilities  and  the  com- 
mitment to  strategic  partnerships 
will  help  you  optimize  your  global 
competitiveness. 

Global  companies  are  in- 
creasingly using  Singapore  as  a 
base  to  tap  and  serve  the  vibrant 
Asia-Pacific  and  beyond. 

Don't  miss  out  on  these  benefits. 
Coll  us  for  more  information. 


SINGAPORE 

YOUR  GLOBAL  BUSINESS  ARCHITECT 

Boston  (617)  261-9981  •  Chicago  (312)  565-1100  •  Dallas  (214)  450-4540  •  Los  Angeles  (310)  553-0199  •  New  York  (212)  421-2200 
•  San  Francisco  (415)  591-9102  •  Washington  DC  (202)  223-2570. 
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tM'S  MAJOR  TRIUMPH 
i  MINIS 


e  AS/400  is  a  hit  in  a  market  most  companies  gave  up  for  dead 


n  the  past  few  years,  the  minicom- 
puter has  shot  to  the  top  of  the  com- 
puter industry's  endangered  species 

the  victim  mainly  of  personal  com- 
ers and  engineering  workstations.  By 
mid-1980s,  the  list  of  viable  minicom- 
gr  makers  had  dropped  to  about  a 
en,  from  more  than  100  in  the  1970s, 

it  continues  to  shrink.  Even  Digital 
lipment  Corp.,  long 

dominant  force  in 

market,  has  been 
aimed. 

omehow,  though,  re- 
ts of  the  mini's  de- 
e  never  reached  IBM. 
■ying  conventional 
dom  and  industry 
ids.  Big  Blue  has 
t  a  $14  billion  busi- 
s  in  minicomputers, 
ch  is  still  growing 
still  earning  hefty 
fits — with  gross  mar- 
5  of  about  56%.  More 
lortant,  at  a  time 
;n  IBM  sorely  needs 
ners,  the  AS/400  fills 
bill  nicely:  Since  the 
t  AS/400  shipped  in 
i,  replacing  two  older 
i  lines,  IBM  has  boost- 
ts  market  share  from 
'  to  28%.  Says  John 
Thompson,  general 
lager  of  the  IBM  Ap- 
ations  Business  Systems  Div.,  which 
igns,  builds,  and  sells  AS/400s:  "We 
DEC'd  DEC." 

NING  SUCCESS.  Even  better,  the  AS/ 
s  success  shows  that  in  at  least  one 
^e  division,  IBM  can  remake  itself  on 
run.  Located  in  Rochester,  Minn., 
•e  than  1,000  miles  from  IBM  head- 
rters  in  Armonk,  N.  Y.,  Thompson's 
sion  has  rewritten  many  IBM  proce- 
es  to  respond  quickly  to  market  de- 
ids.  Early  on,  for  instance,  it  signed 
hundreds  of  partners  to  program, 
,  and  install  AS/400s.  Along  the  way, 
ven  copped  a  Malcolm  Baldrige  Na- 
lal  Quality  Award.  Chairman  John  F. 
?rs  hopes  to  clone  that  success  as  he 
/es  Big  Blue  into  a  "federation"  of 
jpendent  companies. 


Now  the  managers  of  those  companies 
are  getting  to  see  their  role  model  meet 
its  severest  test  yet.  The  AS/400's  easi- 
est sales — upgrades  from  older  IBM  min- 
is— are  largely  over.  That  and  the  reces- 
sion crimped  growth  to  about  4%'  to  6% 
last  year,  estimates  Steve  Josselyn,  a 
market  analyst  at  International  Data 
Corp.  That's  "still  better  than  the  3%  for 


all  mini  makers,  but  down  from  the  10%- 
to  12%  rate  of  the  previous  three  years. 
At  the  same  time,  the  AS/400,  like  all 
minis,  has  been  feeling  more  heat  from 
machines  based  on  reduced  instruction- 
set  computing  (RISC)  technology.  They're 
now  attracting  the  type 
of  business  software — 
packages  to  run  a  medi- 
cal group  office,  say — 
that  has  been  the  AS/ 
400's  biggest  attrac- 
tions. IBM  says  there 
are  9,000  such  pro- 
grams for  its  machine. 

IBM  met  the  RISC  chal- 
lenge in  February  with 
13  new  AS/400  models. 
They  replace  a  line  un- 
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IBM'S 
MIDRANGE  GAIN 


veiled  just  10  months  earlier  and,  for  the 
dollar,  deliver  307'  more  power.  IBM  ex- 
ecs, meanwhile,  hint  that  IBM's  own  RISC 
chips  will  one  day  power  AS/400s. 

Meanwhile,  IBM  is  modernizing  the 
AS/400's  software.  To  make  it  more 
user-friendly,  Apple  Computer  Inc.  and 
software  supplier  Object  Technology  In- 
ternational Inc.  have  been  enlisted  to  get 
Macintosh  and  PS/2  desktops  to  work 
intimately  with  the  system  and  display 
graphical  "objects"  to  represent  AS/400 
data.  Most  AS/400s  still  use  old-fash- 
ioned numbers-and-text  terminals. 

At  the  same  time,  IBM  is  making  the 
AS/400  more  mainframe-like.  That 
should  appeal  to  customers  that  are 
"downsizing" — moving  work  from  costly 
old  mainframes  to  cheaper  machines. 
"IBM's  trying  to  provide  a  path  of  least 
resistance"  for  those  who  are  deter- 
mined to  stop  investing 
in  Big  Blue's  cash-cow 
mainframes,  says  Josse- 
lyn. This  way,  at  least 
they  stay  with  IBM. 
FAST  ACTION.  That  prag- 
matic attitude — free  of 
headquarters  dos  and 
(lon'ts — has  kept  Roch- 
ester quite  popular  with 
customers.  They  appreci- 
ate that  the  division 
shares  product  plans 
with  them — and  acts 
promptly  on  their  re- 
quests. "There's  no  de- 
velopment plan  locked 
away  for  the  next  three 
years,"  says  Michael  A. 
Goff,  vice-president  for 
advanced  technology  at 
DST,  a  financial  services 
subsidiary  of  Kansas 
City  Southern  Industries 
Inc.  that  uses  20  AS/ 
400s.  "They  can  respond 
to  us  in  a  very  short 
time  relative  to  other  IBM  divisions." 

The  AS/400  group  is  trying  new  mar- 
keting approaches  and  distribution  chan- 
nels, too.  Big  Blue  is  testing  sales  of 
smaller  AS/400  models  in  computer  su- 
perstores, including  the  Dallas-based 
BizMart  Inc.  chain.  And 
it  has  persuaded  Wang 
Laboratories  Inc.,  which 
still  makes  its  own  vs 
minis,  to  sell  AS/400s, 
too.  Who  knows?  At 
this  rate.  Big  Blue  one 
day  may  be  known  as 
the  AS/400  company, 
not  the  one  that  makes 
mainframes  and  PCs. 

Bi/  John  W.  Verity  in 
New  York 
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COMPUTER  SERVICES  I 


PUTTING  THE  PC 
INTO  POLITICS 


Partisans  of  'teledemocracy'  say  it  will  energize  the  electorate 


When  Arthur  S.  Wilkinson  ob- 
tained a  copy  of  a  six-page 
memo  called  "The  Clinton 
Record,"  he  knew  exactly  what  to  do 
with  it.  The  coordinator  of  the  Kerrey 
for  President  campaign  in  Bucks  Coun- 
ty, Pa.,  Wilkinson  switched  on  his  per- 
sonal computer,  wrote  a  summary  of  the 
memo  and  transmitted  it  to  a  special 
political  bulletin  board  on  the  Prodigy 
information  network.  The  memo,  which 
he  says  was  researched 
and  written  by  Bush 
campaign  operatives,  is 
highly  critical  of  Bill 
Clinton's  tenure  as  gov- 
ernor of  Arkansas. 
Within  two  days,  Wil- 
kinson received  more 
than  60  electronic-mail 
messages  from  voters 
who  wanted  to  read  the 
whole  thing.  He  faxed 
copies  to  most  of  them. 

Welcome  to  the  world 
of  teledemocracy — us- 
ing computer  networks 
as  a  campaign  medium 
and  as  a  way  to  bring 
ordinary  citizens  into 
the  political  process. 
With  3  million  U.  S. 
households  hooked  up 
to  on-line  information 
services — up  from 
500,000  four  years 
ago — this  year's  Presi- 
dential campaign  may 
be  the  first  to  feel  the 
influence  of  the  new  fo- 
rum. It  won't  transform 
politics  ovei'night,  but 
advocates  say  it  may  be 
the  begining  of  a  new 
type  of  participatory  de- 
mocracy that  could  en- 
ergize the  electorate 
and  regain  control  from 
pundits  and  lobbyists. 

Even  the  Presidential 
hopefuls  themselves  are 
going  on-line.  Former 
California  Governor  Jer- 
ry Brown  is  wired  into 
the  CompuServe  net- 
work (table)  where  cam- 


paign workers  now  field  about  100  re- 
quests a  day  from  voters  who  want  to 
learn  about  Brown  and  his  positions. 
Says  campaign  worker  Russ  Singer: 
"For  most  of  them,  this  is  the  first  time 
they  have  actually  contacted  a  campaign 
and  gotten  answers." 

Similarly,  last  December,  former  Ir- 
vine (Calif.)  mayor  Larry  Agran,  frus- 
trated by  the  lack  of  media  coverage  of 
his  campaign,  held  wliat  is  believed  to  be 
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CAMPAIGNING  IN  CYBERSPACE 


The  following  1992  Presidential  candidates  are  getting  their  message  out  to  vot- 
ers via  on-line  computer  services 

LARRY  AGRAN  (D)  The  former  mayor  of  Irvine,  Calif.,  a  long-shot  candidate, 
hosted  a  conference  on  the  CompuServe  network.  Voters  typed  in  questions  on 
their  PCs,  and  an  assistant  transmitted  Agran's  answers  back 

JERRY  BROWN  (D)  Set  up  a  forum  on  CompuServe.  Voters  can  send  electronic 
mail  messages  to  campaign  offices.  Workers  there  reply  to  questions  and  send 
back  electronic  versions  of  position  papers  by  the  former  California  governor 

PAT  BUCHANAN  (R)  A  volunteer  in  Michigan  posts  anti-Bush  messages  on  Prodi 
gy's  political  bulletin  boord.  He's  asking  voters  to  press  President  Bush  to  agree 
to  a  live  debate  with  the  TV  commentator 

BILL  CLINTON  (D)  A  Democratic  Party  official  in  Texas  set  up  on  area  of  the 
Prodigy  bulletin  board  called  TexasVote.  In  it,  she  deflects  criticism  of  the  Arkan 
SOS  governor  and  lists  prominent  people  who  hove  endorsed  him 

BOB  KERREY  (D)  A  campaign  worker  in  Pennsylvania  scans  Prodigy's  political 
bulletin  board  for  messages  from  undecided  voters.  He  sends  them  electronic 
messages  urging  support  of  the  Nebraska  senator 


the  first  live  computer  conference  by 
Presidential  candidate.  CompuServ 
members  were  notified  to  log  in  at 
certain  time  to  send  in  questions.  I 
speedy  typist  transmitted  Agran's  ar 
swers  back  to  the  voters'  PC  screens. 

An  electronic  Q&A  is  a  first  step.  Bu 
computer  network  enthusiasts  hav 
something  bigger  in  mind:  an  electroni 
town  meeting  spanning  the  nation.  "Bu 
how  do  you  conduct  a  meaningful  dis 
cussion  with  thousands  or  millions  o 
people?"  asks  Clem  Bezold,  executive  di 
rector  of  the  Institute  for  Alternativi 
Futures,  a  think  tank  in  Alexandria,  Va 
BORING  OR  SEXY?  The  two  largest  on 
line  services  are  trying  to  find  out.  Com 
puServe,  a  unit  of  H&R  Block  Inc.  witl 
940,000  members,  has  set  up  a  Campaigi 
'92  Forum,  where  members  post  note 
for  all  to  read.  Notes  are  grouped  ii 
subjects  like  "Can  Boring  be  Sexy? 
which  has  comments  on  the  TV  persons 
of  former  Massachu 
setts  Senator  Paul  E 
Tsongas.  Some  say  h( 
evokes  Elmer  Fudd 
while  others  argue  he' 
more  telegenic  thar 
Richard  NLxon. 

Prodigy,  a  joint  ven 
ture  of  IBM  and  Sears 
Roebuck  &  Co.  with  11 
million  members, 
more  active  in  framing 
the  debate  on  its  bulle- 
tin boards.  Prodigy  edi- 
tors choose  topics  in  tht 
news  and  rotate  therr. 
every  week.  Recent 
ones  include  "State  oi 
the  Union,"  "N.  H.  Pri- 
mary," and  "Taxing  the 
Rich."  Under  each 
members  create  the 
subjects.  Jennifer 
Mattingly.  a  Clinton 
campaign  official  and 
chairman  of  the  Demo 
cratic  Party  in  William' 
son  County,  Tex.,  set  up 
one  called  TexasVote 
There,  she  explains  why 
Clinton  will  "walk  away 
with"  the  crucial  Texas 
primary. 

But  political  pros 
such  as  Mattingly,  and 
Wilkinson,  the  Kerrey 
worker,  concede  that 
the  average  electronic 
debater  is  no  Winston 
Churchill.  "Any  idiot 
can  get  on  there,"  says' 
Mattingly.  That  also 
makes  polling  by  com- 
puter nets — or  by  inter- 
active cable  TV,  for  that 
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Century 


Whats  the 
best  incentive 

American? 


Park  Avenue 


Buick  quality. 


Today,  the  results  of  Buick's 
commitment  to  world-class 
quality  are  being  reported  by  the 
automotive  press,  and  by  Buick 
owners  as  well. 

For  instance.  Consumers 
Digest  and  Motor  Trend  have 
named  Buick  LeSabre  a  "Best 
Buy."  Buick  was  the  only 
domestic  automaker  to  show  a 
1991  sales  increase.  And 
"MotorWeek"  named  the  1991 
Park  Avenue  Ultra  America's  best 


luxury  car. 

And  right  now,  there's  added 
incentive  to  buy  Buick  quality: 
special  GMAC  annual- 
percentage-rate  financing*  on  all 


Buicks,  depending  on  the  model 
and  options  you  choose.  See  your 
Buick  dealer  today. 

'Exanitiles  24  monlhiy  paymenis  of  $42  93  per  1.000 
linanced.  36  monlhiy  paymenis  o(  $29  92  per  $1,000  and 
48  monlhiy  paymenis  of  $23  89  per  $1,000  Down 
paymeni  example  is  20%  down  (Your  down  payment 
may  be  more  or  less )  Dealer  financial  participation  may 
affect  consumer  cost  You  must  lake  retail  delivery  from 
dealer  stock  See  your  dealer  for  qualification  details 


Q|\fl     Buckle  up,  America' 

■Jil992  GM  Corp  All  rights  reserved. 
Century,  LeSabre,  Park  Avenue, 
Regal,  Riviera,  Roadmaster 
and  Skylark  are  registered 
trademarks  of  GM  Corp 


Buicks.  Or,  you  can  get  $250- 
$2,000  cash  back  on  selected 


BUICK 

The  New  Symbol  For  Quality 
In  America. 
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Howto 
Take  Advantage  of 

High  Global  rields 

Fidelity  Short-Term  World  Income  Fund 
High  Yields  From  Around  The  World 


Fidelity  Short- 
Term  World  Income 
Fund  olfers  investors 
an  opportunitN  to 
enjoy  the  signih- 
cantly  higher  yields 
currently  avaiJable 
from  many  short- 
term  international 
securities.  That's 
good  news  if  you're 
investing  for  income. 


See  How  Global  Yields  Compare 


Todaw  short-term  rates  in  many  foreign  countries  are  higher 
than  in  the  i.S.  This  chart  compares  three-month  Eiirodeposit 
CD  rates  as  of2/l9f92.  Rates  are  not  intended  to  reflect  the  yield 
or  inrestments  of  the  Fund  Source:  Reuters 


Managed  For 
High  StabiUty 

The  Fund  pursues  a  high  level  of  price  stability  by  investing  primarily 
in  short-term  securities  and  using  hedging  techniques  to  help  reduce  the 
impact  of  changing  currency  rates.  Of  course,  the  Fund's  share  price,  yield 
and  return  w  ill  vary,  and  you  may  have  a  gain  or  loss  when  you  sell  shares. 

Fidelity  Makes  It  Easy  To  Invest 

You  can  even  use  the  proceeds  from  \our  maturing  CD  to  open  an 
account.'  AjkI,  it's  eiLsy  to  open  an  \RA  or  transfer  an  existing  one.  Just  call 
us  and  we'll  assist  you.  Minimum  investment:  $2,500.  (Minimum  retirement 
investment:  $S()()) 

Visit  Your  Local  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


Fidelity 


Investments 


CODE:  BW/SWI/031692 
For  more  complete  information,  including  management  fees  and  expenses,  call  today  for  a  free 
prospectus.  Read  it  carefully  before  you  invest  or  send  money,  'l  nlike  nian\  CDs  iht-  Kund  is  not  FDIC- 
insuri'd  Fidi-lil\  DislrihulorsCiirporation,  X2  Devonshire  Strtrl,  Koslon,  MA  (12109 


matter — a  questionable  proposition 
Prodigy  does  such  surveys  but  warns 
that  the  results  aren't  a  statistically  val 
id  sampling.  Of  some  26,500  respondents 
to  a  recent  Prodigy  poll,  519'  said  tht 
U.  S.  is  headed  in  the  wrong  direction 
Yet  547'  said  they  plan  to  vote  for  Presi 
dent  Bush. 

'  To  help  subscribers  deal  with  issues 
Prodigy  has  added  a  data  base  callec 
"Political  Profile."  It  contains  the  legis 
lative  histories,  fund-raising  records 
viewpoints,  and  biographies  of  each 
Presidential  contender  and  member  ol 
Congress.  Now,  members  have  no  ex- 
cuse for  getting  their  facts  wrong 
There's  even  a  state-by-state  rundowr 
on  how  to  register  to  vote,  supplied  b> 
the  League  of  Women  Voters  as  part  oi 
its  "Take  Back  the  System"  drive.  "Vot 
ers  feel  the  Presidential  campaign  nc 
longer  belongs  to  them,"  says  Mary  El- 
len Barry,  the  league's  national  director 
"This  will  increase  their  sense  of  partici 
pation  and  interest." 
ON-SCREEN  ADS.  But  not  for  everybody, 
"How  many  poor  people  have  Prodigy  oi 
CompuServe?"  asks  Bezold.  "The  infor 
mation  revolution  will  increase  the  ineq 
uities  of  society."  Indeed,  CompuServe 
reports  $65,800  as  the  median  householc 
income  of  its  members.  Prodigy,  whicl 
sells  commercials  to  upscale  advertisers 
proclaims  a  median  household  income  ol 
$73,200.  These  subscribers  are  also  hy 
and  large  the  type  of  conservative  sub- 
urbanites who,  pundits  say,  swing  Presi 
dential  elections.  So  Prodigy  is  soliciting 
the  candidates  themselves  to  place  on- 
screen ads,  which  start  at  $10,000. 

Other  critics  charge  that  the  new  me- 
dium doesn't  tolerate  "politically  incor 
rect"  views.  Andy  Ditzhazy,  a  Michigan 
volunteer  for  TV  commentator  Pat  Bu 
chanan's  campaign,  domplains  that  Prod 
igy  has  refused  to  post  some  of  his 
notes,  in  particular  one  that  discusses 
ways  to  overthrow  the  federal  govern 
ment.  Prodigy  says  it  reserves  the  right 
to  reject  notes  that  it  deems  obscene 
offensive,  or  irrelevant  to  the  topic  a1 
hand.  And  despite  his  experience,  Ditz 
hazy  has  high  hopes  for  teledemocracy 
"When  everyone  has  access  to  electronic 
mail  and  bulletin  boards,"  he  says,  "po- 
litical debate  will  be  democratized." 

What  will  that  mean?  Teledemocrats 
envision  the  day  when  all  citizens  hav€ 
easy  access  to  the  information  that  their 
representatives  use  to  make  laws 
"Someday,"  says  Barry,  "congressmer 
will  be  on  the  network."  When  that  hap- 
pens, proposed  legislation  could  be  post- 
ed on  a  bulletin  board,  where  citizens 
could  register  their  opinions.  That  might 
even  get  couch  potatoes  more  involved 
in  running  the  country. 

By  Evan  I.  Schwartz  in  Neic  York 
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NOBODY  FLIES  FOR  THE  FOOD,  RIGHT?  Least  of  all  a  virtuoso  European  chef. 

Well,  almost  but  not  quite.  Wolfgang  Erbe,  the  highly  accomplished  Executive  at  a  Zurich  hotel 
Chef  of  Alaska  Airlines,  does  in  fact  fly  our  flights  for  the  express  purpose  of  talking  that's  been  rated 
with  passengers  about  how  they're  enjoying  their  food. 

And  that's  just  one  of  the  extr.iordinary  things  about  Chef  Erbe. 


Our 

He  was  trained      superior  food 

and  complimentary 
wines  have  helped 
us  win  Conde  jj 
■N'as/  Traveler's 


best  U.S.airlme 
rating  for  the  , 
past  three  ' 


the  best  in  the  world. 
And  during  the  42  years  of  his  note- 
worthy career,  he's  been  chef  for  diners 
as  discriminating  as  Aristotle  Onassis. 

Today,  he  devotes  himself  exclu- 
sively to  the  cuisine  of  Alaska  Airlines, 
creating 
dishes  for  us 

that  emerge  from  regional 
cuisines.  To  guarantee  the  flavors  of  these 
dishes,  we  use  an  exceptionally  high 
proportion  of  fresh  ingredients  in  them- 
far  more  than  airlines  generally  do. 

We  go  to  such  lengths  with  our 
food,  in  fact,  that  we  spend  more  money 


per  passenger  on  it  than  any  major  U.S. 
airline.  Which,  we  believe,  results  in  a 
dining  experience  entirely  different  from 
anything  you'd  ever  expect  on  an  airline. 

To  discover  what  it's  like  to  enjoy 
superior  cuisine  on  a  flight,  contact 
your  travel  agent  or  call  Alaska  Airlines 


THE  ONLY  MAN  ON  EARTH  WHO 

ft       /ifes  jor  the  food. 


NUCLEAR  POWER  I 


MANY  CHERNOBYLS 
JUST  WAITING  TO  HAPPEN 


15 

■m 
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A  BUSINESS  WEEK  probe  finds  the  former  Soviet  Union's  vast  nuclear  industry  teetering  near  disaster  " 


Sergey  Slesarenko,  chief  control- 
room  engineer,  didn't  like  what  he 
saw.  Scanning  the  main  computer 
screen,  blinking  red  on  a  silvery  wall,  he 
could  tell  that  the  first  reactor  of  the 
Ignalina  Nuclear  Power  Plant  in  eastern 
Lithuania  was  getting  too  hot.  Giant 
pumps  weren't  flushing  the  core's  72- 
foot-long  fuel  rods  with  enough  cooling 
water.  In  short  order,  some  of  them 
could  be  destroyed.  On  that  night  in  mid- 
January,  Slesarenko,  32,  was  staring 
into  the  face  of  another  Chernobyl. 

Slesarenko  had  to  make  a  tough 
choice.  Other  sensors  showed  that  every- 
thing was  running  normally.  An  emer- 
gency shutdown  would  cost  the  plant 
millions  of  rubles  in  downtime.  It  would 
also  rob  his  family  of  his  quarterly  sala- 
ry bonus,  sorely  needed  because  prices 
are  rising  very  quickly. 

Thinking  fast,  Slesarenko  kept  the  re- 
actor operating  and  ordered  fresh  soft- 
ware for  the  computer  to  clear  up  any 
glitches,  a  process  that  could  take  up  to 
two  hours.  During  that  time,  he  risked 
having  to  run  the  reactor  half-blinded. 
The  gamble  worked,  but  only  for  a  little 
while.  Before  Slesarenko's  shift  was 
over,  the  problem  happened  again.  And 
again.  It  wasn't  until  a  week  later  that 
operators  learned  why:  A  disgruntled 
employee  had  inserted  a  virus  into  the 
computer  software. 

CRUMBLING  PLANTS.  Six  years  after  the 
Chernobyl  disaster  contaminated  an  area 
the  size  of  Delaware,  the  commercial  nu- 
clear-power industry  in  the  former  Sovi- 
et Union  is  in  worse  shape  than  ever.  It 
may  be  the  twin  specters  of  smuggled 
missile  warheads  and  renegade  nuclear 
weapons  designers  that  send  shivers 
down  the  spines  of  officials  from  Wash- 
ington to  Tokyo.  But  the  more  immedi- 
ate danger  comes  from  outdated,  unsta- 
ble commercial  reactors.  A  BUSINES.S 
WEEK  inspection  of  two  plants  and  inter- 
views with  dozens  of  former  Soviet  offi- 
cials shows  how  the  vast  nuclear  indus- 
try has  been  left  virtually  unmanaged 
since  the  breakup  of  the  country's  politi- 
cal system. 

Nuclear  regulatory  agencies  are  in 


disarray,  and  safety  inspections  have  be- 
come much  less  frequent.  Because  of  a 
severe  money  crunch,  none  of  the  newly 
independent  republics  has  the  money  to 
maintain  proper  levels  of  servicing. 
Equipment  makers  are  being  forced  to 
shift  to  other  product  lines  such  as  refin- 
ery gear  and  earth  movers,  prompting  a 
shortage  of  spare  parts.  Nationalist  ten- 
sions in  Ukraine  and  Lithuania  are  keep- 
ing some  Russian  experts  out  of  facili- 
ties that  need  help.  Elsewhere,  nuclear 


operators  and  other  experts  are  taking 
better-paying  jobs  in  other  industries. 

Security  is  also  a  shambles.  The  nucle 
ar  stations  have  few  security  guards 
who  now  make  only  cursory  checks 
That's  a  far  cry  from  before,  when  the 
level  of  protection  came  straight  out  of  a 
cold  war  spy  thriller.  Plants  were  sur 
rounded  by  layers  of  electrified  fences 
topped  with  barbed  wire.  Three  separate 
teams  of  the  vaunted  KGB  stood  watch, 
aided  by  networks  of  plant  informants. 
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t  they  all  went  off  the  job 
er  last  summer's  failed 
ip  d'etat.  Meanwhile,  West- 
I  nuclear  organizations, 
;h  as  the  International 
)mic  Energy  Agency,  have 
n  slow  to  respond. 
it  the  center  of  the  drama 

15  of  the  world's  most 
pect  reactors,  similar  to 
one  that  exploded  and  par- 
ly melted  down  at  Cherno- 
.  Called  RBMKs,  or  High- 
ver  Channel  Reactors,  the 
.phite-moderated  reactors 
duce  40%  of  all  nuclear- 
lerated  electricity  in  the 
mer  Soviet  Union.  Safety 
in\  the  primary  goal  when 
y  were  designed  in  the 
Os  at  the  height  of  the  cold 

Soviet  experts  admit.  The 
nnlin  wanted  breeder  reac- 
^  that  could  provide  large  amounts  of 
imercial  power  while  producing  plu- 
ium  for  weapons  at  the  same  time, 
^hen  fate  caught  up  with  the  design- 

at  Chernobyl,  emergency  retrofits 
•e  ordered.  But  the  measures  failed 
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to  fix  such  profound  RBMK  design  flaws 
as  the  lack  of  containment  domes  to  trap 
radiation  after  an  accident  or  the  reac- 
tors' instability  when  run  at  low  power. 

Compounding  the  danger  is  the  loca- 
tion of  many  of  the  rbmks.  Some  are 
sited  on  the  outskirts  of  such  major  ur- 
ban areas  as  St.  Petersburg  and  Kiev. 
They  can  be  a  mere  50  miles,  as  the  wind 
blows,  from  Western  Europe.  Hence,  an 
accident  would  threaten  some  of  Eu- 
rope's largest  population  centers.  Otto 
Lambsdorff,  head  of  Germany's  Free 
Democratic  Party,  says  of  the  reactors, 
"They  can  explode  any  day." 

The  enormity  of  the  problem  is  just 
beginning  to  dawn  on  Western  Europe- 
ans, who  are  getting  their  first  unre- 
stricted visits  to 
the  reactors.  "The 
fact  that  all  Soviet 
reactors  are  un- 
safe is  without 
doubt,"  says 
Heinz-Peter  Butz, 
a  spokesman  at 
Germany's  Society 
for  Reactor  Safe- 
ty, a  Cologne- 
based  watchdog 
group.  "But  the 
RBMK  reactors  are 
the  worst." 

Not  surprising- 
Iv,  Western  Euro- 
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RADIATION 
LEVELS  AT  THE 
SOSNOVY  BOR 
FACILITY  NEAR  ST. 
PETERSBURG  ARE 
SO  HIGH  THAT 
GEIGER  COUNTERS 
GO  BERSERK 


peans  are  beginning  to  talk  about  what 
can  be  done.  Blue-chip  power-engineer- 
ing companies  such  as  Siemens  and 
Asea  Brown  Boveri  are  calling  for  the 
closing  of  RBMK  plants  and  the  forma- 
tion of  a  $7.5  billion  fund  from  Western 
governments  to  refit  other  reactors 
throughout  Russia  and  Eastern  Europe. 

But  reactor  catastrophes  are  not  the 
only  peril.  Chronic  leakage  of  radioactive 
isotopes  from  nuclear  facilities  also  is  a 
danger.  Take  the  Leningrad  Nuclear 


Power  Plant,  which  houses  four  1,000- 
megawatt  RBMK  reactors  in  Sosnovy 
Bor,  just  40  miles  west  of  St.  Peters- 
burg. When  German  atomic  energy  ex- 
perts visited  the  plant  last  year,  they 
were  stunned  when  their  Geiger 
counters  went  berserk  and  they  saw  fire 
doors  that  couldn't  close. 

Russian  environmentalists  claim  that 
levels  of  strontium  90,  a  radioactive  iso- 
tope, in  groundwater  near  Sosnovy  Bor 
are  350  times  above  normal  and  that 
plutonium,  which  is  ultratoxic,  is  present 
in  small  concentrations.  At  distances  of 
a  mere  1,300  feet  from  the  plant,  highly 
radioactive  particles  are  400  times  the 
normal  level.  The  leaks  are  caused  by 
badly  designed  storage  facilities  for  ra- 
dioactive sewage,  says  Yulia  Khairutdin- 
ova,  head  of  a  local  Greenpeace  chapter 
and  a  geneticist  at  a  local  ecology  lab. 
HOT  STEAM.  The  shortage  of  spare  parts 
is  another  problem.  In  the  reactor  room 
of  the  Sosnovy  Bor  'plant,  a  dozen  thin 
plumes  of  radioactive  steam  waft  from 
under  the  cover  of  the  reactor,  situated 
several  yards  away.  Questioned  about 
them,  Anatoly  Eperin,  the  plant's  direc- 
tor, answers  casually:  "That's  a  usual 
story  these  days:  The  seals  we're  get- 
ting now  are  pretty  poor  quality." 

If  the  former  Soviet  republics  were 
coping  with  purely  technical  problems, 
the  challenge  might  be  manageable.  But 
the  overlay  of  nationalist  passions  has 
given  rise  to  the  prospect  of  sabotage, 
as  evidenced  by  the  near  accident  at  Ig- 
nalina.  In  that  case,  Lithuanian  police 
arrested  a  senior  programmer  of  Rus- 
sian descent,  charging  him  with  infect- 
ing critical  reactor  software  with  a  com- 
puter virus. 

Although  Lithuanian  Criminal  Police 
Investigator  Kastutis  Ratcheishis  says 
he  hasn't  yet  uncovered  any  evidence 
that  the  programmer  was  motivated  by 
politics,  the  suspicion  is  strong.  Snetch- 
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kus,  the  nearby  town  where  most  plant 
employees  live,  is  an  island  of  Russian 
technicians  surrounded  by  resentful  and 
nationalistic  Lithuanians.  For  years, 
Russians  enjoyed  a  higher  standard  of 
living  because  of  their  work.  Now,  they 
are  being  forced  to  obtain  Lithuanian 
citizenship — or  leave. 

Just  a  year  ago,  when  the  KGB  con- 
trolled security,  it  would  have  been  ex- 
tremely difficult  to  sabotage  in  any  way 
a  Soviet  nuclear  plant.  Responsibility  for 
security  at  Ignalina  now  lies  with  Lithu- 
ania, which  is  loath  to  accept  it.  Says 
Jurgis  Vilemas,  director  of  Lithuania's 
Institute  for  Physical  &  Engineering 
Problems  of  Energy  Research,  newly  en- 


for  power  generation,  admits  Sergei  A. 
Adamchik,  head  of  the  committee's  nu- 
clear and  radiation  safety  department. 

The  committee  is  already  being  weak- 
ened by  defections  of  its  regulators  at 
the  Russian  nuclear  stations  because  of 
low  salaries.  Some  of  the  nuclear  ex- 
perts are  snapping  up  jobs  in  newly 
formed  private  power  companies. 
"We've  already  lost  several  young  .scien- 
tists to  cooperatives,  where  they  earn 
three  or  four  times  as  much.  How  can 
we  keep  them?"  asks  Alexander  Rim- 
sky-Korsakov,  grandson  of  the  famous 
composer  and  deputy  director  of  the  Ra- 
dium Institute  in  St.  Petersburg,  which 
was  responsible  for  developing  the  nu- 


WAITING 
FOR  ACTION 

A  LACK  OF  SPAftE 
PARTS,  FAULTY 
DESIGNS, 
POLITICAL 
INFIGHTING,  A 
BRAIN  DRAIN: 
ALL  PLAGUE 
THE  NUCLEAR 
INDUSTRY  IN  THE 
FORMER  SOVIET 
UNION 


trusted  with  improving  nuclear  safety: 
"We  have  no  money  to  beef  up  security 
at  the  plant.  And  to  improve  reactor 
safety,  we  need  Western  help  badly." 

No  doubt.  But  Western  nuclear  safety 
experts  trying  to  deal  with  old  Soviet 
reactors  can't  figure  out  who's  in 
charge.  One  problem  is  that  all  of  the 
reactors,  be  they  in  Lithuania,  Ukraine, 
or  elsewhere,  were  designed,  manufac- 
tured, and  regulated  in  Russia.  The  insti- 
tutes that  train  nuclear  technicians  and 
engineers  are  in  Moscow  and  in  Tomsk, 
Siberia.  Non-Russian  republics  simply 
don't  have  the  funding  or  the  expertise 
to  handle  dangerous  plants. 

Even  in  Russia,  regulation  is  up  in  the 
air.  Reactor  safety  will  be  overseen  by 
the  new  State  Committee  for  the  Super- 
vision of  Nuclear  &  Radiation  Safety. 
But  it  isn't  clear  how  sharp  the  commit- 
tee's teeth  are.  It  recognizes,  for  exam- 
ple, that  the  RBMK  reactors  are  extreme- 
ly dangerous  and  should  be  shut  down, 
but  it  is  powerless  to  issue  that  order. 
The  reason:  "We  have  no  substitutes" 


clear  fuel  cycle  for  reactors.  Similar 
complaints  come  from  reactor  manufac- 
turers, such  as  the  Izhorsky  Zavod,  a 
huge  industrial  conglomerate  on  the  out- 
skirts of  St.  Petersburg. 
NO  QUICK  FIX.  That  leaves  the  West  as 
the  only  place  where  help  can  be  found. 
Western  experts  argue  that  their  gov- 
ernments and  companies  must  get  in- 
volved. "They  should  make  an  interna- 
tional effort  through  the  European 
Community,  or  the  International  Atomic 
Energy  Agency,  because  any  kind  of  as- 
sistance is  in  our  self-interest,"  says 
Murray  Feshbach,  a  Soviet  expert  at 
Georgetown  University. 

But  help  won't  be  quick  in  coming, 
especially  for  the  RBMKs.  Western  com- 
panies specializing  in  making  equipment 
for  nuclear  power  plants  insist  that  fix- 
ing RBMKs  is  too  expensive.  Even  if  they 
could  be  fixed,  the  former  Soviet  repub- 
lics can't  afford  to  pay.  "Why  should  we 
give  away  our  equipment?"  says 
Manfred  Simon,  a  member  of  Asea 
Brown  Boveri's  managing  board.  Adolf 


Hiittl,  chairman  of  Siemens'  energy  div 
sion,  KWU,  is  even  more  adamant:  "Be 
cause  of  their  design  flaws,  it  is  econon 
ically  not  feasible  to  backfit  REM 
reactors.  Besides,  the  money  provide 
by  the  EC  is  not  enough  by  far."  Th 
European  Community  is  proposing 
$100  million  study  program. 

Nor  will  help  be  coming  soon  from  t 
l.^EA,  which  is  supposed  to  promote  t 
safe  operation  of  nuclear  plants  worl 
wide.  The  agency  is  only  now  launchin 
a  study  of  RBMK  reactors,  which  don 
exist  on  a  commercial  scale  anywhe 
outside  the  former  Soviet  Union.  Sa 
Morris  Rosen,  an  IAEA  expert:  "It's 
very  delicate  situation:  We're  trying 
get  the  cooperation  o 
new  government  agencie 
and  the  industry,  an 
that's  not  easy." 

All  remedies  face  polit 
cal  or  technical  impe( 
ments.  The  U.S.  Nucleai 
Regulatory  Commissioi 
for  example,  has  hel 
more  than  40  joint  meei 
ings  with  Soviet  nuclea 
officials  since  1988.  Bu 
American  restrictions  o 
exporting  high  technolog 
still  keep  sophisticate 
Western  computer  sys 
tems  out  of  the  hands 
nuclear  plant  officials 
Mothballing  a  nuclear  r( 
actor  of  the  Chernobj 
type  is  expensive  an 
takes  a  long  time.  That' 
why  two  reactors  at  Chei 
nobyl  won't  be  shut  dow: 
until  1993.  Even  if  the  foi 
mer  Soviet  republics  could  be  persuade 
to  shut  the  reactors  down  quickly,  senc 
ing  electricity  from  the  West  aloni 
the  existing  East  European  grid  is  in: 
possible  because  the  voltages  of  th 
Western  and  East  European  grids  ar 
not  compatible. 

It  all  shapes  up  as  one  of  the  mos 
difficult  challenges  the  West  must  fac 
as  it  copes  with  the  breakup  of  the  Sov 
et  Union.  Western  nuclear  industry  leac 
ers  and  politicians  may  be  unwilling  t 
expose  themselves  to  the  necessary  f 
nancial  risk  to  address  the  reactor  prot 
lems.  But  at  the  same  time,  they  ar 
taking  still  another  risk. 

Should  they  do  nothing,  and  a  radi£ 
tion  catastrophe  worse  than  Chernobj 
occur,  the  nuclear-power  industry  work 
wide  will  be  in  even  greater  turmoi' 
That  means  they  are  playing  Russia: 
roulette  with  nuclear  power  in  mor 
ways  than  one. 

By  Igor  Reichlhi  at  the  Ignalina  Powe 
Station,  with  Deborah  Stead  in  Moscoi 
and  Peter  Galiiszka  in  New  York 
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WHEN  OVER  75,000  LIVES 
ARE  ON  THE  LINE 


When  life  or  death  is  just  a  breath  -  or  a  phone  call  -  away,  you  don't  pick  an  ordinary  phone  system. 
You  pick  one  that's  based  on  the  simple  design  premise  that  all  calls  can  get  through! 
But  Fujitsu's  non-blocking  architecture  wasn't  the  only  reason  that  New  England's  newest  medical  center  - 
Jie  $218-miliion  DartmoutTi  Hitchcock  Medical  Center  (DHMC)  -  selected  their  F9600  digital  PBX  to  take  it  into  the 
21st  century.  DHMC  also  wanted  a  system  that  was  compatible  with  their  existing  phones.  A  system  that  transmitted 
voice,  data,  fa.x  and  video  images  to  4,700  terminals  over  a  seven-mile  network  of  fiber  optic  cable. 
And  a  support  team  committed  to  Integrated  Services  Digital  Network  (ISDN)  applications. 
The  answer  was  Fujitsu,  a  $2 1 -billion  global  telecommunications  and  computer  leader  serving  over  100  countries. 
To  see  what  answers  the  F9600  has  for  you,  call  1-800-553-3263. 


The  F9600  Digital  Telephone  (rom  Fujitsu,  a  $21-billion 
global  telecommunications  leader  serving  over  100  countries 


Fujfrsu 


I  he  global  computer  &  coiiinuMiications  company. 


This  year,  the  average 
corporate  manager 

will  spend  588  hours 
sitting  in  meetings. 

Fortunately,  this  is 
no  average  chair. 

▼ 


Its  the  Comtorto"  S\'stem  18  ch.iir  b\'  H.i\s'orth.  Where  elegance  meets  ergonomics. 
And  busmess  people  meet  m  exceptional  comfort  that  lasts  through  long  agendas.  ▼  At  Haworth, 
we  know  how  e.xecutives  realK'  work.  Because  we  \  e  been  uorkmg  with  them  even'  day  tor  more 
than  fort\'  vears.  t  Maybe  it's  time  we  met.  ▼  For  more  information  about  our  compan\'  and  our 
complete  line  ot  office  furniture,  call  Laura  Cramer  at  1-800- ■>44-2Ci00. 
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INCER  DETECTIVES 
SPENSE  WITH  THE  KHIFE 


The  hunt  for  cancer 
can  be  painful  and 
time-consuming.  Once 
doctors  find  a  suspicious 
tissue  mass,  they  take  a 
sample  and  check  for 
malignant  cells  under  a 
microscope.  Now,  scien- 
tists at  Los  Alamos  Na- 
tional Laboratory  are  de- 
veloping a  quicker,  less 
invasive  method. 

Physicians  would 
thread  a  hair-thin  bundle 
of  optical  fibers  into  the 
y.  By  measuring  the  response  to  light  sent  through  the 
Ts,  scientists  get  a  detailed  cell  "signature"  within  30  sec- 
s.  That's  because  some  light  scatters  as  it  hits  cells,  and 
le  causes  the  cells  temporarily  to  fluoresce. 
1  all  tissues  studied  so  far,  "there  was  a  clear  distinction 
A^een  malignant  and  healthy  cells,"  says  Irving  Bigio,  lead- 
)f  the  Laser  Sciences  &  Applications  Group.  In  lab  tests, 
io  showed  that  the  system  can  distinguish  between  cancer- 
and  normal  human  prostate  cells.  Next,  he  plans  to  use 
device  to  look  for  bladder  cancer  in  actual  patients. 


lENCE  SPENDING:  HOW  MUCH 
THIS  ELECTION  YEAR? 


0  boost  U.  S.  competitiveness,  the  Bush  Administration  has 
proposed  a  sharp  increase  in  the  1993  budget  for  basic 
?arch  and  for  technologies  such  as  high-performance  com- 
ing, materials,  and  advanced  manufacturing.  The  National 
mce  Foundation,  for  example,  is  slated  for  an  187^  hike, 
ut  the  plan  is  in  for  a  rough  time  on  Capitol  Hill.  At  a 
mi  NSF  budget  hearing.  Representative  Bob  Traxler  (D- 
h.),  chairman  of  the  House  subcommittee  that  funds  the 
,  NASA,  Housing  &  Urban  Development,  and  the  Veterans 
ninistration,  said  that  under  current  budget  caps  the  NSF 

be  lucky  to  get  a  5%  increase.  That  would  have  a  "devas- 
ng  impact  on  those  areas  related  to  critical  technologies," 
•ns  an  NSF  official,  who  says  the  new  programs  in  materials 

manufacturing  are  largely  contingent  on  the  187f  boost, 
hings  could  get  even  worse.  The  President's  budget  leaves 

some  expensive  programs  favored  by  members  of  Con- 
ss,  such  as  new  solid-fuel  rocket  motors  for  the  space 
ttle.  Adding  those  back  in  would  leave  even  less  money  for 
nee  and  technology  programs.  NSF  officials  hope  that  elec- 
i-year  politics  will  put  the  spotlight  on  U.  S.  competitiveness 

research  and  development — and  prompt  Congress  to  lift 
nding  caps  and  pump  more  money  into  research. 


^RNING  COOKS  UP 

EANER  CATALYTIC  CONVERTERS 


Reducing  emissions  from  automobiles  will  help  everybody 
Lbreathe  a  little  easier.  A  prime  target:  cold  engines.  It 
es  about  two  minutes  for  a  car's  catalytic  converter  to  heat 
and  begin  working.  The  untreated  exhaust  that  is  emitted 
he  meantime  is  a  major  contributor  to  smog.  Now,  Corning 


Inc.  in  Corning,  N.  Y.,  has  come  up  with  a  way  to  make 
catalytic  converters  much  more  effective. 

In  Coming's  prototype,  exhaust  goes  into  an  electrically 
heated  catalyst  that  starts  working  within  10  seconds  after  the 
vehicle's  ignition  is  activated.  Then  the  exhaust  passes 
through  a  conventional  honeycomb  ceramic  coated  with  plati- 
num and  rhodium. 

Corning  says  its  dual-catalyst  system  already  meets  or  beats 
most  of  California's  tough  emissions  standards  that  will  be 
phased  in  beginning  in  1994.  Still,  challenges  remain:  The 
converter's  need  for  extra  power  has  to  be  reduced.  And  the 
system— which  would  add  an  undetermined  amount  to  a  new 
car's  sticker  price — must  be  engineered  to  survive  a  minimum 
of  10  years  or  100,000  miles  on  the  road. 


THE  ROYAL  FOOD  TASTER 
OF  THE  '90s? 


Testing  food  for  contamination  often  requires  skilled  lab 
technicians  and  can  take  from  two  to  five  days.  Research- 
ers at  Hitachi  Electric  Engineering  in  Tokyo  think  they  have  a 
better  solution.  Building  on  studies  at  Japan's  Institute  for 
Physical  &  Chemical  Research,  the  company  has  developed  a 
system  that  tests  food  or  drug  samples  for  bacteria. 

The  system  illuminates  a  sample  with  a  xenon  flash  lamp 
and,  using  optical  integrated  circuits,  converts  the  reflected 
fluorescence  from  the  bacteria  to  electrical  signals.  A  personal 
computer  then  contrasts  the  signals  against  a  data  base  to 
reveal  how  many  live  bacteria  are  present  in  the  sample. 

The  biggest  selling  point  is  speed.  The  entire  analysis,  from 
the  initial  bacterial  culture  to  the  final  computer  readout, 
takes  just  over  eight  hours.  Since  it's  all  automatic,  the  system 
will  save  thousands  of  dollars  in  labor  costs,  the  biggest 
expense  in  today's  approaches.  Hitachi  expects  to  have  a  prod- 
uct on  the  market  within  12  months. 


THIS  SHOULD  SHED  SOME  LIGHT 
ON  POLLUTION'S  ILL  EFFECTS 


Ever  stricter  clean-air 
laws  mean  utilities 
and  state  and  local  gov- 
ernments must  carefully 
track  air  emissions  for 
Environmental  Protec- 
tion Agency  review.  Cur- 
rent systems  measure 
only  a  few  contaminants. 
The  EPA  is  testing  a 
spectroscopy-based  sys- 
tem, OPSIS,  that  charts 
20  chemicals  at  once. 

Here's  how:  As  a  nar- 
row light  beam  travels 
through  the  air,  each  gas  absorbs  light  in  a  specific  wave- 
length. The  telltale  wavelength  for  sulfur  dioxide,  for  example, 
differs  from  that  for  ozone.  With  OPSIS,  a  spectrometer  auto- 
matically determines  the  concentrations  of  pollutants  by  study- 
ing how  much  light  is  absorbed  at  each  wavelength. 

In  addition,  the  beam  can  scan  either  a  small  area  to  mea- 
sure smokestack  emissions  or  a  wider  swath  of  up  to  1.5  miles 
to  chart  regional  air  quality.  Asea  Brown  Boveri  Inc.,  which  is 
marketing  OPSIS  to  U.  S.  utilities,  says  the  system  will  save  up 
to  85%  on  testing  and  operating  costs.  The  EPA  is  considering 
using  OPSIS  as  a  basis  for  new  regulations  that  would  require 
measuring  more  pollutants  over  a  broader  area. 
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NOWHERE  TO  GO:  CHENEY 
WANTS  TO  MOTHBAIL  THE  M-1 


A  LIFE  RAFT 

FOR  ARMS  MAKERS 


Can  the  Defense  Dept.  keep  crucial  military  contractors  afloat? 


When  troubled  Avtex  Fibers  Inc. 
shut  down  its  rayon  plant  in 
Front  Royal,  Va./in  late  1988, 
the  shock  waves  immediately  spread  east 
to  the  Pentagon.  The  Defense  Dept.  and 
NASA  quickly  pumped  $40  million  into  the 
company,  which  was  the  nation's  sole  mak- 
er of  continuous-filament  rayon  yarn  for 
the  nose  cones  and  booster  rockets  of  stra- 
tegic missiles  and  space  vehicles.  That 
kept  Avtex  producing  long  enough  to 
amass  a  yarn  stockpile  and  gave  the  Pen- 
tagon time  to  line  up  another  supplier. 

Now,  it  seems  that  Avtex  was  an  early 
warning.  Cuts  in  military  procurement 
budgets  are  threatening  many  defense 
companies.  So  many,  in  fact,  that  Con- 
gress and  the  Bush  Administration  are 
fretting  that  the  nation  won't  be  able  to 
gear  up  quickly  in  a  crisis.  The  defense  in- 
dustrial base  "will  not  be  able  to  respond 
in  a  timely  fashion  if  it  is  allowed  to  wither 
away,"  said  Defense  Secretary  Richard  B. 


Cheney  in  a  Feb.  25  report  to  the  President 
and  Congress. 

To  avoid  that,  the  Administration  is  pull- 
ing together  a  life-support  system.  Cheney 
wants  to  keep  up  funding  for  defense  re- 
search and  development — $87  billion  this 
year.  But  he'll  take  new  weapons  only  to 
the  prototype  stage,  then  shelve  them  un- 
til they're  needed.  Meanwhile,  the  Penta- 
gon will  push  increased  arms  sales  to 
friendly  governments  to  stretch  out  cur- 
rent production  and  keep  factories  alive.  It 
is  also  shoring  up  industry  finances  by 
phasing  out  the  fixed-price  contracts  that 
resulted  in  big  losses  at  many  companies. 
And  it's  urging  defense  contractors  to 
adopt  flexible  manufacturing  systems  so 
they  can  switch  from  defense  to  commer- 
cial production — and  back — in  a  hurry. 

That  won't  be  enough,  critics  contend. 
"If  we  follow  [Cheney's]  plan,  we  will  be 
out  of  business  in  several  defense  indus- 
tries," argues  Representative  Les  Aspin 


(D-Wis.),  chairman  of  the  powerful  HouS' 
Armed  Service  Committee.  Others,  incluc 
ing  outgoing  Hughes  Aircraft  Co.  Chaii 
man  Malcolm  R.  Currie,  argue  for  a  ful 
bore  industrial  policy.  Otherwise,  the; 
fear  the  industry  will  be  hollowed  out,  as  i 
was  after  the  Vietnam  War.  In  1974,  Cor 
gress  tried  to  double  U.  S.  tank  productioi 
to  replace  tanks  given  to  Israel.  There  wa 
plenty  of  excess  tank  capacity  around.  Bu 
only  one  foundry  was  still  making  turret 
and  hull  castings,  so  it  took  more  than  twi 
years  to  get  output  cranked  up. 
SHRINKING  FLEET.  The  defense  base  is  a| 
ready  getting  thin  again.  In  1980,  ther 
were  22  major  U.  S.  shipyards.  Now,  ther 
are  just  five,  largely  because  U.  S.  yard 
can't  win  commercial  orders  against  ovei! 
seas  builders.  The  Navy  plans  to  halve  it 
orders,  to  five  or  six  ships  a  year,  whic 
may  be  enough  to  sustain  only  one  or  tw 
major  yards. 

Even  more  alarming  is  the  shakeou 
among  arms  subcontractors.  A  study 
the  Center  for  Strategic  &  Internationt 
Studies,  a  Washington  think  tank,  show 
that  the  number  of  defense  supplier 
plummeted  even  as  military  spendini 
boomed  during  the  '80s.  'Their  rank 
thinned  from  118,489  in  1982  to  38,007  i 
1987,  partly  because  arcane  Pentagon  ac 
counting  rules  drove  many  out.  Todaj 
there  are  just  one  or  two  domestic  maker 
of  such  key  items  as  airborne  radars,  opt 


MILITARY  MANUFACTURING:  THE  NEW  BATTLE  PLAN 


Here's  how  the  Pentagon  hopes  to  provide  enough  weapons-making  capacity  despite  huge  defense  budget  cuts 


KEEP  R&D  ROBUST  Maintain  research  spending  but  only  make  proto- 
types of  new  weapons,  rather  than  do  costly  full-scale  production 

STANDARDIZATION  Reduce  reliance  on  exotic  military  specifications 
and  buy  more  commercially  available  components 

FLEXIBLE  MANUFACTURING  Encourage  defense  companies  to  adopt 
civilian-styie  production  techniques,  so  that  vast  segments  of  industry 


can  quickly  switch  to  making  military  goods  if  war  breaks  out 

ENCOURAGE  FOREIGN  ARMS  SALES  Spread  the  cost  of  weapons— 
and  keep  the  surviving  defense  plants  busy — by  boosting  soles  to 
friendly  nations  overseas 

NEW  FUNDING  TECHNIQUES  Increase  reimbursements  for  research 
and  move  away  from  inflexible  fixed-price  contracts 


DATA:  DEFENSE  DEPT  ,  BW 
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cal  coatings,  plane  navigation  systems, 
and  titanium  wing  skins. 

To  help  slow  this  trend,  Aspin  proposes 
to  upgrade  existing  weapons  and  keep 
making  small  numbers  of  them.  For  in- 
stance, the  Administration  plans  to  moth- 
ball the  nation's  only  tank  line,  in  Lima, 
Ohio,  until  a  new  tank  is  produced  after 
2000.  To  keep  component  makers  going, 
Aspin  would  modernize  more  M-1  tanks. 
He  also  wants  the  Pentagon  to  keep  buy- 
ing F-16  fighters  from  General  Dynamics 
Corp.  But  such  ideas  are  costly.  The  Aspin 
approach  "would  bankrupt"  the  nation,  ar- 
gues Norman  R.  Augustine,  chairman  of 
Martin  Marietta  Corp.  "I'd  rather  spend 
that  money  on  research  to  look  for  break- 
throughs— stealth,  night  vision,  and  other 
things  that  make  a  huge  difference." 
SHORT  SHELF  LIFE.  Cheney  is  headed  in 
that  direction,  but  his  plan  has  pitfalls,  too. 
Merely  making  prototypes  may  let  too 
many  plants  close,  dispersing  work  forces 
and  key  skills.  "When  the  time  comes  to 
unmothball  the  tank  plant,  there'll  be  no 
one  to  run  it,"  warns  Loren  B.  Thompson, 
deputy  director  for  national  security  stud- 
ies at  Georgetown  University.  Beyond 
that,  technology  moves  so  fast,  says  Rog- 
er I.  Ramseier,  president  of  GenCorp's 
Aerojet  aerospace  division,  that  "I  can't 
imagine  a  product  that  could  be  put  on  a 
shelf  and  then  just  produced  at  a  later 
date." 

Quickly  shifting  from  military  to  civilian 
production  and  back  again  could  be  dicey 
as  well.  Some  small  defense  suppliers  are 
converting  successfully  (box).  But  the  ef- 
forts of  big  arms  makers  to  diversify  have 
been  "relatively  dismal,"  says  Peter  B. 
Oram,  president  of  Grumman  Corp.'s  air- 
craft group.  U.  S.  companies  that  do  both 
military  and  civilian  work  usually  keep  the 
two  separate  to  avoid  running  afoul  of 
Pentagon  security  and  auditing  rules. 

Switching  back  and  forth  would  be  easi- 
er if  the  Pentagon  used  simplified,  civilian- 
style  accounting  and  production  systems. 
Not  only  are  its  specs  exotic,  but  Defense 
Dept.  planners  often  dictate  in  excruciat- 
ing detail  how  weapons  are  made.  "Adopt- 
ing commercial  standards  would  encour- 
age flexible  manufacturing,  which 
provides  the  opportunity  for  integrating  ci- 
vilian and  military  production,"  says  Jac- 
ques S.  Gansler,  senior  vice-president  of 
Analytic  Sciences  Corp.,  a  Roslyn  (Va.)  re- 
search company.  It  would  cut  costs,  too. 
Murray  L.  Weidenbaum,  former  top  eco- 
nomic adviser  to  President  Reagan,  esti- 
mates that  paperwork  accounts  for  up  to 
SO'.'^c  of  defense-procurement  expenses. 

Trouble  is,  the  Pentagon  has  made  little 
progress  in  simplifying  its  rules.  And  time 
is  short:  Arms  procurement  is  expected  to 
drop  to  $50  billion  in  the  mid-1990s  from 
the  1985  peak  of  $126  billion. 

In  fact,  Cheney  may  already  be  inter- 


vening more  than  he  intended.  In  early 
February,  he  conceded  that  Defense  is 
funding  a  new  $4.5  billion  aircraft  carrier 
at  least  partly  to  keep  the  Newport  News 
(Va.)  shipyard  and  its  suppliers  financially 
sound.  And  the  Pentagon  says  it  might 
take  measures  to  bolster  McDonnell  Doug- 
las Corp.  if  the  company's  financial  trou- 
bles worsen. 

Defense  planners  are  also  rushing 
ahead  with  their  first  studies  of  how  much 


manufacturing  and  technology  may  b\ 
lost  in  the  current  cuts.  If  necessary,  sayj 
Deputy  Defense  Secretary  Donald  Jj 
Atwood  Jr.,  the  Pentagon  "will  put  efTor| 
into  sustaining"  critical  technologies.  Giv 
en  how  fast  the  industry  is  shrinking,  thi 
alternative  could  be  a  lot  more  Avtex-stylJ 
bailouts. 

By  Amy  Borrus  in  Washington,  wit\ 
Thane  Peterson  in  New  York  and  James 
Ellis  in  Chicago 


A  THRIVING  BUSINESS 
IN  SWORDS  >liW  PIOWSHARES 


y  day,  they're  defense  contrac- 
.tors.  But  on  nights  and  week- 
'ends,  engineers  at  Sonalysts 
Inc.  hole  up  in  their  labs  to  concoct 
new  businesses.  The  results:  Academy 
Award-winning  sound  effects  for  the 
film  The  Hunt  for 
Red  October,  comput- 
erized TV  animation, 
and  a  diving  business 
that  does  underwater 
repairs  on  nuclear  re- 
actors. They've  even 
come  up  with  a  "fish 
startler"  that  uses  so- 
nar technology  to 
scare  fish  away  from 
power-plant  cooling- 
system  intakes. 

What's  behind  all 
this  creativity?  De- 
fense cuts — and  a  lit- 
tle desperation.  The 
Navy  isn't  expected  to 
cut  back  on  the  research-and-develop- 
ment  work  that  Sonalysts  does.  But 
this  worker-owned  company,  founded 
by  ex-Navy  officers  in  Waterford, 
Conn.,  isn't  waiting  to  be  torpedoed. 
Unlike  most  of  its  bigger  rivals,  Sona- 
lysts is  a  master  at  creating  commer- 
cial businesses  from  Pentagon  know- 
how.  It's  so  good  at  it  that  the  state's 
Economic  Development  Dept.  has  hired 
Sonalysts  to  design  a  program  to  help 
other  area  defense  companies  survive. 
RIPPLE  EFFECT.  There's  plenty  of  need 
for  such  aid.  Some  4,000  workers  at 
nearby  Electric  Boat  Div.  of  General 
Dynamics  Corp.  are  expected  to  lose 
their  jobs  because  of  cuts  in  the 
Seawolf  submarine  program  (BW — 
Jan.  27).  The  ripple  effect  from 
Seawolf  could  devastate  southeastern 
Connecticut,  where  72%  of  some 
145,000  jobs  are  defense-related. 

For  people  in  such  a  fix,  Sonalysts  at 
least  offers  hope.  Last  year,  revenues 
were  up  20%,  to  $32  million,  with  non- 


fffO  OCTOBER:  SOUND  EFFECTS 
ARE  AMONG  SONALYSTS'  WARES 


defense  businesses  contributing  40%  of 
the  total — and  much  of  the  growth. 
While  other  companies  are  laying  off 
workers,  employment  at  Sonalysts  was 
up  14'  <  last  year,  to  427.  Even  so,  Pres- 
ident John  C.  Markowicz  and  five  other 
executives  have  taken 
20%'  pay  cuts  to  help 
keep  costs  low. 

The  company  keeps 
sales  growing  by  le- 
veraging one  business 
into  another.  It 
branched  out  from 
training  videos  for 
submarine  crews  into 
sound  effects  and  ani- 
mated promos  for  tele- 
vised Boston  Bruins 
and  Red  Sox  games. 
Building  on  the  fish 
startler,  other  work- 
ers developed  a  "mus- 
sel buster"  that  uses 
sound  waves  to  keep  zebra  mussels 
from  clogging  water  pipes. 

Markowicz  says  one  key  to  finding 
successful  commercial  products  is  to 
"be  resilient  and  accept  failure."  Sona- 
lysts has  had  its  share  of  duds:  A  video 
game  never  worked  during  sales  pre- 
sentations, a  now-defunct  second-mort- 
gage subsidiary  stumbled,  and  cases  of 
the  only  book  put  out  by  its  failed  pub- 
lishing arm  collect  dust  in  a  corner. 

The  company's  engineers  have 
shrugged  all  this  off.  And  why  not? 
Sonalysts  was  recently  hired  to  do  ani- 
mation for  sports  network  ESPN. 
Markowicz  hopes  the  small  project  will 
lead  to  a  major  contract.  Sonalysts  is 
also  considering  building  its  own  film 
studio,  and  it  plans  to  market  its  re- 
cording studio  to  musicians.  Designers 
also  want  to  revive  the  failed  video 
game  for  interactive  videodisks.  At 
Sonalysts,  even  old  ideas  may  be  a 
good  offense  against  defense  cuts. 
By  Lisa  Driscoll  in  Waterford,  Conn. 
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he  Intelligent  Choice  Since  1860. 


PRESBilT 

)ur  financial  strength  continues. 


FUTURE 

We'll  be  here  for  you. 


)mpany  of  America^ 


For  132  years,  The  Guardian 
has  earned  its  reputation  for 
quality,  strength  and  security. 

Today,  more  than  ever,  it's  important  to  i<now  if 
your  insurance  company  is  financially  secure.  Here 
are  some  facts  to  consider  about  Tiie  Guardian: 

A  Sterling  Past. 

The  Guardian  has  built  its  reputation  of  strength 
and  stability  one  day  at  a  time  since  1860.  That's 
over  a  century  of  delivering  quality  products  and 
service  to  individuals,  groups  and  corporate 
policyholders.  And  over  a  century  of  hard  work 
and  financial  diligence. 

Today,  Our  Financial  House  Is 
In  Order. 

Yesterday's  attention  to  quality  is  continuing  to  pay 
off  for  The  Guardian  today. 

The  Guardian's  1992  Individual  Life  Dividend  Scale 
continues  to  be  one  of  the  highest  in  the  industry. 
And  our  1992  dividend  payment  is  the  123rd  con- 
secutive in  The  Guardian's  history.  That  translates 
to  real  benefits  for  Guardian  policyholders. 

And,  The  Guardian  is  now  one  of  only  a  handful 
of  insurance  companies  that  have  earned  the 
highest  ratings  possible  from  each  of  the  three 
major  independent  financial  rating  services.  AAA 
from  Standard  &  Poor's.  Aaa  from  Moody's.  A  + 
from  A.M.  Best. 

We're  Ranked  #1  By 
Financial  World. 

In  a  recent  article.  Financial  World  magazine  took 
a  tough  look  at  the  insurance  industry.  They  ranked 
the  42  U.S.-based  life  and  health  insurance  com- 
panies with  assets  of  $5  billion  or  more  and  focused 
on  claims-paying  ability  as  well  as  the  customary 
statutory  financial  ratios.  The  Guardian  was  rated 
#1  ahead  of  a  lot  of  very  famous  names. 

A  Golden  Future. 

We'll  be  here  for  you  tomorrow  just  as  we  were 
here  for  you  yesterday.  Because  at  The  Guardian, 
our  policyholders  always  come  first. 

Find  out  more  about  the  financial  strength  of 
The  Guardian.  And  more  about  our  superior 
products  and  services  for  Life  Insurance,  Group 
Insurance,  Income  Protection,  Equity  Products, 
or  Asset  Management.* 

Cain  •800-662- 1006. 


^  The  Guardian 


The  Intelligent  dhoice" 

Since  1860 


•Equity  pfoducts  are  otieied  through  Guardian  Investor  Services 
Corporation*  and  Guardian  insurance  and  Annuity  Company, 
wholly-owned  subsidiaries  ot  The  Guardian  Life  Insurance  Company 
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orts  Business 


HOCKEY  I 


WHEN  THE  TV  LIGHTS 
START  TO  DIM 


Montreal  may  have  some  solutions  to  declining  TV  revenues 


Inside  the  Montreal  Forum,  the  antici- 
pation was  as  brittle  as  mirror  ice  on 
a  frozen  pond.  Montreal  Canadien 
fans  were  worried  because  their  first- 
place  Habs  had  dropped  three  straight. 
Then,  just  over  four  minutes  into  the 
Feb.  10  match  against  the  red-hot  Van- 
couver Canucks,  Canadien  Gilbert 
Dionne  slapped  the  puck  into  the  net  and 
the  standing-room  crowd  of  16,838  erupt- 
ed. That  set  the  tone  for  an  8-3  blowout 
of  the  Canucks  and  rekindled  hopes  that 
the  Canadiens  may  win  the  Stanley  Cup 
once  again — adding  to  the  record  23  they 
have  captured  since  1916. 

With  such  a  powerful 
team  and  such  rabid  fans, 
running  the  Canadiens  may 
seem  as  smooth  a  job  as 
one  of  Dionne's  slapshots. 
The  team  is  solidly  profit- 
able. Last  year,  it  was  the 
key  reason  its  owner,  the 
Sports  &  Entertainment 
Group  of  Molson  Cos.,  Can- 
ada's largest  brewer,  re- 
ported $7.4  million  in  oper- 
ating profits  on  sales  of  $52 
million.  But  Ronald  L. 
Corey,  the  pin-striped  presi- 
dent of  the  Canadiens  for 
the  past  decade,  complains 
that  "it  is  getting  tougher 
and  tougher"  to  prosper  in 
hockey.  Salaries  have 
soared  even  as  the  National 
Hockey  League  has  become 
the  first  professional  sport 
forced  to  take  a  cut  in  its 
U.  S.  national  TV  contract. 

Corey  isn't  wringing  his 
hands,  though:  He's  taking 
steiis  to  insulate  the  team 
from  the  vagaries  of  TV 
money  by  increasing  reve- 
nues generated  at  home. 
And  it  won't  be  surprising 
if  Corey's  experiment  is 
closely  watched  by  execu- 
tives in  other  sports.  The 
years  of  steady  growth  in 
the  national  TV  contracts  of 
Major  League  Baseball  and 
the  National  Football 
League  may  soon  end. 


Hockey  has  already  taken  its  lumps. 
The  league  is  receiving  a  mere  $5.5  mil- 
lion from  cable  network  SportsChannel 
America  this  year,  compared  with  $17 
million  yearly  under  its  previous  three- 
season  deal.  True,  the  NHL  does  better  in 
Canada,  where  its  contract  generates 
about  $25  million  a  year.  And  the  Cana- 
diens, like  other  teams,  pull  in  substan- 
tial revenues  from  local  broadcasts. 

But  TY  is  no  longer  Old  Reliable.  So 
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A  CANADIENS- 
BUFFALO 
SABRES  MATCH 


THE  CANADIENS'  FORMULA 
FOR  PROSPERITY 


Own  your  own  arena — and  stuff  it  with  luxury  boxes 
Build  concession  sales  by  making  food  outlets  eater-friendly 
Stay  close  to  the  fans  by  opening  practices  to  the  public — 
and  don't  charge  them  for  it 

Don't  disappear  in  the  off-season — keep  your  players  in 
the  public  eye  over  the  summer 

Don't  let  the  stars  go— staff  your  front  office  with  retired 
greats  and  Hall-of-Famers 


the  Habs  are  creating  other  mainstay, 
The  centerpiece  of  their  strategy  is 
plan  to  replace  the  Forum,  which  th( 
have  occupied  for  more  than  60  year 
with  the  largest  arena  in  the  NHL. 
they  get  the  needed  government  appro 
als,  the  Canadiens  plan  to  break  grour 
on  the  $128  million  new  Forum  in  19! 
and  move  in  for  the  1995-96  season. 
BIG  PAYOFF.  The  logic  for  the  move 
compelling.  Ticket  sales  already  mat 
up  almost  Q57'  of  the  revenues  of  NF 
teams,  with  lO'/f  more  coming  from  ot, 
er  arena  sources  such  as  concession 
Only  about  25%  comes  from  TV.  A  ne 
arena  may  be  the  only  way  a  team  c£ 
meet  player  costs,  which  soared  34%  th 
season,  to  an  average  of  about  $300,0( 
a  player,  and  still  make  money. 

The  new,  privately  financed  Foru 
promises  a  big  payoff.  Its  33%  increas 
in  capacity,  to  21,500  seats,  should  easi 
add  more  than  $5  million  to  annual  gat 
receipts  of  about  $15  million.  And  whi 
the  Forum's  61  cramped  luxury  box( 
bring  in  about  $1.3  million  a  year,  t\ 
126  boxes  in  the  new  Forum  will  net  ] 
times  that.  Despite  Can; 
da's  fierce  recession,  tl 
Canadiens  managed  to  pr 
lease  all  the  boxes,  at  u 
to  $106,000  a  season,  in  on) 
two  months.  "It  will  be 
tremendously  successfi 
building,  and  maybe  one  c 
the  most  successful  in  a 
of  sports,"  predicts  Ro 
Turner,  senior  vice-pres 
dent  at  Ellerbe  Beckf 
Inc.,  the  leading  U.  S.  arch 
tect  of  new  arenas.  (E 
lerbe  is  not  working  on  th 
Forum.) 

Of  course,  all  those  ros 
projections  depend  on  fa 
support.  That's  why  th 
Canadiens  throw  free  pra 
tices,  field  a  traveling  sof 
ball  team  during  the  sun 
mer,  and  keep  eight  Hall  c 
Famers  on  the  payroll. 

Still,  Corey  worries  th; 
there's  no  way  "to  guarai 
tee  winning  year  afte 
year."  So  Molson  ha 
formed  a  joint  venture  wit 
Canadian  Pacific  Ltd.  ths 
will  one  day  build  two  hug 
office  towers  next  to  th 
new  Forum.  Corey  calls 
"a  long-term  guarantee."  I 
the  uncertain  business 
sports,  even  the  depresse 
office  market  can  look  lik 
a  sure  thing. 

By  William  C.  Si/mondsv 
Montreal 


SPORTS  BUSIN 


Susan  Crowe,  Ex-Personnel  Director 


For  Susan  Crowe  of  Chicago,  the  corporate  lifestyle 
had  grown  stale.  The  time  had  come  to  work  for 
herself  (^fs  And  she  could  afford  to.  Six  years 
earlier  she  sat  down  with  her  Shearson  Lehman 


Brothers  Financial  Consultant  and  came  away  with 
a  diversified  investment  portfolio.  Which  included 
putting  some  assets  into  the  hands  of  a  top  money 
manager,        She  began  scouting  for  a  company 


in  the  seaside  hamlet  of  Stockton  Springs,  Maine. 
Where,  in  January  1992,  Sue  and  her  husband, 
Robert,  became  the  proprietors  of  Bluejacket 
ShipCrafters,  makers  of  museum-quality  model 
shipbuilding  kits,  e^^^  Is  there  someplace  you'd 
rather  be?  Maybe  we  can  help  you  get  there,  too. 

SHEARSON  LEHMAN  BROTHERS 

You  can  get  there  from  here."""  ||||||||||||. 


!1992  Shearson  Lehman  Brothers  Inc  Member  SIPC 


Dodge  DataLine 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 
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publishing  system  that 


lets  teachers  customize 
their  textbooks. 


The  first  satellite-delivered 
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Health 


j'Jil 


PROSTATE  CANCER: 

HOW  TO  THWART  A  KILLER 


r; 


owaii  Crawford  wasn't 
visibly  shai<en  eight 
years  ago  when  he 
heard  his  urologist  quietly 
say:  "You  have  prostate  can- 
cer." Now  69  and  living  an 
active  retiree's  life  in  Florida, 
the  former  director  of  corpo- 
rate communications  for 
Armco  recalls  how  he  listened 
"with  a  strange  feeling,  Uke  I 
was  outside  my  body  watch- 
ing myself"  as  the  doctor  dis- 
cussed treatment  options. 

As  the  population  ages, 
more  men  will  be  facing  the 
same  diagnosis  as  Crawford. 
Approximately  one  of  every 
11  men  in  the  U.  S.  will  devel- 
op prostate  cancer,  says  the 
American  Cancer  Society. 
More  than  80';!  will  be  past 
60,  as  in  the  case  of  71-year- 
old  Supreme  Court  Justice 
John  Paul  Stevens,  who  be- 
gan undergoing  treatment  in 
February,  and  Time  Warner 
Chairman  Steven  Ross,  64, 
whose  illness  may  have  pre- 
cipitated a  recent  realignment 
in  his  company's  executive 
ranks.  But  with  132,000  new 
cases  expected  this  year — 
10,000  more  than  in  1990— 
younger  men  are  also  at  risk. 
Figures  from  the  National 
Cancer  Institute  show  32 
cases  annually  per  100,000 
men  aged  50  to  54,  and  nearly 
100  for  ages  55  to  59. 

But  the  oews  isn't  all  bad, 
despite  projections  that  pros- 
tate cancer  will  kill  34,000 
men  in  1992,  ranking  it  second 
to  lung  cancer  in  deadliness. 
If  the  disease  is  discovered 
early,  before  it  can  spread, 
treatment  is  so  effective  that 
nearly  90%  of  all  patients  live 
at  least  five-  more  years.  And 
for  all  cases  combined,  the 
survival  rate  has  increased  to 
nearly  757'  from  507f  three  de- 
cades ago.  "With  those  kinds 
of  results,  today's  high  mor- 
tality rate  is  just  unaccept- 


able," says  Curtis  Mettlin, 
who  heads  an  ACS  committee 
on  ways  to  increase  early  de- 
tection of  the  disease. 

Unlike  some  cancers  that 
grow  deep  within  the  body, 
trouble  in  the  prostate  can  of- 
ten be  felt  by  a  physician  con- 


All  enlarged  prostate 
in  itself  can  be 
life-threatening 


ducting  a  rectal  examination. 
The  gland,  which  produces 
the  fluid  that  carries  sperm,  is 
ordinarily  the  size  of  a  wal- 
nut. But  it  becomes  enlarged 
as  a  man  reaches  50  or  so. 
Then,  it  often  presses  on  the 
bladder,  causing  him  to  feel 
the  need  to  urinate  frequent- 
ly. Or,  it  may  make  urination 
difficult  or  painful  by  com- 
pressing the  urethra,  the  tube 
that  carries  urine  from  the 
bladder. 

If  either  symptom  is  pro- 
longed, that  should  be  enough 


I 


to  make  you  consult  a  doct( 
An  enlarged  prostate  in  its( 
can  be  life-threatening 
about  one-quarter  of  all  cast 
as  the  swollen  gland  caus' 
infections  or  severe  urina: 
problems.  In  that  case,  si 
gery  to  remove  all  or  part 
the  prostate  is  called  for,  ai 
the  operation  is  so  comm( 
that  some  364,000  men  undi 
went  a  prostatectomy  in  199 
In  another  form  of  treatmei 
a  balloon  is  inserted  throu 
the  penis  and  then  inflated 
unblock  the  urethra.  The 
are  also  several  drugs  that  ajstors 
feet  blood  pressure  which  Ci 
relieve  symptoms.  Merck 
awaiting  government  appro 
al  on  a  new  drug,  Prosca  ii 
that  tests   indicate  actual 
causes  the  gland  to  shrin  r,ite 
Drugs,  though,  can  have  Ion  fc  st 
term  side  effects  that  arer  s 
yet  known,  and  they  arer 
likely  to  help  when  cancer 
present. 

NEW  TESTS.  Of  the  varioij 

treatments  that  come  in 
play  when  the  diagnosis 
cancer,  the  most  common  is  tf; 
remove  the  gland  surgicall 
The  operation  was  once  drea 
ed,  since  damage  to  nervi 
and  muscles  could  cause  ii 
potence  and  incontinence.  Bi  si  y 
now  microsurgery  techniqui 
have  reduced  the  chance  > 
such     unpleasant  consfci 
quences. 

Another  treatment  involvi 
killing  the  cancer  cells  wi' 
radiation  from  a  device  call* 
a  linear  accelerator.  Crawfoi 
notes  that  his  urologist,  D 
Louis  Gaker  of  Middletow 
Ohio,  successfully  used  an 
ternative  method  for  his  cai 
in  1984:  implanting  tiny  radi' 
active  pellets  in  the  gland. 

In  cases  where  the  cane 
has  spread,  treatment  can  I 
severe.  One  risky  alternati^ 
to  heavy  doses  of  radiation 
chemotherapy  with  expensiv 


km 


tl 
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intially  dangerous 
[s.  Another  is  to  rid 
body  of  testosterone, 
hormone  believed  to 
?r  growth  of  the  can- 
cells.  This  can  be 

1  by  administering  es- 
en,  which  may  cause 
d  clots  or  cardiovas- 
r  trouble,  or  by  cas- 
on,  which  surgeons  call 
iectomy.  Even  with  such 
tic  measures,  the  median 
ival  rate  is  only  one  to 

2  years. 

irtunately,  a  number  of 
tests  have  been  devel- 
in  the  past  few  years  to 
your  physician  detect 
tate  cancer  before  it  has 
ted  to  spread.  Among 
1  are  a  blood  test  for  PSA, 
rostate  specific  antigen — 


WARNING 
SIGNS  OF 
PROSTATE 
CANCER 


►  Weak  or  interrupted  urine  flow 

►  An  urge  to  urinate  frequently,  especially  at  night 

►  Blood  in  the  urine 

►  Painful  or  burning  urination;  painful  ejaculation 

►  Persistent  pain  in  the  back,  hips,  or  pelvis 

DATA:  NATIONAL  CANCER  INSTITUTE 


a  chemical  that  appears  in 
higher  levels  when  cancer  is 
present.  If  you  are  scheduled 
for  an  annual  physical  (and 
any  man  over  40  should  have 
one  that  includes  a  rectal 
exam),  the  blood  test  should 
precede  it.  Dr.  E.  David  Craw- 
ford, a  prostate-cancer  spe- 
cialist at  the  University  of 
Colorado  Health  Sciences 
Center,  says  the  PSA  test  is 
twice  as  accurate  as  a  rectal 


exam,  and  a  blood  test  warn- 
ing can  lead  the  examining 
physician  to  be  more  thor- 
ough. 

OUTPATIENT  BIOPSY.  If  yOUr 
doctor  feels  a  firm  spot  or 
Other  suspicious  area  on  the 
gland,  the  next  step  is  usually 
a  biopsy.  This  meant  an  over- 
night stay  in  a  hospital  a  few 
years  ago,  but  today  the  pro- 
cedure normally  is  done  in  the 
urologist's  office  in  minutes. 


While  the  patient  lies 
with  his  feet  elevated, 
the  doctor  uses  a  gunlike 
spring-needle  device  to 
take  a  millimeter-size  tis- 
sue sample  from  the 
prostate.  It's  done  so  rap- 
idly there's  no  need  for 
an  anesthetic. 

For  patients  wary  of 
enduring  even  the  momentary 
sting  of  a  biopsy  needle,  some 
urologists  use  an  ultrasound 
machine  to  produce  an  image 
of  the  prostate  gland  on  a  TV 
monitor.  But  because  the  de- 
vice can  reveal  extremely  tiny 
irregularities,  which  might  or 
might  not  be  cancerous,  reli- 
ance on  it  alone  can  lead  to 
overtreatment.  Many  doctors 
will  suggest  a  biopsy  as  a  fol- 
low-up anyway.       Don  Dunn 


10  sector  of  the  stock 
market  has  been  as 
hot — or  befuddling — 
iiotechnology  companies, 
stors  in  a  wide  swath  of 
;ch  issues  have  seen  their 
ings  double  in  price  over 
past  year  because  of  ad- 
es  in  drug-delivery  sys- 
DNA  technology,  carbo- 
ate  chemistry — in  other 
is,  stuff  that  leaves  most 
;  scratching  their  heads  in 
Iderment. 

you  plan  to  buy  biotech 
cs — or  short-sell  them,  for 

matter — a  good  place  to 
;  looking  for  worthy  equi- 
is  in  the  pages  of  biotech- 
newsletters.  But  find- 

a  sophisticated,  clearly 
ten  one  is  about  as  easy 
ene-mapping.  There  are  a 

of  such  publications,  but 
:  are  too  technical  or  nar- 
y  focused  on,  say,  new- 
;  approvals  at  the  Food  & 
y  Administration, 
•ofessional  journals,  such 
le  New  England  Journal 
Medicine,  are  only  for  die- 

biotech  mavens.  At  the 
isite  end  are  newsletters 
"just  rehash  company 
s  releases  and  don't  pro- 

any  analysis,"  declares 
lael  Scherer,  a  biotechnol- 
analyst  at  Dain  Bosworth 

ID-SPOTTER.  Fortunately, 
ndful  take  a  broader  per- 
:tive  (table).  The  best, 
as  the  Medical  Technol- 
Stock  Letter  and  BioVen- 


Investing 

MAPPING  THE  MYSTERIES 
OF  BIOTECH  STOCKS 


lure  View,  spot  trends  and 
hot  products  before  they're 
reported  in  the  media.  Medi- 
cal Technology,  for  example, 
devoted  one  recent  issue  to  a 
discussion  of  a  hot  trend  in 
pharmaceuticals,  "rational 
drug  design,"  and  followed  it 
with  a  list  of  companies,  in- 


cluding a  few  privately  held 
ones,  that  are  developing  the 
technology. 

BioVenture's  February  is- 
sue led  off  with  a  caustic 
analysis  of  the  Hambrecht  & 
Quist  Life  Sciences  Confer- 
ence, an  annual  biotech  dog- 
and-pony  show  characterized 


A  BIOTECH  NEWSLETTER  SAMPLER 


by  an  "onslaught  of  indeci- 
pherable new  technologies," 
reported  Cynthia  Robbins- 
Roth,  the  editor-in-chief. 

A  three-month-old  entry, 
Sturza's  Medical  Investment 
Letter,  takes  a  different  ap- 
proach by  focusing  on  three 
or  four  specific  companies  per 
issue.  The  January  issue  in- 
cluded a  buy  recommendation 
for  Barr  Laboratories,  a  ge- 
neric drugmaker  that  Sturza 
described  as  "very  underval- 
ued," and  a  sell  recommenda- 
tion for  pharmaceutical  giant 
Upjohn.  "Anything  but  'up,'  " 
sniffed  Sturza. 

LONG  ON  HYPE.  Another  of- 
ten-critical source  of  biotech 
analysis  is  a  more  general 
publication,  California  Tech- 
nology Stock-  Letter  (415  726- 
8495).  Editor  Michael  Murphy 
also  writes  a  newsletter  on 
short-sale  candidates  called 
Overpriced  Stock  Service. 

A  skeptical  viewpoint  is  es- 
sential because  biotech  com- 
panies are  often  startups  that 
are  long  on  hype  but  short  on 
sales  or  earnings.  "It's  very 
hard  to  buy  stocks  using  a 
newsletter  as  a  tip  sheet," 
says  Jeffrey  Casdin,  an  Op- 
penheimer  &  Co.  biotech  ana- 
lyst and  former  newsletter 
editor.  "They're  no  substitute 
for  first-hand  research." 

Biotech  newsletters  are  like 
a  roadmap  through  a  mine- 
field— they  point  the  way,  but 
you  still  have  to  watch  your 
step.  Gary  Weiss 
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Travel 


SALVAGING  THE 
FARE  WHEN  A 
TRIP  IS  NO  GO 


Six  days  after  Tom  Olson 
of  Pittsburgh  shelled 
out  thousands  of  dollars 
for  a  cruise  to  Alaska,  the  Ex- 
xon Valdez  spilled  millions  of 
barrels  of  oil  into  Prince  Wil- 
liam Sound.  Such  an  event 
could  turn  a  dream  vacation 
into  a  nightmare,  but  Olson 
wasn't  worried:  He  had  spent 
an  extra  $100  for  trip-cancella- 
tion insurance.  "When  you've 
invested  that  much  money 
and  planning,"  says  Olson, 
who  took  the  cruise  anyway, 
"you  want  the  confidence  of 
being  able  to  cancel." 

Travel  insurance  policies 
can  protect  holders  of  nonre- 
fundable travel  against  illness 
and  other  emergencies.  But 
determining  whether  the  pro- 
tection is  worth  the  premium 
requires  you  to  know  what 
coverage  you  have  and  what 
the  policies  really  cover. 


WHAT  TO  KNOW  BEFORE  BUYING  TRIP  INSURANCE 


DO  YOU  HAVE  A 
PRE-EXISTING  MEDICAL 
CONDITION? 


WHAT  DOES  YOUR 
INSURANCE  COVER? 


DOES  YOUR  AIRLINE 
ALLOW  FREE  CANCELLATIONS 
DUE  TO  ILLNESS? 


That's  hard,  given  the 
mountain  of  options  hawked 
by  travel  agents,  credit-card 
companies,  or  direct  mail. 
Baggage  insurance,  for  exam- 
ple, covers  lost  luggage.  Trip- 
delay  policies  pay  up  if  flights 
are  late  or  you  miss  a  cruise 
connection.  Medical-evacua- 
tion insurance  can  whisk  you 
home  for  treatment. 

But  agents  say  travelers 
are  most  interested  in  cancel- 
lation insurance — especially 
for  expensive  foreign  trips. 


pi-epaid  tours,  or  cruises.  It 
can  be  invaluable  if  you're 
forced  to  cancel  for  a  covered 
reason — a  natural  disaster,  in 
Olson's  case.  But,  advises  Lee 
Granger  of  Carlson  Travel 
Network,  "it's  important  to 
read  the  fine  print." 
CHRONIC  COMPLAINT.  To  be 
valid  grounds  for  a  cancella- 
tion claim,  for  example,  a  di- 
saster at  home  must  be  ma- 
jor— such  as  a  fire  or  flood. 
Or  if  you  hold  a  ticket  on  a 
bankrupt  carrier,  most  poli- 


cies won't  reimbur 
you  for  lost  airfare 
the  airline  stops  f 
ing  before  or  duri: 
your  trip.  "And  ] 
member,  you're  r 
covered  if  you  simj 
change  your  mind 
your  boss  says  y 
^  can't  go,"  war 
Beth  Godlin,  pre 
dent  of  the  travel 
vision  at  Acce 
America,  a  travel- 
surance  firm. 

Medical  problei 
are  trickier.  Tra\ 
policies  usually  doi 
cover  cancellatio 
due  to  long-term 
ness  or  preexistii 
conditions  treated  within 
days  of  buying  the  policy. 

Cancellation  insuran 
alone  costs  5%  to  6%  of  t 
coverage  amount.  But  yoi 
often  pay  more,  because  tra 
el  agents  push  comprehensi 
policies  costing  up  to  $ 
which  bundle  several  types 
coverage.  Cancellation  wa 
ers  giving  customers  the  rig 
to  back  out,  sold  by  tra\ 
providers  but  not  guarantee 
by  insurers,  run  as  high 
$100  per  person.       Jim  El 


Investors  looking  for  a 
quick  buck  should  stay 
away  from  the  former  Soviet 
Union.  Political  fragmenta- 
tion and  a  severe  credit 
crunch  have  frozen  near- 
term  business  prospects  cold- 
er than  the  Moscow  streets. 

But  for  investors  with  pa- 
tience, the  Commonwealth  of 
Independent  States  may  be 
worth  the  wait.  "It's  going 
to  be  several  years  at  a  mini- 
mum before  we  see  any  posi- 
tive benefits  come  out  of 
there,"  says  Michael  LaTron- 
ica,  analyst  at  Mar- 
tin Simpson  &  Co.  in 
New  York. 

Even  so,  a  few 
companies  have  seen 
immediate  rewards 
from  the  CIS.  Philip 
Morris  shipped  20 
billion  cigarettes  to 
the  former  Soviet 
Union  last  year.  Esti- 
mated operating 
profit:  $100  million. 
Rival  RJR  Nabisco 


Smart  Money 

FROM  MOSCOW  TO  MINSK: 
INVESTING  FOR  THE  lONG  HAUL 


shipped  17  billion  cigarettes, 
netting  an  estimated  $40  mil- 
lion profit.  Now,  both  compa- 
nies are  negotiating  for  fur- 
ther sales  on  a  republic-by- 
republic  basis. 

One  simple  investment  ap- 
proach: If  you  like  a  stock 


SETTING  SIGHTS  ON  EX-SOVIETS 

Compony/Commonwealth  investments 

ARCHER  DANIELS  MIDLAND  Spending  $50  million 
on  soy  processing  plants  over  next  two  years 

JOHNSON  &  JOHNSON  Pursuing  joint  ventures  for 
manufacturing  health  care  products 

PEPSICO  Continuing  $3  billion  expansion  of  bot- 
tling plants;  opening  Pizza  Huts 

PIONEER  HI-BRED  Owns  $10  million  seed  condi- 
tioning plant  in  Rovno 


for  its  present  fundamentals, 
consider  its  CIS  ambitions  as 
a  possible  long-term  positive 
factor.  Also,  note  that  mak- 
ing an  investment  now  in  the 
former  Soviet  Union  is  a  sign 
of  long-term  thinking  by 
managements  of  such  com- 
panies. "If  you  be- 
lieve that  300  million 
people  is  a  worth- 
while market  that 
you  don't  want  to  be 
shut  out  of,  then  you 
have  to  invest  now," 
figures  Dwayne  An- 
dreas, chairman  of 
Archer  Daniels  Mid- 
land. The  grain  giant 
expects  to  spend  $50 
million  on  soy-pro- 
cessing plants  in  the 


CIS  over  the  next  two  years 
Others  are  likely  to  benefi 
as  well.  Amoco  has  plans  fo 
production  from  oil  fields 
Kazahkstan  and  Azerbaijar 
assuming  negotiations  wit 
the  republics  progress.  Tek 
communications  companie 
stand  to  gain  from  the  nee^ 
to  improve  communications. 

Payment  remains  the  bi; 
gest  question  for  companie 
scouting  opportunities  fror 
Moscow  to  Minsk.  Seed  gian 
Pioneer  Hi-Bred  Internatior 
al  built  a  $10  million  cond 
tioning  plant  in  Rovno  tW' 
years  ago  and  constructei 
another  in  a  joint  ventur 
with  a  Soviet  company.  "Si 
far,  we've  gotten  paid  fo 
our  efforts,  but  we're  not  si 
sure  about  the  future,"  sai< 
Vice-President  James  An 
sorge.  Still,  companies  an<  «■ 
investors  who  stick  it  out  i) 
these  tough  times  coul( 
eventually  see  the  profit 
roll  in  like  a  St.  Petersburj 
blizzard.          David  Greisin; 
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PERSONAL  BUSi^ 


For  just  $100  they  can. 

nee  1961,  ACCION  International  has  been  helping  the 
3or  and  hungry  feed  themselves  in  poor  urban  and 
iral  communities  throughout  Latin  America  and  the 
aribbean.  in  these  desperately  poor  communities, 
eve  been  providing  hard-working  men  and  women 
ith  otherwise  unattainable  fair-rate  small  business  loans 
'ithout  these  fair-rate  loans,  thousands  of  shoemakers, 
akers,  artisans  and  street  vendors  would  be  unable  to 


make  a  living.  But  thanks  to  ACCION,  people  who  only 

one  year  ago  were  barely  able  to  keep  their  families  alive, 

today  have  paid  their  loans  back  in  full  and  have  been 

given  a  chance  to  better  their  lives. 

More  importantly,  they've  been  given  back  their  dignity 

All  it  takes  is  for  you  to  believe  in  them. 

For  more  information  or  to  send  a  contribution,  write  to 

ACCION  International,  1385  Cambridge  St.,  Cambridge, 

MA  02139  617-492-4930. 


ACCION  International 
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The  Swire  Group 

INTRODUCING   CATHAY   PACIFIC  FIRST 


THE  PERFECT 

INTERPRETATION  OF 

SPACIOUSNESS,  FLEXIBILITY 

AND  ABSOLUTE  COMFORT. 

SOON  TO  BE  REVEALED 

IN  ITS  ENTIRETY. 


Over  the  forthcoming  months  we  will 
be  introducing  an  entirely  new  first  class  service  to  our  fleet. 

A  significant  advance  in  the  art  of  first  class  travel,  Cathay  Pacific  First  has  been 
crafted  from  the  ground  up  to  meet  the  needs  of  the  most  discerning  international  travellers. 

In  Hong  Kong  we  have  added  the  largest  and  best  equipped  first  class  lounge  in  Asia. 
The  new  look  cabins  are  fresher  and  more  spacious.  We've  added  greater  seat  pitch  and  introduced  greater 
overall  individual  flexibility  to  our  inflight  services,  including  dining  and  personal  televisions. 

All  ot  which  create  the  tranquil  world  of  privilege  and  recognition  that  is 
Cathay  Pacific  First.  The  Renaissance  of  first  class  travel. 


CATHAY  PACIFIC 

Arrive  in  better  shape. 


A         B  U 


I     N^,.>>E        ■  S  WEEK 


O     S     I     U  M 


Delegates  to  Business  Week's 
third  annual  Future  Of  World 
Telecommunications  forum  will 
have  an  unparalleled  opportunity 
to  meet  with  directors-general 
and  ministers  of  communications 
from  around  the  world,  both 
in  formal  sessions  and  private 
discussions. 

Business  Week  is  honored  to  welcome: 

Alfred  Sikes,  Chairman, 
US  Federal  Communications 
Commission 

Sir  Leon  Brittan,  Vice  President, 
Commission  of  the  European 
Communities 

H.E.  Eugene  Chien,  Minister 
of  Communications, 
Taiwan 

Hon.  Bradley 
Holmes,  US  Asst. 
Secretary  of  State  for 
Communications  and 
Information  Pohcy 


Presented  in 
association  with: 

DELOITTE  & 
TOUCHE 

DIGITAL 

EQUIPMENT 

CORPORATION 

FRANCE  TELECOM 


MCI  COMMUNICATIONS 
CORPORATION 

MOTOROLA 


1 
J 


0 


\ 


The  Future  of  World  Telecommunications 


1^  '/^^C^ 


NATIONAL  SEMICONDUCTOR  k 

NCR  CORPORATION  K 

SYNCORDIA 

Attendance  is  limited,  so  register  now. 

Call  Business  Week  Executive 
Programs:  In  US  (800)  445-9786 
or(+l-212)512-2l84, 
or  fax  (+1-212)512-6281 


Busin^sslifeelt 


21-22,  ISS2  /  Mi; 
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20,000 PHDS 


THE  ONLY 
REASON 


COUNTY  IS  A 

SMART 
MOVL 


It  takes  no  genius  to  figure  out  that 
ll-educated  employees  are  critical  to 
xess  in  business.  In  and  around  Fairfax 
unty,  youH  find  a  greater  concentration 
hem  than  anywhere  else. 

But  the  quality  of  the  people  who 
1  work  for  your  company  is  only  part  of 
y  you  should  consider  moving  here. 

Washington,  D.C.  is  right  next  door, 
d  many  companies,  including  Mobil, 
&T,  TRW,  EDS  and  Rockwell  Intemation- 
capitalize  on  the  government's  need 
information  and  analysis. 

Washington  Dulles  International  Air- 
t  located  in  the  County,  offers  1,897  flights 
"  week  to  76  domestic  markets.  And  108 


flights  per  week  to  14  international  locations. 

The  State  of  Virginia  is  another  com- 
pelling reason  to  move  to  Fairfax  County.  A 
sense  of  fiscal  responsibility  and  sound  man- 
agement dominates  both,  the  County's  AAA 
bond  rating  being  a  perfect  case  in  point. 

And  perhaps  most  critical  to  the 
people  who  work  here  is  the  way  of  life  the 
County  offers.The  neighborhoods  are 
beautiful.  Public  parks  are  many  and 
inviting.The  school  system  is  one  of 
the  nation's  best. 

For  more  information,  call  us  or  send 
us  the  coupon. 

You'll  find  that  a  move  to  Fairfax 
County  is  smart,  if  not  downright  brilliant. 


FAIRFAXCOUNTY, 
VIRGINIA 

Please  send  me  more  information  on  the  business 
advantages  of  Fairfax  County. 


Name_ 
Title 


Company. 
Address 

City  

Phone  


_State_ 


_Zip_ 


Fairfax  County  Economic  Development  Authority, 
8300  Boone  Boulevard,  Suite  450,  Vienna,  Virginia  22182 
Telephone  (703)  790-0600.  Fax  (703)  893-1269. 


BW2 


Turn  your  excess  inventory  into 
a  substantial  tax  break  and  help 
send  needy  kids  to  college  as  well. 


Call  for  your  free  guide  to  learn  how 
donating  your  slow  moving  inventory  can  mean 
a  generous  TAX  WRITE  OFF  for  your  company. 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 

P.O.  Box  3021,  Glen  EUyn,  IL  60138  FAX  (708)  690-0565 
Excess  inventory  today. ..student  opportunity  tomorrow 
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idex  to  Companies 

index  gives  the  starting  page  for  a  story  or  fea- 
■  with  a  significant  reference  to  a  company.  Most 
sidiories  ore  indexed  under  their  own  names, 
npanies  listed  only  in  tables  ore  not  included. 
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Digital  Equipment  111 
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Software  HOP 

Drexel  Burnham 
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Koye,  Scholer,  Fiermon, 
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Kmart  56 


Ecolab  39 
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Fininvest  52 
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Microsoft  11 OM 
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The  Wall  Street  Journal: 

DOES 
ANYONE 
REAUY 

UNDERSTAND 
fflEOS. 

TAX  CODE? 

Introducing  tlie  1991-1992  Tax 
Dictionwy  from  Shepard:vTVIcGraw-Hi]|, 
In  one  iindersUuidiible  volume  the  1991- 
1992  Tax  Dictioiuny  packs  e.xphuiations 
of  more  th;m  4,()6()  terms  of  federal 
t;Lxation.  You  get  cleai-  definitions  of 
eveiytliing  from  liiglily  teciinical 
regulations  to  t;L\  slang,  and  iill  tlie 
chiuiges  through  the  1989  tax  act.  Tlim 
obstacles  into  opportunities! 


CAli  TODAY: 
1-800-525-2474 

ONLY  $29.95 

Review  it  at  no  risk  for  30  days! 

VISA  and  Ma.stercard  accepted 

□  Send  my  copy  todxiy!  Seiicl  me  S/jepards 
1991 -1992  Tax  Dictioiuny  on  3()-div  review. 
Revised  ajiniiidly.  I  Q'X)  volume:  $3().' 

TIk'  inf(innaU(in  Ix'low  niii.M  Ix-  uini|)lfi«l  k,  |,nxc-s.'.  voiir  iirtk-r 

□  VISA  □  MMiTGird  l;.xp  Date  _  □  BiU  nic  □  Cha  k  attichc-d 
Card# 


.N;une . 
Addre.-vs . 
Cla-  


-  State  _ 


Zip^ 


Phone  ( _ 

Rrtiim  l„  Slii-pardyMd,ra»-H,|],  P  0  H,n  « wi  (>,|„n„l„  .Spnnfts,  CO>IIW« 

SHEPARD'S 
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Can  We  Survive 
Without  It? 


jlON 

Nil  IF 

rj|i 


1 
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In  the  time  it  takes  you  to  read  this 

line  untold  species  arc  disappearing  from  this 
planet.  Forever. 

Docs  It  matter?  Should  business  care?  The 
c]uestions  are  crucial.  The  answers  are  critical 
to  our  health,  our  livelihood  -  and  our  lives. 

Business  Week's  6.8  million  readers*  will  be 
privy  to  the  answers  in  an  upcoming  special 
advertising  section:  IVildiife:  Can  We  Suruwe 
Without  It?  —  third  in  the  groundbreaking 
Business  Week  series  on  business  and  the 
environment. 

Produced  in  cooperation  with  the  world's  pre- 
eminent wildlife  conservation  organization,  the 
New  York  Zoological  Society,  Wildlife  will 
discuss: 

The  Reasotts  why  wildlife  matters,  to  all  ot  us. 

The  Urgency  of  the  wildlife  crisis,  which  is  at 
the  very  top  of  global  environmental  concerns. 


The  Connection  between  loss  of  wildlife  and 
loss  of  habitat  -  and  the  implications  for 
economic  development. 

The  Stewardship  Role  which  business  can 
and  must  play  to  simultaneously  protect  wildlife 
and  sustain  commerce. 

And... 

The  New  York  Zoological  Society  whose 
leadership  puts  it  at  the  forefront  of  wildlife 
conservation,  worldwide. 

For  More  Information  Please  Call: 

Kate  Kirkland 
Project  Director 
(  212  )  512  -  3226 

Issue  Date:  May  18,  1992 
Closing  Date:  April  6,  1992 
Standard  North  America  adi'ertisii{^  rates  apply. 

*  North  America  Edition.  Simmons  1991 
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ivestment  Figures  of  the  Wee 


NENTARY 

ice  of  stronger  economic 
h  led  to  widely  disparate  re- 
s  in  the  stock  and  bond  mar- 
.onds  were  sent  reeling  on 
2,  when  the  Notional 
iation  of  Purchasing 
gement's  February  index 
led  a  surprisingly  strong  in- 
i.  Stocks  reacted  to  the  same 
»  by  climbing  to  record  lev- 
e  stock  market  on  Mar.  4 
close  to  piercing  the  elusive 
level  on  the  Dow  Jones  in- 
]|  overage.  The  market  rose 
'9.2  before  closing  at  3269. 


STOCKS 

Feb.  Aug. 


Feb. 


BONDS 

Feb  27-Mor.  4  Feb.       Aug        Feb     Feb.  27  Mar.  4 

  425       1500  1   I   1420  100 


THE  DOLLAR 

Feb.       Auq.  Feb, 


■  420  1400 


t 


yi 


p  1370  28 
-!— !-  1360  80 


1330  70 


Feb.  26-Mar.  4 
—   89 


52-week  change 
+8.8% 


1  -week  chonge  52-week  change 

-1.4%  +4.4% 


1  -week  change 
-0.6% 


52-week  change 
+  4.2% 


1  -week  change 
+  1.3% 


^RKET  ANALYSIS 


%  <hange 

STOCKS 

latest 

Week 

52-week 

ONES  INDUSTRIALS 

3268  6 

-0  4 

9.9 

)MPANIES  (Russell  1000) 

217.9 

-1.3 

11.1 

COMPANIES  (Russell  2000) 

21  1.3 

0.5 

26,5 

MPANIES  (Russell  3000) 

233  2 

-12 

12.0 

%  change  (Ioh 

1  currency) 

IGH  STOCKS 

Latest 

Week 

52-week 

)N  (FINANCIAL  TIMES  100) 

2558  4 

-0.3 

4.0 

(NIKKEI  INDEX) 

21,105.4 

-1.2 

-20.0 

ITO  (TSE  COMPOSITE^ 

3587.6 

0.2 

0.5 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

4.13% 

4.05% 

6,3% 

30-YEAR  TREASURY  BOND  YIELD 

7.9 1  % 

7.85% 

8.3% 

S&P  500  DIVIDEND  YIELD 

2.96% 

2.97% 

3.2% 

S&P  SOO  PRICE/EARNINGS  RATIO 

25.5 

25.7 

17  5 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

396.7 
70.2% 
0.34 
1.51 

396  0 
68.8% 
0.36 
1.94 

Positive 
Neutral 
Neutral 
Positive 

NISTRY  GROUPS 


t-WEEK  LEADERS 


BRIDGE  INFORMATION  SYSTEMS  INC, 


%  change 
4-week  52-week 


Strongest  stock  in  group 


%  change 
4-week  52-week 


Price 


TRUMENTATION 

23.6 

53.5 

HEWLEn-PACKARD 

26.2 

58.9 

75  % 

NSPORTATlON  SERVICES 

21.2 

34.5 

FEDERAL  EXPRESS 

25.3 

33.4 

53  % 

WING 

16.3 

50  7 

MIRAGE  RESORTS 

30.6 

38  8 

36  'A 

OMOBILES 

13  5 

4  3 

CHRYSLER 

15.0 

23.2 

17  1/4 

CHINE  TOOLS 

12.7 

25.3 

CINCINNATI  MILACRON 

16.7 

17.7 

16  Vs 

-WEEK  LAGGARDS 

%  change 
4-week 

S2-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

SPITAL  MANAGEMENT 


-10.5 


-30  9 


-7.2 


-1  1.0 


NATIONAL  MEDICAL  ENTERPRISES 
WESTMORELAND  COAL 


-1  1.2 


-33  3 


14  % 


-1  1.1 


-19.0 


16 


CIALTY  APPAREL  RETAILERS 


aTH  CARE  SERVICES 


DICAL  PRODUCTS  AND  SUPPLIES 


-6.4 

48.9 

LIMITED 

-8.4 

211 

28  ¥4 

-5.0 

69.7 

ALZA 

-7  4 

39  1 

45  3/8 

-4.8 


23  0 


BIOMET 


-13  1 


59  3 


21  1/2 


ITUAL  lUNDS 


MORNINGSTAR  INC 


ERS 

'eek  total  return 


LAGGARDS 
%       Fourweek  total  return 


EllTY  SELECT  AUTOMOTIVE  101 

RRILL  LYNCH  PHOENIX  A  8  1 

ELITY  SELECT  REGIONAL  BANKS  8  1 

ek  total  return  % 

PENHEIMER  GLOBAL  BIO-TECH  74  1 

ERICAN  HERITAGE  69  1 

S  LIFETIME  EMERGING  GROWTH  67  2 


■  S&P 500 

ek  total  return 


i  I    Average  fund 

52. week  total  return 


STRATEGIC  INVESTMENTS 
UNITED  SERVICES  GOLD  SHARES 
FIDELITY  SELECT  BIOTECHNOLOGY 

52-week  total  return 


-10.3 
-9.9 
-7.7 

% 


FIDELITY  SELECT  ENERGY  SERVICE 
STRATEGIC  GOLD/MINERALS 
STRATEGIC  INVESTMENTS 


-30.1 
-27.6 
-24.3 


LATIVE  PORTIOLIOS 


r  amounts 
:sent  the  present 
;  of  $10,000 
ted  one  year  ago 
ch  portfolio 

ntages  indicate 
ay  total  returns 


i 


U.  S.  stocks 
$11,530 

-HO.58% 


Treasury  lionds 
$11,260 

H-0.27% 


nil 


Money  market  fund 
$10,473 

+0.07% 


Foreign  stocks 
$10,091 

+0.16% 


DATA  RESOURCES  INC 


Gold 
$9,344 

+0.10% 


a  on  this  page  ore  as  of  market  close  WecJnescJoy,  Mar  4,  1992,  unless  otherwise  inculcated 
y  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close 


>AoT  3  Mutual  fund  returns  are  as  of  Feb  28  Relative  portfolios  ore  volued  as  of  Mar  3  A  more  detailed 
:xpianation  of  this  page  is  available  on  request. 
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FREE  TRADE  WITH  MEXICO: 
GAIN,  PAIN,  RETRAIN 


When  the  fortunes  of  your  neighbor,  especially  a 
neighbor  who  has  been  poor,  begin  to  improve, 
you  might  smile  at  your  neighbor's  good  for- 
tune. But  if  you  believe  that  the  gain  is  owing  to  your 
loss,  it's  natural  to  feel  less  than  charitable  about  the  ti'ade- 
off.  The  United  Auto  Workers  looks  at  plant  closings  and  job 
losses  at  home,  compares  them  with  factory  openings  and 
job  gains  in  Mexico,  and  makes  a  simple  calculation:  Mexican 
workers  are  gaining  at  U.  S.  workers'  expense,  and  so  free 
trade  is  bad.  Thanks  in  large  part  to  the  stunning  successes 
of  Detroit  South  (page  98),  opposition  to  the  planned  North 
American  Free  Trade  Agreement  is  growing. 

But  free  trade  is  not  now  and  never  has  been  a  zero-sum 
game.  Since  World  War  II,  rising  trade  has  helj^ed  drive  eco- 
nomic development  and  growth  around  the  world.  Experts 
believe  that  a  free-trade  agreement  that  pulls  Mexico  into 
the  North  American  fold,  accompanied  by  further  economic 
reform  in  Mexico,  will  have  similarly  salutary  effects: 
According  to  a  recent  study  published  by  the  Institute  for 
International  Economics  in  Washington,  about  130,000  net 
new  jol3s  should  be  created  in  the  U.  S.  by  1995,  thanks  to 
increased  demand  for  U.  S.  goods  from  Mexico.  Meanwhile, 
600,000  new  jobs  should  be  generated  in  Mexico. 

But  the  gain  in  U.  S.  jobs  will  come  only  after  112,000  jobs 
are  lost.  This  "dislocation,"  as  economists  call  it,  is  a  natural 
and  expected  consequence  of  expanding  trade.  More  trade 
means  more  competition,  and  competition  points  up  the  dif- 
ferences in  costs  and  quality  between  manufacturers  and 
across  borders.  Mexican  auto  workers  are  not  only  far 
cheaper  to  employ  than  U.  S.  auto  workers,  but  they  have 
also  shown  that  they  can  produce  high-quality  products. 

The  lesson  of  Detroit  South  is  twofold.  First,  auto  makers 
and  auto  workers  alike  must  redouble  their  efforts  to  bring 
quality  and  efficiency  improvements  to  U.  S.  plants.  Second, 
U.  S.  workers  who  do  lose  their  jobs  should  be  granted 
generous  assistance  for  retraining  so  they  may  qualify  for 
new  jobs.  Yet  President  Bush's  fiscal  budget  for  1993  calls 
for  the  elimination  of  the  Trade  Adjustment  Assistance 
program.  If  the  Administration  hopes  to  make  a  convincing 
case  for  North  American  free  trade,  it  should  not  overlook 
the  needs  of  job-losers  at  home. 


HOW  TO  DISARM 

THE  NEW  NUCLEAR  THREAT 


When  the  Soviet  Union  fell  apart  last  fall,  one  of 
the  first  worries  in  the  West  was  the  fate  of  its 
27,000  nuclear  weapons  and  the  experts  who  de- 
signed them.  Today  there  is  a  much  more  immediate,  and 
equally  grave,  concern.  The  operation  of  civilian  nuclear 
power  stations  has  been  seriously  undermined  by  the 
breakup  of  the  Soviet  Union  (page  116).  Reactors  are  now 


rarely  inspected  for  safety.  Security,  once  handled  with  tyj 
ical  KGB  overkill,  is  virtually  nonexistent.  Critical  spar 
parts  are  unavailable,  and  the  oversight  of  rickety  plants  h 
fallen  to  newly  independent  republics  lacking  the  nece 
sary  fimds  or  skills.  Another  Chernobyl  is  waiting  to  happe 

Five  nuclear  stations,  one  located  only  70  miles  fro 
Helsinki,  are  most  at  risk.  They  contain  15  graphite-mode 
ated  reactors  similar  to  the  Chernobyl  model.  Althou, 
they  underwent  safety  retrofits  after  the  1986  disaster,  b; 
sic  design  flaws  weren't  fixed.  Should  they  explode  an 
burn,  as  Chernobyl  did,  no  containment  dome  will  keep  e; 
tremely  high  levels  of  radioactivity  fi"om  threatening  millior 
in  the  former  Soviet  Union  and  Europe. 

The  West  is  not  yet  paying  sufficient  attention  to  this  ne 
nuclear  threat.  The  European  Community  and  the  Vienn< 
based  International  Atomic  Energy  Agency  ai'e  only  now  b< 
ginning  to  study  the  problem.  The  Bush  Administratioi 
eager  to  ensure  that  the  Soviet  defense  capability  is  choke 
off,  continues  to  restrict  certain  high-technology  exports— e: 
ports  that  might  just  make  the  reactors  safer.  Now  soni 
Western  European  power  engineering  companies,  such 
Germany's  Siemens,  are  urging  the  establishment  of  a  $7, 
billion  fimd  to  finance  the  decommissioning  or  retrofitting 
Soviet-built  reactors  throughout  the  former  Soviet  Union  a 
Eastern  Europe.  That's  a  tall  order,  and  taxpayers  m 
not  be  happy  to  subsidize  what  could  be  a  business  bonan 
for  some  companies.  The  nuclear  industry  and  its  supplie 
should  donate  money  and  expertise.  After  all,  if  anoth 
Chernobyl,  or  worse,  happens,  nuclear  power  generati 
around  the  world  will  be  set  back  for  years,  if  not  decade 


GIVING  AT  THE  OFFICE: 
MAKE  SURE  IT'S  A  CHOICE 


It  would  be  tempting,  in  the  wake  of  the  recent  scandi'il 
over  lavish  spending  and  mismanagement  at  the  Unitej 
Way  of  America,  to  argue  that  corporations  should  boi' 
out  of  the  business  of  sponsoring  and  organizing  charit 
drives  in  the  workplace.  After  all,  choosing  to  donate  moi 
ey  to  a  charitable  cause  should  be  an  individual  decision,  an, 
there  is  no  reason  why  workers  shouldn't  make  that  decision 
on  their  own  (page  39).  ; 

The  prol)lem  is  that  even  those  inclined  to  give  sometime! 
don't— out  of  laziness  or  lack  of  information.  What  corporate 
sponsored  drives  can  do  is  provide  a  nudge,  and  perhap 
make  it  a  tad  easier  for  people  to  check  off  a  charity  or  tw 
and  write  a  check.  But  companies  should  organize  the  pr(j 
cess  very  differently  from  in  the  past.  ! 

First,  there  should  be  no  hint  of  coercion.  Second,  an 
more  important,  corporations  must  endeavor  to  give  en 
ployees  a  real  choice.  For  years,  the  United  Way  has  exei 
cised  a  virtual  monopoly  over  employee-giving  campaign! 
with  only  the  relatively  established  and  mainstream  charitie 
listed  as  beneficiaries.  Recently,  some  companies  have  bro; 
ened  the  range  of  charities  or  charity  federations  that  enl 
ployees  may  select.  This  may  raise  the  cost  of  tunneling  d 
nations  slightly,  but  it's  the  best  way  to  ensure  that  th 
process  is  conducted  fairly. 
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»u  want  to  go  where  no  one  has  gone  before. 

This  weekend. 


If  you  want  to  go  farther  than  all 
the  others,  consider  this: 
Almost  overnight,  Explorer  passed 
the  rest  to  become  the  best  seller, 
the  new  standard. 
Nothing  in  its  class  has  so  much  over- 
all room.  Or,  lets  you  go  from  2WD  to 
4WD  High  and  back,  on  the  fly  at  the 
push  of  a  button. 
A  4.0L  EFI  V-6  and  rear  anti-lock 
brakes  are  standard.  Available  amen- 
ities from  a  tilt-up  open-air  roof  to 
leather  seating  surfaces  can  make 
your  Explorer  a  luxurious,  and  very 
personal,  statement. 
Explorer  has  all  it  takes  to  go 
where  no  one 's  gone  before. 
And  now,  so  can  you. 


bur  Explorer  is  ready. 


Me  up — togeiher  we  can  save  lives. 


Have  you  driven  a  Eord... lately? 


How  do  you  plan  to  keqi 
that's  moving  so  fast? 


If  you  are  responsible  for  guiding  a  major 
corporation  through  the  1990s,  it  must  seem 
that  new  concerns  are  being  added  to  your 
management  agenda  almost  daily 

The  established  concepts  of  what  a  corpo- 
ration is  and  what  it  stands  for,  how  it  views  its 
product  mix,  where  and  how  it  produces  what 
it  sells,  where  it  sees  its  market  opportunities, 
who  it  views  as  partners  and  competitors,  how 
it  finances  its  present  and  future  growth,  how 
best  it  can  work  within  governmental  regu- 
lations and  policies-all  these  once-familiar 
parameters  are  changing  with  astonishing,  if 
not  alarming,  speed. 

All  this  must  seem  especially  true  if  your 
interests  are  international  in  scope. 

Dates  such  as  1992  and  1997  foretell  of 
major  changes  in  long-established  routines 
of  managing  the  forces  of  economics,  pro- 
tectivism,  finance  and  politics. 

The  words  "Pacific  Rim"  connote  more 
and  increasingly  vigorous  competition. 

And  the  echoes  of  political  upheavals  in 
every  corner  of  the  globe  are  certain  to  con- 
tinue reverberating  through  it  well  into  the 
next  century 

The  constant  in  assessing  and  managing 
these  challenges,  of  course,  is  your  personal 
involvement.  Input  from  others  is  vital;  but 
in  the  end,  your  decisions  will  be  made  on 
the  basis  of  what  you  yourself  see  and  hear 
and  understand. 


To  do  that,  you  have  to  be  there,  whether 
it  is  at  home  or  abroad,  and  for  as  long  and 
as  often  as  it  takes. 

This  is  where  the  Gulfstream  IV  can 
become  one  of  your  most  productive  manage- 
ment tools;  and  the  broader  your  interests  are, 
the  more  productive  it  can  become. 


lead  in  a  world 


You  see,  wherever  your  business  takes  you, 
;  Gulfstream  rVcan  take  you  there, 
rhis  amazing  business  jet  can  fly  you 
1 8, 10, 12  or  more  of  your  key  executives 
i  staff  nearly  5,000  statute  miles  non-stop, 
jailing  or  exceeding  commercial  airline 
letables.The  Gulfstream  IV  gives  you 


global  access  with  uncompromised  timeliness, 
convenience  and  security. 

It  can  also  fly  shorter  trips  efficiently  and 
cost-effectively  You  can  go  to  places  where 
airline  service  is  either  exhausting  or  extinct, 
often  visiting  several  locations  in  a  single  day, 
optimizing  your  time  and  energies. 

However  you  choose  to  use  the  Gulfstream 
ly  it  brings  unequalled  levels  of  performance, 
cabin  comfort  and  convenience,  engine  relia- 
bility, systems  dependability  and  technological 
advancement  to  every  trip  it  flies. 

We  have  a  videotape  presentation,  "The 
Gulfstream  IV:  an  overviewlWmi  can  help 
bring  the  many  capabilities  of  this  remarkable 
airplane  into  sharper  focus  for  you. 

Robert  H.  Cooper,  Senior  Vice  President, 
Gulfstream  Marketing,  can  see  that  you  get  a 
copy  to  view  at  your  leisure.  We  only  ask  that 
you  send  your  request  on  your  company  let- 
terhead, addressing  it  to  him  at  Gulfstream 
Aerospace  Corporation,  PO.  Box  2206,  Mail 
Station  B-04,  Savannah,  Georgia  31402  U.S.A. 

We  think  you  will  be  pleased 
that  you  added  it  to  your  agenda.  v^^H 

Gulfstream 
/lerospace 


The  Gulfstream  IV 

Uncommonly  versatile, 
uncommonly  productive. 


'^'Gulfstream  Aerospace  Corporation 


Will  it  cost  yoiir  company 
yoiir  company" 


Ready  for  one  of  the  most  difficult  challenges  ever  to  confront 
corporate  America?  One  that's  estimated  to  cost  up  to  $400  billion. 

New  FASB  regulations  will  force  companies  to  measure  and  post 
as  a  debit  their  health  expense  obligation  to  current  and  future  retirees. 

The  effea  of  this  new 
liability  on  your  financial 
statements  could  be 
enormous.  In  fact,  some 
corporations  could  see 
profits  cut  by  as  much  as 
25%.  And  now  is  the 
time  for  you  to  address  it 
We  can  help.  We  offer 
actuarial,  retirement  and 
health  benefits  expertise.  !ei 
We  can  correaly  assessing 
your  current  situation. 

And  help  you  better 
prepare  for  the  future. 

We  will  do  everything 
from  measuring  your 
expense  and  liability  to 
evaluating  plan  redesign  alternatives  and  advance  funding  options. 

The  end  result:  we'll  help  you  minimize  the  financial  impact  of  these 
regulations  and  still  enable  you  to  remain  responsive  to  the  benefit 
needs  of  employees.  Write  or  call  Mark  Lynch,  CIGNA  Employee 
Benefits  Services,  Dept  M-50,  Hartford,  CT  06152,  (203)  725-2186. 
After  all,  the  clock  is  ticking. 


We  get  paid  for  results?  | 
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]R  CHRISTMAS  AND  NEW 
lU  GET  MOTHER'S  DAY  M' 


BlliHAYDEN,CHAIRMAN, 
COMPUADD  COMPUTER  CORPORATION 


Fm  no  Eheneezer  Scrooge,  mind  you,  but  when  the 


Pentagon  called  and  ordered  over  1600  PCs,  10  LANs 


and  a  host  of  peripherals  for  Desert  Storm  we  had  to 
make  some  sacrifices.  Like  nights,  weekends  and  the 
Christmas  Holidays.  But  we  did  it.  Even  to  the  point 
ot  chartering  planes  and  delivering  the  goods  personaUy. 
And  everything  was  on  the  ground  in  Saudi  Arabia  three- 
and-a-half  weeks  after  we  got  the  order. 

That's  the  way  we  operate.  And  if  that  sounds 


appealing,  caO  us  at 


-800-456-3116.  We  re 


CompuPdd' 

Customer  Driven,  By  Design: 


ready.  Even  if  it  means  that  all  Mom  gets  this  yeiv  for 
Mother  s  Day  is  our  best  wishes. 


Okay,  maybe  some  flowers. 


( imipuAild  (  nmpuUT  LorpnrjiKin.  1210?  Ti-chnnin^^  linuki.irj,  AuMin.TLA.is 
c  1442  (  ompuAdd  Computer  Corporation, 


NEW  NEC  PORTABLE  PHONE  SERIES 

ting  a  lot  of  attention.  And  rightly  so. 
anguard  of  a  new  generation  of  personal 
lunication  tools,  they 
compact,  and 
mely  powerful, 
wast  designs  that 
jstined  to  set  trends,  not 
V  them. 


i 


People  talk  about 
in  other  ways,  too.  As 
ier  in  computers  and 
lunications.  And  as 
orld's  number  one 


onductor  manufacturer.  You'll     '^c'" "  ^'^'^ 

P600  Portable  Phone 

lear  our  name  mentioned  in  the  same 


breath  with  some  great  sports  events: 
Davis  Cup  by  NEC,  Federation  Cup 
by  NEC,  and  the  NEC 
World  Series  of  Golf. 
While  we've  been 
wowing  the  public,  there's 
also  been  a  lot  of  excite- 
ment in  the  lab,  where  we've 
made  significant  breakthroughs 
in  basic  technology  and  explored 
new  applications  for  advanced  elec- 
tronics. From 
miracles  in  mini- 


aturization  to 
telecommunications  networks  that  span 
the  globe,  NEC  always  gives  people  some- 
thing to  talk  about. 

THE  WHOLE  WORLD  IN  YOUR  HAND 


NEC 


NUMBER  3257 
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56  DOWNWARD  MOBILITY 

The  restructuring;'  (if  Corporate 
America,  coupled  with  a  prolonj^ed 
and  painful  slump,  is  putting  more 
managers  and  professionals  on  the 
down  escalator  than  at  any  time 
since  the  Depression.  And  even  a 
recovery  won't  bring  back  their  jobs. 
For  many,  fear  of  falling  from  the 
middle  class  is  all  too  real,  and  that's 
causing  severe  social,  psychological, 
and  economic  dislocation.  Here's  how 
some  people  are  coping  with  the  loss 
of  their  places  in  society 
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PRODUCTION 

Change  from  last  week:  -  0.2% 
Change  from  last  year:  3.0% 

1967^100  (four-week  moving  averoge) 


LEADING 

Chonge  from  last  week;  0.0% 
Change  from  last  year;  -2.0% 

220  


180. 


175. 


Feb.  29 
178.5 


215 


210 


Feb  29 

210.6 


Feb.  22 
210  6r 


Mof  July  Nov  Feb 

lOOl  1001  1001  100-7 

The  production  index  fell  slightly  during  the  week  ended  Feb.  29  Seasonally 
odjusted  output  of  steel,  autos,  crude-oil  refining,  and  coal  declined,  while  lumber, 
truck,  and  electric  power  output  increosed  Rail-freight  traffic  was  unchanged.  Data 
for  paper  and  poperboard  were  unavailable  for  the  week.  Before  calculation  of  the 
four-week  moving  average,  the  index  dropped  to  177  9,  from  a  revised  1 78  1  The 
index  increased  to  178  5  in  February,  from  176,6  in  January 

6W  production  mde-t  copyright  1992  by  McGraw-Hill  Inc 


The  leading  index  was  nearly  unchanged  during  the  week  ended  Feb.  29, 
Higher  stock  prices,  slightly  lower  bond  yields,  and  improvement  in  the  growth  rates 
for  M2  and  materials  prices  offset  o  sharp  increose  in  the  number  of  business 
failures  and  further  deteriorotion  in  real  estate  loans,  before  calculation  of  the  four- 
week  moving  average,  the  index  slipped  to  209  6,  from  210.2  in  the  previous  week. 
For  all  of  February,  the  leading  index  increased  to  210.6,  from  209  in  January. 

Leading  index  copyright  1992  by  Center  for  Internctionol  Business  Cycle  Reseorcti 


PRODUCTION  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (3/7)ttious.  of  net  tons 

1,787 

1,785# 

6.2 

AUTOS  (3/7)  units 

1  19,713 

107,447r# 

19.2 

TRUCKS  (3/7)  units 

79,297 

80,940r# 

211 

ELECTRIC  POWER  (3/7)  millions  of  kilowott-fiours 

52,461 

54,099# 

-1.4 

CRUDE-OIL  REFINING  (3/7)  tfious  of  bbl /day 

12,267 

12,223# 

-6  3 

COAL  (2/29)thous  of  net  tons 

19,136# 

19,789 

-6.7 

PAPERBOARD  (2/29)  tfious.  of  tons 

NA# 

81  1.3r 

NA 

PAPER  (2/29)  tfious.  of  tons 

NA# 

773. Or 

NA 

LUMBER  (2/29)  millions  of  ft. 

519. 2# 

504.3 

6.3 

RAIL  FREIGHT  (2/29)  billions  of  ton-miles 

21.0# 

20.8 

7  1 

Sources:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
Americon  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA",  Association 
of  American  Railroads 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (3/ii) 

134 

132 

136 

GERMAN  MARK  |3/ii) 

1  67 

1.66 

1.59 

BRITISH  POUND  (3/n) 

1  72 

1.73 

1.85 

FRENCH  FRANC  (3/1 1) 

5.67 

5-66 

5.41 

CANADIAN  DOLLAR  (3/1 1) 

1.19 

1.19 

1,15 

SWISS  FRANC  (3/11) 

1.51 

1.52 

1.38 

MEXICAN  PESO  (3/1 1) 

3,046 

3,045 

2,975 

Sources:  Ma|or  New  York  bonks  Currencies  expressed  i 
pound  expressed  in  dollars 

1  units  per  U.  S  dollar,  exce 

Df  for  British 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (3/1  1)  $/troyoz. 

349  000 

350.150 

-4.6 

STEEL  SCRAP  (3/IO)#l  fieavy,  S/ton 

90  00 

89.50 

-118 

FOODSTUFFS  (3/9)  index,  1967=100 

205  5 

203.2 

-2  8 

COPPER  (3/7)c/lb. 

106  9 

107  0 

-8  1 

ALUMINUM  (3/7)c/lb 

60  3 

61.5 

-14.5 

WHEAT  (3/7)  #2  fiord,  $/bu. 

4.23 

4.33 

43.9 

COTTON  (3/7)  strict  low  middling  1-1/16  in.,  C/lb. 

51.42 

51.67 

-35.0 

Hf!.]l![JI!MrfW.r 


Lutest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (3/6)S&P500 

409.12 

412.93 

9.2 

CORPORATE  BOND  YIELD,  Aoo  (3/6) 

8.32% 

8.31% 

-6.7 

INDUSTRIAL  MATERIALS  PRICES  (3/6) 

95.8 

95  9 

0.3 

BUSINESS  FAILURES  (2/28) 

480 

462 

85  3 

REAL  ESTATE  LOANS  (2/26)  billions 

$400.9 

$402.  Ir 

-2.4 

MONEY  SUPPLY,  M2  (2/24)  billions 

$3,388.7 

$3,382.6r 

3.3 

INITIAL  CLAIMS,  UNEMPLOYMENT  (2/22)  tfious 

437 

459 

-14.0 

Sources:  Standard  &  Poor's,  Moodys,  Journo/ of  Commerce  (index:  1980=100),  Dun  &  ] 
Brodstreet  (failures  of  large  companies}.  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  ad 
justs  data  on  business  failures  and  real  estate  loons. 


■,',M:hiKi^^.i:M.'.i[<i,T]ffw.i 

RS 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

BUSINESS  WEEK  PRODUCTION  INDEX  (Feb  ) 

178.5 

176.6r 

3.0 

BUSINESS  WEEK  LEADING  INDEX  (Feb  ) 

210.6 

209  Or 

-2.0 

EMPLOYMENT,  CIVILIAN  (Feb  )  millions 

1 17.0 

1  17.1 

0.1 

UNEMPLOYMENT  RATE,  CIVILIAN  (Feb) 

7.3% 

7. 1  % 

12,3 

Sources:  BW,  CIBCR,  BLS 


Latest 
week 


Week  %  Change  fflfl 
ago      year  ago 


Sources:  London  Wednesday  finol  setting,  Chicago  morke'  Commodity  Research  Bureau,  Metats 
Week.  Kansas  City  market,  Memphis  market 


MONEY  SUPPLY,  Ml  (2/24) 

$933  8 

$931.5r 

1 1,7 

BANKS'  BUSINESS  LOANS  (2/26) 

288  9 

289.4 

-10,9 

FREE  RESERVES  (3/4) 

898 

l,I03r 

6,3 

NONFINANCIAL  COMMERCIAL  PAPER  (2/26) 

135.7 

134.8 

-5.3 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 

free  reserves. 

^htch  are  expressed  for  a 

two-week  period  in  millions} 

MONEY  MARKET  RATES 

Latest 

Week 

Year 

week 

ago 

ago 

FEDERAL  FUNDS  (3/iO) 

3  87% 

4.02% 

6.17% 

PRIME  (3/11) 

6  50 

6  50 

9.00 

COMMERCIAL  PAPER  3-MONTH  (3/iO) 

4  26 

4.28 

6.33 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/ii) 

4.22 

4.21 

6.35 

EURODOLLAR  3-MONTH  (3/7) 

4.20 

4.16 

6.71 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  are  seosonolly  adjusted  m  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment. 
I  -  Western  Wood  Products  Assn      2  ^Southern  Forest  Products  Assn.     3  ^  Free  market  value     NA""  Not  ovoilable     r=  revised     NM  ^  Not  meaningful 
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iVhen  You've  Seen  One  Radisson, 

You've  Seen  One: 

f  *f  *\ir,  Kl^  li  >  ^  '  S^r-  IS 


Set  amidst  southern  Florida's  lush  beauty,  this 
lisson  in  Boca  Raton  is  one  of  over  280  Radisson 
els  in  25  countries,  each  as  individual  as  the 
pie  who  stay  in  them. 

Here,  as  at  every  Radisson,  you'll  discover  a 
eshing  Yes  I  Can™  attitude,  no  matter  how 


small  die  request  or  large  die  task.  And  you'll  enjoy 
die  host  of  odier  refinements  that  are  making 
Radisson  die  hotel  of  choice  in  international  travel. 

So  die  next  time  you're  going  to  be  anywhere 
fi*om  Los  Angeles  to  London,  why  get  a  room 
when  you  can  get  a  Radisson? 


X 


(/I 

O 


w 


y  get  a  room  when  you  can  get  a  Radisson?' 


800-333-3333, 


reservations  LIV/V/  J  J  J  J  gets  you  ever}'  single  Radisson  around  the  world,  including 

ing  hotels  in  London,  Montreal,  Cancun,  New  York  and  Chicago.  Or  call  your  travel  professional. 


The  Mcrosoft  Sol 
businesses.  Because 


Running  a  business  can  be 
pretty  tough.  Which  is  exactly  why 
Don  Schulze-CEO,CFO,COO  and 
all-around  small  business  person- 
turned  to  the  Microsoft  Solution 
Series.  You  see,  the  Solution  Series 
has  what  it  takes  to  help  small  busi- 

j'M.Wn (,.,,,:'(. ,„/„„„/,„„  .!// „i.(,/.  „  „,„,/  ;'„„/,,;,„//„  f  s  1  ;«»„  -;«(■«,/,,/ s/r//,v, ,,/// ;_■(,;  /. 

hmr  a  surrra  ,/«n'  wad  hk,  l„  sli.ii,,  ,lr„l<  „  imu  l„  III,  I-  HI  ■>„h,li,;i  s,  ,„  >  /•;,.,/«,  /  Ifciiur.'.  Uir  nnuft  Corpimllim.  I  hi, 


ness  people  manage  their  business. 
Not  to  mention  grow  it 
Just  take  the  all 


\i  iv  I'lihlisht  r  t  an 
make  (loMs  fly. 


ling 


s"\  of"h\  Works  for  Windows  as 

YEAR. 


newjsvt 


2„ruisiim's  example.  It  comes  with 
word  processor,  spread- 
sheet, charting,  database 


i(>  1,1  Lull, 1,1,1.  ,1111  IHIIIIIni;:i-»0-IH,,mhiil,  Hi,  I  ml,  ,1  Sl„t,  ■.  „,„l  t,i 
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)n  Series  for  small 
a  dog-eat-dog  world 


The  Si^lution  Series 
has  all  the  fixings. 


id  drawing  tools.  And  since  every- 
ing  works  together,  you'll  find  it's 
sy  to  do  things  like  business  plans, 
istomer  mailing  lists,  even  inven- 
ry  management. 

Then  there's  new  Microsoft 
iblisher  for  Windows.  It  makes  pre- 


paring publishing-quality  documents 
a  snap.  So  whether  Don  is  creating 
a  newsletter  hailing  the  sausage  of 
the  month,  redesigning  a 
menu  or  just  updating  his 
business  forms,  he  knows 
he'll  look  good. 

Finally  there's 
Microsoft  Money  It's 
the  easiest  way  to  find  out 
exactly  where  your  money 
is  going.  It's  also  the  easiest  way  to 
manage  all  your  accounts-checking, 
savings,  credit  cards  and  so  on. 

But  most  importantly  they 
all  run  under  the  Windows  graphical 
environment:  which 
means  they  work  a 
lot  less  like  a  com- 
puter and  a  lot  more 
like  you.  And  since 
they  look,  feel  and 
act  much  the  same,  when  you  know 
one  you  know  them  all.  For  the  re- 
seller nearest  you,  call  (800) 541-1261, 
Dept.T56.  And  help  keep  your  busi- 
ness from  going  to  the  dogs. 

Mictosoft 


They're  all  easy  to  leant  and  use 
because  thev  work  like  vou  do. 


rk  o/Mifrmoft  Corporation.  Compan 


ICS.  and  data  used  in  \ 
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SOME  ENDORSEMENTS  FOR 
KRISTI  YAMAGUCHI 

In  reference  to  your  excellent  article 
"To  marketers,  Kristi  Yamaguchi  isn't 
as  good  as  gold"  (Top  of  the  News,  Mar. 
9),  this  is  only  another  example  of  the 
anti-Asian  hysteria  brought  about  by  the 
stagnant  domestic  economy.  Last  year's 
"model  minority"  has  become  this  year's 
scapegoat.  Unfortunately,  many  in  the 
American  public  fail  to  differentiate  be- 
tween the  activities  of  Asian-Americans 
and  overseas  countries.  Asian-Americans 
are  as  committed  as  any  other  ethnic 
group  to  the  political,  religious,  and  eco- 
nomic institutions  of  America. 

Dave  Chiang 
Colts  Neck,  N.  J. 

Americans  come  in  many  faces.  I  was 
outraged  to  read  that  "companies 
may  be  shying  away  from  Yamaguchi 
because  of  her  ethnic  heritage."  America 
is  united  by  the  concept  of  equality  of 
opportunity  and  the  recognition  of  each 
individual's  achievement.  Kristi  (and 
many  others  with  her  ethnic  back- 
ground) represents  talent,  energy,  and 
excellence.  She  should  be  a  role  model 
for  our  society.  Or  do  advertisers  prefer 
Bart  Simpson? 

As  president  of  a  new  biotechnology 
company,  I  regret  that  our  company  is 
still  early  in  the  research  phase  and  not 
yet  ready  to  involve  Yamaguchi  in  pro- 
motional efforts. 

Elliot  Lebowitz 
President  &  CEO 
Biotransplant  Inc. 
Charlestown,  Mass. 

HOLIDAY  INN  CAN  REST  EASIER 
WITH  MORE  BEDS  

Culling  40'.';  of  the  1,300  U.S.  fran- 
chises, as  suggested  in  your  article 
"Bass  can't  get  comfortable  at  Holiday 
Inns"  (Top  of  the  News,  Mar.  2),  would 
be  economic  suicide  for  Holiday  Inn,  cre- 
ating a  revenue  and  profitability  slump 
that  could  last  into  the  21st  century. 
With  one  of  the  strongest  brand  names 
in  the  industry.  Holiday  Inn  should  stay 
committed  to  its  spending  plan  of  provid- 
ing loans  for  capital  improvements  to  its 


franchisees.  Otherwise,  the  higher-quaii-| 
ty  Holiday  Inn  franchises  may  change , 
affiliation,  leaving  the  chain  to  competef 
in  a  lower  market  tier. 

Monty  Bennettll 
Mariner  Hotel  Corp., 
Dallas 


Your  article  caught  my  attention  be- 
cause it  discussed  the  problem  Holi- 
day Inn  is  having  with  losing  some  of  its 
major  U.  S.  and  British  hotel  franchisees 
to  the  Marriott  nameplate.  Interestingly, 
the  photo  that  appeared  with  your  arti- 
cle was  of  a  new  Holiday  Inn  Crowne 
Plaza  in  Kansas  City,  Mo. — a  hotel  thai 
Holiday  Inn  franchised  when  who  els( 
but  Marriott  lost  the  franchise  there  lasi 
year! 

John  O'Neil 
Senior  Hotel  Consultani 
Coopers  &  Lybranc 
New  York 


BIG  OR  SMALL,  AUDITORS  ARE 
ONLY  AS  GOOD  AS  THEIR  DATA 


In  "Is  College  Bound  for  real?  The  SE( 
wants  to  know"  (Top  of  the  News 
Feb.  10),  you  quote  accounting  Professoi 
Howard  Schilit  as  critical  of  some  of  th( 
company's  accounting  methods,  includ 
ing  having  a  sole  practitioner  handle  iU 
books  instead  of  an  accounting  firm.  Ai 
a  society  representing  over  33,000  CPA! 
from  practice  units  of  all  sizes,  we  wan 
to  stress  that,  contrary  to  the  article's 
inference,  the  size  of  a  CPA  firm  has  n( 
direct  relation  to  the  quality  of  services 
performed.  The  Crazy  Eddie  case  is  jus 
one  example  of  management  fraud  com 
mitted  by  a  small  company  that  ha( 
been  audited  by  a  major  accountin| 
firm,  but  we  also  want  to  point  out  tha' 
fraud  and  perceived  audit  failure  can  oc 
cur  in  corporations  of  all  sizes.  CPAs  cai 
evaluate  only  financial  information  tha 
management  discloses. 

It  is  the  role  of  a  company's  board  o; 
directors  and  audit  committee  to  mori 
closely  monitor  management's  interna 
activities  and  ensure  that  the  outside  au 
ditor  receives  the  full  picture.  One  al 
leged  case  of  misconduct,  if  this  prove 
to  be  the  case  with  College  Bound's  CPA 
does  not  and  should  not  imply  that  th 
role  of  independent  auditor  is  compan; 
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Looking  To  Lower 

Your  Tax  Bill? 
Fidelity  Can  Help. 


Earn  High  Current  Double 
Tax-Free  Bond  Yields 

If  you  re  concerned  about  rising  taxes,  look  to 
Fidelity.  Our  Spartan  California  Municipal  High  Yield 
Portfolio  invests  primarily  in  long-term  investment- 
grade  California  municipal  bonds  to  offer  income 
free  from  federal  and  state  income  taxes. 

Plus,  it's  the  only  California  tax-free^  bond  port- 
folio to  offer  you  Fidelity's  Spartan  Advantage.^^'  It's 
designed  to  maximize  current  yields  for  long-term, 
low  transaction  investors.  ^ 

Also  ask  about  our  tax-free  money  market 
portfolios  for  California. 


Spartan  California  Municipal 
High  Yield  PortfoMo^ 

Tax-Equivalent  Yield 

(38.59^o  Tax  Bracket) 

10.00° 

30-Day  Yield 

(ended  1/20/92) 

6.14° 

Historical  Returns 

1-Year  Total  Return 

(12/31/90-12/51/91) 

11.54° 

Avg.  Annual  Return-Life 

(11/27/89-12/31/91) 

10.12°» 

Call  Today!  For  more  complete  information 
about  Fidelity's  California  tax-free  funds,  including  management  fees  and  transaction  expenses,  call  or 
write  for  a  free  prospectus.  Read  it  carefullv  before  vou  invest  or  send  money  (Spartan  California  High 
Yield  Portfolio  minimum:  $10,000.) 

Visit  a  Fidelity  California  Investor  Center  or  call  24  hours 

1-800-544-8888 


Fidelity 


investments 

Common  sense.  Uncommon  results. 


Fidelity  Distributors  Corporation,  P.O.  Box  660603,  Dallas,  TX  "'52ti6-060.-i.  'The  High  Yield  Portfolio  has  a  0.5%  redemption  fee  on  shares  held  less  than 
180  days  "A  portion  of  income  may  be  subject  to  the  federal  alternative  minimum  tax.  ^Transactions  you  make  will  reduce  your  yield.  'The  tax-equivaleni 
yield  is  based  on  the  highest  combined  effective  1092  federal  and  California  income  tax  rate  of  38.59%.  If  Fidelity  had  not  voluntarily  reimbursed  Portfolio 
expenses,  the  yield  and  tax-equivalent  yield  would  have  been  5  94%  and  9.6''%,  respectively  and  returns  would  have  been  lower  Expense  reimburse- 
ments may  be  revised  at  any  time,  at  which  time  the  Portfolio's  yield  and  return  will  go  down.  Total  returns  include  change  in  share  price,  reinvestment  of 
2f  dividends  and  capital  gains,  and  the  effect  of  the  $5  account  closeout  fee.  Performance  figures  are  historical  and  \ou  nun  have  a  gain  or  loss  when  vou  sell 
shares.  Yield,  share  price  and  return  will  vary  '  CODE:  BW/SCL/032392 


watchdog,  regardless  of  the  size  of  the 
company  or  its  accounting  firm. 

Robert  L.  Gray 
Executive  Director 
New  York  State  Society 
of  Certified  PubHc  Accountants 
New  York 

CHRYSLER-MITSUBISHI: 

A  'DISAPPOINTMEHT'  TO  WHOM? 


■ read  your  recent  story  "The  Partners" 
(Cover  Story,  Feb.  10)  with  great  in- 
terest. I  agree  with  you  that  Ford  and 
Mazda  have  developed  an  excellent 
American-Japanese  automotive  strategic 
alliance.  However,  I  strongly  disagree 
with  your  evaluation  of  the  Chrysler- 
Mitsubishi  alliance  as  a  "cross-cultural 
disappointment."  Our  global  alliance, 
now  21  years  old,  not  only  rivals  the 
scope  of  Ford-Mazda  but  is  also  eight 
years  its  senior.  We  now  do  over  $1.5 
billion  in  joint  business  and  expect  that 
number  to  double  by  the  mid-1990s.  We 
value  highly  our  relationship  with  our 
partner,  Mitsubishi  Motors  (MMO. 

No  one  will  dispute  that  Chrysler 
takes  a  strong  position  on  trade,  with  an 
emphasis  on  fairness  and  reciprocity  be- 
tween the  U.  S.  and  Japan.  These  same 


principles  govern  our  expectations  and 
our  experience  with  the  Chrysler-Mitsu- 
bishi relationship.  We  only  wish  that  we 
could  prod  the  governments  of  the  U.  S. 
and  Japan  to  work  as  well  together,  to 
open  Japan's  closed  markets,  and  to  re- 
duce our  crippling  trade  deficit,  as 
Chrysler  and  Mitsubishi  do  on  a  busi- 
ness and  technical  level. 

From  1970  to  1985,  our  alliance  grew 
from  a  U.  S.  distribution  agreement  of 
MMC  vehicles  for  Chrysler  to  include  mu- 
tual technical  assistance  and  an  agree- 
ment for  Chrysler  to  purchase  jointly 
developed  three-liter  engines  from  MMC. 
In  1985,  we  agreed  to  build  the  Dia- 
mond-Star Motors  plant  in  Illinois  to  as- 
semble the  jointly  .developed  Plymouth 
Laser,  Eagle  Talon,  and  Mitsubishi 
Eclipse  sports  cars.  Since  that  time, 
we've  worked  together  on  other  proj- 
ects, including  the  very  successful 
Dodge  Stealth  and  Mitsubishi  3000  GT 
sports  cars. 

Although  we  restructured  the  Dia- 
mond-Star venture  last  October  with  the 
sale  of  our  equity  share  in  the  plant  to 
M.MC,  we  are  by  no  means  heading  for 
divorce  court.  While  MMC  has  obtained 
full  ownership  of  Diamond-Star,  Chrys- 
ler has  retained  the  right  to  half  of  the 


plant's  current  and  future  production.]' 
I  believe  that  my  colleagues  at  MMC: 
would  agree  that  our  relationship  is 
"win-win. 

Joseph  E.  Cappy 
Vice-President! 
International  Operations 
Chrysler  Corp, 
Highland  Park,  Mich. 

GERMANY  SHOULD  MAKE  GOOD 
ON  EXPROPRIATED  PROPERTY 


It  will  take  more  than  the  General 
Agreement  on  Tariffs  &  Trade  foi  , 
Germany  to  become  "firmly  rooted  in 
the  West,"  as  suggested  in  your  article 
"Learning  to  live  with  the  new  Germa- 
ny" (International  Business,  Feb.  17), 
Germany  had  better  begin  by  accepting 
one  of  the  basic  tenets  of  Western  de- 
mocracies and  recognize  the  privatt 
property  rights  of  its  citizens,  as  wel' 
those  of  some  2,000  Americans  w 
property  was  expropriated  by  the  for  ij 
mer  East  German  communist  govern' 
ment.  In  my  sisters'  and  my  case,  th( 
German  government  has  stated  its  will 
ingness  to  sell  us  back  just  a  portion  oi 
our  confiscated  property  but  not  gram 
us  private  property  rights  to  it.  If  Ger 
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I  wants  to  claim  it  is  Westernized,  it 
Id  play  by  West  German,  not  East 
lan,  rules. 

Otto  F.  Grote 
New  York 

lENS  DOES 

STAMP  AlONE  

rope's  best  high-tech  hope  ("The 
ew  generation  at  Siemens,"  Inter- 
nal Business,  Mar.  9)  is  not  a  single 
any  but  rather  a  strong  and  com- 
ive,  European-based  information 
lology  industry,  which  certainly  in- 
s  Groupe  Bull.  Groupe  Bull,  incor- 
I  labeled  a  "national  champion," 
■s  satisfied  customers  in  more  than 
countries  worldwide — today,  and 
into  the  future. 

Patrick  Marx 
Groupe  Bull 
Paris 

FUTURE 

iMGS  TO  MICROSOFT  

e  next  time  in  business  conversa- 
on  someone  remarks  to  me:  "The 
cial  markets  only  value  quarterly 
ts  and  short-term  management 
ing,"  I'm  going  to  have  them  read 
rosoft"  (Cover  Story,  Feb.  24).  With 


CORRECTIONS  &  CIARIHCATIOMS 

A  caption  (Table  of  Contents,  Mar.  9) 
mistakenly  referred  to  the  Chicago  op- 
tions exchanges.  It  should  have  stated 
that  the  Chicago  futures  exchanges 
have  suffered  from  a  lack  of  new  prod- 
ucts and  from  competition  from  up- 
start rivals. 

In  "Why  not  write  off  1991?  Everyone 
else  did"  (Corporate  Scoreboard,  Mar. 
16),  we  misstated  IBM's  loss  for  1991. 
The  correct  number  is  $564  million. 


1991  revenues  only  about  one-fiftieth  of 
General  Motors',  Microsoft's  market  val- 
uation today  exceeds  that  of  GM.  I  can't 
imagine  a  more  vivid  repudiation  of  con- 
ventional wisdom  about  how  markets 
value  only  short-term  company  perfor- 
mance. It's  clear  to  anyone  who  looks  at 
these  facts  that  the  capital  markets  do 
value  the  long  term  when  there  is  faith 
in  a  company's  management,  products, 
and  growth  prospects,  as  is  the  case 
with  Microsoft.  Perhaps  Bill  Gates,  rath- 
er than  GM's  Bob  Stempel,  should  have 
been  on  Air  Force  One  during  President 
Bush's  most  recent  trip  to  Japan. 

Steven  P.  Korn 
North  Potomac,  Md. 


One  clarification  needs  to  be  made 
regarding  the  sample  Microsoft  in- 
terview questions  listed  in  your  story.  In 
the  answer  section,  the  answer  to  ques- 
tion tf'i,  "If  you  were  to  put  artificial 
turf  on  all  Major  League  ballfields,  how 
many  square  yards  would  you  need?" 
was  supposed  to  be  reached  by  the 
"same  type  of  process  as  ^2"  ("How 
many  gas  stations  are  there  in  the 
U.S.?"). 

The  process  followed  in  answering 
each  question  would  actually  be  differ- 
ent, since  you  don't  need  to  put  artificial 
turf  on  all  of  the  ballfields:  Many  al- 
ready have  it — 10  out  of  26,  to  be  exact. 
Using  approximate  figures,  you  would 
need  about  208,000  square  yards  of  arti- 
ficial turf  (114  yards  x  114  yards  x  16 
stadiums,  rounded  to  the  nearest  thou- 
sand), so  that  all  26  Major  League  ball- 
fields  would  be  covered  by  the  stuff 
(which,  by  the  way,  would  be  a  crime). 

So,  Mr.  Gates,  when  can  I  report  to 
work  for  Microsoft? 

Dante  A.  Bacani 
Chicago 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N.  Y.  10020.  Fax:  (212)  512-4464, 
Telex;  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
tor  clarity  and  space. 
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TECHNOPOLY:  THE  SURRENDER  OF  CULTURE  TO  TECHNOLOGY 

By  Neil  Postman 
Knopf  •  222pp  ♦  $21 


THE  TYRANNY 
OF  TECHNOLOGY 


Almost  from  the  beginning,  tecli- 
nnlogy  has  been  a  central  charac- 
ter in  tlie  American  historical 
drama.  As  the  young  nation  came  of 
age,  machines  smashed  old  limits  and 
conquered  new  frontiers.  The  railroad 
wended  its  way  from  sea  to  shining  sea, 
the  telegraph  annihilated  distance,  the 
light  bulb  pushed  back  the  darkness.  In- 
ventors such  as  Eli  Whitney,  Alexander 
Graham  Bell,  and  Thomas  Edison  were 
the  Prosperos  of  this  brave  New  World. 

Early  on,  too,  there  were  those  who 
saw  doom  in  America's  rapid  industrial- 
ization. In  1S51,  novelist  Herman  Mel- 
ville described  in  loving  detail  the  tech- 
nology that  made  American  whaling 
ships  perhaps  the  most  highly  special- 
ized and  commercially  successful  ma- 
chines of  their  time.  But  he  put  a  mad- 
man at  the  helm  of  the  Pequod  and  had 


him  take  the  ship  to  the  bottom  of  the 
sea.  Today,  social  critic  Neil  Postman 
might  argue,  the  crew  is  blissed  out  on 
The  Simpsons,  Ahab  is  playing  comput- 
er games  on  his  Mac,  and  the  ship  it- 
self— technology — has  taken  charge. 
America,  Postman  says,  has  become  the 
first  nation  to  regard  technology  not  as 
the  means  to  an  end  but  as  the  end 
itself. 

Postman  calls  tiiis  new  milieu,  in 
which  technology  monopolizes  every  as- 
pect of  life,  tecimopoly.  The  nation,  he 
argues,  now  looks  to  science,  technol- 
ogy, and  a  blind  pursuit  of  efficiency  as 
its  j)rimary  sources  of  cultural  meaning 
and  authority.  Lost  are  the  traditional 
moral  underpinnings  provided  by  institu- 
tions such  as  religion  and  the  state. 
Postman  doesn't  argue  against  technol- 
ogy per  se;  few  would  listen  if  he  did. 
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Rather,  he  seeks  to  spur  a  better  under- 
standing of  and  stronger  debate  about 
what  technology  and  the  related  faith  in 
numbers  and  scientific  "objectivity"  arc 
doing  to  this  country.  And  in  that,  he's  i'* 
quite  successful 

Postman,  a  New  York  University  pro- 
fessor  best  known  for  his  critiques  of  T\ 
and  other  mass  media,  first  synthesizes  4' 
from  his  own  and  others'  work  a  briej 
but  engaging  history  of  humanity's  rela- 
tionship with  technology.  Using  vivid  an- 
ecdotes,  he  explains  the  move  from  wha1 
he  calls  tool-using  society  to  technocra  t) 
cy — in  which  inventing  new  tools  be 
comes  key — and  finally,  to  technopoly  » 
This  alone  is  worth  the  cover  price  foi 
readers  who  have  never  contemplate(  ()'  * 
what  the  world  was  like  before  it  be ! 
came  soaked  in  technology — and  evei  ti^-' 
for  those  who  have.  ilys' 
From  there.  Postman  describes  techiiit 
nopoly  in  detail,  offering  particularl]  ii ! 
original  insights  into  the  much-bally  rt,  li 
booed  Information  Age.  Don't  expec  kul 
Postman  to  cheer  because  computers  an  «c  of 
doubling  in  power  every  two  years  o:  In  te 
because  there  are  schemes  afoot  to  put  i  int- 
high-definition  television  into  ever;!^ 
home.  He  sees  millions  of  TVs,  computei  l'' 
screens,  and  loudspeakers  washing  awai  e' 
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tion  in  a  flood  of  con- 
free  information, 
ciinopoly,  he  says,  "is 
,  happens  to  society 
n      the  defenses 
ist  information  ii\ut 
broken  down." 
ng  our  shattered  de- 
es, Postman  counts 
als,  religion,  and  the 
ly.  These  institutions 
provided  a  theoreti- 
f-amework  that  people 
to  evaluate  new  in- 
lation  and  give — or 
— it  meaning.  Post- 
suggests  that  one 
)n  Americans  resort 
tigation  as  much  as 
do  is  that  legal  the- 
and  its  rules  for  determining  the 
ance  of  information  have  remained 
/  stable.  But  for  the  most  part,  the 
itional  information  filters  don't 
..  So  we  turn  increasingly  to  ex- 
bureaucrats,  and  social  scientists 
abetted  by  computers,  control  the 
of  data. 

technopoly,  statistical  measure- 
,s — from  opinion  polls  to  IQ  tests — 
laramount.  The  price,  says  Postman, 
e  loss  of  society's  cultural  "nari-a- 
'  the  story  of  human  historv  bv 


Wixploring  'what 
happens  to  society 
when  the  defenses 
against  information 
glut' break  down 


TECHNOPOLY 


which  people  find  meaning  and  purpose 
in  life  and  death.  A  continual  bombard- 
ment of  glowing  electronic  images  has 
drained  the  significance  from  such  once- 
vibrant  cultural  symbols  as  Uncle  Sam 
and  the  Statue  of  Liberty.  Schooling, 
meanwhile,  is  turning  into  a  collection  of 
"learning  technologies"  that  educators 
use  to  instill  a  morally  bankrupt  "cultur- 
al literacy" — lists  of  barren  facts. 

It's  easy  to  criticize,  Postman  admits, 
and  harder  to  decide  what  to  do.  First, 
he  savs,  we  must  recognize  that  technol- 


ogies "alter  the  structure 
of  our  interests:  the 
things  we  think  about 
.  .  .  and  the  character  of 
our  symbols:  the  things 
we  think  with."  One  rem- 
edy would  be  a  school 
curriculum  in  which  all 
subjects  are  taught  as 
history — the  history  of 
mathematics,  the  history 
of  music,  the  history  of 
history  itself.  That,  he  be- 
lieves, would  foster  a  new 
cultural  theme — the  as- 
cent of  humanity — and 
with  it  a  restored  sense  of 
purpose,  meaning,  and  in- 
terconnectedness.  He 
would  also  instruct  all 
semantics — how  meaning  is 
-so  they  would  be  better 


students  in 
constructed 
equipped  to  debate  and  modify  the  work- 
ings of  technopoly. 

Postman's  subject  is  so  amorphous 
and  fast-changing  that  at  times  he  near- 
ly loses  his  grip  on  it.  Still,  he  succeeds 
at  his  most  important  task:  making  us 
pause  to  question  the  ramifications  of 
technology's  relentless  march. 

BY  JOHN  W  VERITY 
]'('riti/  covers  computing  for  BUSINESS 
WEEK. 
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conomic  Viewpoint 


THE  CONGRESSIONAL  BUDGET  OFFICE'S 
SKEWED  NUMBERS 


Bit 


BY  PAUL  CRAIG  ROBERTS 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


The  CongT-essional  Budget  Office  (CBO)  is 
described  in  the  media  as  nonpartisan. 
Such  a  designation  permits  the  Democrat- 
ic leadei'ship  on  Capitol  Hill  to  pretend  that  the 
CB(j"s  economic  estimates  are  objective.  Many 
of  the  CBO's  numbers  are  sound,  but  the  closer 
they  get  to  disputed  policies,  the  more  the  num- 
bers are  slanted  in  favor  of  the  Democrats  who 
conti'ol  the  office. 

One  good  example  is  the  CBO's  estimate  of 
capital-gains  income.  In  response  to  questions 
fi-om  Representative  Richard  Armey  (R-Tex.), 
a  professional  economist  who  could  not  lie  bam- 
tjoozled,  the  CBO  recently  conceded  that  its  esti- 
mate of  capital-gains  income  for  1990  had  been 
off  by  more  than  1(K)%.  The  CBo  had  projected 
that  capital-gains  income  in  1990  would  be  $1134 
billion  higher  than  it  was. 

This  is  important  because  the  CBO's  amazing- 
ly overintlated  estimate  was  used  by  the  Joint 
Taxation  Committee  in  reckoning  its  estimate  of 
the  revenue  loss  from  cutting  the  capital-gains 
tax  rate.  The  overestimate  of  capital-gains  in- 


come  more  than  doubled  the  estimated  revenue 
losses  of  the  popular  Archer-Jenkins  bill,  leading 
to  the  1990  death  of  this  House-passed  measure 
in  the  Senate  for  budget  reasons. 

The  same  overestimate  is  the  basis  of  oppo- 
sition to  Pi'esident  Bush's  present  proposal  to  cu( 
the  capital-gains  tax,  on  the  gi'ounds  that  it  n 
would  cause  too  much  revenue  to  be  lost  and  vi  its 
olate  the  budget  agi-eement. 

Because  the  methodology  used  by  the  JoinlltM 
Tax  Committee  ignores  the  disincentive  effects  o;  Be  ( 
taxation,  it  is  so  out  of  date  and  behind  th(  :;ini 
times  that,  at  its  best,  the  committee's  work  is  ,^  ;n 
useless.  Often,  however,  it  is  at  its  worst.  Tlien In 
the  Joint  Tax  Committee  panders  to  an  income  r -lit 
leveling  ideology  that  opposes  economic  growtf  i: 
incentives.  The  committee  lielieves  that  the  U.  S  gi; , 
needs  more  equality  in  the  distribution  of  in  id- 
come  and,  thereby,  opposes  growth  incentives  o  \sx. 
that  allow  the  rich  to  earn  more  income  alonj  fes  tb 
with  everyone  else.  irely 

For  example,  the  committee  concedes  that  { fej ,( 
lower  capital-gains  tax  rate  has  an  unlocking  ire  of 


iii;: 


t,  resulting  in  gi'eater  realizations  of  capital- 
5  income  as  investors  become  more  willing  to 
The  committee  now  provides  an  estimate  of 
iased  tax  revenues  fi'om  the  unlocking  effect 

partial  offset  against  its  estimate  of  the 
revenues.  Yet,  when  the  Joint  Tax  Com- 
36  makes  up  its  distributional  tables  of  who 
3  fi-om  a  lower  capital-gains  tax,  it  does  not 
t  the  higher  tax  revenues  from  the  unlock- 
?ffect.  It  simply  ignores  them, 
lus,  by  allocating  capital-gains  income  to 
•ich  but  not  counting  the  higher  taxes  that 
rich  pay  from  increased  realizations,  the 
nittee  "proves"  that  a  lower  capital-gains 
•ate  primarily  benefits  the  rich, 
competent  would  be  too  kind  a  word  to  de- 
le  this  biased  methodology,  which  has  con- 
ted  to  the  three-year  stagnation  of  the  econ- 
— thus  worsening  everyone's  economic 
pects,  especially  those  of  the  poor, 
le  CBO's  wildly  overblown  estimate  of  capi- 
ains  income  causes  further  mischief  when 

in  its  annual  compilation  of  family-income 
,  In  1990  and  1991,  the  CBO's  family-income 
sties,  known  as  the  "Green  Book,"  were 
ed  out  by  critics  with  a  penchant  for  social 
leering  to  prove  that  Reagan's  policies  had 
3  the  rich  richer  and  the  poor  poorer.  The 
then  compounded  this  error  by  failing  to 
( the  cost  basis  of  capital  gains  for  inflation. 
;ly  nominal  gains  and  even  losses  were 
d  to  the  overestimate  to  further  inflate  the 
3  of  real  income  going  to  the  rich. 


When  pressed  to  explain  the  use  of  such  bi- 
ased methodology  to  produce  misleading  studies, 
the  Joint  Tax  Committee  and  the  CBO  have  come 
up  with  a  dilly  of  an  argument.  They  assert 
that  the  higher  taxes  paid  because  of  the  rise  in 
capital-gains  realizations  "do  not  represent  an 
increase  in  tax  biu'den"  because  "the  choice  to  re- 
alize additional  capital  gains  is  a  choice  by  the 
taxpayer  to  improve  his  situation." 
CHOICES.  With  this  Alice  in  Wonderland  logic, 
virtually  no  tax  is  part  of  the  tax  burden.  In- 
come and  Social  Seciu'ity  taxes  don't  have  to  be 
counted,  because  the  choice  to  take  a  job  is  also 
a  choice  by  the  taxpayer  to  improve  his  or  her 
situation.  Ditto  for  corporate,  sales,  and  excise 
taxes,  since  the  choice  to  buy  a  product  is  "a 
choice  by  a  taxpayer  to  improve  his  situation." 
This  only  leaves  the  estate  tax  burden,  and  it 
falls  on  the  dead.  Little  wonder  liberal 
Democrats  don't  understand  the  tax  revolt. 

All  of  economics  is  about  choices.  It  is  be- 
cause this  simple  fact  escapes  the  CBO  and  Joint 
Tax  Committee  that  they  are  threats  to  the 
economic  welfare  of  the  citizens  of  the  U.  S. 
Nothing  can  be  done  about  these  two  organiza- 
tions that  block  an  effective  economic  policy, 
because,  unlike  executive  branch  agencies  or 
the  Federal  Reserve,  their  directors  are  ap- 
pointed on  the  Hill  by  Democrats  behind  closed 
doors  by  the  congressional  leadership  and  are 
not  subject  to  public  oversight  and  accountabili- 
ty. They  are  subject  only  to  oversight  by  the 
partisan  Democratic  leadership. 


It  recently  conceded 
that  a  calculation  of 
capital-gains  income 
for  1990— used  to 
prove  that  Reagan's 
policies  had  made 
the  rich  richer  and 
the  poor  poorer — 
had  been 
overestimated  by 
more  than 


The  Epson  Laser  Printer  Line.  This  could  be  the  longest  argument  yet  for  buying  an  Epson®  laser  printer.  And 
a  rather  compelling  one  at  that. 
Not  only  because  Epson  invented  the  computer  printer,  but  because  more  people  use  our  printers  than 
iny  other  brand  in  the  world.  Which  should  tell  you  something  about  the  quality  of  the  products 
(Ve  make.  ThtAciimUmif 

Our  current  laser  line  is  no  exception.  There's  our  easy-to-use,  easy-to-afford  ActionLaser^^  II,  the  perfect 
ntroduction  to  laser  printing.  Our  powerful  EPL^"-7500,  rated  PC  World's  "Best  Buy"  among  Adobe® 
PostScript®  lasers,  a  RISC-based  machine  designed  to  handle  the  most  sophisticated  graphics  applica- 
;ions.  And  our  hard-working  EPL-8000,  able  to  produce  superior  output  in  a  shared  environment  of  up 
;o  three  users— without  a  network  or  switchbox. 

All  three,  of  course,  come  with  our  lengdiy  two-year  warranty,  and  the  kind  of  reliability'  that's  made  Epson 
;he  longest  running  name  in  printers. 

We  could  go  on  and  on.  But  we'll  leave  that  to  your  Epson  dealer  For  the  name  of  the  one  nearest 
/ou,  call  800-289-3776.  mn>Lmo 
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In  the  largest  common  equit}'  offering  ever  tor  a  U.S.  finan- 
cial institution,  Chemical  Banking  Corporation  added  more  dian 
$1.5  billion  to  an  already  strong  capital  base. 

We  now  total  Si  .^9  billion  in  assets  and  $8.8  billion  in 
shareholders'  equit}'. 

It  takes  diis  capital  strength  plus  somediing  more  to  forge 


a  competitive  edge— to  convince  you  as  a  client  to  choose  us  over 
odier  institutions. 

It  takes  die  experience,  intelligence  and  ingenuity  our  people 
use  to  solve  problems— a  combination  of  knowledge  and  drive  we 
call  intellectual  currency.  Widiout  die  energizing  spark  of  intellec- 
tual currenq;  capital  strength  can't  be  used  to  its  full  potential. 


^Chemical 


With  Intellectual  Currency 

Capit\l  Strength 
•Is  More  Than  Just  Money 
In  The  Bank. 


sn  you  put  both  to  work  the  possibihties  are  endless. 

Individuals  and  corporations  come  to  us  for  intelligent  finan- 
solutions  as  well  as  financial  strength.  In  24-hour,  integrated 
Id  markets  borrowers  and  investors  aHke  turn  to  us  for  streams 
leas  as  well  as  lines  of  capital. 

Our  combination  of  intellectual  currenc)'  and  capital 


strength  helps  personal  assets  grow,  helps  growing  businesses 
set  and  reach  new  goals,  and  creates  even  more  responsive  and 
cost-efficient  operating  services. 

Intellectual  currenq^  and  capital  strength.  They  are  in  place 
at  all  our  locations  now— to  dissolve  obstacles,  create  momentum, 
and  help  you  build  what  you  want  to  build. 


Intellectual  Currency.  Capital  Strength. 


1992  Chemical  Banking  Corporation 


BY  GENE  KORETZ 


A  SLEEPER  THAT 
COULD  ROUSE 
THE  RECOVERY 


If  there's  one  reason  for  the  consensus 
expectation  of  a  lackhister  recovery 
in  the  months  ahead,  it's  probably  the 
reduced  role  of  inventories.  Many 
economists  argue  that  the  adoption  of 
strict  inventory  management  techniques 
in  the  198()s  has  eroded  the  once-power- 
ful impact  of  inventory  shifts  in  eco- 
nomic fluctuations.  Moreover,  a  recent 
inventory  surge  in  the  face  of  declining 
sales  suggests  that  business  inventories 
remain  uncomfortably  high. 

In  past  business  cycles,  inventories 
have  accounted  for  much  of  the  severity 
of  downturns  and  the  vigor  of  upturns. 
That's  because  companies  typically  in- 
dulge in  heavy  stock-building  in  the  late 
stages  of  expansions,  then  slash  output 
to  reduce  excessive  inventories  once  a 
recession  begins,  and  finally  galvanize 
production  to  rebuild  stocks  after  de- 
mand starts  to  recover. 

This  time  around,  however,  stock- 


U.S.-PRODUCED  INVENTORIES 
ARE  STILL  DECLINING 


A  PERCENT  CHANGE,  SEASONALLY  ADJUSTED  ANNUAL  RATE 
■ADJUSTED  FOB  INfUTION  (EXCLUDES  OIL  INVENTOKIESI 

DATA;  COMMERCE  DEPT.,  SANfORD  C.  BERNSTEIN  &  CO.  ESTIMATES 


building  was  relatively  restrained  be- 
foi-e  the  recession  struck— a  development 
related  to  the  extensive  use  of  "just-in- 
time"  inventory-control  systems  by  man- 
ufacturers. And  just  as  this  restraint 
contributed  to  the  relative  mildness  of 
the  recession,  most  economists  believe  it 
will  dampen  the  recovery. 

Economist  Giulio  Martini  of  Sanford 
C.  Bernstein  &  Co.  thinks  an  inventory 
shift  could  still  pack  considerable  punch, 
however,  propelling  the  economy  for- 
ward at  a  4%-to-4..5%  clip  rather  than 
the  sluggish  2%-to-2.5%  pace  that  most 
forecasters  anticipate.  For  one  thing, 
Martini  points  out  that  overall  real  in- 


ventory-sales ratios  have  been  relatively 
flat  in  recent  years  as  tighter  manufac- 
turing inventories  have  been  offset  by 
less  stringent  controls  in  the  retail  sec- 
tor. For  another,  a  sharp  rise  in  real  in- 
ventories last  quarter  was  accompanied 
by  an  equally  sharp  pickup  in  non- 
petroleum  imports,  which  soared  at  a 
17%  annual  rate  in  the  second  half  of 
last  year.  Since  manufacturers  have  been 
slashing  inventories  dui'ing  this  period. 
Martini  concludes  that  imports  account- 
ed for  all  of  the  rise  in  inventories. 

Subtracting  imports  from  the  inven- 
tory numbers.  Martini  estimates  that 
real  stocks  of  nonoil  domestically  pro 
duced  goods  declined  at  a  2.9%  annual 
rate  last  quarter  (chart).  Thus,  he  pre- 
dicts that  "rising  demand  will  exert  a  far 
stronger  than  nomial  impact  on  domestic 
production  in  coming  months." 


WHERE  HAVE  ALL  THE 
SCIEHCE  MAJORS  GONE? 
TO  EASIER  GRADES 


One  of  the  most  worrisome  trends 
in  higher  education  in  recent 
decades  has  been  an  apparent  loss  of 
interest  by  American  youth  in  the  sci- 
ences and  engineering.  From  1970  to 
the  mid-1980s,  for  example,  the  number 
of  graduating  college  science  majors  ac- 
tually declined  at  the  same  time  that 
the  college  population  was  exploding. 

While  many  factors  contributed  to 
this  trend,  economists  Richard  H.  Sabot 
and  John  Wakeman-Linn  of  Williams  Col- 
lege believe  that  colleges  themselves 
bear  partial  responsibility.  In  a  recent 
issue  of  The  Journal  of  Economic  Per- 
spectives, they  point  an  accusing  finger 
at  the  grade  inflation  rampant  in  liberal 
arts  courses  since  the  early  1960s. 

The  two  economists'  analysis  of  grad- 
ing standards  in  nine  colleges  and  uni- 
versities indicates  that  in  the  early 
1960s,  grades  were  generally  similar  and 
low  in  most  departments.  But  by  the 
mid-1980s,  they  found  that  while  such 
departments  as  mathematics,  chemistry, 
and  economics  still  maintained  tough 
grading  standards,  other  departments 
such  as  art,  English,  music,  philosophy, 
and  political  science  had  become  high 
graders,  bestowing  A-  or  higher  grades 
on  an  average  32%  of  students.  By  con- 
trast, low-grading  departments,  such  as 
math,  gave  such  grades  to  only  19%  of 
students,  while  40%  of  students  got  C+ 
or  lower  grades. 

Not  surprisingly,  the  researchers  also 
found  that  grades  had  a  significant  ef- 
fect on  students'  subsequent  course 
choices,  enhancing  the  probability  of 
their  taking  a  second  course  in  a  high- 


grading  department  and  lowering  the 
chances  of  their  studying  low-grading 
subjects.  Further,  they  note  that  grades 
in  high-grading  departments  were  less 
accurate  predictors  of  students'  subse- 
quent performances  in  college  than 
grades  in  low-grading  departments. 

These  findings  lead  Sabot  and  Wake-; 
mann-Linn  to  urge  a  return  to  stricter 
grading  standards  by  all  departments.] 
Such  a  change,  they  say,  would  "noti 
only  provide  more  accurate  information 
to  students  about  their  relative' 
strengths  and  weaknesses,  but  mightffc'' 
well  encourage  them  to  study  more  sci- 
ence and  mathematics." 
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RIG  ORDERS 
START  BARRELING 
TOWARD  DETROIT 


Anemic  auto  sales  continue  to  dog 
Detroit  despite  a  slight  uptick 
February.  But  there's  a  hopeful  sign  just 
down  the  road.  Ford  Motor  Co.  reports 
that  orders  for  heavy  trucks— the  big 
rigs  that  roam  the  interstates  and  arc 
built  to  buyers'  specifications— have  beei 
running  56%  above  their  year-earliei 
pace  in  recent  months.  That's  gooi 
news,  since  heavy-truck  orders  typical!; 
perk  up  early  in  an  economic  recovery. 

To  be  sure,  no  one's  celebrating  just 
yet.  While  fleet  buyers,  who  account  foi  > 
a  third  of  the  market,  are  hitting  th« 
throttle,  leasing  companies  and  individ- 
uals  still  are  holding  back,  says  Ford 
And  last  year's  sales  were  severely  dejra 
pressed  by  the  gulf  war  and  recession. 

Still,  to  meet  surging  demand.  Fore 
recently  canceled  two  weeks  of  plannec 
downtime  at  its  tmck  plant  in  Louisville 


m- 


Ky.  And  smaller  trucks  are  moving 

er,  too.  Judging  by  past  cyclical  pat  Icctt 

terns,  cars  can't  be  far  behind. 

With  David  Woodruff  in  Detroi 


CONSUMERS  ARE 
SPLURGING  ON 
THE  SMALL  STUFF 


I'ariiS 
fleiiii 


oly  ringing  cash  registers.  Batman  ».|, 
Michael  Evans  of  Evans  Economic 


notes  that  real  sales  of  restaurant  meals 
airline  travel,  and  recreational  service 
have  climbed  at  a  14%  annual  rate  sino 
October,  while  motor  vehicles,  funiturelj 
appliances,  and  other  durables  have  los 
gi'ound.  Does  the  small-ticket  surge  fort 
shadow  big-ticket  outlays?  No,  say 
Evans,  who  argues  that  "consumers  hav 
moved  to  small-ticket  items  becaus 
they're  still  too  worried  about  the  ft 
ture  to  take  on  larger  debts." 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


ME  PATIENT'S  PULSE 
;  GETTING  STRONGER 


rhe  economy  has  taken  a  turn  for  the  better.  Its 
February  heartbeat — payroll  employment — was 
the  strongest  since  May,  1990,  before  the  recession 
in.  That  improvement  is  the  most  encouraging  sign 
that  this  sick  economy  is  off  the  critical  list  and 
nning  its  convalescence. 

ut  don't  expect  handsprings  anytime  soon.  The 
DOO  jump  in  February  jobs  was  not  broad.  January 
losses,  now  totaling  149,000,  turned  out  to  be  far 
rier  than  first  reported.  Last  month's  unemployment 
rose  to  1.3% — a  GVa-year  high.  And  the  structural 
that  extended  the  recession — especially  heavy  con- 
er  debt — will  also  sap  the  strength  of  the  recovery. 

Nevertheless,  the  economy's 
prognosis  looks  much  better  af- 
ter the  February  job  report 
than  it  did  after  the  January  re- 
port. In  addition  to  the  turn- 
around in  payrolls,  both  the 
workweek  and  weekly  earnings 
more  than  recouped  their  large 
January  losses.  Based  on  the 
January  job  data  alone,  real 
gross  domestic  product  in  the 
first  quarter  appeared  headed 


lOMPANIES  GET 
L  LITTLE  BUSIER 


X;  1982=100    -JAN.  AND  FEB,  AVERAGE 
DAW  LABOR  OEPT 


1  decline.  Now,  real  GDP  seems  to  be  at  least  holding 
»wn — or  perhaps  growing  a  bit. 
le  best  indicator  of  that  is  overall  hours  worked,  a 
1  proxy  for  real  GDP  growth.  In  January,  hours 
ked  stood  well  below  their  fourth-quarter  average, 
acting  the  month's  job  losses  and  a  plunge  in  the 
kweek  from  34.5  hours  in  December  to  34.3  hours, 
ut  in  February,  the  workweek  shot  up  to  34.7 
:"s — the  longest  in  nearly  three  years.  Combining  that 
mce  with  the  month's  job  gains  shows  that  hours 
ked  in  the  current  quarter  now  stand  well  above  the 
■th-quarter  level — a  good  sign  for  growth  (chart). 

YCHECKS  The  most  important  implication  of  the 
IT  ON  A  February  job  report,  though,  is  that  the 
^T^^  vital  signs  of  consumers  are  improving. 

EIGHT  Before  households  can  lead  a  recovery — 
hey  must — they  will  need  better  cash  flow  and  less 
;.  There  is  now  growing  evidence  of  both. 
3wer  interest  rates  and  refinancings  are  already 
ing  households,  although  further  rate  declines  now 
a  long  shot.  The  strength  of  the  job  data  probably 
s  out  any  chance  of  another  near-term  cut  in  interest 
s  by  the  Federal  Reserve.  However,  income  gains 
be  ready  to  take  over  the  job  of  boosting  consumer 


spending  right  where  past  rate  declines  leave  off. 

Indeed,  one  of  the  big  surprises  in  last  month's  em- 
ployment report  was  the  large  gain  in  paychecks.  Week- 
ly earnings  jumped  1.5%,  to  $364.35  in  February  (chart), 
helped  by  the  longer  workweek  and  a  0.3%  increase  in 
the  average  hourly  wage,  to  $10.50.  Although  part  of 
that  earnings  gain  reflected  a  bounceback  from  a  0.77o 
drop  in  January,  weekly  pay  so  far  this  quarter  is  run- 
ning well  above  its  fourth-quarter  pace. 

The  February  rise  in  weekly 
pay  was  the  largest  since  1982, 
but  the  big  difference  now  is 
that  inflation  is  less  than  half  of 
what  it  was  back  then.  That 
means  consumers  are  enjoying 
an  increase  in  their  buying  pow- 
er. After  adjusting  for  inflation, 
weekly  earnings  this  quarter 
are  up  1.1%',  at  an  annual  rate. 

Those  pay  gains  and  the  in- 
crease  in   nonfarm  jobs  last 


A  SPURT  IN 
INCOME  GROWTH 


A  MONTHLY  PERCENT  CHANGE 
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month  suggest  a  generous  rise  in  personal  income  in 
February.  In  fact,  after  adjusting  for  inflation  and  taxes, 
real  spendable  income  is  shaping  up  to  post  growth  this 
quarter  in  the  range  of  2%  to  3%,  at  an  annual  rate.  That 
extra  cash  is  why  retail  sales  look  a  lot  better  now  than 
they  did  at  yearend,  and  it  could  give  recession-weary 
consumers  a  nice  lift  this  spring. 

MORE  JOBS    However,  one  crocus  doesn't  make  a  gar- 
— BUT  EVEN   den.  In  order  to  avoid  a  repeat  of  last 
MORE  JOB      year's  false  start,  job  and  wage  growth 
SEEKERS        ^j]]  YiQ^yQ  to  continue  making  progress  in 
order  to  guarantee  a  sustainable  consumer  rebound. 
Moreover,  the  pace  of  job  gains  is  likely  to  be  far  below 
the  normal  recovery  experience.  Corporate  restructur- 
ings, particularly  in  the  service-producing  industries,  will 
limit  employment  growth. 

One  result:  The  unemployment  rate  will  be  slow  to 
fall,  especially  as  people  sense  better  employment  pros- 
pects. Early  in  a  recovery,  the  labor  force  typically 
grows  faster  than  new  jobs  open  up.  Since  November, 
the  labor  force  has  grown  at  an  annual  rate  of  37^ — the 
fastest  three-month  pace  in  three  years.  That  partly 
explains  the  0.4  percentage-point  jump  in  the  jobless  rate 
since  November,  despite  a  gain  in  civilian  employment. 

In  addition,  job  growth  promises  to  be  below  the  usual 
recovery  pace  in  the  very  sectors  that  have  accounted 
for  the  recession's  job  losses.  Since  the  downturn  began 
in  July,  1990,  employment  in  manufacturing,  construc- 
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WHERE  JOBS  FACE 
A  LONG  ROAD  BACK 


tion,  and  retail  trade  has  declined  by  more  than  1.9 
millio)!  (chart).  Jobs  in  the  remaining  607'  of  nonfarm 
industries  have  increased  by  just  over  half  a  million. 

The  signs  from  these  sectors 
were  mixed  in  February.  Manu- 
facturing employment  rose 
slightly,  the  first  gain  in  six 
months.  But  excluding  a  30,000 
bounceback  in  the  auto  industry 
after  January  shutdowns,  fac- 
tory jobs  fell.  Still,  industrial 
production  in  February  un- 
doubtedly rebounded  strongly 
from  its  large  January  loss. 
Construction  employment  fell 
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by  30,000,  despite  the  housing  recovery. 

Retail  jobs  posted  the  bulk  of  the  February  advance  in 
payrolls.  They  rose  by  133,000,  following  losses  for  six 
consecutive  months.  The  gain  partly  reflected  seasonal- 
adjustment  quirks,  but  it  was  large  enough  relative  to 
past  declines  to  suggest  that  retailers  are  busier. 

WHITTLING  The  stubborn  uncertainty  about  future 
DOWN  THE  job  conditions  is  one  reason  why  consum- 
STACK  ers  continue  to  shun  most  forms  of  debt. 

Of  lOUs  ^j^fj  because  of  existing  debt  burdens, 
credit-financed  spending  will  not  play  the  same  strong 
role  in  the  coming  recovery  that  it  has  in  past  upturns. 

Consumers  keep  whittling  down  their  lOUs.  In  Janu- 
ary, installment  credit  fell  for  the  third  consecutive 
month,  dropping  $183  million.  Installment  debt  outstand- 
ing now  equals  16.9%  of  disposable  income,  down  from 
its  18.67  peak  of  late  1989. 

However,  some  households  are  just  switching  one 
form  of  debt  for  another.  Home-equity  loans  are  rising, 
as  homeowners  take  advantage  of  the  lower  rates  and 
tax  breaks.  Since  the  end  of  1990,  when  the  interest  on 
most  consumer  credit  was  no  longer  deductible,  install- 


ment credit  has  fallen  nearly  $6  billion,  to  $729.2  billion. 
But  home-equity  loans  and  installment  debt  combined 
have  not  lost  any  ground  at  all.  In  January,  the  com- 
bined debt  totaled  slightly  more  than  $800  billion  (chart). 

Even  when  home-equity  loans 
and  installment  debt  are  com- 
bined, though,  consumers  are 
still  unloading  their  debt  bur- 
dens. The  growth  in  equity 
loans  and  installment  credit  has 
been  slow  enough  to  lag  behind 
even  the  modest  gains  in  in- 
comes. The  total  of  installment 
credit  and  home-equity  loans 
stood  at  18.6%'  of  disposable  in- 
come in  January,  up  a  bit  from 
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December's  six-year  low.  But  the  ratio  probably  dipped 
in  February,  given  the  month's  gain  in  pay. 

In  addition  to  the  reduction  in  installment  debt,  con 
sumers  are  also  finding  it  less  difficult  to  pay  off  their 
biggest  lOU:  their  mortgages.  According  to  the  Mort 
gage  Bankers  Assn.,  the  rate  of  mortgages  that  were 
delinquent  30  days  or  more  fell  to  4.78%-  in  the  fourth 
quarter,  down  from  5.077  in  the  third  quarter. 

Lower  interest  rates  have  created  a  flood  of  refinan 
cings  and  a  drop  in  the  monthly  payments  on  adjustable- 
rate  mortgages.  Lower  mortgage  costs  have  lessened 
the  financial  strain  on  strapped  consumers  who  other- 
wise may  have  defaulted.  Lower  mortgage  payments 
have  also  freed  up  more  cash  for  many  homeowners. 

To  be  sure,  this  process  of  reliquification  has  only  just 
begun.  It  will  take  a  long  time  for  consumers  to  feel 
financially  healthy  again,  and  that  will  be  a  drag  on  the 
recovery.  What's  also  needed  is  a  few  more  gains  in  jobs 
and  incomes  like  the  ones  posted  in  February.  Then, 
while  the  economy  may  not  be  ready  to  do  backflips, 
consumers  could  at  least  spend  fast  enough  to  get  the 
patient  up  and  around. 


HOUSING  STARTS 

mostly  because  of  falling  energy  prices. 
Prices  excluding  food  and  fuel  probably 
also  rose  by  0.37  in  February,  the  same 
modest  gain  as  in  January.  Over  the 
past  year,  prices  have  increased  by  just 
2.77  for  all  goods,  and  by  3.97  exclud- 
ing food  and  energy. 

INDUSTRIAL  PRODUCTION 

lization  rate  for  all  industry  rose  to 
78.47  in  February,  from  787  in  January, 

MERCHANDISE  TRADE  DEFICIT 

lU.i 

Tuesday,  Mar.  17,  8: JO  a.m. 
Housing  starts  probably  edged  up  to  an 
annual  r-ate  of  1.18  million  in  February, 
say  economists  polled  by  McGraw-Hill 
Inc.'s  MMS  hiternationai.  Homebuilding 
jumped  .5..'//'  in  January,  to  a  1.17  million 
pace.  Most  of  that  increase  was  in  the 
construction  of  multifamily  housing,  al- 
though most  regions  have  an  oversupply 
of  apartment  space.  Any  gain  in  Febru- 
ary starts  will  be  in  single-family  homes. 

CONSUMER  PRICE  INDEX 

Thursday,  Mar.  19,  8:30  a.m. 
The  trade  deficit  probably  narrowed  tc 
$5.4  billion  in  January,  from  $5.9  billior 
in  December,  say  the  MMS  economists 
Exports,  which  fell  in  November  and  De 
cember,  likely  rose  in  January.  And  im 
ports,  up  2.37  in  December,  probabi) 
declined  in  the  following  month. 

FEDERAL  BUDGET 

Tuesday,  Mar.  17,  9:15  a.m. 
Output  at  the  nation's  factories,  mines, 
and  utilities  likely  advanced  by  a  sharp 
0.6'/'  in  February.  Production  dropped  in 
each  of  the  three  previous  months,  in- 
cluding a  0.87  drop  in  January.  The  Feb- 
ruary bounceback  is  indicated  by  the 
0.97'  jump  in  total  hours  worked  in  the 
factory  sector.  The  expected  strong  rise 
in  output  suggests  that  the  capacity-uti- 

Friday, Mar.  20,  2:15  p.  m. 
The  federal  government  will  probabh 
post  a  .$45  billion  deficit  for  February.  j| 
so,  that  would  be  almost  tv/ice  the  $^ 
billion  gap  of  February,  1991.  1 

Tuesday,  Mar.  17,  8:30  a.m. 
Total  consumer  prices  likely  increased 
by  0.37  in  February,  say  the  MMS  econo- 
mists. Prices  rose  only  0.17  in  January, 
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AWARD-WINMIMG 
COPIERS  THAT  ARE 
#1  IN  CUSTOMER 
SATISFACTION. 

Today,  customer  satisfaction  means  more  than 
productivity  and  reliability  It  means  cost- 
effectiveness.  That's  why  you  need  Sharp  Thinking. 

Sharp  Thinking  created  the  high-speed,  high- 
volume  SD-2075  Master  Series  Copier/Duplicator. 
An  advanced  technology  package  that's  winning 
industry  and  customer  raves  for  excellence. 

The  SD-2075  does  it  all  for  less,  giving  you 
the  most-wanted  features  as  standard.  It  produces 
high-quality  documents  at  75  copies  per  minute, 
and  masters  the  largest,  most  complex  jobs  — 
sorting,  finishing,  computer  fanfolds,  report  covers 
and  much  more.  That's  Sharp  Thinking. 

It's  behind  every  Sharp  copier.  So  if  you're  look- 
ing for  high  value  in  a  high-volume  copier, 
start  thinking  Sharp.  For  more  information  call: 
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★  CLINTON  HAS  A  CHANCE  TO  PICK  UP  HARKIN'S  LABOR  SUPPORT;  TSONGAS  IS  TRYING  TO  PICK  UP  THE  PIECES 


MARCH  23,  199: 


IS  IT  STILL 
A  HORSE  RACE? 

BARELY.  BUT  IT  WON'T  BE  IF  BUSH  AND  CLINTON  SWEEP  MICHIGAN  AND  ILLINOIS 
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George  Bush, 
late  of  Yale  and 
Skull  &  Bones, 
gnawed  on  some 
liarbecued  ribs 
in  Hialeah,  Fla., 
and  entered  a 
bass-fishing  tour- 
nament in  Pintlala,  Ala.  Arkansas  Gov- 
ernor Bill  Clinton  prayed  and  swayed  in 
black  Baptist  churches  in  Tennessee  and 
bemoaned  the  high  crime  rate  with 
Houston  cops.  Then  Clinton,  who  had 
been  buffed  to  a  high  sheen  at  Yale  Law 
School  and  Oxford  University,  step])ed 
before  a  throng  of  Miami  supporters  and 
described  himself  as  "an  ol'  redneck." 

Aw,  shucks,  it  worked.  On  Mar.  10, 
while  their  outspent,  outgunned,  and 


out-of-breath  rivals  struggled  to  keep 
up.  Bush  and  Clinton  blitzed  the  South's 
key  Super  Tuesday  primaries  and  cau- 
cuses. Each  scored  a  Southern  and  bor- 
der-state sweep — and  paved  the  way  for 
potentially  crippling  blows  to  their  oppo- 
nents in  Mar.  17  contests  in  Illinois  and 
Michigan. 

Bush  isn't  about  to  snuff  out  Pat  Bu- 
chanan's right-wing  insurgency  over- 
night, though.  Buchanan  vows  he'll  over- 
take the  President  in  Michigan,  a  state 
with  97'  unemployment  and  loads  of 
alienated  Reagan  Democrats.  But  as  his 
campaign  nears  mathematical  elimina- 
tion, Buchanan  often  verges  on  crank- 
dom,  with  calls  for  Bush's  resignation, 
demands  for  the  ouster  of  Republican 
National  Chairman  Rich  Bond,  and 


threats  to  wage  a  jihad  against  Busifd 
and  moderate  GOP  Governor  Pete  Wilso 
in  California  on  June  2.  "Pat  is  rippinil  ,! 
the  Republican  Party  apart  over  wha 
api)ears  to  be  his  personal  ego,"  sayii 
former   Buchanan   strategist  Anthon 
Fabrizio.  "Just  being  the  loudest,  angrfcn 
est,  and  meanest  isn't  going  to  help  hir 
lead  the  conservative  movement  in  '96, 
BEAR  HUG.  On  the  other  hand,  after 
51'^'  to  347f  loss  to  Clinton  in  Florida' 
Democratic  primary,  former  Massachi 
setts  Senator  Paul  Tsongas  could  us 
some  guerrilla-warfare  lessons  from  Bi 
chanan.  He  would  have  plenty  of  tai 
gets,  what  with  Clinton's  less-than-m  j 
raculous  stewardship  of  Arkansas,  hjjv 
vulnerability  on  the  personal-ethk  i 
front,  and  his  fluid  shift  from  moderal 
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*mer  to  darliiif?  of  Democratic  ward 
jrs. 

Chicago,  for  instance,  Clinton  has 
embraced  by  Mayor  Richard  M. 
y's  organization — a  bear  hug  Tson- 
could  [)n)fital)iy  condemn  as  signal- 
'linton's  coziness  with  machine  poH- 
"("linton  has  gravitated  toward  the 
;oahtion  pohtics  of  the  Democratic 
y,"  says  Dennis  Kanin,  Tsongas' 
)aign  manager.  "What  does  the  guy 
i  for?" 

it  Tsongas  has  yet  to  mount  an  ef- 
ve  counterattack.  "I  see  a  lot  of  Du- 
s  in  Tsongas,"  says  Steven  E. 
;r,  a  Carleton  College  political  scien- 
"Democrats  are  worried  about  that, 
they  should  be." 

ongas'  Super  Tuesday  odyssey  is 
icularly  instruc- 
on  that  score.  He 
iidered  through 
50uth  like  an  eco- 
cs  professor  on  a 
ire  tour,  while 
on  used  Tsongas' 
sition  to  a  middle- 
tax  cut  to  paint 
as  a  Reagan-Bush 

)w,  Tsongas  faces 
k  choices:  He 
;  erase  his  image 
in  exponent  of 
canal  economics 
broaden  his  base 
raditional  Demo- 
,  or  face  political 
iction.  On  paper, 
gas  has  a  potent 
for  the  Rust  Belt, 
ke  Clinton,  who 
ises  investment  in  "human  capital," 
gas  favors  an  industrial  policy  to 
ild  U.  S.  manufacturing.  But  his 
:)rint  is  numbingly  complex,  and  his 
ort  for  a  capital-gains  tax  cut  and 
h-off  of  the  tax  "fairness"  issue  be- 
i  of  congressional  Democrats  turns 
nany  party  activists.  "When  I  listen 
songas  with  my  eyes  closed,  I  al- 
;  hear  George  Bush,"  says  Joe  Man- 
,  political  director  for  the  United 
I  Workers. 

M  THE  GUT.'  Unfortunately  for  Tson- 
activists  will  be  key  players  not 
in  Michigan  and  Illinois  but  in  other 
5sts  in  such  industrial  states  as  New 
:  on  Apr.  7  and  Pennsylvania  on 
28.  A  special  handicap  for  Tsongas 
s  inability  to  connect  with  blacks, 
iton  understands  the  language  of 
2;gle,"  says  former  Black  Panther 
)y  Rush,  an  alderman  from  Chica- 
South  Side  who's  organizing  for 
;on.  "That's  something  you  get  from 
?ut  up,  not  the  head  down." 


if  BUSH'S  WINS  GIVE  HIM 
LITTLE  CAUSE  TO  CELEBRATE 


In  the  Rust  Belt,  Clinton  is  angling  to 
pick  up  the  labor  vote  set  adrift  after 
the  collapse  of  Iowa  Senator  Tom  Har- 
kin's  campaign.  Tsongas  hopes,  without 
much  chance  of  success,  to  thwart  Clin- 
ton's move  by  highlighting  Arkansas' 
status  as  a  right-to-work  state,  its 
low  wages,  and  its  dismal  record 
on  worker  safety.  "Clinton  has  a  mis- 
erable labor  record,"  Kanin  asserts. 
"We  need  to  get  that  out." 

Buchanan,  too,  is  beckoning  to  angry 
blue-collars.  In  Michigan,  he's  casting 
Bush  as  a  country-club  Republican  who 
betrayed  workers'  trust  on  taxes  and 
throws  billions  away  on  foreign  aid. 
"Our  'America  First'  theme  is  a  natural 
for  Michigan,"  says  Angela  "Bay"  Bu- 
chanan, top  strategist  in  her  brother's 
Presidential  drive. 
"Pat  gives  a  voice  to 
people  who  are  frus- 
trated and  angry." 

People  like  Grant 
Robinson.  A  former 
General  Motors  Corp. 
worker  idled  by  a 
plant  shutdown,  Rob- 
inson, 35,  supports  his 
family  of  five  by 
working  as  a  mainte- 
nance man — for  $9  an 
hour  less  than  he  got 
at  CM.  "I'm  going 
backward,"  he  says, 
huddled  with  a  grou]) 
of  Buchanan  backers 
who  cheered  him  dur- 
ing a  visit  to  the  work- 
ing-class suburb  of 
Wyandotte,  Mich. 
Buchanan  might  ap- 
proach 40%  in  Michigan,  but  he  might 
also  peak.  On  the  stump,  the  President 
is  already  taking  shots  at  Congress  and 
trumpeting  his  devotion  to  "family  val- 
ues," a  dart  aimed  at  Clinton. 

Faced  with  a  choice  between  a  shop- 
worn President  and  a  battered  Arkansas 
governor.  Bush  reckons  that  voters  will 
stick  with  the  Yalie  they  know.  But 
Bush  has  consistently  underestimated 
the  resentment  that's  driving  voters  this 
year.  Economic  recovery  remains  iffy. 
And  a  third  of  Buchanan's  supporters 
vow  they'll  vote  against  the  President  in 
November.  That  residual  rage — plus 
Clinton's  ability  to  shift  seamlessly  from 
good  ol'  boy  to  Ivy  League  policy 
wonk — means  there's  no  cause  for  cele- 
bration at  the  White  House,  even  as 
Bush's  delegates  pile  up. 

Bi/  Lee  Walezak  and  Douglas  Harbrecbi 
in  Washington,  with  David  Greising  in 
Chicago.  Daeid  Woodruff  in  Detroit.  Gail 
DeGeorge  in  Miami.  Ric/iard  S.  Dunham  in 
Dallas,  and  bureau  reports 
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With  the 
Presidential  campaign 
heating  up,  hopefuls  are  promising 
this,  that,  and  every  other  thing 
to  draw  votes.  BW's  new 
Pander  Meter  rates  the  latest  ploys: 

PANDER  POINTS 

PRESIDENT  BUSH 

The  White  House 
miraculously  finds  billions  of  gal- 
lons of  water  for  drought-plagued 
California  farmers.  And  to  help 
Bush  in  Michigan,  there's  a 
scheme  that  encourages  companies 
desiring  pollution  credits  to  pay 
owners  of  old  cars  up  to  $1,000  for 
their  rusting  heaps 
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PAT  BUCHANAN 

Campaigning  in  Geor- 
gia, Buchanan  visits  a  cemetery  to 
rediscover  his  great-grandfather's 
ties  to  the  Confederacy.  Now,  how 
about  a  mint  julep  in  every  glass? 


78 


BILL  CLINTON 

Swinging  through 
Florida,  Clinton  promises  medical 
care  to  seniors  and  increased 
federal  aid  to  inner-city  blacks, 
then  bashes  Cuba's  Fidel  Castro 

PAUL  TSONGAS 

J  J    Campaigning  in  Dallas, 

Tsongas  suddenly  an- 
nounces his  support  for  a  Senate 
proposal  to  extend  tax  breaks  to 
oil-and-gas  drillers.  Yes,  Virginia, 
there  is  a  Santa  Claus 

A  JERRY  BROWN 

^0    Brown  insinuates  that  a 

photo  of  Clinton  with  black 
prisoners  in  the  background  was 
a  Willie  Horton-type  racial  appeal. 
A  blatant  bid  for  black  votes 
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THE  PRESIDENCY  I 


CLINTON:  'IF 
WE  REDUCE 
DEFENSE 
RESEARCH  AND 
DEVELOPMENT, 
WE  CAN  AT  A 
MINIMUM 
INCREASE 
CIVILIAN  R&D 
BY  THAT 
MUCH' 
★ 


A  TALK  WITH  BILL  CLINTON:  'I  WANT 
TO  GENERATE  A  LOT  OF  MILLIONAIRES' 


The  Democratic  front-runner  on  taxes,  donations,  and  economic  policy 


Yoii  can  forgive 
Bill  Clinton  for 
a  little  excess  ex- 
uberance. As  he 
stormed  into 
sunny  Kissim- 
mee,  Fla.,  for 
the  ritual  photo 
opportuuiti/  at  an  exhibition  baseball 
game,  the  Arkansas  governor  wound 
up — and  let  fly  an  errant  pitch  that 
had  photographers  hooting.  That 
was  about  the  only  miscue  Clin- 
tou  made  o)i  his  way  to  a  crush- 
ing .sweep  of  seven  Southern  and 
border  states  on  Mar.  10.  Wash- 
ington Bureau  Chief  Lee  Wal- 
czak  caught  up  with  Clinton  on 
Mar.  9  during  a  hectic  day 
of  Florida  campaigning  and 
talked  with  the  soon-to-be  Demo- 
cratic front-runner  about  his 
views  on,  arnong  other  things,  ri- 
val Paul  Tsongas,  the  economy, 
crecutive  pay,  and  the  gas  tax. 


Q  Initially,  you  stressed  your 
moderate  credentials.  But  now, 
most  of  your  backing  is  coming 
from  such  traditional  constitu- 
encies as  blacks,  working-class 
voters,  and  the  elderly.  Is  that 


why  you 
themes? 


now  sound  more  traditional 


A  No,  because  I  haven't  really  changed 
my  message.  .  .  .  You  have  to  listen  to 
what  I'm  saying  more.  Tsongas  got  him- 
self positioned  with  upscale  voters  by 
saying:  "I'm  for  [cutting  taxes  on]  capi- 
tal gains  and  against  a  middle-class  ta.x 
cut."  . .  .  [But]  I  have  proved  that  you 
can  bring  back  a  lot  of  blue-collar  Rea- 


gan Democrats  into 
a  coalition  with  mi- 
norities, the  elderly, 
and  other  traditional 
groups  of  voters. 


m 
rlnt 


!  Ill} 


■  I  <iL 


Q  In   Sou  th  Flori- 
da 's    Jewish  en-' 
claves,  you  pledged 
to  tilt  U.  S.  policy 
toward  Israel.  In 
Miami's  Liberty 
City    ghetto,  yo 
spoke  of  more  aidk  - 
for  cities.  In  central  k 
Florida,  you  prom 
ised  that  you  wouldk  'a 
retrain  defense[> 
workers.  Is  this  th^i 
'new  politics" 
your  DemocratiSti, 
Leadership  Coun 
cil — or  as  Tsonga^sm 
charges,  old-fash 
ioned  pandering?  fceW 

A  You  can  say  I've 
said  that  there,  but  you  can't  find  any 
place  where  I've  said  anything  different, 
I  also  went  to  Wall  Street  and  said,  "I'm 
going  to  raise  your  taxes  and  give  the 
middle  class  a  break,"  and  got  groans  at 
my  own  fund-raiser.  If  you  want  to  look 
at  pandering,  you've  got  to  look  at  who  fc. 
has  changed  positions. 

Q  You  blast  Tsongas  for  being  too  cozjffnj, 
with  Wall  Street,  yet  you've  raisefli^jfj 
large  amounts  of  money  from  invest- 
ment bankeis  (table).  How  can  yoi 
take  their  money  and  attack  them? 


f ( 

iill  iie 

A  Because   I   do  it  when  I'm  there 
That's  the  difference  between  me  ancf/itjj 
[former  California  Governor]  Jerrj;- 
Brown.  He  thinks  if  you  give  money 
you're  bad  for  America. 


NOT  FRIENDS,  JUST  DONORS 

Democratic  Presidential  contender  Bill  Clinton  lampoons 
former  Massachusetts  Senator  Paul  Tsongas  as  the  best 
friend  Wall  Street  has  ever  had.  Yet  the  Arkansas  gover- 
nor has  himself  raked  in  hundreds  of  thousands  of  dollars 
from  Wall  Streeters,  including  those  listed  below 

HERBERT  A.  ALLEN  CEO,  Allen  &  Co.  $1,000 

ROGER  C.  ALTMAN  Partner,  Blackstone  Group  1,000 

ROBERT  CARSWELL  Partner,  Shearman  &  Sterling  1,000 


LEON  G.  COOPERMAN  Partner,  Goldman  Sachs  1,000 

JEROME  KOHLBERG  JR.  Principal,  Kohlberg  &  Co.  1 ,000 

LIONEL  I.  PINCUS  Principal,  E.M.  Warburg  Pincus  500 

ALANPATRICOf  Venture  capitalist  1,000 


ROBERT  E.  RUBIN  Partner,  Goldman  Sachs 


1,000 


DATA.  FEDERAL  ELECTION  COMMISSION 


Q  Could  those  executives  bi) 
writing  checks  because  theiijn 
think  your  anti-Wall  Stree 
stance  is  only  a  pose? 

% 

A  No,  no.  .  .  .  People  who  work  oi 
Wall  Street  are  good  citizens  wh( 
want  their  country  to  change. 
I  want  to  generate  a  lot  of  million 
aires,  and  I  want  to  do  it  with  ai  - 
economic  policy  that  is  focused  oi 
rebuilding  our  country. 


Q  Would  you  use  the  tax  code  U 
tie  executive  compensation 
gains  in  productivity? 

A  I  basically  buy  the  argumenl| 
that    [author]    Graef  Crysta 
makes:  You  ought  to  have  resiiyj 


'ill: 
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lives  for  executive  compensation 
I  on  long-term  growth  of  the  com- 
That's  better  than  just  a  capped 
on  deductions. 

e  New  York  Times  alleges  that 
2nd  your  icife  Hillary  were  busi- 
partners  with  a  troubled  Arkan- 
ivestor  and  notes  that  when  your 
ler's  S&L  was  under  fire  from  reg- 
'Ts,  he  hired  Hillary  to  represent 
Was  this  proper? 

ok  at  the  facts,  which  were  not  in 
"iynes  story. . . .  When  I  made  this 
;state  investment,  it  was  four  years 
e  the  man  was  in  the  S&L  business, 
as  before  I  became  governor. . .  . 
Times  alleged — falsely — that  I  was 
it  any  financial  risk.  We  were  at 
'icant  financial  risk  and  lost  a  good 
of  money.  When  I  got  back  in  the 
•nor's  office  in  1983,  he  was  then  in 
&L  business.  At  that  point,  there 
10  option  to  get  out  of  the  deal.  It 
i  have  raised  more  questions  if 
body  bought  me  out  when  I  was 
I  money. 

retrospect,  would  you  do  it 


),  because  I  lost  money. 

blast  Tsongas  for  backing  a 
',r  gas  tax.  Isn't  that  the  kind  of 
iniption  levy  the  DLC  advocates? 

;  says  we  ought  to  raise  this  tax  3(t 
a  year  for  a  decade  and  force  peo- 
)  buy  new  cars.  If  you're  from  Bos- 
nd  can  ride  the  T,  that's  fine.  But  if 
e  going  to  raise  the  gas  tax,  it 
d  be  much  more  modest. 

the  South,  you've  left  the  impres- 
that  President  Clinton  would  re- 
!  displaced  defense-industry  ivork- 

What's  to  keep  this  'defejise 
?rsion"  program  from  turning 
a  costly  fiasco,  like  the  Trade  Ad- 
nent  Assistance  program  of  the 
1970s? 

ade  Adjustment  Assistance  was  ba- 
y  designed  to  help  retrain  workers 
reas  where  the  jobs  were  growing, 
is  more  of  an  investment  strategy 
lake  sure  America  is  investing  in 
technologies. . . .  There  are  several 
:s  . . .  we  should  do.  No.  1,  if  we 
I  acknowledge  that  we're  deficient 
mmercial  research  and  development 
lared  with  many  of  our  competitors, 
an  say  that  if  we  reduce  defense 
we  can  at  a  minimum  increase  civil- 
R&D  dollar-for-dollar  by  that 
1. .  .  .  We  need  to  take  ideas  and 
!  them  to  market  in  America  instead 
'erseas. 


MONEY  &  BANKING  I 


PERFECT  TIMING 
FOR  SICK  BANKS 


Critics  say  Bush's  regulators  won't  let  one  sink  in  an  election  year 


Last  year,  the  Bush  Administration 
fought  on  Capitol  Hill  for  a  reform 
bill  aimed  at  tearing  down  laws 
that  shelter  the  banking  industry  from 
market  forces.  This  year,  the  Adminis- 
tration has  done  a  surprising  and  some 
say  perilous  about-face.  Indeed,  Bush- 
appointed  banking  regulators  are  doing 
their  darnedest  to  keep  banks  open — and 
lending — even  when  the  institutions  are 
close  to  collapse. 

What's  changed?  Some  lawmakers 
and  banking  experts  suspect  it's  the 
looming  Presidential  election.  With 
George  Bush's  halting  stewardship  of 


STRATEGIES  TO  AVOID 
BIG  BANK  FAILURES 

FIRST  CITY       The  Federal  Deposit 
BANCORP         Insurance  Corp.,  seeking 
OF  TEXAS         private  investors  for  the 

Houston  bank,  is  willing  to 
guarantee  bad  loans 


CROSSLAND 
SAVINGS 


The  FDIC  in  late  January 
took  over  the  Brooklyn- 
based  thrift  and  has  set 
aside  $1.2  billion  to  fix  up 
Crossland  for  sale 


GLENFED  The  Office  of  Thrift 

Supervision  is  quietly 
scouting  for  a  buyer  for 
theGlendale  (Calif .)  thrift, 
one  of  several  capital- 
starved  California  S&ts 


the  economy  a  top  campaign  issue.  Ad- 
ministration officials  are  hardly  in  the 
mood  for  a  big  bank  failure  that  would 
jolt  consumer  confidence,  increase  unem- 
ployment, and  shrink  available  credit.  In- 
stead, keeping  ailing  banks  on  life-sup- 
port, a  policy  known  as  forbearance, 
could  avert  the  politically  ticklish  possi- 
bility of  a  bank  collapse  in  a  key  state. 
CASH  SWEETENER.  The  new  regulatory 
policy  first  became  apparent  in  January, 
when  the  Federal  Deposit  Insurance 
Corp.  took  direct  control  of  Crossland 
Savings  FSB  in  Brooklyn,  N.  Y.  (table). 
Regulators  claimed  that  the  two  bids 
they  received  were  far  too  low.  It  was 
cheaper,  the  FDIC  argued,  to  take  control 
of  Crossland  and  try  to  sell  it  later.  Then 
in  February  the  agency  chipped  in  $34 
million  to  buy  preferred  stock  in  New 


York-based  Emigrant  Savings  Bank  to 
ease  its  takeover  of  Dollar  Dry  Dock 
Bank  in  White  Plains,  N.  Y. 

Now  the  agency  is  pressing  for  yet 
another  bailout,  this  time  for  the  failing 
First  City  Bancorp  of  Texas.  The  gov- 
ernment, seeking  $400  million  from  pro- 
spective buyers,  will  guarantee  repay- 
ment on  an  undisclosed  share  of  the 
Houston  bank's  loans.  F'irst  City  was 
first  propped  up  by  regulators  in  1987 
with  a  $1  billion  capital  infusion. 


IIIBI 


Nor  will  the  policy  of  forbearance  end 
there  if  regulators  have  their  way.  On 
Mar.  25,  banking  regulators  will  hold  a 
public  hearing  on  proposals  that  would 
allow  the  government  to  pay  sharehold- 
ers in  troubled  thrifts  a  sweetener  to 
accept  a  shotgun  marriage  with  a 
healthy  savings  and  loan.  "If  it's  done 
right,  we  could  save  significant  amounts 
of  money,"  says  Office  of  Thrift  Super- 
vision Director  Timothy  Ryan.  Analysts 
speculate  that  thrifts  in  California,  a  big 
electoral  prize,  would  be  the  first  recipi- 
ents of  such  aid.  Several,  such  as 
GlenFed  Inc.  in  Glendale  and  CalFed 
Inc.  in  Los  Angeles,  need  fresh  capital. 

Regulators  insist  that  their  recent  ac- 
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tions  are  designed  to  protect  taxpayers, 
who  pay  the  tab  for  cleaning  up  the 
country's  battered  bani<s  and  thrifts.  Of- 
ficials hope  to  revive  institutions  for  lat- 
er resale  to  private  investors  at  higher 
prices.  "The  trick  is  to  figure  out  which 
ones  are  fatally  wounded,"  concedes 
Fine  Chairman  William  Taylor. 
DEJA  vu.  Take  Crossland.  Regulators 
note  that  Republic  National  Bank,  the 
leading  bidder,  had  offered  just  $17  mil- 
lion for  C'rossland's  good  loans  and  $5.5 
billion  in  deposits.  The  FDK'  instead  is 
setting  aside  $1.2  billion  to  shore  up 
Crossland's  capital  and  reserve  for  loan 
losses.  The  FDIC  predicts  Crossland  can 
ultimately  be  sold  for  $4:^7  million,  even 


though  many  analysts  believe  the  fran- 
chise has  no  real  value.  Says  investment 
banker  Gerard  Smith  of  Salomon  Broth- 
ers Inc.:  "The  market  has  said  there  is 
no  need  for  Crossland." 

The  regulatory  actions  have  met  a  hail 
of  criticism  on  Capitol  Hill.  "I  thought 
that  capitalism  meant  that  stockholders 
and  management  assume  the  risk — not 
the  taxpayers,"  House  Banking  Commit- 
tee Chairman  Henry  B.  Gonzalez  (D- 
Tex.)  told  regulators  at  a  Feb.  25  hear- 
ing. Even  those  who  favor  early 
government  assistance  worry  about  this 
strategy.  It  puts  regulators  "in  the  posi- 
tion of  picking  winners  and  losers," 
notes  a  senior  Federal  Reserve  staffer. 


Even  more  worrisome  to  lawmakers  is 
that  the  government's  lenient  approach 
is  frighteningly  similar  to  Washington's 
disastrous  thrift  experience.  In  the 
1980s,  weak  institutions  were  kept  alive 
through  accounting  gimmickry  and  oth- 
er means  that  postponed  their  day  of 
reckoning — and  vastly  inflated  the  cost 
of  the  s&L  cleanup. 

•  Yet  with  a  Presidential  campaign  m 
full  cry,  an  economy  struggling  to  recov- 
er, and  some  very  large  problem  banks 
teetering  on  the  edge,  regulators  are  apt 
to  forget  their  history  lessons — and  roll 
the  regulatory  dice  one  more  time. 

By  Tim  Smart,  with  Miice  McNamee  and 
Dean  Foust  in  Washington 


Commentary/by  William  C.  Symonds 

THE  U.S.  CAN'T  AFFORD  TO  NICKEL-AND-DIME  CANADA 


Kll 


Lots  of  people  agree  that  there 
ought  to  be  a  North  American 
Free  Trade  Agreement.  The  pact 
would  do  wonders  for  the  region's  abil- 
ity to  compete  with  Jajjan  and  Europe 
by  removing  most  restrictions  on 
goods  and  services  moving  between 
the  U.  S.,  Canada,  and  Mexico.  The  re- 
sult? The  world's  largest  common  mar- 
ket, a  North  America  Inc.  with  a  $6 
trillion  gross  regional  product. 

But  now,  just  as  free-trade  talks 
with  Mexico  have  brought 
the  pact  within  reach, 
Washington  seems  to  be 
losing  the  spirit  needed  to 
make  the  agreement  work. 
In  recent  weeks,  the  U.  S. 
has  instigated  some  nasty 
trade  battles  with  Canada, 
its  largest  trading  partner. 
The  moves  reflect  the  ris- 
ing protectionist  fires  in 
Washington,  fueled  by  the 
Presidential  campaign  and 
Pat  Buchanan's  unrelent- 
ing "America  First"  mes- 
sage. But  the  tension  also 
is  jeopardizing  Canadian 
support  for  the  1988  U.  S.- 
Canada Free  Trade  Agree- 
ment— the  cornerstone  of  any  North 
American  free-trade  plan. 
'PURE  POLITICS.'  The  latest  dispute — 
over  Canada's  softwood  lumber  ex- 
ports to  the  U.  S. — illustrates  just 
how  sharply  U.  S. -Canada  trade  rela- 
tions have  deteriorated.  On  Mar.  6, 
the  U.  S.  Commerce  Dept.  issued  a  pre- 
liminary finding  that  Canada  subsi- 
dizes its  lumber  exports  and  required 
Canadian  producers  to  post  a  bond 
to  cover  the   14.48'a   subsidy.  That 


amounts  to  some  $350  million  a  year. 

Canadians  are  furious.  Even  Prime 
Minister  Brian  Mulroney,  a  staunch 
free-trade  supporter,  called  it  "vexa- 
tious harassment"  stemming  from 
"pure  politics."  On  Mar.  10,  he  called  a 
Cabinet  meeting  to  discuss  retaliation. 

What  makes  this  so  unfortunate  is 
that  the  U.  S.  case  is  so  weak.  Cana- 
da's share  of  the  U.  S.  lumber  market 
actually  has  fallen  from  one-third  to 
277'  since  19S(!,  whm  ih,'  T'.  S.  last 


CANADIANS  ARE  FURIOUS  ABOUT  THE  U.S.  ATTACK  ON  LUMBER  EXPORTS 


challenged  Canadian  timber  subsidies 
and  Canada  agreed  to  balance  the 
scales  with  new  taxes  and  charges.  On 
this  go-around.  Commerce  is  primarily 
challenging  British  Columbia's  de- 
cades-old policy  of  prohibiting  raw  log 
exports.  But  the  same  policy  is  in  place 
in  the  U.  S.'s  Pacific  Northwest — ^just 
across  the  border. 

The  lumber  decision  follows  another 
questionable  jab  at  Canada,  the  U.  S. 
Customs  Service's  Mar.  2  ruling  that 


Honda  Civics  made  in  1989  and  1990  at 
Honda  Canada's  plant  in  AUiston,  Ont., 
don't  have  the  507  North  American 
content  required  by  the  free-trade  pact. 
That  decision  meant  the  cars  are  sub- 
ject to  a  retroactive  2.57  duty. 
NO-GAINER.  Americans  are  justifiably 
angry  about  their  huge  trade  deficit 
with  Japan.  But  if  the  U.  S.  was  swing- 
ing at  Japan,  the  punch  landed  on  Can- 
ada. The  Honda  ruling  was  issued  de- 
s|)ite  a  dispute  over  how  to  define 
content:  Canada  argues 
the  Civics  easily  qualify 
for  duty-free  treatment. 

Washington's  message 
to  Honda  and  other  Japa- 
nese investors  is  that  it  is 
safer  to  invest  in  the  U.  S. 
than  in  Canada.  And  that 
violates  Canada's  implicit 
understanding  that  it  is 
entitled  to  a  share  of  for- 
eign investment  in  North 
America  Inc. 

Little  wonder,  then,  that 
Canada  is  challenging  both 
of  these  rulings.  Canadi- 
ans believe  they  will  pre- 
vail. But  the  process  could 
take  months,  and  the  polit- 
ical damage  is  already  done.  Most  Ca- 
nadians avidly  follow  trade  issues,  and 
most  now  believe  it's  time  to  renegoti- 
ate or  repudiate  the  free-trade  pact. 

By  going  after  Canada  on  cases  such 
as  Honda  and  lumber,  the  U.  S.  stands 
to  lose  far  more  than  it  can  gain.  If  it 
wants  to  regain  some  of  its  enormous 
losses  to  Japan,  Washington  needs 
Canada  and  Mexico  as  strong  partners. 
If  it's  smart,  the  U.  S.  will  start  treat- 
ing them  accordingly. 
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IN  MUSIC  BROUGHf  $880  MILLION  IN  CASH,  AND  $540  MILLION  WENT  TO  BRANSON 


CHARD  BRANSON 
EARS  THE  RUNWAYS 


ing  his  music  group  will  help  his  Virgin  Air  battle  British  Airways 


r|oo  many  entrepreneurs  have 
i;one  down  because  they  were  not 
prepared  to  cash  in  their  chips  at 
'ight  time,"  says  Richard  Branson, 
^lar.  6,  the  irrepressible  41-year-old 
)n  took  his  own  advice — and  hit  the 
)ot  by  selling  his  Virgin  Music 
ip  to  Thorn  EMI  PLC.  The  price:  a 
gering  $880  million  in  cash,  $540  mil- 
3f  it  for  Branson.  Hardly  the  type  to 
e  to  his  tropical  island  (he  owns 
Branson  is  bubbling  with  ideas  for 
ding  the  windfall.  His  top  priority: 
in  Atlantic  Airways  Ltd. 
anson  now  calls  the  scrappy  little 
er  his  "first  love"  and  vows  to  "put 
le  time,  commitment,  and  whatever 
3y  it  takes  to  make  it  work."  With 
;  than  $500  million  in  his  pocket, 
s  some  promise.  Founded  by  Bran- 
in  1984  with  one  747  flying  from 
Ion  to  Newark,  Virgin  has  grown 
a  $500  million  carrier.  The  course 
lardly  been  smooth:  Buffeted  by  the 
5sion,  the  airline  lost  $5.2  million  be- 
taxes  in  fiscal  1991,  ended  July  31. 
ING  IN.  Nonetheless,  Branson  has 
ped  out  a  plan  to  double  his  fleet  to 
lanes  by  1995,  and  to  add  a  half- 
n  new  routes,  including  London  to 
nnesburg,  Chicago,  and  San  Fran- 
I.  To  fund  the  expansion,  Branson, 
owns  907"  of  Virgin  Atlantic,  had 
seeking  an  investor  to  put  up  $95 
on  for  a  20%  stake.  Now,  he  may 
the  Thorn  money  instead.  His  wind- 


fall could  also  go  toward  a  few  used 
747s  now  available  at  bargain  prices. 

With  the  Thorn  money,  Branson  could 
turn  Virgin  into  more  than  a  mere  an- 
noyance for  British  Airways  PLC,  its  $8.6 
billion  archrival.  "BA  can  no  longer  hope 
that  Virgin  will  simply  disappear,"  says 
Sir  Michael  Bishop,  chairman  of  British 
Midland  Airways  Ltd.  Branson  intends 
to  limit  Virgin  to  just  12  routes,  but 
those  account  for  the  lion's  share  of  BA's 
profits.  He  figures  the  London-Johan- 
nesburg run  alone  generally  brings  BA 
operating  profits  of  $55  million  and  says 
he  plans  to  move  in  on  that  route  this 
year,  ba  is  expected  to  post  pretax  prof- 


British 

AIRWAYS 


Virgin  Atlantic  Airways 


22.8 

MILLION 

PASSENGERS 

1.1 

MILLION- 

40% 

MARKET  CAPACITY,  i^-, 
U.S.  TO  UNITED  KINGDOM  '0 

230 

PLANES 

FLEET  SIZE 

8 
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153 

DESTINATIONS 

6 
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its  of  about  $500  million  in  fiscal  1992. 

In  designing  Virgin,  Branson  drew 
lessons  from  past  flops.  He  figures  that 
People  Ex|)ress  Airlines  Inc.  and  Sir 
Freddie  Laker's  Skytrain,  for  example, 
erred  by  courting  the  unprofitable  back- 
packer set.  When  major  carriers  cut 
prices,  the  upstarts  were  left  with  a  sim- 
ilarly priced  product  and  poorer  service. 
Virgin's  motto,  if  it  had  one,  might  be: 
"superior  service  at  competitive  prices." 
Economy  fares  are  similar  to  rivals'.  But 
Virgin  offers  seat-back  TV  sets,  toiletry 
kits,  and  free  headsets. 

The  key  to  Virgin's  success,  though, 
has  been  its  Upper  Class  service.  The 
price  is  comparable  to  BA's  business 
class,  but  Upper  Class  offers  near-first- 
class  comforts.  Seats  are  the  full-sleeper 
type  used  in  first  class.  Drinks  are  free. 
So  is  limo  service.  And  on  some  flights, 
free  neck  massages  are  offered. 

Upper  Class  has  won  Virgin  many 
plaudits.  Executive  Travel,  a  British 
magazine,  hands  out  a  prestigious  set  of 
awards  every  year  based  on  a  passenger 
survey.  Winners  have  included  Singa- 
pore Airlines  and  BA.  But  Virgin  has 
won  "Best  Airline"  two  years  running, 
and  this  year  swept  most  of  the  top  cate- 
gories. BA  won  only  such  uninspiring 
awards  as  "Best  In-Flight  Magazine." 
NASTY  RUMORS.  The  rivalry  between  the 
two  airlines  has  built  to  a  fever  pitch. 
Last  year,  the  British  government  riled 
BA  when  it  took  four  of  its  landing  slots 
at  Tokyo's  Narita  Airport  and  gave 
them  to  Virgin.  Since  then,  Branson  has 
charged  BA  with  waging  a  dirty-tricks 
campaign  to  discredit  his  carrier.  He  al- 
leges that  a  BA  public  relations  adviser 
promulgated  rumors  that  Virgin  had 
weak  finances  and  that  BA  tried  to  pirate 
Virgin  passengers  at  the  airport.  BA's 
aim,  says  Branson:  "To  get  rid  of  a  com- 
petitor." BA  declines  to  comment.  But 
Branson  vows  legal  action,  perhaps  an 
antitrust  suit,  unless  BA  apologizes. 

Virgin's  expansion  is  hardly  risk-free. 
Other  carriers  have  started  as  niche 
players,  become  dazzled  by  expansion, 
and  crashed.  Says  Branson:  "We're  not 
planning  to  get  delusions  of  grandeur." 
That's  wise,  considering  that  Virgin 
faces  a  dearth  of  available  slots  at  busy 
Heathrow  Airport.  And  U.  S  competition 
has  gotten  tougher.  Virgin  prospered  in 
the  late  1980s  against  ailing  U.  S.  carri- 
ers. But  now,  American  Airlines,  United 
Air  Lines,  and  Delta  Air  Lines  have  ex- 
panded, adding  routes  between  London 
and  the  U.  S. 

Nonetheless,  Branson  shows  no  wor- 
ry. He's  hatching  plans  for  a  third  class 
of  service  to  be  launched  this  spring. 
"It'll  be  business-class  service  at  econo- 
my prices,"  he  says.  If  it  flies,  a  whole 
new  crowd  may  become  fans  of  Bran- 
son's enterprising  little  airline. 

Bi/  Mark  Maremont  in  London 
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MEDIA  I 


SHAKE,  RATTLE, 
AND  ROLL  HEADS 


Paramount  President  Stanley  Jaffe  swings  a  mean  ax,  but  he  gets  results 


For  an  executive  who  jets  in  just 
three  times  a  month,  Stanley  R. 
Jaffe  gets  the  royal  treatment  at 
Paramount  Pictures  Corp.  Workers  at 
the  studio's  (il-acre  lot  are  putting  the 
finishing  touches  on  his  renovated  suite 
of  offices.  Outside  the  building  sits  the 
ultimate  symbol  of  Hollywood  jjower:  a 
white  Yamaha  golf  cart  with  Jaffe's 
name  stenciled  on  the  side.  Only  two 
other  biggies  get  their  own  carts:  super- 
star Eddie  Murphy  and  studio  chief 
Brandon  Tartikoff. 

Jaffe's  cart  may  get  scant  mileage, 
but  the  former  movie  producer  has 
swirled  like  a  whirlwind  through  the  stu- 
dio and  its  parent.  Paramount  Communi- 
cations Inc.  Chairman  Martin  S.  Davis 
named  Jaffe  jjresident  of  parent  Para- 
mount a  year  ago.  Working  out  of  its 
New  York  headquarters,  he  already  has 
engineered  a  dramatic  shakeup  at  the 
$3.9  billion  entertainment  and  publishing 
giant  (table).  "The  place  needed  fixing, 
and  that's  just  what  he  did,"  says  money 
manager  Mario  J.  Gabelli,  whose  fund  is 
Paramount's  largest  shareholder. 


No  question.  Paramount  is  again  liv- 
ing up  to  its  lofty  moniker.  After  a  year 
of  such  big-budget  flops  as  Godfather 
Part  III,  Paramount  is  cleaning  up  with 
The  Addams  Family  and  Wayne's 
World.  Its  long-suffering  sports  teams, 
basketball's  New  York  Knicks  and  hock- 
ey's New  York  Rangers,  are  hot,  and 
they're  packing  the  house  at  Para- 
mount's own  Madison  Square  Garden. 
HOUSECLEANING.  Wall  Street  is  cheering, 
too:  After  slipping  for  most  of  the  past 
12  months.  Paramount  stock  is  trading 
around  47,  its  52-week  high.  Even  better, 
on  Mar.  10,  the  company  reported  $18.4 
million  in  first-quarter  earnings — revers- 
ing last  year's  $7.3  million  loss.  That  was 
good  enough  to  boost  its  first-quarter 
cash  dividend  by  14'/.  Now,  Lisbeth  R. 
Barron,  a  media  analyst  at  S.  G.  War- 
burg &  Co.,  predicts  1992  profits  will 
jump  almost  75'% . 

True  to  Hollywood,  some 
of  Paramount's  current  suc- 
cess is  plain  good  luck.  But 
Gabelli  and  other  major  in- 
vestors also  applaud  Jaffe 


profits  will  lioi 


for  cleaning  up  a  studio  that  was  spin' 
ning  out  of  control.  Since  the  hard-edged 
New  York  native  arrived,  most  of  thi 
studio's  top  managers  have  left.  So  ha, 
the  head  of  Madison  Square  Garden. 

Davis  didn't  just  hire  a  hatchet  man 
though.  Jaffe,  51,  produced  Fatal  At 
traetion,  and  his  father  ran  Columbi;: 
Pictures.  Wi'^'-  his  feel  for  HollywooC: 
Jaffe  smootned  out  a  contract  disputj 
with  Eddie  Murphy,  agreeing  to  pay  hiri 
$12  million  each  for  four  films.  ThiS 
summer.  Murphy  stars  in  Boomeranc, 
his  first  Paramount  film  in  two  years. 

Now,  Jaffe  is  turning  over  most  of  th 
studio's  management  to  Tartikoff,  th 
former  NBC  programming  whiz  wh 
spent  much  of  his  first  year  focusing  o 
TV  production.  Under  orders  to  rein 
film  costs,  Tartikoff  so  far  has  a  mixe 
record:  He  hit  the  jackpot  with  the 
million  Wayne's  World  but  flopped  wit 
last  year's  low-budget  All  I  Want  fo 
Christmas.  But  Jaffe  also  backed  Tart 
koff  when  he  paid  Harrison  Ford  $9  mi 
lion  to  star  in  the  upcoming  Tom  Clanc 
thriller  Patriot  Games. 
TIDY  GARDEN.  Moreover,  the  compan 
spent  $200  million  to  refurbish  Madiso 
Square  Garden.  And  Jaffe  paid  $6  mi 
lion  to  lure  former  Los  Angeles  Laker 
coach  Pat  Riley  out  of  retirement  to  lea 
the  Knicks,  plus  $33  million  to  e: 
tend  star  Patrick  Ewing's  contrac 
for  six  years. 

Not  everything  bodes  well  fc 
Paramount:  The  studio,  for  exan 


PARAMOUNT'S  PANORAMA 


seize™ 

MOMFJVT 


PARAMOUNT  PICTURES 


1991  revenues  $1.2  billion.  Box- 
office  share  fell  from  15%  in 
1 990  to  1 2  %  in  1 99 1 .  But  studio 
is  enjoying  new  hits,  including 
The  Addams  Family  and 
Wayne's  Wodd.  Coming  up:  Pa- 
triot Games,  with  Harrison  Ford 


PARAMOUNT  TELEVISION    ■  MADISON  SQUARE  GARDEN 


1991  revenues  $593  million.  For- 
mer NBC  Entertainment  chief 
Brandon  Tartikoff's  unit  hurt  by 
falling  syndication  revenues  and 
low  ad  rates  for  The  Arsenic  Hall 
Show.  But  Star  Trek:  The  Next 
Generation  is  hot 


1991  revenues  $230  million.  The 
Knicks  and  the  Rangers  ore  both 
leading  their  divisions,  but  Para- 
mount lost  money  last  year  be- 
cause of  a  massive  renovation  of 
the  Garden  and  skyrocketing 
Knicks  payroll 


AMERICA  S  CHALLENGE  IN 
A  ONE-SUPERPOWER  WORLD 

RICHARD 
NIXON 


SIMON  &  SCHUSTER 


1991  revenues  $1.5  billion.  After 
o  1 989  overhaul  resulting  in 
$140  million  in  write-downs,  the 
company  has  reshuffled  manage- 
ment. Now  it's  pushing  severol  ti- 
tles, such  as  Den  of  Thieves  and 
Nixon's  Seize  the  Moment 
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IVow,  upgrading  a 
computer  is  as  simple 
as  plugging  it  in. 


ihe  Acer  logo,  AccfPower  ond  ChipUp  ore  regnlered  trodemofks  oi  Acer  Inc  ond  Acer  Amenco  Co(p 
Is  pending  lor  ChipUp  technology 


You  don't  have  to  replace  circuit  boards.  You 
dcm't  have  to  spend  an  arm  and  leg  for  upgrade 
modules.  All  you  need  is  two  fingers.  One  microchip. 

And  an  AcerPower'" 
386SX  or  486SX. 
Because  Acer 
has  invented  something 
no  other  computer  in  the  world  can  give  you.  A 
breakthrough  technology  that  makes  upgrading  a 
computer  dramatically  easier 
than  ever  For  a  lower  cost  than 
ever,  And  its  available  off-the  shelf 
from  dealers  everywhere. 
IFe  call  it  ChipUp."' 
lake  the  AcerPower  386SX.  It  comes  out  of 
the  box  as  a  386SX  machine.  When  you're  ready  to 
upgrade,  just  drop  in  a  486  chip.  That's  it.  The 
computer  does  the  rest -upgrading  itself  auto- 
matically. Giving  you  up  to  five  times  the  power. 
It's  like  buying  an  entirely  new,  state  of  the  art 
computer  for  the  price  of  a  single  chip. 

So  why  worry  that  the  computer  you  bought 
today  will  be  obsolete  tomorrow,  when  it's  such 
a  snap  to 

prevent  it?  ^ 

Punchinl  800  SEE  ACERintheU.S.and 
Canada  and  find  out  how  a  computer  can  save  you 
money  Now.  And  in  the  future. 


pie,  has  been  slow  lining  up  major  new 
film  projects  and  has  only  one  Christmas 
offering  in  the  works.  And  while  its 
losses  narrowed,  Simon  &  Schuster,  the 
company's  book  publisher,  still  posted  a 
$29.7  million  first-quarter  loss.  Despite 
much  ballyhoo,  the  publisher  lost  a  bun- 
dle on  former  President  Ronald  Rea- 
gan's memoirs.  In  the  future,  its  educa- 
tional arm  figures  to  be  hurt  by  falling 


outlays  for  textbooks  in  some  states. 

With  nearly  $1.6  billion  in  cash,  Para- 
mount is  uniquely  positioned  to  diversi- 
fy. The  company  lately  has  toyed  with 
deals  for  such  record  companies  as  Vir- 
gin and  Geffen  Records.  But  it  has  only 
bought  some  lower-priced  TV  stations 
and  expanded  its  computer  book  publish- 
ing business.  Yet  Davis  himself  hints 
that  some  deals  could  happen  soon;  "We 


have  our  own  timetable,"  he  says.  "We 
will  be  adding  more  assets." 

As  for  Jaffe,  there  are  rumblings  that 
Davis,  who  recently  turned  64,  may  have 
found  a  successor.  Both  men  still  havi 
five  years  on  their  contracts — but  with 
the  company  on  the  mend,  Davis  may  bi 
thinking  of  leaving  sooner.  Not! 

By  Ronald  Grover  in  Los  Angeles,  wih 
Mark  handler  in  New  York 


EXECUTIVE  SUITE  I 


BRAWL  IN  THE  FAMILY 
AT  JOHNSON  PRODUCTS 


In  the  niidst  of  a  turnaround,  a  feud  roils  the  hair-care  company 


T 


alk  about  sibling  rivalry.  Since  join- 
ing the  family  business  in  early 
1991,  Joan  M.  Johnson  has  clashed 
with  her  brother  Eric  G.  Johnson  over 
her  role  at  Johnson  Products  Co.  Vainly 
demanding  a  much  bigger  say  in  compa- 
ny decisions,  the  newly  minted  MBA 
chafed  at  her  job  as  head  of  market 
research  while  her  40-year-old  brother 
called  the  shots  as  president  and  chief 
executive  of  the  Chicago  hair-products 
manufacturer. 

Now,  she's  getting  her  way:  In  a  sur- 
prise Mar.  9  announcement,  Eric  re- 
signed. And  his  27-year-old  sister  is 
poised  to  take  on  much  more  responsibil- 
ity at  the  $38  million  outfit,  one  of  the 
largest  black-owned  companies  in  the 
U.  S.  She'll  be  one  of  four  executives  in 
a  newly  created  office  of  the  ]jresident. 
Joan  and  Eric's  mother,  Joan  B.  John- 
son, who  owns  617'  of  the  company,  will 
continue  as  chairman. 

The  reason  for  the  abrupt  manage- 
ment change?  "Joanie  knows 
how  to  get  to  her  mother," 
says  her  father  and  company 
founder  George  E.  Johnson, 
who  resigned  as  chairman  and 
gave  up  his  stake  in  Johnson 
Products  as  part  of  a  divorce 
settlement  with  Joan  in  1989. 
Although  a  written  statement 
from  the  company  says  Eric 
left  "to  pursue  personal  busi- 
ness interests,"  Johnson  in- 
sists that  his  son  was  ousted: 
"Whatever  you're  looking  at 
is  the  will  of  the  chairman." 
Joan  Johnson,  her  daughter 
Joan,  her  son  Eric,  and  com- 
pany executives  did  not  re- 
turn repeated  calls  seeking 
comment. 

Whatever  the  reason  be- 
hind it,  Eric  Johnson's  depar- 
ture clouds  the  company's 


outlook.  During  his  two  and  a  half  years 
as  CEO,  Johnson  executed  a  sharp  turn- 
around at  the  struggling  manufacturer, 
which  had  posted  four  annual  losses 
since  1983.  He  slashed  production  costs, 
pumped  up  Johnson  Products'  presence 
in  beauty  salons  as  well  as  in  the  Carib- 
bean, and  acquired  several  well-respect- 
ed product  lines.  The  leaner  organization 
allowed  Johnson  to  undercut  rivals' 
prices  with  such  brands  as  Ultra  Sheen 
and  Gentle  Treatment  without  squeezing 
profit  margins.  "I've  seen  him  definitely 
increase  his  shelf  [display]  and  market 
share,  but  he  has  been  very  profitable  in 
so  doing,"  says  Comer  Cottrell,  chair- 
man of  competitor  Pro-Line  Corp. 
SOARING  SALES.  A  look  at  the  books  sup- 
ports Cottrell's  view.  Earnings  in  fiscal 
1991,  ended  Aug.  31,  grew  23%,  to  $3.2 
million,  on  a  sales  increase  of  14%,  to 
$38.4  million,  says  Timothy  Ebright,  a 
portfolio  manager  for  Eagle  Asset  Man- 
agement, which  holds  a  3.257"  stake  in 


H 
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Johnson  Products.  In  the  first  quarter  o: 
fiscal  1992,  sales  rose  19%-  from  a  yeai 
earlier,  to  $8.6  million,  and  net  earnings 
were  up  27.5%,  to  $714,000.  Last  Decern 
ber,  the  company  declared  an  annual  div 
idend  of  28(t  a  share,  the  first  since  1980 
And  the  stock  has  taken  off:  Since  fall 
ing  as  low  as  4%  in  late  1990,  it  ha; 
more  than  quadrupled  in  value.  On  Mar 
9,  the  stock  closed  at  1972. 

Yet  the  company  still  has  a  long  waj 
to  go  before  regaining  its  dominance  a 
the  $1.5  billion  black  health-and-beauty 
care  market.  Sales  at  No.  1  Soft  Sheer 
Products  Co.,  a  crosstown  rival,  an 
more  than  double  those  of  Johnson  Prod  |[' 
ucts.  The  long  slide  at  Johnson  Product] 
began  in  1975,  when  the  Federal  Trad 
Commission  forced  manufacturers 
put  strongly  worded  warning  labels  oi 
products  containing  lye.  Only  after  com 
petitors  had  made  serious  inroads  witl 
no-lye  products  did  Johnson  formulat 
its  own  versions.  The  company  continue 
to  respond  only  slowly  to  market  trend 
until  Eric  took  charge. 

The  question  now  is  whether  Johnso: 
Products  can  continue  its  comebac 
without  Eric.  Not  suprisingly,  Georg 
Johnson,  who's  still  a  consultant  to  hi 
old  company,  characterizes  the  four-pei 
son  office  of  the  president  as  "a  joke. 
But  people  with  less  of  an  emotion: 
investment  in  the  company  share  hir 
doubts.  Says  Ebright:  "I  w 
keep  a  very  wary  eye  on  th 
company  over  the  next 
months."     Adds  Cottrel 
"Frankly,  I  think  the  timi: 
may  have  been  bad." 

Worse  than  the  timing,  pe 
haps,  are  the  hard  feeling 
Cottrell  says  the  Johnsor 
had  seemed  "very  happy 
when  they  shared  his  box  i 
Texas  Stadium  in  the  fall  ( 
1990.  They  had  come  to  wat( 
Joanie's  husband,  Denn 
McKinnon,  play  for  the  Dall:!' 
Cowboys.  McKinnon  ar 
Johnson  are  now  in  the  mid 
of  a  divorce.  Even  if  the  coi 
pany  prospers  after  this  late>, 
management  shakeup,  tlj 
Johnson  family  may  ha' 
fractured  for  good. 

By  Lois  Tkerrien  in  Chica 
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One  of  these  proposals  will  be  left  in  the  dust. 


You've  spent  months  on  a  proposal, 
complete  with  text,  photos  and  computer 
generated  material.  With  a  Canon  Color 
Laser  Copier,  you  can  be  sure  your  work 
will  go  the  distance. 
That's  because  with  a  Canon  Color  Laser  Copier  you 
can  produce  the  world's  best  digital  color  copies  and  trans 


Plus,  with  optional  equipment,  the  text  and  color 
images  you  generate  on  your  personal  computer  can  be 
printed  with  unsurpassed  quality. 

Canon  Color  Laser 
Copiers.  If  you  think  you 
can't  afford  one,  maybe 
you  can't  afford  to  be 


■p;;''„«s:fccan  e>.en  »  ^"'"f-™?"  CailOII  ""innfbrmacon,  call  1-80(1-OK-CANON. 
,0  present  them  m  the  exact  stze  you  v«„t.      i;uijjf,  LASER  COPIERS 


SPACE  I 


DAN  GOLDIN'S 
FINAL  FRONTIER? 


NASA's  new  boss  has  to  hone 
his  political  skills — pronto 


^on't  envy  Daniel  S.  Goldin.  Sure, 
I  President  Bush  plucked  the  51- 
year-old  TRW  Inc.  executive  out 
of  obscurity  on  Mar.  11  and  nominated 
him  as  chief  of  NAS.A. — the  highest-pro- 
file job  in  the  aerospace  business.  But 
after  Goldin's  expected  Senate  confirma- 
tion, he  will  take  on  what  is  also  one  of 
the  toughest  jobs  in  Washington. 

Goldin  is  stepping  into  the  middle  of  a 
war  for  control  of  the  space  program, 
pitting  NASA  against  the  President's  Na- 
tional Space  Council,  a  Cabinet-level 
group  chaired  by  Vice-President  Dan 
Quuyle.  The  battle  last  month  cost  Gol- 


TELECOMMUNICATIONS I 


MCl'S  WINNING 
PITCH 


Its  Friends  &  Family  plan  has 
drawn  millions  of  new  customers 


Linda  Watkins-Ovbokhan  knows  peo- 
ple all  over  the  U.  S.  So  when  MCl 
Communications  Corp.  unveiled  its 
"Friends  &  Family"  program  a  year 
ago,  she  became  an  unofficial  saleswom- 
an for  the  No.  2  long-distance  company. 
The  lure?  MCl's  20'/'  discount  on  any  call 
to  another  participant  in  a  circle  of  up  to 
12  customers.  The  36-year-old  Chelsea 
(Mass.)  resident  converted  four  people 
from  American  Telephone  &  Telegraph 
Co.  for  her  circle — including  her  reluc- 
tant mother.  "I  had  to  talk  to  her  about 
it  for  a  month,"  says  Watkins-Ovbokhan. 
"Believe  me,  it  took  convincing." 

MCI  has  long  intimated  that  there  are 
thousands  of  such  unpaid  supersellers 
around  the  country.  Now,  it's  offering 
proof.  Of  the  estimated  7.5  million  cus- 
tomers who  will  have  signed  up  with 
Friends  &  Family  by  the  end  of  March,  a 
stunning  5  million  are  new  to  MCI,  claims 
Senior  Vice-President  Timothy  F.  Price. 

After  accounting  for  losses  elsewhere, 
MCI  says  it  lias  gained  a  net  2.5  million 
subscribers  and  boosted  its  share  of  the 
$27.5  billion  residential  market  by  nearly 
two  percentage  points,  to  167'.  That's 
half  a  billion  bucks  in  fresh  revenue. 
Price  says  that  Friends  &  Family  cus- 


din's  predecessor,  former 
astronaut  Richard  H.  Tru- 
ly, his  job.  Now,  Goldin 
also  must  defend  Truly's 
$14.9  billion  budget  to  con- 
gressional critics  whp  plan 
to  slash  NASA's  funding. 
"There  is  simply  not 
enough  money  for  N.ASA  to 
carry  out  all  of  its  ambi- 
tious programs,"  says  Sen- 
ator Albert  Gore  (D-Tenn.), 
chairman  of  the  Senate 
space  subcommittee. 

Simultaneously,  Goldin  will  have  to 
deal  with  congressional  demands  that 
NASA  take  a  hard  look  at  used  Soviet 
space  equipment — now  available  at  a  dis- 
count. "I'm  studying  it  right  now,"  Gol- 
din says  of  the  Soviet  fire  sale. 
OLD  HAND.  There's  no  doubt  Goldin  has 
the  technical  background  for  his  new 
job.  A  30-year  aerospace  veteran,  Goldin 
launched  his  career  at  NASA's  Lewis  Re- 
search Center  in  Cleveland.  Then  he 


moved  to  TRW,  where  he  spent  the  past 


GOLDIN:  UP  AGAINST 
CONGRESS  AND  QUAYLE 


25  years,  rising  to  the  post 
of  general  manager  of  the 
TRW  Space  &  Technology 
Group  in  Redondo  Beach 
Calif.  The  unit  has  pro- 
duced dozens  of  big  civil 
and  military  space  sys 
terns,  including  NASA's  Ad- 
vanced X-Ray  Astrophys- 
ics Facility  (AXAF),  a 
billion  orbiting  lab  to  be 
launched  in  1999. 

It's  Goldin's  political 
acumen  that  will  be  tested, 
though.  Under  Quayle's  activist  leader- 
ship, the  National  Space  Council  is  in- 
jecting itself  ever  more  deeply  into  inter 
nal  NASA  affairs.  Currently,  for  instance 
the  NSC  wants  to  set  up  a  new  cadre  o: 
procurement  officials  that  in  some  in 
stances  would  report  directly  to  th( 
Vice-President,  bypassing  the  NASA  ad 
ministrator.  Good  thing  Goldin  is  an  avi( 
bicyclist:  He'll  have  to  do  plenty  of  fas' 
pedaling  on  the  road  he's  now  traveling 
Bi/  Seth  Payne  in  Washingtoi 


I 


UNPAID  SALESWOMAN:  WATKINS-OVBOKHAN  GOT  FOUR  OTHERS  TO  SWITCH  TO  MCI  FROM  AT£ 


tomers  call  25%  more  than  they  used  to, 
at  least  initially,  and  are  207"  less  likely 
to  drop  MCI.  He  won't  comment  on 
Friends  &  Family's  profitability,  which 
has  been  weighed  down  by  $100  million 
in  advertising  and  by  the  207  rate  cuts. 
But  Joel  Gross,  an  analyst  at  Donaldson, 
Lufkin  &  Jenrette  Securities  Corp.,  pre- 
dicts it  will  boost  profits  in  1992's  second 
half,  thanks  to  increased  volume. 
NO  MATCH.  MCi's  rivals  are  fumbling  for 
a  response.  No.  3  Sprint  Corp.  is  aiming 
a  major  campaign  at  the  residential  mar- 
ket this  spring.  As  for  AT&T,  it  began  TV 
ads  last  month  that  snipe:  "AT&T  offers 
you  savings,  and  you  don't  have  to  work 
for  them."  What  AT&T  can't  do,  though, 
is  match  MCl's  offering.  That's  because 
it  relies  on  local  phone  companies  to  cal- 


culate its  residential  bills,  so  it  doesn 
have  centralized  records  of  when  or 
AT&T  customer  has  called  another. 

AT&T  might  shy  away  from  a  Frienc 
&  Family  lookalike  anyway.  Why?  B 
cause  it  holds  627  of  the  residential  ma 
ket,  and  those  customers  are  calling  ot 
er  AT&T  customers  about  627  of  tl 
time.  Discounting  those  calls  wou 
mean  a  huge  revenue  hit.  MCI,  with  i 
smaller  residential  share,  can  discoui 
calls  to  other  MCI  customers  without  su 
fering  such  a  big  penalty.  "This  is  wh; 
we  call  corporate  jujitsu,"  says  MCI 
Price.  "You  look  for  your  opponent 
weakness  and  home  in  on  it."  Friends 
Family  may  be  earning  .MCI  a  black  b( 
in  marketing. 

By  Mark  Lewyn  in  Washingtt 


ISC 
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LEASNG  AN  ACURA  IS 
NOWTWICEASTEVIPTING. 


The  Acura  Legend.  Truly  remarkable  perfor)uauce  from  a  luxurious  automobile. 


The  Acura  Vigor.  An  eleganth/  appointed  sports  sedan  with  the  spirit  of  a  thoroughbred. 


If  you've  been  flirting  with  the  idea  of  leasing  a  performance  luxury  sedan,  be  prepared  to  give  in 
to  your  desires  in  a  matter  of  sentences.  For  a  limited  time,  American  Honda  Finance  Corporation 
is  offering  some  of  the  lowest  lease  rates  on  both  the  Acura  Legend  and  the  Acura  Vigor. 

Which  might  put  you  in  something  of  a  quandary:  deciding  which  Acura  to  lease. 

The  Legend  is,  after  all,  a  true  performance  car,  generously  endowed  with  luxury  appointments  and 
safety  features.  While  the  spirited  personality  of  the  Vigor  is  only  equaled  by  the  refinement  of  its  interior. 

Of  course,  with  rates  this  low,  you  might  be  tempted  to  get  both  cars.  But  then,  that  would  only  put 
you  in  a  completely  different  predicament. 

Every  morning,  you'd  have  to  decide  which  one  to  drive.  For  more  \  |  j  ^^j/X^ 

information,  or  the  location  of  a  nearby  dealer,  call  1-800-TO-ACURA.    vO/  pru  isk  )n  crafted  plrformance 


?ase available  on  approved  credit.  ©  1992  Acura  Division  of  American  Honda  Motor  Co.,  Inc.  Acura,  Legend  and  Vigor  are  registered  trademarks  of  Honda  Motor  Co.,  Ltd. 
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UNCLE  SAM'S 
BIGGEST  HANPOUTS 

Former  President  Nixon  has 
blasted  the  Bush  Administra- 
tion for  its  paltry  financial 
assistance  to  the  former  Soviet 
republics.  Stripping  away 
some  $3.75  billion  in  food 
credits,  which  have  to  be  paid 
bock,  the  U.S.  plans  to  spend 
roughly  $  1.5  billion  in  1 992  on 
Soviet  aid.  Here's  what  it  sent 
smaller  countries  last  year 


TOTAL  ECONOMIC  AND  MIUIARY  AID  IN  1991 


ISRAEL  53  000  MILLION 

EGYPT  ^2,660  MILLION 

PHILIPPINES  ^565  MILLION 

TURKEY  5553  MILLION 

PAKISTAN  5246  MILLION 


DATA:  HOUSE  FOREIGN  AFFAIRS  (OMMinEE 


A  TUITION  BREAK  FROM 
SAVINGS  BONDS? 


►  Saving'  uj)  I'or  your  kid's  col- 
lege education?  You  may  be 
in  line  for  an  expanded  tax 
break.  One  provision  in  the 
Senate's  proposed  tax  bill 
would  make  earnings  on  Se- 
ries EE  U.  S.  Savings  Bonds 
free  of  federal  taxes,  so  long 
as  the  interest  is  used  to  pay 
educational  expenses.  Now, 
Series  EE  interest  is  excluded 
only  for  families  earning  less 
than  $<K),000,  and  only  when 
applied  to  the  immediate  fam- 
ily's schooling.  That  means 
grandparents,  for  instance, 
can't  use  tfie  money  to  edu- 
cate a  grandchild.  The  break 
is  no  sure  bet:  President  Bush 
may  veto  the  bill. 


IBM  GETS  DEEPER  INTO 
THE  CLONE  BUSINESS 


►  It's  no  .secret  that  IBM  has 
big  troubles  in  the  PC  market. 
Its  .sales  last  year  fell  11. S'/', 
contributing  to  the  company's 
$564  million  loss.  And  compet- 
ing PC  makers  have  shaved 
profit  margins  paper-thin.  To 
come  back,  IBM  has  several 


new  marketing  api)roaches  in 
the  works.  In  Europe,  it's  set- 
ting up  a  subsidiary  to  resell 
Asian-made  PC  clones,  which 
yield  fatter  margins  than 
those  IBM  makes  itself.  IBM  ac- 
tually has  been  reselling  PC 
clones  in  Asia  since  1991, 
through  a  Singapore-based 
joint  venture.  Back  home, 
meanwhile,  the  company  is 
set  on  Mar.  18  to  unveil  a  new 
800-number  "technical  sup- 
port" line  that  IBM  PC  custom- 
ers can  call  for  free  advice 
about  either  hardware  or  soft- 
ware. Most  such  services  car- 
ry a  charge. 


HAMLET,  PRINCE  OF 
BULLET  TRAINS 


►  Faced  with  declining  Penta- 
gon budgets,  defense  giant 
McDonnell  Douglas  wants  to 
diversify  from  fighter  aircraft 
and  missiles  into  bullets — bul- 
let trains,  that  is.  Top  defense 
gun  McDonnell  is  considering 
developing  what  it  calls  a 
Highspeed  Aero-assisted 
Magnetic  Levitation  Elevated 
Transport— HAMLET,  for 
short.  The  trains  could  ferry 
passengers  between  cities  or 
airports  at  up  to  300  miles  an 
hour.  The  high-tech  trains  are 
just  one  of  several  new  com- 
mercial projects  McDonnell  is 
considering,  including  devel- 
oping a  sophisticated  paint  re- 
moval system  and  finding 
new  uses  for  the  composite 
materials  used  in  aircraft 
skins.  McDonnell's  combat 


LET'S  LEVITATE  THAT  BOTTOM  LINE 


What  would  Lenin  say?  And 
what  about  Lennon?  Maharishi 
Mahesh  Yogi,  advocate  of  Tran- 
scendental Meditation  and  guru 
to  the  Beatles,  on  Mar..  6  opened 
a  business  school  in  the  heart  of 
Moscow.  Called  Maharishi  Vedic 
University,  the  school's  aim  is  to 
teach  budding  industrialists  His 
Holiness'  theory  of  Vedic  sci- 
ence, which  emphasizes  mind- 
clearing  meditation  and  reliance 
on  spontaneity.  Typical  courses  at  Moscow's  Vedic  UniversitJ 
and  its  sister  schools  in  Iowa,  The  Netherlands,  and  India?  Th| 
Science  of  Creative  Intelligence  and  Yogic  Flying — a  class  ir 
levitation.  The  Maharishi,  who  still  wears  his  white  robe  anq 
his  beard,  says  his  graduates  will  make  better  managers  be 
cause  their  minds  will  be  "wide-angle  lenses  which  incorporatJ 
a  wider  horizon  and  bigger  reality."  That  apparently  sound! 
great  to  800  Muscovites,  who  have  paid  the  tuition  of  90| 
rubles — the  equivalent  of  one  month's  salary.  Ommmmm. 


aircraft  unit  has  cut  8,000 
workers  in  the  past  18 
months.  Another  3,000  em- 
ployees will  run  out  of  work 
later  this  year  as  McDonnell's 
F-I.5  fighter  contract  nears 
completion. 


A  NEW  DEALER 
AT  BALLY'S 


►  Bally  Manufacturing,  now 
in  Chapter  11,  has  a  new 
shareholder.  On  Mar.  10,  F'irst 
Jersey  Securities  founder 
Robert  E.  Brennan  told  the 
SEC  he  had  acquired  6.87o  of 
Bally.  His  $17.8  million  buy 
makes  him  the  casino  compa- 
ny's top  shareholder.  Bren- 


nan,  who  says  he  since  hal 
bought  200,000  more  share^ 
plans  to  keep  buying  for  "ir 
vestment  purposes,"  and  sayj 
he  has  no  plans  to  play  af 
"adversarial  role."  In  1984 
First  Jersey  settled  frau| 
charges  with  the  SEC  withoi 
admitting  wrongdoing.  Brer] 
nan   settled   associated  civ 
charges.  Meanwhile,  Ball| 
Chairman  Arthur  GoldberF 
last  week  sold  850,000  Ball] 
shares,  reducing  his  stake 
2.5%.  Goldberg  says  there 
no  tie  between  his  sale  aii| 
Brennan's  buys.  "We  we 
come  all  investors,"  he  says| 


DID  CANTOR  BUY 
T-BILLSONTHESLY?  WM. 


►  The  Treasury  Dept.'s  no| 
competitive  bidding  syste, 
lets  individuals  buy  up  to 
million   in   Treasury  billj 
notes,  and  bonds  at  the  sa 
average  price  that  Wall  Stre| 
professionals  pay.   But  0 
firm  may  have  subverted  t 
program.  The  SEC  is  inve.s] 
gating  whether  broker  Can 
Fitzgerald  Securities  subr 
ted  noncompetitive  bids  in  t 
names  of  employees  and  ot 
ers  without  their  knowled^ 
to  bypass  the  $5  million  lim 
A  Cantor  spokesman  says  it 
cooperating  with  the  pro! 
and  calls  it  "unfounded." 
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AMERICA  g/5eS  Ta  • 


✓ —  hisbriefhistory  of  American 

I  /  presidential  primaries  is 

the  first  of  four  such  essays 
that  ITT  will  present  in  the 
course  of  this  election  year. 
""I      Whatever   our  political 
beliefs  or  our  pai-ty  affiliations,  we  all  have 
a  stake  in  the  outcome  of  our  electoral 
process.  And  one  way  to  encourage  broad 
participation  in  the  political  process,  we 


hope,  is  to  I  I  First  in  a 

help    Amer-    -J^Km  SerieS  Of 

icans  under-  .  'jET^  ^  lllBSSaQeS 
stand  how  the    ^   ^'VB  ^''0^1 

and  where  it    I  ^  

came  from.  Its  Rand  V.  Araskog,  Chairman, 
importance    President,  and  CEO,  ITT 

cannot  be  over  emphasized;  our  present  and 
future  depend  on  it. 


The  United  States  was  the  first 
democracy  in  the  world  in 
which  the  people,  not  party 
leaders  or  elected  officials,  chose 
their  candidates  for  high  office.  The 
American  system  of  presidential  pri- 
maries is  elaborate,  cumbersome, 
and  at  times  enormously  frustrat- 
ing. It  is  also  intensely  democratic, 
the  product  of  nearly  a  century  of 
struggle  by  reformers  whose  faith 
in  the  people  has  exceeded  their 
faith  in  political  elites. 

Throughout  the  nineteenth  cen- 
tury, presidential  candidates  were 
chosen  by  a  variety  of  methods,  none 
directly  responsive  to  popular  sen- 
timent. Until  the  1820s,  members  of 
Congress  gathered  in  party  caucus- 
es and  chose  presidential  nominees. 
Beginning  in  the  1830s,  candidate 
selection  shifted  to  national  party 
conventions;  delegates  were  gener- 
ally chosen  by  elected  officials 
party  leaders  in  each  state. 

By  the  early  20th  centu- 
ry, however,  there  was 
growing  dissatisfaction  with 
the  process.  Reformers, 
alarmed  at  the  growing  power 
of  party  organizations  and  the 
growing  political  effectiveness 
of  great  new  industrial  organiza- 
tions, began  to  demand  that  the  peo- 
ple have  a  more  direct  voice  in 
choosing  presidential  candidates. 

Governor  Robert  M.  La  FoUette 
of  Wisconsin,  one  of  the  great 
figures  in  the  history  of  American 
reform,  played  a  critical  role  in 
building  the  early  primary  system. 


The  19th  Am 
all  women  to 


In  1905,  he  persuaded 
the  Wisconsin  legisla- 
ture to  establish  a 
direct  popular  elec- 
tion— controlled  by 
state  officials,  not 
party  organizations — 
to  select  delegates  to 
national  political  con- 
ventions. "No  longer," 
he  promised,  "will 
there  stand  between 
the  voter  and  th( 
official  a  politica' 
machine  with  a  com 
plicated  system  ol 
caucuses  and  conven- 
tions, by  the  manipu- 
lation of  which  it 
thwarts  the  will  of  the  voter." 
Several  years  later,  Oregon  estab- 
lished a  primary  in  which  voters 
expressed  a  prefer- 
ence for  a  particular 
candidate,  whom 
delegates  would  be 
obligated  to  support 
through  the  first 
ballot  at  the  conven- 
tion. Most  other  pri- 
mary states  even- 
tually adopted  the 
Oregon  system. 
By  1912,  12 
states  had  estab- 
.  lished  mandato- 
^  ry  presidential 
primaries,  and 
it  seemed  only 
a  matter  of  time 
before  the  system 
would  sweep  the 
nation.  Theodore 
Roosevelt,  running 
for  president  in  1912 
on  a  third-party  ticket 
(having  been  denied 
the  Republican  nomi- 
nation that  year  despite 
winning  every  primary), 
called  for  a  national  presi- 
dential primary  to  eliminate 
the  role  of  party  "middle- 
men" altogether.  President 
Woodrow  Wilson  called  for  the 
same  thing  a  year  later.  In  the 
meantime,  eight  more  states 


endment  to  the  Constitution  permitted 
vote,  starting  with  the  1920  election. 

established  their  own  presidential 
primaries;  by  1916,  there  were  20 
such  elections. 

But  soon  after  World  War  I,  as 
reform  energies  subsided,  the  pres- 
idential primary  system  went  into 
something  of  an  eclipse.  From  1917 
to  1945,  only  one  additional  state — 
Alabama — created  a  presidential 
primary.  In  the  meantime,  eight 
states  abolished  their  existing  pri- 
maries; and  the  primaries  that  sur- 
vived had  little  effect  on  the  nomi- 
nating process.  Many  were  simply 
devices  for  pledging  delegates  to  a 
"favorite  son,"  who  had  no  hope  of 
nomination  but  could  use  his  dele- 
gate strength  to  exercise  power  at 
the  convention.  In  North  Dakota,  a 
commission  examining  the  state's 
1932  primary  (which  no  major  pres- 
idential candidate  had  chosen  to 
enter)  concluded  that  "so  far  as| 
expressing  the  preference  of  the 
voters  of  the  state  was  concerned, 
the  election  was  a  farce  which  cos 
the  taxpayers  $135,635."  By  1940,| 
the  presidential  primary  syste 
had  reached  its  lowest  ebb  sine 
1912,  with  little-noticed  elections  i 
only  13  states. 

For  the  primary  system  gen 
uinely  to  succeed,  it  was  clear,  can 
didates  and  voters  would  have  t 
believe  not  only  that  primaries  wen 
democratic,  but  that  they  were  eflfec-j 
tive.  In  the  30  years  after  Worl 
War  II,  a  series  of  dramatic  prima: 
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mpaigns  gradually  proved  that 
3  system  could  make  a  difference. 

1948,  for  example,  Harold 
assen,  the  young  ambitious  gov- 
lor  of  Minnesota,  launched  a  cred- 
e,  and  nearly  successful,  chal- 
ige  to  the  Republican  front-run- 
r  by  defeating  Governor  Thomas 
Dewey  in  New  York  in  a  series  of 
rly  primaries.  Four  years  later, 

le  primary  system  has 
iver  been  static 
id  it  will  almost  certainly 
mtinue  to  change. 

kdght  D.  Eisenhower,  a  political 
ophyte,  proved  his  vote-getting 
tential  by  running  well  in  the 
publican  contests.  And  in  1960, 
[in  Kennedy  overcame  doubts  of 
ne  party  leaders  by  winning  a 
"ies  of  crucial  victories  in  that 
ar's  Democratic  primaries.  There 
re  still  only  16  states  with  pri- 
iry  elections,  and  nearly  two- 
rds  of  the  delegates  to  both  party 
iventions  were  still  chosen  by 
ler  means.  But  it  was  becoming 
"ficult  for  party  leaders  in  states 
thout  primaries  to  ignore  these 
monstrations  of  voter  sentiment. 
In  the  late  1960s  and  early 


1970s,  the  United  States  experi- 
enced a  rise  in  popular  democratic 
sentiment  unmatched  since  at 
least  the  beginning  of  the  century. 
It  was  fueled  in  part  by  dissent:  by 
the  civil-rights  movement,  the  New 
Left,  and  protests  against  the 
Vietnam  War.  It  was  also  a 
result  of  a  much  broader 
popular  disillusionment 
with  party  leaders  and 
elected  officials.  A  crucial 
event  was  the  1968 
Democratic  convention, 
in  which  Vice-President 
Hubert  Humphrey 
received  his  party's 
nomination  without 
having  run  in  a  single 
primaiy.  Like  reform- 
ers in  the  early  20th 
century,  supporters 
of  other  candidates 
demanded  changes 
in  the  system  to 
ensure  that  in  the 
future  the  people, 
not  the  "bosses" 
and  the  "estab- 
1  i  s  h  m  e  n  t  ,  " 
would  contro 
the  nominat- 
ing process. 

In  the 
years  after 
1968,  the 
reformers  enjoyed  great 
success.  By  1980  the  number 
of  presidential  primaries  had 
risen  from  15  to  35;  and  in  1992,  there 
will  be  38  primaries,  choosing  over 
80%  of  the  delegates.  Indeed,  so 
decisive  has  the  primary  system 
become  that  the  party  convention 
now  plays  virtually  no  role  in  select- 
ing a  candidate.  In  the  last  five  pres- 
idential elections,  candidates  have 
almost  always  locked  up  the  nomi- 
nation well  before  the  end  of  the  pri- 
mary season. 

But  the  success  of  the  primary 
system  has  created  its  own  prob- 
lems. Critics  complain  that  voters 
in  a  few  states  with  early  primaries 
exercise  disproportionate  influ- 
ence; that  the  process  of  running  in 
multiple  primaries  is  too  expensive 


and  favors  candidates  able  to  raise 
large  sums  of  money;  that  inde- 
pendent voters  are  excluded  from 
voting  in  most  states  (one  reason 
why  voter  turnout  in  primaries  is 
even  lower  than  the  dismal  turnout 
that  has  become  the  norm  in 
general  elections).  Some  critics 


have  revived  the  call  of 
Theodore  Roosevelt  and  Woodrow 
Wilson  for  a  national  primary;  oth- 
ers advocate  restoring  significant 
power  to  party  leaders  and  the  con- 
vention itself.  The  primary  system 
has  never  been  static,  and  it  will 
almost  certainly  continue  to 
change.  But  there  is  almost  cer- 
tainly no  alternative  to  a  selection 
process  based  on  popular  partici- 
pation. In  the  end,  only  informed 
and  active  voters  can  make  the  sys- 
tem succeed.  ■ 

This  text  was  written  by 

Alan  Brinkley,  Professor  of  History, 

Columbia  University 


We  tajgKt  hirn  conpirter 

drafting.  Now  his  iamily 
can  rest  easy 
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MK  OF  'TOSSING  THE  BUMS  OUT' 
lAY  BE  MORE  THAN  JUST  TALK 


>uring  seven  terms  representing  western  Maryland's 
sixth  congressional  district,  Beverly  B.  Byron  rarely 
drew  much  attention.  But  on  Mar.  3,  she  made  the 
ise  take  notice — by  losing  a  Democratic  primary  to  a  little- 
wn  state  legislator.  The  key  to  the  upset:  relentless  attacks 
Byron's  votes  for  pay  raises  and  her  foreign  junkets, 
yron's  loss  helps  explain  why  so  many  lawmakers,  espe- 
y  Democrats,  are  taking  talk  of  "tossing  the  bums  out" 
ously  this  year.  The  advantages  of  incumbency  are  potent: 
;he  last  three  elections,  more  than  967^ 
nembers  seeking  reelection  have  won. 
with  voters  angry  and  with  reappor- 
ment  forcing  many  incumbents  to  run 
lew  districts,  this  year  could  be  differ- 
Analysts  predict  the  election  of  up  to 
fresh  faces,  a  development  that  would 
tter  the  cozy  relationships  between  lob- 
its — especially  business  interests — and 
nbers.  "This  could  be  the  most  interest- 
congressional  election  since  1974,"  in 
wake  of  Watergate,  says  Carleton  Col- 
!  political  scientist  Steven  E.  Schier. 
3're  going  to  have  a  big  shakeup  here." 
IR-DRAFTY.  The  barons  of  Capitol  Hill 
e  good  reason  to  run  scared.  The  House 
mbroiled  in  a  nasty  fight  over  release  of 
names  of  members  who  wrote  rubber 
:ks  on  the  House  bank.  Republicans  want  full  disclosure, 
le  the  Democratic  leadership  wants  to  finger  only  a  hand- 
of  flagrant  violators.  Junior  Republicans  want  to  use  the 
idal  to  attack  entrenched  power  in  the  House,  even  if  they 
^  some  senior  GOP  members  in  the  process.  "The  Democrats 
e  run  this  place  for  four  decades  now,"  says  first-term 
iresentative  Rick  Santorum  (R-Pa.).  "They  think  they're 
ices  and  can  do  whatever  the  heck  they  want." 
aced  with  a  budding  populist  revolt,  some  legislators  are 
;ing  out  while  the  getting's  good.  At  least  35  members  are 
ring,  some  of  them  to  take  advantage  of  a  last  chance 


RUSSO:  FACING  A  TOUGH  CONTEST 


under  House  rules  to  convert  leftover  campaign  contributions 
to  personal  use. 

All  the  factors  whipsawing  Congress  are  on  display  in  the 
Mar.  17  Illinois  primary.  The  loss  of  two  seats  and  the  need  to 
create  minority-dominated  districts  made  it  hard  to  protect 
incumbents.  The  result:  Some  familiar  names  will  vanish  from 
the  Hill.  Two  Democratic  stalwarts,  18-year  veteran  Marty 
Russo  and  five-termer  William  0.  Lipinski,  are  facing  each 
other  in  a  South  Side  Chicago  district.  Polls  show  a  close  race. 

On  the  North  Side,  Frank  Annunzio  is  retir- 
ing after  28  years  rather  than  face  Ways  & 
Means  Chairman  Dan  Rostenkowski. 

That  isn't  sparing  Rosty — who  could 
have  retired  with  a  $1.3  million  war  chest — 
from  primary  opposition.  Redistricting  cost 
him  most  of  his  loyal  blue-collar  ethnics, 
replacing  them  with  Hispanics,  suburban- 
ites, and  upscale  condo  dwellers.  The  17- 
term  incumbent,  used  to  automatic  reelec- 
tion, has  hired  a  political  consultant  and  a 
pollster  in  his  race  against  Dick  Simpson,  a 
former  alderman  who  refuses  P.-^C  contribu- 
tions and  favors  term  limits.  Although  Ros- 
tenkowski should  win,  Simpson  has  been 
nipping  at  "Mr.  Chairman's"  heels,  blasting 
Rostenkowski  for  doling  out  tax  goodies  to 
industries  that  contribute  to  his  campaign. 


Incumbents,  especially  committee  chairmen  like  Rostenkow- 
ski, still  have  many  weapons:  PAC  contributions  from  business 
and  labor  lobbyists,  free  postage,  and  tax  dollars  sent  home 
for  roads,  buildings — even  theme  parks.  But  now,  many  mem- 
bers are  thinking  twice  before  using  these  tools — and  inviting 
attack  from  incumbent-bashing  challengers. 

Even  though  most  incumbents  will  survive  the  trauma  of 
1992,  many  will  be  scarred  by  the  flames.  An  influx  of  reform- 
minded  newcomers,  many  of  them  elected  without  PAC  money, 
could  bring  a  whiff  of  change  to  the  musty  halls  of  the  Hill. 

By  Paula  Dicyer,  with  Richard  S.  Dunham  i?i  Chicago 


>ITAL  WRAPUPI 


IE  CAMPAIGN 


||#atch  for  ties  between  President 
iW  Bush's  advisers  and  Japanese 
;erests  to  become  an  important  issue 

the  Presidential  campaign  moves  to 
s  industrial  states.  'The  latest  link 
s  former  Senator  Howard  H.  Baker, 
member  of  the  Bush-Quayle  cam- 
ign  finance  committee,  signing  on  to 
)by  for  Honda  (page  30).  Baker,  chief 

staff  in  the  Reagan  White  House, 
11  try  to  overturn  a  Customs  Service 
ling  that  Hondas  built  in  Alliston, 
it.,  don't  have  enough  North  Ameri- 
n  content  to  escape  duties.  Challeng- 

Pat  Buchanan  is  readying  ads  for 
e  Michigan  primary  blasting  cam- 


paign aides  James  H.  Lake,  a  lobbyist 
for  the  Japanese  auto-parts  industry, 
and  Charles  Black,  who  represents  Jap- 
anese seafood  processors.  Democrats 
can  be  expected  to  join  the  fun  soon. 

REAPPORTIONMENT  

Any  day  now,  the  Supreme  Court 
could  throw  this  fall's  elections 
into  chaos  by  striking  down  reappor- 
tionment based  on  the  1990  census.  At 
the  request  of  Montana,  which  lost  one 
of  its  two  House  seats,  a  federal  court 
said  Congress'  reapportionment  formu- 
la violated  the  one-man,  one-vote  princi- 
ple. If  the  ruling  is  upheld,  Congress 
might  increase  the  size  of  the  House, 
fixed  by  law  at  435  in  1910. 


THE  ENVIRONMENT 


A stubborn  appeals  court  may  soon 
create  jobs  for  hundreds  of  law- 
yers— and  lots  of  confusion  for  busi- 
ness and  regulators.  Last  year  in 
Washington,  the  U.  S.  Circuit  Court  of 
Appeals  overturned  two  broad  Envi- 
ronmental Protection  Agency  rules  de- 
fining hazardous  waste.  But  the  judges 
didn't  say  whether  their  ruling  should 
retroactively  affect  the  large  number 
of  cases  brought  and  resolved  under 
the  decade-old  regulations.  On  Mar.  5, 
the  court  rejected  the  EPA's  request  for 
clarification  of  the  ruling.  Now,  the  is- 
sue of  retroactivity  will  have  to  be  ar- 
gued on  a  case-by-case  basis. 
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And  lighter,(jompaq 

Another  Ad. 
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Accurate  to  within 
minutes,  the  COMPAQ 
Power  Smart  Pack 
battery  gauge  clearly 
displays  remaining 
battery  life  at  the 
touch  of  a  button. 


Make  it  smaller.  Make  it  lighter.  Make 
it  lighter.  Make  it  smaller 

These  must  be  the  mandates  em- 
blazoned upon  every  R&D  document 
handed  to  the  engineers  of  today's 
crop  of  notebook  computers. 

Admirable  goals  to  be  sure.  Goals 
that  the  engineers  at  Compaq,  how- 
ever, believe  fall 
well  short  of  making 
the  most  of  portable 
computing. 

Which  explains 
why  the  latest  386SL 
notebook  technology 
from  the  labs  in 
Houston  —  the  new 
COMPAQ  LTE  Lite/25 
and  LTE  Lite/20  PCs  -  are  not  only 
the  lightest  (a  scant  6  lbs.)  and  the 
smallest  (only  8.5"xirx  1.75"). 
notebook  PCs  that  we've 
ever  built.  They're 
also  the  smartest. 

The  COMPAQ  Hibernation 
feature  saves  all  open  files 
to  the  hard  drive  and 
turns  the  unit  off.  either 
upon  request  or  as  an 
automatic  feature.  Power 
up  the  COMPAQ  LTE 
Lite  later  and  you're 
back  exactly  where 
you  left  off. 


THE  BRAINS 

BEHIND  THE  OPERATION. 

When  it  came  time  to  design  a 
new  notebook,  we  started  (logically 
enough)  with  the  battery 

The  new  COMPAQ  Power  Smart 
Pack  battery  in  our  new  notebooks 
delivers  up  to  4.5  hours  of  computing, 
a  full  hour  longer  than  most. 

•COMPAQ  LTE  Ute/2S  only  ®  1992  Compaq  Computer  Corporalm  All  nghls 
trade  names  shown  are  those  of  the  respectwe  companies  The  Intel  Inside 


A  microprocessor 
inside  the  battery  itself 
monitors  current  usage 
levels  and  continually 
calculates  the  available 
power  remaining. 

It  can  even  instruct 
the  notebook  to  save  all 
open  files  to  the  hard 
drive  should  the  battery 
power  run  too  low. 

And  the  energy-  /  X 
saving  features  in 


fM 


Internal  Modem  is 
compatible  with  the  if 
broad  base  of  today'? 
communications 
protocols. 

.lust  slip  the  COMPAQ  LTE  Ul 
into  the  COMPAQ  Desktop  Expai  [ic 
sion  Base  and  you  're  instantly  c  ^ 
nected.  Expansion  slots,  externa  i[} 
ports,  and  mass  storage  bays  gii  ..^i 
you  immediate  access  to  moniu 
networks,  hard  drives,  tapedriv 
CD-ROM  and  more.  And  all  the 
built-in  security  features 

ii  \  y\yTXy\    sure  a  safe 

\,  .i.X..\  ^  \  »  t  ^  borfory 
 .r^'r  noteboi 


our  newest  notebooks  go  far  beyond 
the  presence  of  an  Intel  386SL  chip. 

To  make  the  most  of  the  smarter 
battery,  the  new  COMPAQ  LTE  Lite 
also  comes  with  user-adjustable 
power-drain  settings,  and  three  dif- 


ferent  sleep  modes  —  System  Idle, 
System  Standby  and  Hibernation. 

A  MOST  MODERN  MODEM. 

Our  optional  9600-bps  modem  for 
the  COMPAQ  LTE  Lite  PCs  would  make 
even  Alexander  Graham  B.  proud. 

The  COMPAQ  Enhanced  9600-bps 


In  modem  talk,  that  means  tru 
V32  9600-bps  data  transmission  a 
V42bis  compression  for  up  to  38 
kbps  throughput,  as  well  as  full  si 
port  for  Hayes  AutoSync. 
This  little  marvel  negotiates  t 
fastest  transmission  through 
put  that  the  other  end  (f 
the  line  can  muster, 
whether  it's  sendi 
or  receiving. 

It  even  drops 
a  low  power-dra 
standby  state  an 
monitors  incomi 
signals  if  you're 
waiting  for  a  call 
come  in. 
Or  for  that  mat 
another  modem  to  catch 
NOT  ONLY  SMART,  BUT  BRIGh 


''OU 


of 


The  new,  efficient  COMPAQ 
Maxlight  VGA  display  makes  for 
much  brighter  screen  than  our  f 
vious  notebooks,  and  does  it  wi 
out  sacrificing  battery  life. 
Sharper  graphics  and  text  in  i 

reserved  COMPAQ.  LTE  Registered  U  S  Patent  and  TYademark  Office  Maxlight  and  Power  Smart  are  trademarks  of  Compaq  Computer  Corporation.  TYademi 
is  a  trademark  of  Intel  Corporation. 


ED  WITH  Smaller 
XD  LIKE  Suggest 
WE:  Smarter. 


shades  of  gray  complement  an 
need  video  subsystem  that's  so 
it  virtually  eliminates  "subma- 
g,"  better  known  as  'Vhere  did 
#%$**#  cursor  go?" 

A  NOTEBOOK  THAT'S 
LESS  IN  THE  WRONG  HANDS. 
:  Compaq,  we  realize  that  data 
rity  is  every  bit  as  important  as 
ware  security 
:  the  hardware  level, 
?Lock  locks  the  hard 

preventing  access 
ita  even  if  the  drive 
Tioved. 

ne-touch  QuickLock 
^uickBlank  functions 


ited  inverted  "T"  cursor  controls 
( a  familiar  position  so  you  don 't 
to  teach  your  fingers  new  tricks. 

'•you  to  quickly  (sur- 
)  disable  the  keyboard 
ank  the  screen, 
id  of  course,  our  new 
Dooks  come  with  a 
)ck  slot  for  an  optional 
;  lock. 

ithallof  the  above, 
a  120-MB  hard  drive: 
expansion  to  10  MB, 
e  memory,  simulta- 
is  display  and  an 
iary  battery  to  say  / 
B  are  the  best  J 
books  we've 
made  would  be 
Bthingofan  — 
irstatement.   


To  back  them  with  a  one-year 
worldwide  warranty  and  our  toll- 
free  Compaq  Customer  Support 
Center  hotline  would 
be  more  like  it. 

So  don't  choose 
between  a  small 
notebook  and  a  smart 
notebook.  Choose  both. 


Choose  the  new  COMPAQ  LTE  Lite. 

For  information  about  our  new 
notebooks  or  an  Authorized  COMPAQ 
Reseller  near  you,  call  Compaq  in 
the  U.S.  at  1-800-231-0900,  Ext.  100,  or 
in  Canada  at  1-800-263-5868,  Ext.  100. 
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Actual  weight  6  lbs.  Actual  dimensions:  8.5" x  11" x 1. 75"  Actually  this  is  the  best  notebook  we 've  ever  built. 
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CANADA I 


QUEBEC:  WHAT 
PRICE  FREEDOM? 


Its  drive  for  autonomy  builds  steam,  but  divorce  may  rend  Canada 


other 
walls 


eep  in  the  recesses  of  a  Quebec  Na- 
tional Assembly  annex  sits  a  win- 
dowless  room.  It's  much  like  any 
conference  room — except  that  on  its 
are  plans  for  a  quiet  revolution.  In 
this  "war  room,"  staffers  of  a  special  com- 
mission on  Quebec's  sovereignty  are  mak- 
ing detailed  plans  on  everything  from  a 
separate  Quebec  army  to  a  national  dairy 
farm  policy.  "We're  preparing  the  real 
stuff,  just  in  case,"  says  one  staffer.  The 
commission  expects  to  have  a  sovereignty 
blueprint  before  Quebec  votes  on  its  future 
in  a  late-October  referendum.  It's  a  vote 
that  could  unravel  the  nation  of  Canada. 

French-speaking  Quebec  has  been  res- 
tive about  its  place  in  English-speaking 
Canada  for  decades,  but  now  the  tension  is 
reaching  a  new  high.  Fed  up  by  years  of 
unmet  demands,  Quebec  has  given  Ottawa 
a  deadline;  Either  it  presents  Quebec  with 
an  acceptable  plan  for  keeping  the  province 
within  Canada,  or  Quebec  will  ask  its  vot- 
ers to  decide  for  them- 
selves. If  they  vote  oui  for 
sovereignty  in  October, 
the  province  would  break 
from  Ottawa  a  year  later. 

As  relations  between 
English-  and  French- 
speaking  Canadians  deteri- 
orate, it  seems  inconceiv- 
able that  Canada  will  offer 
Quebec  everything  it 
wants.  The  central  govern- 
ment on  Feb.  28  made  a 
proposal,  but  Quebec  Pre- 
mier Robert  Bourassa 
quickly  rejected  it,  calling 
it  "domineering  federal- 
ism." The  proposal  was 
even  more  bitterly  con- 
demned by  Quebec's  na- 
tionalists, who  advocate 
immediate  independence. 
PLAYING  CHICKEN.  What 

makes  the  -brinkmanship 
dangerous  is  that  many 
Quebec  leaders,  execu- 
tives, and  citizens  are  con- 
fident they  can  go  it  alone. 
Quebec  accounts  for  al- 
most one-quarter  of  Cana- 


da's gross  national  product.  Its  corporate 
crown  jewels  include  Hydro-Quebec,  which 
with  $34  billion  in  assets  is  the  world's 
No.  7  electric  utility,  and  aircraft  and  trans- 
portation equipment  builder  Bombardier 
Inc.,  with  nearly  $3  billion  in  sales.  And  its 
technocrats  are  pioneering  an  aggressive 
industrial  policy — the  most  extensive  in 
North  America.  Despite  warnings  from 
some  that  sovereignty  would  cripple  the 
province,  a  poll  of  Quebec's  business  lead- 
ers last  year  showed  72/^^  believed  it  would 
actually  improve  the  economy  over  time. 

Other  Canadians  are  aghast  at  the  pros- 
pect. The  threat  of  Quebec's  sovereignty 
"casts  a  dark  shadow  on  everything  we 
want  to  do,"  especially  economic  prospects, 
says  Constitutional  Affairs  Minister  Joe 
Clark.  Leaders  of  the  English-speaking 
business  community  also  warn  of  a  nation- 
al apocalypse.  But  rhetoric  aside,  the  rest- 
of-Canada,  as  Quebecers  now  refer  to  it,  is 
not  inclined  to  meet  Quebec's  demands  for 


greater  powers  than  other  provinces  enjoy 
English-speakers  argue  that  giving  Quebec 
such  leeway  would  undermine  the  natior 
as  a  whole.  Many  also  warn  that  Quebec 
would  be  crushed  economically  by  a  break 
up.  It  all  shapes  up  as  a  national  game  ol 
chicken  that  neither  side  can  win.  Interna 
tional  nervousness  over  this  showdown  ha: 
helped  drive  the  Canadian  dollar  under  84(t 
from  89$  last  fall,  forcing  the  Bank  of  Can 
ada  to  raise  interest  rates. 

Sovereignty  for  Quebec  won't  lead  to  civ 
il  war,  as  Yugoslavia's  breakup  has.  Rath 
er,  Quebecers  want  political  independence 
a  separate  foreign  policy,  and  full  taxatioi 
and  lawmaking  powers.  But  they  also  wan 
to  continue  using  the  Canadian  dollar 
maintain  trade  relations  with  the  rest 
Canada,  and  carry  Canadian  passports. 
'BUILDING  A  NATION.'  But  even  such  min 
mal  nationalism  could  have  profound  irr 
pact.  For  one  thing,  it  would  greatly  con 
plicate  relations  with  the  U.S.  just 
Washington  is  trying  to  create  a  Nort^ 
American  free-trade  zone.  Today,  the  U.  S 
and  Canada  are  partners  in  $200  billion 
two-way  trade,  and  goods  and  service 
flow  across  the  border  under  the  rules  of 
four-year-old  free-trade  pact.  But  oppos 
tion  to  the  free-trade  agreement  is  moun 
ing  in  English-speaking  Canada,  and 
Quebec  goes,  the  rest  of  Canada  might  tr 
to  renegotiate  the  pact. 

Indeed,  if  Quebec  secedes,  the  rest  c 
Canada  could  come  unglued.  The  d^ 
pressed  Maritime  provinces  would  be  ci 
off  from  others,  while  western  province 
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jl(i  reject  Ontario's  dominance, 
nituaily,  predicts  John  Ciaccia, 
jbec's  Minister  of  International 
'airs,  some  provinces,  such  as 
erta,  might  try  to  join  the  U.  S. 
lo  matter  how  the  immediate 
is  plays  out,  it  is  clear  that  Que- 
's  quiet  revolution  is  moving 
ad.  La  Belle  Province  is  tak- 
control  of  its  affairs,  including 
economy,  social  programs,  and 
ture,  step  by  step.  "What 
y're  doing  is  building  a  nation," 
s  U.  S.  Consul  General  William 
McCahill  Jr.  in  Quebec  City, 
ley  have  cultural  identity  and 
pose,  they  have  pride  in  the  in- 
utions  they've  built  up,  and 
y  want  more  of  it." 
(uebec's  economic  success  has 
n  a  powerful  boost  to  nationalist  feel- 
.  Alienated  from  English  Canada,  Que- 
has  developed  its  own  model  of  close 
peration  among  business,  labor,  govern- 
it,  and  banks,  often  called  Quebec  Inc. 
the  heart  of  this  model  is  Hydro-Que- 
,  the  province's  powerhouse.  Owned  by 
state,  it's  a  world-class  electric  utility, 
cheap  electricity  has  in  turn  fueled  in- 
trial  development  throughout  the  prov- 
?,  such  as  energy-intensive  aluminum 
jlters.  And  Bombardier,  originally  a 
ill  snowmobile  maker,  is  a  transporta- 
i-equipment  giant  that  builds  subway 
5  for  New  York  City  and  constructs 
les  in  the  U.  S.,  Britain,  and  Canada.  In 
uary,  it  made  a  winning  bid  for  the  ail- 
Toronto-based  de  Havilland  division  of 
iing  Co. 

'he  Quebec  government  is  actively  or- 
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WEAKNESSES 

►  Would  have  to  assume  its 
share  of  Canada's  $340 
billion  debt,  causing  severe 
debt  load 

►  Creditors  would  force  it 
to  pay  a  stiff  premium  on 
international  borrowings 

►  Would  try  to  keep 
Canadian  dollar.  But  this 
means  ceding  control  over 
monetary  policy 

►  Could  face  increasingly 
strained  trade  relations  with 
both  the  U.S.  and  Canada 

►  Unemployment,  already 
12%,  would  rise  in  the  short 
run  to  higher  levels 


chestrating  this  economic  drive.  Quebec's 
Industry  Minister,  Gerald  Tremblay,  has  a 
plan  to  create  550,000  jobs  by  the  year 
2000  and  bring  unemployment  down  to  77f, 
from  12'/!  today.  He  has  divided  Quebec's 
economy  into  clusters.  Some,  such  as  aero- 
space, electrical  power-generation  equip- 
ment, and  information  technology,  are  al- 
ready competitive.  Others,  including  forest 
products  and  petrochemicals,  need  help. 
Tremblay  gets  key  companies  in  these  clus- 
ters to  attack  industry  problems  together 
and  works  to  change  inhibiting  govern- 
ment policies. 

ROUGH  START.  A  thriving  province  is  one 
thing;  a  sovereign  nation  something  else 
again.  Many  economists  figure  that  an  in- 
dependent Quebec  would  be  in  for  rough 
times  in  the  first  few  years.  Already,  Que- 
bec has  its  weaknesses.  With  unemploy- 
ment high,  some  of 
Quebec  Inc.'s  leaders 
are  under  pressure. 
Hydro-Quebec  has 
postponed  its  $11  bil- 
lion Great  Whale  hy- 
droelectric project  be- 
cause of  environmen- 
tal opposition  and 
New  York  State's  de- 
sire to  renegotiate  its 
multibillion-dollar,  20- 
year  contract  on  bet- 
ter terms.  The  forest- 
products  and  clothing 
industries  have  been 
pummeled. 

Sovereignty  could 
create  more  economic 
pain,  especially  in  the 
short  run.  A  sover- 
eign Quebec  would 
have  to  assume  its 
share  of  Canada's 
.$340  billion  debt.  That 
in  turn  could  drive 
Quebec's  debt  load 
sky-high,  and  spooked 
foreign  investors 
could  then  force  Que- 


bec to  pay  a  premium  on  its  inter- 
national borrowings. 

On  the  trade  front,  Quebec  could 
see  relations  with  the  U.  S.  sour  de- 
spite the  province's  free-trade 
stance,  as  Quebec  Inc.'s  policies  of 
subsidization  come  under  fire.  The 
U.  S.  Commerce  Dept.  is  already 
challenging  the  low  rates  Hydro- 
Quebec  offers  industrial  custom- 
ers. Trade  with  Canada  would  also 
be  strained. 

FALLOUT.  The  man  trying  to  man- 
age the  growing  crisis  is  Premier 
Bourassa,  head  of  the  ruling  Liber- 
al Party.  A  federalist  who  believes 
Quebec  would  be  better  off  re- 
maining as  part  of  Canada,  Bour- 
assa is  trying  to  quell  separatist 
fervor  by  insisting  that  Ottawa 
cede  substantial  powers  to  Quebec.  Specifi- 
cally, his  Liberal  Party  wants  Quebec  to 
have  exclusive  jurisdiction  over  22  areas, 
among  them  culture,  education,  and  re- 
gional development.  The  federal  govern- 
ment would  run  only  six,  including  defense 
and  currency.  Power  would  be  shared  in 
nine  other  areas.  In  this  way,  Quebec 
would  operate  with  far  more  autonomy 
from  Ottawa  than  other  provinces — in  ef- 
fect, a  nation  within  a  nation. 

While  Bourassa  tries  to  sell  English  Can- 
ada on  this  approach,  the  Parti  Quebecois 
(PQ)  is  trumpeting  sovereignty.  PQ  leader 
Jacques  Parizeau  argues  that  support  for 
sovereignty  is  far  stronger  now  than  it  was 
in  1980,  when  the  first  referendum  on  the 
issue  was  defeated.  In  November,  polls 
found  that  .567f  of  Quebecers  expect  the 
province  to  be  independent  within  a  decade, 
while  only  \V'/'-  expect  the  status  quo  to  re- 
main. And  397^  support  sovereignty,  while 
327'  lean  toward  federalism.  The  one-third 
in  the  middle  sympathizes  with  Quebec's 
aspirations  but  worries  about  the  economic 
fallout.  So  Parizeau  has  nimbly  crafted  a 
new  definition  of  sovereignty.  While  Que- 
bec would  "leave"  Canada,  says  Parizeau, 
it  would  then  negotiate  ties  to  minimize  the 
disruption  for  itself,  such  as  use  of  the  Ca- 
nadian dollar,  free  circulation  of  goods  and 
services  between  Quebec  and  Canada,  and 
the  right  of  Quebecers  to  hold  Canadian 
passports. 

As  the  fall  deadline  draws  nearer,  opti- 
mists are  betting  that  the  Canadian  genius 
for  muddling  through  will  eventually  pre- 
vail. They  may  be  right,  since  the  costs  of 
divorce  are  beginning  to  dawn  on  many  Ca- 
nadians on  both  sides.  But  Canada  has  nev- 
er been  this  close  to  the  brink.  Even  if  the 
Canadians  maintain  a  single  nation,  there 
are  likely  to  be  permanent  shifts  in  rela- 
tions between  French-  and  English-speak- 
ing Canada.  The  consequences  will  reso- 
nate throughout  the  continent.  Whether 
Bourassa  or  Parizeau  prevails,  Quebec's 
future  direction  is  clear.  It  is  only  a  ques- 
tion of  how  far,  and  how  fast,  it  goes. 

By  William  C.  Symonds  in  Quebec  City 
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Creating  borders  in  Word  for  Windows 
was  easy  for  test  participants  -  they  simply  chose 
the  easy-to-locate  'Border"  command. 
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Creating  a  buHeted  list  ivas 
two  steps  in  Word  for 
Windows  and  12  steps  in 
WordPerfect  for  Windows. 
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When  given  Mis  simple  letter  to  rcinse.  WordPerfect  for  DOS  users  ivcre  impressed  at  how  easy 
it  was  to  perform  everyday  word  processing  tasks  using  Microsoft  Word  for  Windows  2.0. 


No  wonder 
WordPerfect  users  prefer 
Word  for  Wndows. 

It  has  easy 
written  all  over  it 


In  a  recent  test 
conducted  by  the 
National  Software 
Testing  Labs  (NSTL), 
nearly  eight  out  of  10 
WordPerfect'forDOS 
users  preferred 
Microsoft"  Word  for 
Windows"  2.0  over  WordPerfect  for 
/"indows.  The  reasons  were  plenty 

They  were  amazed  at  how  Word 
)r  Windows  put  them  one  step  away 
om  accomplishing  everyday  word  pro- 
sssing  tasks  with,  in  many  cases,  one 
mple  click  of  the  mouse.  Which  may 
ave  surprised  them.  But  it  didn't  sur- 
rise  us.  After  all,  we  designed  Word  for 
v^indows  around  them. 

Every  week  during  the  develop- 
lent  of  Word  for  Windows,  we  invited 
i/brdPerfect  users  to  bring  in  their 
otters,  memos,  or  whatever  business 
ocuments  they  use  in  their  own  jobs, 
nd  try  them  out  using  Word  for 
Windows.  Our  Product  Development 


people  at  Microsoft  called  these  sessions 
"usability  studies."  Which  is  just  a  fancy 
shorter  way  of  saying  "what-do-people- 
use-a-word-processor-for-and-how-can- 
we-make-it-easier-for-them-to-use-it." 

These  studies  not  only  helped  us 
to  design  features  that  make  everyday 
tasks  easier,  but  helped  us  to  make  the 
more  advanced  word  processing  fea- 
tures like  grammar  checking,  drawing 
and  charting,  easier  to  use  as  well. 

See  for  yourself  why  nearly  eight 
out  of  10  WordPerfect  users  preferred 
Word  for  Windows,  and  take  advantage 
of  our  special  $129  offer,*  by  calling 
(800)  323-3577  Dept.  Y78.  If,  for  any 
reason,  you're  not  completely  satisfied 
with  Word  for  Windows  2.0,  we'll  gladly 
return  your  purchase  in  full.**  If  you'd 
like,  we'll  also  send  you  the  files  you 
need  to  test  Word  yourself.  Then  you, 
too,  can  have  the  last  word  on  ease. 

Miaosolt 


Jergood  for  current  licensees  of  WordPerfect.  MuttiMate?  WordStar!^  MS*  Word  for  MS-DOS*  and  DtsplayWnte"^  Please  allow  2-4  weeks  for  delivery  upon  receipt  of  order  by  Microsoft-  Offer  expires  6/30/92  Limit  one  per  customer  Reifller  pnces 
yvarv.  Call  for  system  requirements.  **  If  you're  not  satisfied  with  Word  for  anv  reason,  return  the  product  to  Microsoft  mthtn  90  days  with  proof  of  purchase  for  a  full  refund-  Offer  good  only  in  the  50  United  States  Tone  ewe  only  the  NSTL  test  results 
he  United  Slates,  call  (800)  323-3577.  Dept.  Y78  For  information  only:  In  Canada,  call  (800)  563-9048:  outside  the  U.S.  and  Canada,  call  (206)  936-8661.  ©  1992  Microsoft  Corporation  All  nghts  reserved  Pnntcd  in  the  USA  Microsoft.  MS.  and 
■DOS  are  registered  trademarks  and  Windouis  is  a  trademark  of  Microsoft  Corporatwti-  WordPerfect  is  a  registered  trademark  of  WordPerfect  Corp- 
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THE  HARVARD  MAN 

IN  MITSUBISHI'S  CORNER  OFFICE 


Does  Makihara's  promotion  signal  the  rise  of  a  new  breed  of  executive? 


Born  itt  England  and  christe7ied  Ber- 
nard, but  has  since  gone  by  "Ben." 
Alumnus  of  St.  Paul's  School  and  Har- 
vard. Spent  two  years  as  a  counselor 
at  summer  camp  in  Vermont.  Assign- 
ments totaling  22  years  in  Seattle, 
Washington,  New  York,  and  London. 
Good  friends  include  CEO  James  D. 
Robinson  III  of  American  E.rpress  and 
CEO  Gerald  Grinstein  of  Burlington 
Northern.  Son  works  for  Goldman 
Sachs,  da  ugh  ter  for  Time  magazine. 

eet  Minora  "Ben"  Makihara, 
the  newly  named  president  and 
I  CEO  of  $128  billion  Mitsubishi 
Corp.,  Japan's  powerful  trading  firm  and 
flagship  of  the  country's  largest  kei- 
retsu,  or  corporate  grouping.  Never  be- 
fore has  a  major  Japanese  company 
been  run  by  someone  as  cosmopolitan  as 
the  62-year-old  Makihara.  So  although 
internationalization  gets  lots  of  lip  ser- 
vice in  Japan  these  days,  Makihara's  as- 
cent to  the  pinnacle  of  Japan's  business 
Establishment  has  set  local  business  cir- 
cles buzzing. 

As  a  rule,  an  executive  can't  reach  the 
top  without  the  proper  Japanese  univer- 
sity credentials  and  much  time  spent  at 
the  home  office.  After  all,  he  would  lack 
the  network  of  high-level  contacts  essen- 
tial to  success  in  the  Japanese  business 
world.  He  might  also  "stink  of  butter," 
the  Japanese  put-down  for  colleagues 
who  have  spent  too  much  time  abroad. 

But  with  U.  S.-Japan  relations  at  a 
postwar  low,  Mitsubishi  decided  in  late 
February  that  Makihara's  U.  S.  experi- 
ence mattered  more.  That  positions  him 
eventually  to  succeed  Akio  Morita,  Sony 
Corp.'s  71-year-old  chairman,  as  Japan's 
business  ambassador  to  the  world. 
"He'll  be  an  enormously  important 
bridge  between  Japan  and  the  U.  S.  busi- 
ness-wise," says  Frank  A.  Weil,  former 
Commerce  Under  Secretary  and  Maki- 
hara's longtime  acquaintance. 
NEW  DIRECTIONS.  Makihara  is  already 
signaling  that  Mitsubishi  must  alter  its 
ways.  "The  expectations  of  employees, 
shareholders,  and  the  outside  world  are 
changing,"  he  says.  "So  new  directions 
have  to  be  sought."  That  means  making 
jobs  more  satisfying,  paying  the  environ- 
ment more  heed,  and  giving  sharehold- 
ers a  bigger  share  of  profits,  he  says. 
Makihara  made  his  latest  mark  in 


New  York,  while  running  the  big  U.  S. 
subsidiary  Mitsubishi  International 
Corp.  from  1987  to  1990.  His  main  contri- 
bution was  to  help  guide  the  trading 
company  into  new  investments  and  tech- 
nologies. It  was  on  his  watch  that  Mitsu- 
bishi bought  control  of  Aristech  Chemi- 
cal Corp.  for  $877  million  and  took  half- 
ownership  of  UCAR  Carbon  Europe,  an 
$850  million-a-year  business.  "It  is  novel 
for  a  trading  company  to  invest  in  manu- 
facturing," notes  Robert  D.  Kennedy, 
chairman  and  CEO  of  Union  Carbide 
Corp.  When  he  officially  takes  over  in 


him  as  an  aggressive  businessman,"  she 
says.  "He's  soft-spoken,  quiet,  and  seri- 
ous. At  home  he  never  talks  about  work 
at  all."  She  says  he  likes  to  curl  up  with, 
English-language  spy  novels  to  relax. 

Makihara's  climb  up  the  ladder  wasn't! 
hurt  by  his  blue-blood  Mitsubishi  pedi-j 
gree.  His  father  was  a  Mitsubishi  ma 
who  served  in  London  and  the  U.  S.,  and 
his  wife  is  the  great-granddaughter  of 
Mitsubishi  founder  Yataro  Iwasaki.  0th 
ers  note  that  Makihara,  a  veteran  of  Mit- 
subishi's marine  products  division,  came 
from  the  company's  "soft"  side.  Tradi 
tionally,  the  presidency  has  alternatec 
between  that  and  the  "hard"  side,  which 
includes  machinery  and  steel.  This  time 
it  was  the  soft's  turn.  But  company  in 
siders  insist  Makihara  got  where  he  is 
by  merit,  not  luck. 

He  steps  in  at  a  time  when  Mitsubish 
is  rolling  in  dough.  The  company  is  now 
Japan's  most  profitable  major  trader 
thanks  to  its  early  shift  from  depen 
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June,  Makihara  is  likely  to  make  such 
acquisitions  on  a  much  larger  scale. 

What's  more,  he  is  a  symbol  of  a  new 
type  of  Japanese  corporate  leader  who  is 
"extremely  comfortable  in  two  cul- 
tures," says  Kennedy.  A  Japanese  col- 
league who  has  worked  closely  with  Ma- 
kihara says  his  long  U.  S.  experience  has 
made  Makihara  more  informal  than 
most  top  Japanese  executives.  "He's 
very  open-minded,"  says  this  colleague. 
"The  door  to  his  office  is  usually  open 
for  everybody.  He  likes  a  good  joke." 

Yet  Makihara,  who  rarely  gets  angry, 
is  no  American-style  mover  and  shaker. 
"Beneath  his  business  suit  is  a  Japanese 
gown,"  says  Weil.  Makihara's  daughter, 
Kumiko,  describes  her  father  as  an  intel- 
lectual. "It's  difficult  for  me  to  imagine 


dence  on  mere  transaction  fees  to  invesftr 
ments  in  such  businesses  as  manufactu 
ing  plants  and  liquified  natural  ga 
projects  in  Southeast  Asia.  "Mitsubisl 
has  been  a  leader  in  moving  into  thspicoi 
region,"  says  Patricia  Jennings,  an  an: 
lyst  at  Baring  Securities  (Japan)  Ltd. 

Given  his  U.  S.  expertise,  Makihai 
says  he'll  probably  speak  out  more  o 
bilateral  issues  than  his  predecessor, 
particular,  Makihara  is  rankled  by  tl 
perception  that  Japan's  keiretsu  are  oi 
not  only  to  exclude  foreigners  but 
take  over  the  world.  "I  think  that's  tot 
ly  off  the  mark,"  he  says.  If  anyone  c£ 
convince  Americans  that  Japan's  comp 
nies  aren't  hostile,  Makihara  can. 

By  Robert  Neff  i n  Tokyo,  with  William 
Holstein  in  New  York 
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EDTIME, 
R  JUST  A  WAKE-UP  CALL? 


cession-bashed  Brits  will  take  a  hard  look  at  Major  in  April  elections 


■or  troubled  Britain, 

■  a  general  election 
ought  to   offer  a 

len  opportunity  for  a 

/   start.   But  when 

ne  Minister  John  Ma- 
stood  in  front  of  10 

vning  St.  on  Mar.  11 
called  one  for  Apr.  9, 
financial  markets 

I't  see  it  that  way.  The 

idon  stock  market  fell 

in  one  day. 

[ivestors  and  execu- 
s  have  plenty  of  rea- 
s  to  worry  about  Brit- 
— and  tiie  election 
If  is  one  of  them.  The 
nomy  remains  mired  in 
longest  postwar  reces- 
1.  Rows  of  boarded-up 
ps  blight  the  once 
sperous  towns  along  the  River 
,mes.  With  house  prices  still  falling, 

of  London's  office  space  vacant,  and 
mployment  at  9.27^,  pollsters  give  the 
lor  Party  its  first  real  shot  at  unseat- 
the  Tories  since  Margaret  Thatcher 
an  her  reign  in  1979.  But  they  also 

that  a  hung  Parliament — one  with 
party  winning  a  clear  majority — is 
m.ost  likely  outcome, 
'he  prospect  of  political  turmoil  is 
it  Britain  needs  least  right  now.  The 
jssion  has  exposed  deep  structural 
iknesses  that  Thatcherism  failed  to 
re.  At  the  same  time,  Britain  faces 
n  more  restructuring  and  pain  as  Eu- 
e  becomes  a  single  market.  The  fast- 
anding  relationship  with  its  Europe- 
neighbors  could  be  just  the  tonic  for 
jaguered  Britain.  But  if  the  British 

to  produce  leadership  that  can  play 
game  smartly,  they  could  find  them- 
les  buried  in  Europe's  second  tier. 
IG  GONE.  The  voters  will  have  a  clear 
ice  in  the  election.  The  Conservatives 

repackaging  Thatcherism,  albeit 
h  some  softer  tones.  Major  is  hitting 
hustings  with  a  program  of  low  tax- 
and  continued  faith  in  market  forces 
spark  investment.  In  a  budget  un- 
led  on  Mar.  10,  Major  proposed  a  new 
nd  of  modest  tax  cuts  aimed  at  get- 
l  the  votes  of  lower  paid  workers, 
jabor,  meanwhile,  is  far  more  inter- 
itionist.  Standard  bearer  Neil  Kinnock 
nts  to  use  higher  taxes  on  the  rich  to 
ance  a  program  to  revive  industry.  It 
uld  range  from  training  programs  to 


tax  incentives  for  new  investment.  A 
key  challenge  for  the  former  Welsh 
schoolteacher  is  simply  to  build  confi- 
dence that  a  Labor  Party  out  of  power 
for  13  years  is  capable  of  governing. 

A  Labor  victory  is  one  thing,  but  in- 
vestors and  executives  fear  a  muddled 
outcome  even  more.  That  would  lead  to 
coalitions  with  minor  parties,  especially 
Paddy  Ashdown's  Liberal  Democrats. 
The  fear  is  that  economic  policy  would 
drift  while  a  weak  government  spent  its 
time  bickering. 

The  political  crisis  reflects  the  failure 
of  Thatcherism.  This  has  opened  the 
door  for  Kinnock's  retooled  Labor  Party. 
He  has  allayed  some  fears  of  a  return  to 
Labor's  tax-and-spend  days  of  the  1970s 
and  now  talks  of  a  grand  business-gov- 
ernment initiative  to 
rebuild  the  econo- 
my. Many  voters, 
including  some  in- 
dustrialists, find 
Kinnock's  pitch 
more  appealing  than 
Major's.  "We  want 
a  partnership  be- 
tween government 
and  industry,  like 
you  find  in  other 
countries,"  says  one 
Labor  supporter,  Si- 
mon Haskel,  chair- 
man of  textile  mak- 
er Perrotts  Group 
PLC. 

Still,   there  are 
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concerns  that  a  majority  win  for  Labor 
could  rock  business  confidence.  These 
center  on  Kinnock's  pledge  to  raise  the 
top  tax  rate  from  407'  to  597  and  intro- 
duce a  minimum  wage,  and  on  the  par- 
ty's ties  with  trade  unions,  its  traditional 
paymasters.  "A  blow  to  confidence  could 
delay  the  recovery  by  up  to  12  months," 
says  Keith  Skeoch,  chief  economist  at 
James  Capel  &  Co. 

In  recent  years,  most  voters  have  pre- 
ferred the  Tory  approach  to  economic 
questions,  but  the  mood  is  shifting  rapid- 
ly. In  the  nasty  three-week  campaign, 
the  Conservatives  will  be  hard-pressed 
to  maintain  the  coalition  of  wealthy,  mid- 
dle-class, and  semiskilled  workers  who 
flocked  to  Thatcher  but  have  been  ham- 
mered by  the  recession.  "The  economy  is 
a  mess,"  grouses  John  Romijn,  40,  a 
longtime  Conservative  supporter  who  is 
about  to  lose  his  job  as  a  truck  driver. 
"Reducing  taxes  won't  get  me  to  vote 
for  them  again." 

There  are  some  bright  spots.  Now, 
both  parties  are  at  least  chanting  the 
mantras  of  improved  education  and 
training.  And  recession  is  forcing  the 
traditionally  insular  British  to  focus  on 
Europe.  For  the  first  time,  all  three  par- 
ty leaders  profess  to  be  committed  to 
European  unity. 

SHODDY  GOODS.  To  profit  from  the  new 
unity,  British  industry,  heavily  depen- 
dent on  low-skilled  and  low-paying  jobs, 
will  have  to  go  upscale.  If  Britain  fails 
to  shake  off  its  reputation  for  low-quali- 
ty products  and  poorly  trained  workers, 
investments  from  Americans,  Japanese, 
and  Germans  may  go  elsewhere  in  Eu- 
rope. "We  must  get  our  plants  in  Britain 
close  to  the  level  of  those  on  the  Conti- 
nent," says  Bruce  Blythe,  Ford  of  Eu- 
rope Inc.'s  chief  strategist.  The  British 
plants,  one-third  less  productive,  "won't 
be  kept  open  otherwise,"  he  warns. 

Economists  say  that  the  tough  Euro- 
pean financial  constraints  that  are  de- 
signed to  drive  down  budget  deficits  by 
the  mid-1990s  to  prepare  for  a  single 
currency  should  help  Britain.  "The  po- 
tential payoff  is 
lower  inflation,  low- 
er interest  rates, 
and  stability,"  says 
Richard  Freeman, 
chief  economist  of 
Imperial  Chemical 
Industries  PLC.  But 
Major's  campaign- 
kickoff  budget  with 
its  soaring  $48  bil- 
lion deficit  was  a 
step  backward.  Ex- 
pect more  of  the 
same  unless  voters 
give  someone  a 
strong  mandate. 

By  Richard  A. 
Melcher  in  London 
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We  don't  just  give  our 
Financial  Consultants  a  training  program. 

We  give  them  a  graduate  school. 


One  of  the  clearest  manifesta- 
tions of  our  concern  for  clients  is 
our  commitment  to  training  Finan- 
cial Consultants.  That  commitment 
goes  back  to  1945,  when  we  were 
the  first  in  the  industry  to  institute 
a  training  school  for  them.  We've 
continued  to  set  the  industry  stan- 
dard ever  since.  And  at  a  time  when 
competitors  are  lessening  their  com- 
mitment, we're  expanding  ours. 

So  today  in  addition  to  all  their 
other  education,  training  and 

Sft,  OFFICIAl  SPONSOR  OF  THE  m'J  U  S  OLYMRC  TEAM 


experience,  newly  hired  Financial 
Consultants  undergo  a  structured 
two-year  Professional  Development 
Program. 

And  at  Merrill  Lynch,  training  is 
an  ongoing  part  of  every  Financial 
Consultant's  career  This  year 
alone,  more  than  4000  will  partici- 
pate in  formal  training  programs. 
During  the  last  twelve  months, 
more  than  1500  have  enrolled  in 
our  School  of  Advanced  Financial 
Management. 

©1992  Merrill  Lynch,  Pierce.  Fenner  &  Smilh  Inc  Member  SIPC 


We  urge  you  to  consider  this 
unmatched  preparation,  combined 
with  the  wealth  of  technological 
and  research  support  behind  each 
of  our  Financial  Consultants,  when 
selecting  an  investment  firm. 

Because  these  days,  you 
need  more  than  financial  advice. 
You  need  a  financial  professional 
at  your  side. 


Merrill  Lynch 

A  tradition  of  trust. 
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riLL  BUSH'S  INACTION  DOOM  YELTSIN 
-AND  THE  NEW  WORLD  ORDER? 


^  storm  is  brewing  in  Moscow.  On  Mar.  17,  rightwingers, 
who  claim  among  other  things  that  the  U.  S.  plans  a 

^^military  occupation  of  the  former  Soviet  Union,  will 

■ch  there  against  democracy.  On  the  same  day,  up  to  800 

ner  deputies  of  the  disbanded  Congress  of  People's  Depu- 
may  call  for  a  return  of  Soviet  power.  Meanwhile,  a 

ner  aide  to  Mikhail  S.  Gorbachev  warns  that  another  hard- 
coup  d'etat  is  in  the  works.  Against  this  unsettling  back- 

3,  Russian  President  Boris  N.  Yeltsin  is 

ring  ahead  with  his  painful  economic 

:k  therapy.  Further  price  hikes  on 

id  and  fuel  will  rock  consumers,  while 

lassive  restructuring  of  industry  could 
millions  out  of  work. 

3  far,  there  has  been  an  unsettling  ab- 

:e  of  American  efforts  to  rally  support 

Yeltsin.  The  Russian  leader's  ouster  or 

defeat  of  his  reforms  could  mushroom 
a  disaster  fo*"  the  West.  But  George 

h,  who  played  such  a  crucial  leadership 
in  other  big  international  events  of  his 

sidency,  has  been  surprisingly  mute. 

seems  to  be  paralyzed  by  isolationist 

n'ck  Buchanan's  criticism  of  his  sup- 

?d  overemphasis  on  foreign  policy. 

INITELY  WORSE.'  Bush's  behavior  has 

ly  alarmed  key  European  leaders  along 

1  many  internationalists  such  as  former 

sident  Richard  M.  Nixon.  They  insist 

;  Bush  is  squandering  an  enormous  opportunity  that  he 

)ed  create.  "If  Yeltsin  fails,  the  alternative  isn't  going  to  be 

lebody  better  but  somebody  infinitely  worse,"  Nixon  says. 

ut  the  danger  goes  beyond  Russia.  With  the  cold  war  over, 

world  is  waiting  for  Bush  to  define  the  New  World  Order 

;  he  promoted  during  the  Kuwait  crisis.  While  he  frets  over 

nary  victories  and  delegate  counts,  Bush  may  be  missing  a 

nee  to  favorably  define  America's  role  in  the  world  for 

ly  years  as  well  as  his  own  place  in  history.  If  he  is 


ANTI-YELTSIN  RALLY  ON  RED  ARMY  DAY 


passive,  it  can  only  reinforce  the  notion  that  the  U.  S.  is  losing 
power  to  Germany  and  Japan,  which  have  economic  clout  but 
not  enough  political  authority  to  keep  such  bullies  as  Saddam 
Hussein  in  line.  "Dictatorship  rather  than  democracy  will  be 
the  wave  of  the  future,"  Nixon  says. 

Right  now,  action  on  aid  for  Russia  is  the  chief  litmus  test 
of  Bush's  statesmanship.  So  far,  Washington  has  allocated 
only  $1.5  billion  in  outright  aid  and  another  $3.75  billion  in  loan 
guarantees  for  food  exports.  Germany,  by 
contrast,  has  provided  more  than  $35  bil- 
lion in  trade  credits  and  aid,  much  of  it  to 
induce  Soviet  forces  to  leave  eastern  Ger- 
many. But  the  point  is  less  money  than 
leadership.  Russia  scares  Europe  more 
than  it  does  the  U.  S.  The  collapse  of  Rus- 
sia, says  Italian  Foreign  Minister  Gianni 
De  Michelis,  "is  the  biggest  single  threat 
to  continuing  European  integration." 
BETTER  SLEEP.  There  is  much  to  be  gained 
by  orchestrating  a  world  deal  on  Soviet 
aid.  A  strong  initiative  on  Russia  from 
Washington  could  sweep  away  a  lot  of  Eu- 
ropean skepticism  about  America's  future 
role  in  their  environs.  Japanese-Russian 
tensions  over  the  occupied  Kuril  Islands, 
seized  by  Stalin  during  World  War  II, 
could  also  be  eased  in  a  broad  aid-for-politi- 
cal  considerations  swap. 
The  U.  S.  could  also  buy  itself  better 
sleep  at  night.  By  working  closely  with  Yeltsin,  Bush  could 
influence  orderly  disarmament.  Americans  seem  to  have  for- 
gotten there  are  many  strategic  nuclear  weapons  still  threat- 
ening them  in  the  former  Soviet  Union,  says  Yuri  Pinchukov, 
an  arms  control  expert  from  the  Institute  of  World  Economy 
&  International  Relations  in  Moscow.  But  if  hardliners  seize 
control  in  Moscow,  the  cold  war  might  begin  all  over  again. 

By  Peter  Galuszka  in  New  York.  Brian  Bremner  in  Washington, 
and  Rose  Brady  in  Moscow 


>BAL  WRAPUPI 


LGIUM 


rhe  government  is  set  to  approve 
the  purchase  by  Air  France  of  a 
e-third  stake  in  its  airline,  Sabena 
orld  Airways.  But  analysts  are  won- 
ring  why  Brussels  wants  to  pair 
)ated  Sabena  with  another  state- 
•ned  money-loser.  The  answer  is  that 
erstaffed  Sabena  is  willing  to  try 
ything  to  wiggle  out  of  cutting  jobs 
the  shakeout  expected  in  the  airline 
iustry  when  Europe's  single  market 
ens.  The  government  spurned  deals 
th  KLM  and  British  Airways,  free- 
irketers  that  have  tough  restructur- 
l  plans  in  mind.  It  prefers  unde- 
inding  Air  France,   which  mainly 


wants  to  block  rivals  from  using  the 
Brussels  hub.  Belgium  is  forging 
ahead  with  a  costly  expansion  of  Brus- 
sels' Zaventem  airport — although  Air 
France  could  eventually  diminish  its 
clout  as  a  hub. 

POLAND  

The  Polish  government  appears  to 
be  underestimating  the  country's 
political  will  to  put  up  with  pain  for  the 
sake  of  economic  reform.  The  fledgling 
government  of  Prime  Minister  Jan  Ols- 
zewski seemed  determined  to  turn 
back  the  clock  on  economic  reform. 
But  in  early  March,  the  Polish  parlia- 
ment rejected  the  Prime  Minister's 
plans  to  increase  government  spending 


and  expand  the  money  supply.  Many 
economists  had  warned  that  such 
moves  would  reignite  hyperinflation. 

INDIA  

Prime  Minister  P.  V.  Narashimha 
Rao's  victory  in  a  vote  of  confi- 
dence on  Mar.  11  is  clearing  the  way 
for  shifts  that  are  radical  for  India's 
state-directed  economy.  The  new  Prime 
Minister  wants  to  allow  foreign  compa- 
nies control  of  their  joint  ventures  with 
Indian  partners.  Rao  is  also  pushing 
for  reductions  in  subsidies.  Since  last 
fall,  India  has  approved  more  than 
$100  million  in  foreign  investments,  in- 
cluding projects  by  IBM,  Du  Pont,  and 
General  Electric. 
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Budgets  get  cut.  Demai  it. 

Tradition  has  it  that  if  you  want  something  ; . 

done  for  less,  you  do  it  yourself.  So  once  again,  iiiiu, 

the  computer  world  defies  tradition.  inl 

IS  departments  arc  discovering  that  many  fro] 

''in-house"  functions  can  he  handled  more  iilio 

economically:  and  better,  bv  outside  specialists,  intp; 
Which  is  whv.  as  belts  tighten,  outsourcing  has 

become  a  hot  topic.  juij^ 

Its  also  whv  IBM  has  dramaticallv  expand(  ||\|. 
our  range  of  services,  to  provide  whatever  kinds 

of  support  you  need,  to  save  you  the  most  mone  ji,,^ 

For  example,  we  can  run  your  whole  i, 


«■  1991-ieMCo^Birat:G' 


1 


iiriifnilifciitWiiliiiiiiif  irifliitfcriaiMiiilii^^ 


lilinniifiH^ 


[t.  If  you  need  help^  we  have  it. 


a  center  (as  we're  now  doing  for  several  large 
tomers)  or  we  can  take  responsibility  for 
;cted  areas: 

From  disaster  recovery,  to  network  manage- 
nt,  to  application  development  and  engineer- 
.  to  training  your  people  and  helping  end 
rs,  to  installing  fiber  optics,  to  multivendor 
jgration  and  maintenance,  to  name  a  few. 

If  you  like,  we  can  begin  by  analyzing  your 
'ration  to  see  where,  or  if,  we  can  help  you. 
ou  don  t  need  us,  we  ll  sav  so.  But  if  we  can 
e  you  money,  we'll  show  you  how,  up  front. 


Wie  ll  also  put  you  in  touch  w  ith  similar  custom- 
ers so  you  can  share  their  experience. 

I  hc  idea  is  for  IBM  to  lighten  vour  IS  bur- 
den, to  free  vour  resources  so  vou  can  focus  on 
vour  core  business.  After  all.  our  core  business 
is  IS.  Vie  re  already  geared  for  just  about  anv 
problem  vou  re  likelv  to  face.  So  our  economies 
of  scale  can  mean  economv  lor  vou.  too. 

\o  learn  more  about  how  IBM  services  can 
help  vou  meet  both  vour  needs    —        —  — 
and  vour  budget,  call  us  E  EzfE 

at  1  '800  lBM-6676,  ext.  881.     =  =  =  -  =: 


DOWNWARD 
MOBIIITY 

CORPORATE  CASTOFFS  ARE  STRUGGLING  JUST  TO  STAY  IN  THE  MIDDLE-CLASS 


In  1988,  Allen  Stenhouse  had  a  steady 
annual  income  of  $50,000,  a  24-year 
career  in  insurance,  a  $279,000  condo 
in  West  Hartford,  Conn.,  and  a  marriage 
of  14  years.  He  had  worked  his  way  up 
the  hard  way,  going  to  Georgia  State 
University  at  night.  At  48,  he  had  served 
as  senior  treasurer  of  the  local  United 
Way  and  was  an  active  member  of  the 
Greater  Hartford  Arts  Council. 


Two  days  before  Christmas  that  year, 
Stenhouse  was  laid  off  as  business  man- 
ager of  CIGX.A.  Corp.'s  health  care  depart- 
ment. After  helping  McKinsey  &  Co.  cut 
his  department's  budget  by  209(,  Sten- 
house learned  that  he  would  join  the 
2,000  others  cut  by  CIGXA  at  that  time. 

Despite  good  outplacement  help,  in- 
tense networking,  dozens  of  interviews, 
and  hundreds  of  resumes  mailed,  Sten- 


house has  yet  to  find  permanent  work 
He  divorced  in  1989,  worked  for  mini 
mum  wage  in  the  stockroom  of  a  Mar 
shalls  Inc.  discount  store  in  1990,  am 
lost  $13,000  of  his  savings  starting  uj 
his  own  financial  consulting  business  ii 
1991.  Early  this  year,  his  condo  wa; 
foreclosed  and  auctioned  off.  He  owe; 
the  IRS  $22,000  in  back  taxes  and  penal 
ties  because  he  withdrew  his  401(k)  re 


JOB  DEATH:  GRIEVING 
AND  RECOVERING 

Dealing  with  downward  mobility  matches  the 
stages  of  dealing  with  death.  You  deny  the  reali- 
ty of  job  death,  it  happens,  you  suffer,  grieve, 
adjust  your  values,  then  act  to  recover 


IT'S  ALL  AROUND  YOU... 

Well-paying  jobs  in  large  corporations  are  per- 
manently disappearing  for  many  managers  and 
professionals.  Only  a  quarter  of  those  laid  off  will 
be  reemployed  in  big  companies.  The  rest 
will  work  for  smaller  companies,  consult,  or 
"temp"— at  20%  to  50%  less  pay 


BUT  IT  CAN'T  HAPPEN  TO  YOU 

You  see  friends,  relatives,  and  neighbors  lo  ■ 
their  jobs  and  failing  to  find  new  ones.  But  \  -  ^, 
company  is  too  profitable,  or  you're  too  pov 
within  the  organization.  And  you'd  never  b*  . ..^^ 
of  work  for  long:  You've  got  marketable  sk  .  ..^ 
and  a  golden  resume 
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!ment  funds  early.  Several  months 
),  he  sold  his  camcorder,  photocopier, 
1  fax  machine  to  pay  bills, 
'oday,  Stenhouse  lives  on  $1,039  a 
nth  in  Social  Security  disability  pay- 
nts  in  a  $575-a-month  apartment.  He 
;  no  medical  insurance  and  pays  for  a 
chiatrist  out  of  his  own  pocket.  "I 
'e  lost  the  fight  to  stay  ahead  in  to- 
r's economy,"  he  says.  "I  was  detei-- 
led  to  find  work,  but  as  the  months 
1  years  wore  on,  depression  set  in. 
J  can  only  be  rejected  so  many  times; 
n  you  start  questioning  your  own 
[-worth." 

,  AT  SEA.  Stenhouse  has  lost  more 

n  his  job:  He  has  lost  his  place  in 

iety.  Though  his  case  is  extreme,  he's 
alone.  After  years  of  layoffs,  the 

cter  of  downward  mobility  is  haunt- 
legions  of  once-secure  man- 

'rs  and  professionals.  They 

e  permanent  loss  of  the  in- 

ne,  possessions,  and 

tus  long  consid- 

d  the  defining 

mients   of  the 

Idle-class  life, 
corporate  stal- 

rts  such  as  Gen- 


eral Motors,  United 
Technologies,  and  IBM  join 
a  long  list  of  downsizing 
companies,  the  economic 
trajectories  of  thousands 
of  white-collar  workers  are 
plunging,  producing  deep 
social,  psychological,  and 
economic  dislocations. 
Managers  and  profession- 
als who  once  drew  their 
status  from  well-paying 
corporate  jobs  now  find 
themselves  cast  adrift, 
without  a  sense  of  person- 
al identity  for  the  present 
or  economic  security  for 
the  future. 

Behind  the  curtained  windows  of  com- 
fortable suburbs  such  as  Fairfield  Coun- 
ty in  Connecticut,  Lake  Forest  outside 
Chicago,  and  Danville  near  San 
Francisco,  stunned  families  are 
discovering  that  the  social  esca- 
lator is  going  down  for  the  first 
time  since  the  Great  Depres- 
sion. "It's  a  shock  of  the  high- 
est order  for  these  people  to 
find  themselves  downwardly 
mobile,  because  they  believed 


MANY  MANAGERS 
AND  PROFESSIONALS 
'SIMPLY  DON*r  KNOW 
WHERE  THEY  FIT 
OR  WHO  THEY  ARE 
ANYMORE' 


their  educational  creden- 
tials and  work  achieve- 
ments would  protect  them 
from  the  kinds  of  devasta- 
tion commdn  among  blue- 
collar  workers,"  says 
Katherine  Newman,  pro- 
fessor of  anthropology  at 
Columbia  University  and 
author  of  Falling  From 
Grace:  The  Experience  of 
Downward  Mobility  in 
the  American  Middle 
Class.  "Managers  and  pro- 
fessionals define  their  so- 
cial identity  through  occu- 
pation more  than  anyone 
else,  and  in  today's  mar- 
ketplace, many  simply  don't  know  where 
they  fit  or  who  they  are  anymore." 
'DUMPIES.'  Just  as  the  last  decade  was 
defined  by  yuppies  and  their  flamboyant 
material  excesses,  the  1990s  may  come 
to  be  the  age  of  "dumpies" — downward- 
ly mobile  professionals — and  their  strug- 
gle to  stay  in  the  upper  end  of  the  mid- 
dle class.  The  downwardly  mobile  aren't 
just  being  temporarily  cut  loose  in  a  re- 
cession. Since  the  mid-1980s,  as  corpora- 
tions liave  ri's]iondpd  to  global  competi- 


fTIL  IT  DOES 

e  to  downward  mobility.  You  spend 
trying  to  find  another  job  as  good  as  the 
just  lost.  You  use  up  all  your  savings, 
another  job  with  a  much  smaller  compa- 
ilf  the  pay,  but  that  doesn't  last  long 
Fhis  time  you  get  no  severance  package 


NOW  WHAT? 

You  face  reality  and  realize  your  family  income 
will  be  drastically  reduced  for  years.  Kiss  the 
credit  cards  and  vacations  goodbye.  Everybody 
in  the  family  works — your  spouse,  your  kids. 
You  turn  to  your  church  or  synagogue  for 
networking,  mortgage  money,  maybe  even  soup 


YOU  START  THE  CLIMB  BACK 

You  change  tactics  as  your  job  expectations 
change.  You  go  to  school  at  night  and  do  interim 
jobs  in  the  day.  You  join  the  family  business, 
start  a  new  one,  or  go  into  teaching.  Like  strug- 
gling generations  before  you,  you  focus  family 
resources  on  your  kids'  education 
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tion  and  technological  change  by 
merging  and  consolidating,  downsizing 
and  de-layering,  some  2  million  middle- 
management  positions  have  been  perma- 
nently eliminated. 

As  their  well-paying  jobs  vanish  forev- 
er, these  executives  are  plummeting 
down  the  occupation  ladder,  accepting 
less  income  and  status  as  they  fall. 
"Like  the  blue-collar  steel  and  auto 
workers  of  the  early  1980s,  most  of 
these  white-collars  will  never  get  back 
the  earnings  position  they  once  had," 
says  D.  Quinn  Mills,  professor  of  organi- 
zational behavior  and  management  at 
the  Harvard  business  school.  "These 
managers  and  professionals  won't  get 
the  jobs  back  in  the  big  companies  that 


pervading  America's  executive  class. 

The  newly  dispossessed  are  increas- 
ingly aware  that  they  often  have  no- 
where to  look  but  down.  When  big  cor- 
porations began  laying  off  white-collar 
employees  in  the  early  1980s,  90'/<  were 
quickly  reemployed  in  a  similar  job  in  a 
large  company  at  the  same  pay  or  bet- 
ter. In  the  late  1980s,  only  507<  "got  back 
in.  Today,  that  figure  is  down  to  25% 
and  falling,  according  to  Charles  Sweet, 
president  of  A.  T.  Kearney  Executive 
Search.  "There  just  aren't  those  jobs 
anymore,  and  they  can't  hope  to  ever  get 
them  again,"  he  says.  "They're  going  to 
have  to  think  of  other  ways  of  being 
employed." 

That  translates  into  taking  jobs  in 


ALLEN 
STENHOUSE 

His  24-year  career  in 
insurance  came  to  an 
end  when  he  was  laid  off 
two  days  before 
Christmas,  1988.  His 
home  has  been 
foreclosed,  and  his 
marriage  has  ended: 
'I  hove  lost  the  fight  to 
stay  ahead  in  today's 
economy.'  But  he's 
fighting.  He  sends  out 
resumes  every  day 


offered  that  special  kind  of  status  and 
security." 

Painful  as  downward  mobility  is  for 
those  affected,  it's  also  bad  news  for  the 
economy  as  a  whole.  In  the  1980s,  highly 
paid  managers  and  professionals  work- 
ing for  big  corporations  were  the  cream 
of  the  consuming  class,  borrowing  and 
spending  as  if  tomorrow  would  always 
be  better.  But  downwardly  mobile  fam- 
ilies make  lousy  consumers — and  so  do 
their  neighbors,  friends,  and  relatives, 
who  are  terrified  that  they  may  be  next. 
The  sharp  decline  in  consumer  confi- 
dence is  a  reflection  of  more  than  just 
the  recession.  It  is  also  a  measure  of  the 
sense  of  foreboding  that  increasingly  is 


smaller  companies,  performing  interim 
work,  or  becoming  self-employed — most- 
ly at  lower  compensation.  "It's  a  buyer's 
market  out  there,"  says  William  Morin, 
CEO  of  Drake  Beam  Morin  Inc.,  the  larg- 
est outplacement  firm  in  the  country. 
"Smaller  companies  can  pick  up  really 
talented  people  today  for  a  lot  less  mon- 
ey." The  head  of  human  resources  at  a 
$10  billion  corporation  averages  about 
$240,000  in  base  salary,  according  to 
Hewitt  Associates,  a  compensation  con- 
sulting firm  in  Rowayton,  Conn.  The 
same  job  pays  about  one-third  as 
much— $85,000— at  a  company  with  $100 
million  to  $200  million  in  sales.  For  the 
head  of  management  information  sys- 


tems, pay  drops  from  $170,000  tc 
$75,000,  and  for  controller  from  $200,001. 
to  $80,000.  And  benefits  fall  about  25%. 

True,  those  are  hardly  poverty  wages 
but  a  $100,000  pay  cut  is  a  rude  shock  al 
any  level,  and  a  painful  reversal  of  th( 
traditional  white-collar  expectation  thai 
the  next  job  will  always  be  bigger  anc 
better.  And  executives  v/ho  take  up  tern 
■porary  work  or  become  consultants  of 
ten  suffer  greater  declines  in  earnings 
and  may  lose  all  benefits. 
BREAD  AND  BUTTER.  Just  as  the  pain  0 
the  last  recession  was  felt  most  heavilj 
by  workers  in  the  Rust  Belt,  m.iddle 
management  in  service  and  high-tecl 
companies  is  feeling  a  disproportionat( 
pinch  this  time  around.  While  middlf 
managers  represen 
only  67'  to  TA  of  th( 
nation's  work  force 
16.8'/f  of  corporat( 
layoffs  have  com( 
from  their  ranks  ove: 
the  past  three  years 
according  to  a  199 
American  Manage 
ment  Assn.  survey 
Filling  jobs  for  mar 
agers  in  the  $60,000 
to-$80.000  bracke 
was  once  the  brea( 
and  butter  of  searcl 
firms.  Today,  sue 
searches  are  dow 
407'  to  50%,  say 
Sweet.  Those  jobs  ar 
likely  to  be  scare 
long  after  the  reces 
sion  ends,  adds  Gei 
aid  Roche,  chairma: 
of  search  firm  He 
drick  &  Struggle 
Inc.:  "Minima!  mar 
agement  and  minims 
administration  will  b 
with  us  for  at  least 
decade." 

And  even  thosi 
who  do  manage 
snag  one  of  the  dwi: 
dling  number  of  big-company  jobs  ofte 
discover  that  the  oversupply  of  banker: 
salesmen,  and  others  is  depressing  con 
pensation  levels.  For  example,  corporal 
staff  jobs  that  paid  starting  salaries 
$140,000  in  1989  now  offer' $118,000  J 
the  same  company,  according  to  Drak 
Beam  Morin.  Compensation  for  marke 
ing  and  sales  positions,  $85,000  bac 
then,  is  down  to  $76,000  (chart). 

But  managers  and  professionals  wh 
take  hefty  pay  cuts  are  the  lucky  one: 
At  least  they've  been  able  to  find  job; 
Last  May,  55-year-old  Gerald  Feldman  ( 
Hamden,  Conn.,  who  has  an  MBA,  lo: 
his  $57,000  job  as  director  of  finance  an 
administration  for  a  midsize  office-equi] 


I 
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it  retailer.  He  quickly 
a  part-time  job  work- 
for  a  tax  preparation 
'ice  at  $150  a  week, 
work  was  slow,  and 
recently  lost  the  post. 
Jman  currently  re- 
es  $270  a  week  in  ex- 
ied  unemployment 
jfits.  His  wife,  Elaine, 
is  the  chief  breadwin- 
making  $8  an  hour 
king  in  collections  for 
?tailer.  They  are  four 
iths  behind  on  their 
tgage  and  have  re- 
ed a  notice  of  foreclo- 
!  on  the  house  they 
3  lived  in  for  26  years. 
I  the  early  1980s,  they 
:  on  a  "humongous 
tgage,"  Gerald  Feld- 
i  says,  to  pay  for  col- 
;  and  advanced  de- 
2S   for   their  three 


GERALD 
AND  ELAINE 
FELDMAN 

Nearly  a  year  ofter 
Gerald  Feldman,  55,  lost 
his  job  as  a  director  of 
finance  and 
administration,  he  and 
his  wife  have  cashed  in 
their  life  insurance  and 
sold  their  jewelry. 
Elaine,  52,  has  become 
the  family  breadwinner, 
making  $8  an  hour 
working  in  collections  for 
a  retailer.  But  they  are 
about  to  lose  the  house 
they  have  lived  in  for 
almost  26  years.  Still, 
they  feel  their  marriage 
has  been  strengthened 
by  their  ordeal 


Jren:  an  attorney,  a 
;hologist,  and  an  envi- 
nentalist.  But  the  debt 
'ed  too  heavy  a  bur- 
when  the  bottom  fell 
of  the  family  income, 
lough  the  Feldmans 
3  cashed  in  their  life-insurance  poli- 
and  savings  bonds  and  sold  jewelry, 
lon't  see  any  way  we  can  save  the 
36,"  Elaine  Feldman  says.  "You  get 
discouraged  and  accept  the  fact  that 
■ything  you  dreamed  of  and  planned 
is  not  there  anymore." 
s  neighbors  watch  friends'  houses 
g  foreclosed  and  sold,  they  are  dras- 
ly  changing  the  way  they  live.  Even 
e  who  haven't  lost  their  jobs  are 
nning  to  plan  for  the  worst,  map- 
;  out  edgy,  defensive  strategies  in  a 
to  maintain  some  sense  of  security  in 
uddenly  threatening  world.  Thou- 
Is  of  managers  and  professionals 


who  are  still  working  ut  their  corporate 
desks  are  playing  "What  if?"  at  kitchen 
tables  with  wives  and  husbands.  They 
are  cutting  family  expenses  sharply — 
some  by  507< — and  two-income  families 
are  trying  to  live  on  just  one.  Saving  is 
vital  because  job  searches  have  become 
career  searches  lasting  up  to  18  months, 
triple  the  average  of  the  early  1980s. 
COUPON  CLIPPERS.  That  sort  of  planning 
can  make  the  difference  between  peer- 
ing over  the  precipice  of  downward  mo- 
bility and  plunging  off  it.  Stephen  Ness 
of  Parsippany,  N.J.,  was  making  a  six- 
figure  salary  as  a  human  resources  man- 
ager before  he  was  laid  off  from  Sim- 


monds  Precision  Engine  Systems  in 
March,  1991.  But  he  had  already  lost  one 
job  in  the  leveraged  buyout  of  Beatrice 
Cos.  in  1985,  an  experience  that  made 
him  cautious.  From  then  on,  the  family 
bought  its  clothes  at  discount  and 
clipped  coupons  for  groceries. 

Both  Ness  and  his  wife,  Pat,  had  been 
frugal  long  before  the  management 
meltdown  struck  Corporate  America. 
They  started  earmarking  funds  for  their 
children's  education  about  the  time  they 
bought  their  house,  17  years  ago.  By 
setting  aside  separate  funds  for  Jennifer 
and  Michael's  education,  Ness  avoided 
the  need  to  assume  a  crushing  second 
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'\CK 
r.ARSON 

Just  before  his  bank 
merged  and  began 
downsizing,  Korson  left 
and  bought  into  a 
wholesale  fish  business. 

?  s  starting  at  the 
Doriom,  at  the 
company's  West  Palm 
Beach  plant.  In 
America's  social 
calculus,  handling  fish 
may  be  a  step  down 
from  handling  loan 
requests — but  as  a  part- 
owner,  he'll  have  more 
control  of  his  own 
destiny 


mortgage  on  his  house  when  the  jol) 
market  gave  out  under  his  feet. 

And  just  as  downward  mobility  can 
devastate  a  family,  family  support — 
both  emotional  and  financial — can  avert 
a  crisis.  Ness's  wife,  for  example,  is 
playing  a  key  role  in  tiding  the  family 
over  while  her  husband  researches  new 
jobs  and  perhaps  a  new  career.  She  went 
from  temporary  to  full-time  work  as  an 
administrative  assistant  at  a  nearby 
American  Telephone  &  Telegraph  Co. 
operation,  and  the  family 
went  on  her  benefits  pro- 
gram, saving  $400  a  month. 
'Through  her  efforts  and 
the  family's  j)lanning,  the 
Nesses  have  leveled  off  in 
their  decline,  buying  time 
for  the  climb  back  up. 

For  others,  the  prospect 
of  being  kicked  off  the  cor- 
porate fast  track  has  led  to 
a  questioning  of  the  values 
of  money  and  materialism. 
They  are  rediscovering 
public-service  values  that 
were  parked"  during  the  go- 
go  1980s.  Occupations  such 
as  teaching  and  social  work 
not  only  offer  new  mea- 
sures of  self-worth  for  peo- 
ple dumped  from  big  corpo- 


rations but  also  often  provide  a  stable,  if 
somewhat  lower,  niche  in  the  middle 
class. 

Bryson  Edmonds,  31  years  old, 
seemed  headed  for  yuppie  heaven.  The 
son  of  a  successful  engineering  execu- 
tive in  Birmingham,  Ala.,  he  received  an 
engineering  degree  from  the  University 
of  Virginia,  an  MBA  from  Harvard  busi- 
ness school  in  1989,  and  a  job  at 
PaineWebber  Inc.  in  New  York  in  1990. 

But  times  were  tough  on  Wall  Street, 


EUGENE 
STAHNKE 

He  turned  to  a  church- 
sponsored  employment 
counseling  center  for 
help  when  he  was  laid 
off  after  1 2  years  as  a 
corporate  attorney. 
'They  give  me  emotional 
support,  and  just  by 
having  a  place  to  go,  I'm 
meeting  other  people,' 
he  says 


and  people  were  being  la 
off  all  around  him.  On 
weekend  trip  home,  E 
monds  was  asked  by  son 
of  Birmingham's  businei 
leaders,  colleagues  ar 
friends  of  his  father 
build  a  program  promotir 
math  and  science  educatic 
in  the  schools.  Edmonc 
agreed,  and  quit  PaineWe 
ber — -four  weeks  before 
downsized  and  fired  two  ( 
his  Harvard  B-school  clas 
mates.  Edmonds  left  befo: 
his  annual  bonus  and  ga^ 
up  about  $90,000  in  tot 
compensation.  He  no 
makes  $60,000  a  year  ; 
head  of  a  special  mathema 
ics  and  science  program 
the  Alabama  School  of  Fir 
Arts,  a  Birmingham  pub) 
school  that  draws  its  st 
dents  from  all  over  t\ 
state.  Edmonds  is  buildir 
a  staff  and  curriculum  for 
120-student  program 
grades  9  through  12.  "D 
ing  this  is  very  rewarding 
says  Edmonds.  "I  ha\ 
family  roots  in  Alabam 
This  is  home." 
ON  THEIR  OWN.  Managei 
are  even  trying  a  bit  of  t 
chemy — transforming  themselves  fro 
office  drones  into  red-blooded  small-buf 
ness  owners.  As  generations  of  imn 
grants  have  known,  owning  your  ow 
business  may  be  the  surest  way  to  clar 
ber  into  the  middle  class.  Now,  it  may  i: 
the  best  way  to  stay  there.  And  ownir 
a  business  may  also  be  a  way  to  restoi 
the  feelings  of  autonomy  and  achiev 
ment  that  managers  and  professiona 
once  had  in  their  work  lives  at  big  corp 
rations.  At  night  in  their  dens,  they'i 
running  numbers  on  fra 
chises  and  mom-and-pc 
shops  up  for  sale.  Mar 
are  talking  to  paren' 
about  going  into  the  fami 
business  or  tapping  the 
inheritance  to  start  one 
their  own.  "The  people  wl 
will  come  out  of  this 
winners  are  those  who  su 
cessfully  start  their  ow 
companies,"  says  Ha 
vard's  Mills.  "I  mean  t\ 
57t — if  that — who  becon 
entrepreneurs." 

One  who  may  make  tl| 
tr-ansition  is  Jack  Karso, 
who  gave  up  banking  f(] 
fishmongering.  Karsc 
went  straight  to  super-rj 
gional  bank  ncnb  Corp. 
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IT  WAS  LOVE  AT  FIRST, 
SECOND  AND  THIRD  SIGHT. 


300ZX  didn  I  tuvc  in,>„gl,  „p   „,  „,,. 

crrasc  u  no<  iuKsiaiii,a|_||„,  , 
Iwndlly  So  «c  p»  led  ,|„.  HTO/x  I  „rl,„ 
mcd.)  ,.,  .aep,  ,.        ^„  „„„,^  _„ 

has  thef.cs.;omh„u.K.„ol  sm.H.H.iRs. 
dHou  »Mtr$3!-i,()0(>  (!,(„(] 

Ihc  M^s^.^n  :itW|/\  „if,.,^  „^ 
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<i  2  TEN 


EST  CARS 


Nissan  300ZX  Turbi> 


A*,  our  grittjp  ot  Vvn  Bi-sl  volcr'K  ilnnc 
the  .VIOZX  Turtwi  and  Litni[ijrcil  this  lwi»- 
Ncai  hcauiv  wiih  fiv  awnptniion.  ihc  .idjcc- 
livc  "ctvilj/al"  phit;  mnrc  cjon-  inio  wide 
use  As  well  II  should,  lor  Ihis  tar— .li 
what  ci>uld  be  defended  as  .1  modtsi 
$36,ft>'>— firings  h  new  feci  10  Uiuring  in 
Ihc  grand  manner,  II  is  pyrticularly  rtwurd- 
ing  lo  ihe  enlhustast  lo  see  him  far  Nivsan 
has  laken  the  idea  of  ihf  s(x)rts  cjr  The 
3(KJZX  is  a  dislani  mechiinic.il  rchilivc  i)t 
^  the  240Z  thai  appeared  tweiily  years  ago, 
t>ui  ft  remains  close  in  spini  id  that  gnmnd- 
hre^aker 

Ni-isan's  3(MJZX  line  nITtrs  yim  iwo 
engines,  normally  aspiraicd  nr  lur- 
htvcharged  and  inicrcooled.  hut  unless 
yiftj're  averse  fu  owning  (he  besi  ihinj;  of 
lis  kintl,  at  a  rKiminal  price  penjltv,  s,iv 
gtl  the  turtxuhargfd  virsmn  which  is 
apiin  the  <me  that  yets  our  len  Bc-st  mvl 

For  the  purest  kind  of  drtvin^  s.iIisI;k' 
li(tn  on  (hal  perfect  rt)ad  on  that  perlcti 
day,  the  Nissan  3mZX  I  urbn  ^'cls  om 
vole  as  the  perfect  car. 


Seldom  has  one  automobile  inflamed  so  much 
passion  among  the  experts  as  has  the  Nissan"  300ZX'' 
Turbo.  For  three  years  in  a  row,  theTurbo  Z"  has 
been  named  to  Car  and  Drivers  10  Best  List  as  well 
as  Automobile  Magazine's  All  Stars  List.  And  in 
the  February  1992  Car  a/ic/Dr/Ver  comparison,  the 
Turbo  Z  put  to  rest  any  ideas  the  Chevy  Corvette, 


Lotus  Elan  and  new  Mazda  RX-7  Turbo  had  about 
coming  between  us." No  ambivalence ...  no  contro- 
versy. .  we  all  loved  it ...  the  perfection  of  it  completely 
wins  us  over"  they  said.  To  w^ch 
we  say  "Thanks.  It's  been  a  breath- 
taking three  years  for  us,  too" 
And  they  said  it  wouldn't  last. 


NISSAN 


BUILI  l  OR  THE 
HUMAN  RACE:' 


For  morcii-dormaaon  call  1-800-NISSAN-6  Smart  people  always  read  the  fine  print  And  the\' always  wear  their  seat  belts  Actual  rexrfro/nCar  and  Driver  Format  altered  tor  adverasement 


1983  after  getting  his  mas- 
ters degree  in  finance  from 
the  University  of  Alabama. 
He  moved  up  fast,  and  by 
1990  was  vice-president  in 
charge  of  credit  policy  for 
south  Florida. 

Still,  with  the  industry  in 
turmoil  and  opportunities 
shrinking.  Karson  began 
to  suspect  that  he  didn't 
have  much  of  a  future  in 
banking.  "I  wanted  to  con- 
trol my  own  destiny,"  he 
says.  While  he  was  still 
working  at  NCKB,  he  began 
researching  small  busi- 
nesses on  weekends  and  at 
night.  Like  many  others 
seeking  alternatives,  Kar- 
son first  considered  franchises,  but  de- 
cided he  didn't  like  the  numbers. 

Then  he  looked  at  buying  into  a  com- 
pany. Karson  lives  in  Boca  Raton,  Fla., 
so  he  screened  wholesale  and  service- 
industry  companies  that  might  do  well  in 
southern  Florida.  Four  years  back,  Kar- 
son had  won  Miami-based  National  Fish- 
eries Inc..  a  small  private  seafood  whole- 
saler, as  a  client  for  XCXB.  The  owner 
wanted  to  expand.  Just  months  before 
XCXB  merged  with  C&S/Sovran  Corp. 
and  downsized,  Karson  bought  in.  He 
started  at  the  bottom,  processing  fish  at 
the  company's  facility  in  West  Palm 
Beach.  In  six  months,  he'll  move  to  head- 
quarters, back  to  a  clean  desk.  In  Ameri- 
ca's social  calculus,  handling  fish  may  be 
a  step  down  from  handling  requests  for 
loans.   But  the   social   escalator  may 


MANY  NEWLY  MINTED 
'CONSULTANTS'  ARE 
JUST  DOING  MENIAL 

WORK  FOR  CASH 
TO  PAY  BILLS  AS  THEY 
SEARCH  FOR  A 
PER^L^.NENT  JOB 


be  moving  up  again  a  lot 
faster  for  Karson  than  for 
others. 

Another  former  banker, 
J.  Thomas  Byrom  of  San 
Francisco,  is  also  hoping 
that  self-employment  will 
give  him  a  way  back  up 
the  social  escalator.  Last 
summer,  the  45-year-old 
was  making  $117,000  as  se- 
nior vice-president  in 
charge  of  branch  analysis 
at  First  Nationwide  Bank. 
The  Stanford  University 
MBA  had  spent  18  years 
climbing  the  banking  lad- 
der and  was  sitting  pretty 
on  an  expensive  2.4-acre 
homesite  in  the  San  Fran- 
cisco suburb  of  Danville.  Then,  he  found 
a  separation  package  on  his  desk  one 
day  and  left  with  3V2  months"  severance. 
Byrom  is  now  selling  insurance  on  com- 
mission as  a  Northwestern  Mutual  Life 
Insurance  Co.  agent.  His  wife,  Rebecca, 
has  started  a  business  raising  herbs  in 
their  garden  to  craft  into  wreaths  and 
other  gifts.  She's  hoping  for  a  profit  of 
$10,000  to  $15,000  next  year.  So  far, 
Thomas  Byrom  has  sold  15  policies,  with 
a  goal  of  100  the  first  year  out.  That 
would  give  him  a  six-figure  income.  "It's 
fun,  and  I'm  committed,"  he  says.  "Get- 
ting fired  will  affect  my  life  for  the  bet- 
ter, even  though  it  will  be  rocky  here  for 
a  couple  of  years." 

It's  rockier  still  for  the  tens  of  thou- 
sands of  laid-off  managers  and  profes- 
sionals going  into  consulting.  Consulting 


is  one  of  the  fastest-growing  occuj- 
tions  in  the  U.  S.,  but  not  so  much  I- 
cause  people  are  making  a  good  living  tj 
it.  For  many,  the  term  is  a  polite  fictiil 
to  cover  doing  menial  work  for  cash  ij 
pay  bills  while  searching  for  permantti 
employment. 

That  kind  of  "consulting"  can  be  di- 
gerous.  A  mid-level  manager  who  ws 
laid  off  from  his  $60,000  aerospace-- 
dustry  job  about  a  year  ago  found  hi- 
self  driving  a  limo.  At  one  point,  he  wj 
putting  in  80  hours  a  week.  That  kf' 
almost  no  time  for  the  thing  that  w 
most  important — his  job  search. 
SPIRITUAL  AID.  If  the  chill  of  downwa 
mobility  is  forcing  some  to  take  shell 
in  self-employment,  it's  also  causi 
many  to  seek  sanctuary  in  the  chur 
and  synagogue.  From  the  Asylum  E 
Congregation  Church  in  Hartford  to  t 
North  Shore  Synagogue  in  Glencoe,  I 
religious  organizations  are  playing 
growing  role  in  helping  individuals  coj 
Church-backed  centers  are  helping  th 
congregation  members  form  networl 
providing  them  with  job  listings,  a 
coaching  them  on  interviewing  with  il 
cruiters  and  headhunters.  Quietly,  ma 
are  even  lending  money  to  help  me 
bers  pay  their  mortgages. 

Perhaps  most  important,  churches  a 
synagogues  are  helping  their  congrej 
tions  overcome  the  shame  that  can 
company  layoffs  and  downward  mol 
ity.  The  First  Presbyterian  Church 
Lake  Forest,  in  a  Chicago  suburb,  set 
a  Career  Resource  Center  in  Septemb 
1990,  after  one  of  the  church's  deaco 
lost  her  job  in  the  mid-1980s.  "She  si 


PREPARING  FOR  THE  SL 


DOWNSCALE  NOW 

Start  living  the  New  Frugality.  Even 
if  you  still  have  your  job,  cut  your 
cash  outflow — especially  if  you're 
a  two-income  family.  Prepare  a 
battle  plan  that  assumes  you  might 
be  laid  off  tomorrow,  out  of  work 
for  18  months,  and  reemployed  at 
50%  less 


TURN  TO  R^IILY 

If  you  do  lose  your  job,  it's  a  family 
crisis,  not  just  a  job  problem.  You 
need  your  family's  emotional  sup- 
port— and  maybe  their  financial 
support,  too.  Working  spouses  and 
children  can  provide  critical  emer- 
gency income  to  ease  a  decline  in 
living  standards 


RETHINK  VALUES 

Odds  are,  your  next  job  will  be 
worse  and  pay  less  than  your  last. 
Merit,  achievement,  and  loyalty  no 
longer  guarantee  advancement.  So 
stop  totally  identifying  your  status 
with  occupation,  income,  and  ex- 
pensive toys.  Decide  how  much 
money  is  really  enough 


REACH  OUT 

Since  your  next  job  may  be 
completely  different  industr 
work  for  jobs  through  organ 
that  hove  nothing  to  do  with 
current  occupation.  Try  alur 
sociations,  women's  and  m< 
groups,  gyms.  But  don't  wo 
laid  off  before  networking  | 
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one  should  go  through  that  experi- 
e  alone,"  says  Thomas  Slocum,  a  vol- 
eer  at  the  center. 

he  center  has  been  a  boost  to  Chris- 
Verdonk,  who  recently  saw  her  fam- 
)wned  and  -operated  electroplating 
iness  in  Chicago  go  bankrupt.  "The 
icipal  thing  it  did  was  give  me  sup- 
;  from  my  neighbors  and  peers,"  she 
3,  "especially  on  the  days  when  I 
I't  feel  like  getting  up."  Through  the 
:er,  a  retired  vice-president  of  Amoco 
p.  is  now  helping  Verdonk  write  her 
ime. 

ugene  Stahnke  is  getting  practical 
)  from  a  church-sponsored  group  in 
search  for  new  employment.  The  45- 
r-o!d  corporate  attorney  was  laid  off 
uly,  1991,  after  12  years  at  Echo  Inc., 
apanese-owned  outdoor-equipment 
lufacturer  in  Lake  Zurich,  111.  Some 
of  the  administrative  staff  at  Echo 
cut  with  him.  The  Career  Renewal 
ter  of  Holy  Cross  Catholic  Church  in 
Durban  Deerfield,  111.,  is  providing 
mke  with  an  attorney  from  Chicago 
firm  Ross  &  Hardies  who  counsels 
on  the  legal-employment  market.  It 
put  Stahnke  into  contact  with  a 
munications  professor  at  De  Paul 
v'ersity  who  is  helping  with  interview 
iniques. 

IBURGERS  AND  CHICKEN.  Stahnke  has 
ed  family  members  to  fight  the  sud- 

threat  of  downward  mobility,  and 
r  responded  by  scaling  back  their 
;tyle  immediately.  Stahnke  used  his 
jrance  to  pay  off  credit-card  bal- 
5S,  and  his  wife  cut  the  food  budget 

by  switching  to  chicken  and  ham- 
per from  roast  beef  and  dining  out. 

only  clothes  he  has  bought  in  the 


STEPHEN  AND 
PAT  NESS 

As  a  family,  they 
planned  for  the  worst. 
Early  on,  they  put  aside 
money  for  their 
children's  education, 
bought  a  modest  house, 
and  watched  their 
spending.  When  Stephen 
lost  his  six-figure  post  in 
human  resources.  Pot 
started  working  full- 
time.  The  result:  They 
have  weathered  the 
storm  of  unemployment 
better  than  most 


past  eight  months  were  shirts  and  a  belt 
for  interviews.  His  wife,  Robbi,  got  a  job 
as  a  secretary  in  October  at  a  local  steel 
company.  Their  sons'  parochial  school 
has  been  letting  them  pay  less  than  full 
tuition.  So  far,  they've  kept  up  their 
mortgage  payments. 

Coping  with  downward  mobility  will 
be  the  single  most  important  economic 
and  social  conundrum  facing  many  man- 
agers and  professionals  in  the  1990s. 
The  era  of  consumption  is  gone,  replaced 
by  an  age  of  retrenchment,  adjustment, 
and  climbing  back. 

For  many,  the  restructuring  of  Corpo- 
rate America  may  provide  opportunities 
for  new  careers  or  new  goals.  For  oth- 


ers, it  can  mean  the  realization  of  old 
dreams  of  entrepreneurship.  For  a  few, 
the  economic  changes  translate  into  a 
simple  struggle  to  stay  in  the  middle 
class. 

Allen  Stenhouse  still  sends  out  re- 
sumes every  day.  He  went  on  four  job 
interviews  in  the  first  week  of  March 
alone,  including  one  for  a  marketing 
post  at  Bess  Eaton  Donut  Flour  Co.  in 
Rhode  Island.  He  is  determined  to  recap- 
ture the  piece  of  the  American  Dream 
that  he  lost  somewhere  along  the  way. 

By  Bruce  Nussbaum  in  New  York,  with 
Ann  Therese  Palmer  in  Lake  Forest.  III., 
Alice  Z.  Cuneo  in  Danville.  Calif.,  and 
Barbara  Carlson  in  Hamden.  Conn. 


m  HOW  TO  SURVIVE  IT 


i\\  CKEbLMlALb 
nain  in  business,  pick  up 
learn  a  language,  and  add 
salable  skills  as  possible, 
light  or  on  weekends 
J  still  have  that  well-pay- 
oin  other  corporate  refu- 
sing to  graduate  school  for 
irk  or  teaching 


CALL  YOUR  PARENTS 

Receiving  a  portion  of  your  inheri- 
tance early  can  moke  a  big  differ- 
ence. In  a  bad  pinch,  money  from 
your  folks  can  stop  the  slippery 
slide  of  downward  mobility.  It  can 
pay  the  mortgage  and  the  kids' 
education  bills,  or  provide  the  capi- 
tal to  start  over  on  your  own 


WORK  FOR  YOURSELF 

Most  executives  laid  off  these  days 
think  about  owning  a  business.  It's 
risky — but  at  least  you  can't  be 
fired.  Start  researching  franchises, 
consultancies,  mom-and-pop 
shops,  or  the  family  business  you 
didn't  want  to  go  into  before.  Turn 
a  hobby  into  a  business 


DO  GRUNT  WORK 

Plenty  of  people  are  performing 
menial  work  for  quick  cash  to  pay 
bills.  It's  not  the  worst  thing  in  the 
world — within  limits.  Don't  get 
caught  up  working  80  hours  a 
week  painting  houses  or  driving  a 
limo  while  neglecting  your  search 
for  another  job 


STORY 
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Sun  SPARCstation  ELC 


Save  S5.  Gain  14  MIPS. 


•us.  list  price  for  grayscale  displaywith  disl<less.8MB  of  memory  SPErmarl<s:  HP  Apollo,  :j4;  Sun,  20  3,  MFLOPS:  HP  Apollo,  8.4,  Sun.  3. 
©1992  Hewlett-Packard  Company  ADCSWGOIS 


HP  Apollo  Series  700  Model  705 


ith  the  new  HP  Apollo  Series 
lO  Model  705  RISC  workstation, 
u'll  also  gain  an  additional  13.7 
»ECmarks.*  And  5.4  MFLOPS.* 

I,  while  the  difference  in  price 
just  a  pleasant  surprise,  the 
Fference  in  performance  is 
tonishing. 

id  that  $5  savings  won't  short 
lu  on  anything.  We've  designed 
e  Series  700  to  optimize  X-win- 
)w  performance.  Wliat's  more, 
ir  Model  705  has  a  19"  gray- 


scale display  (Sun  only  offers  a 
17"  monochrome  display  on  the 
ELC).  And,  with  over  1,800  appli- 
cations already  available,  you're 
ready  to  get  up  and  running  fast. 

The  open  architecture  of  our 
workstations  also  lets  them  work 
smoothly  in  a  multivendor  envi- 
ronment. And, 
if  you  should 
need  our  help, 
HP's  worldwide 
support  is  at 
your  service. 


So  caU  1-800-637-7740,  Ext.  2789. 

We'll  show  you  a  very  fast  way  to 
save  money. 


HEWLETT 
PACKARD 


SCIONS  I 


A  TALL  ORDER  FOR 
THE  PRINCE  OF  BEERS 


The  son  is  rising,  although  Budweiser  has  slipped  a  bit.  Meanwhile,  dad  is  keeping  a  tight  rein 


As  the  lights  dimmed  in  the  Orlan- 
do Civic  Center's  huge  auditori- 
um, thousands  of  Anheuser- 
Busch  wholesalers  and  salespeople 
settled  happily  into  their  seats  and  wait- 
ed for  the  bimbos  to  appear.  Anheuser- 
Busch's  monolithic  Budweiser  brand  was 
slipping  in  sales  for  the  third  year  run- 
ning, and  the  giant  brewer  had  promised 
a  207'  hike  in  ad  spending — meaning 
Americans  could  expect  to  see  $250  mil- 
lion worth  of  Budweiser  marketing  sup- 
port in  1992.  In  the  beer  business,  more 
money  usually  means  more  babes  in  bi- 
kinis. And  that  was  fine  with  the  room- 
ful of  graying  wholesalers  assembled 
for  their  annual  October  sales  bash. 

But  when  the  video  started,  the  only 
woman  on  the  screen  was  a  gussied-up 
grandmother  wielding  an  electric  guitar. 
The  ne.xt  spot  had  no  women  at  all,  just 
a  weird  old  Hawaiian  guy  confounding 
a  group  of  futuristic  young  surfers — 
and  the  conventioneers — by  saying 
"groovy."  This  was  no  way  to  sell  beer, 
the  wholesalers  thought  with  dismay. 
Recalls  George  Couch,  president  of  an 
A-B  distributorship  in  Watsonville,  Calif.: 
"Those  ads  were  met  with  all  the  enthu- 
siasm of  a  cold  shower." 

Leaning  against  the  podium  when  the 
lights  came  up  was  August  Busch,  natti- 
ly turned  out  with  slicked-back  hair  and 
a  sharp-toed  pair  of  cowboy  boots.  The 
resemblance  was  uncanny,  but  this 
wasn't  August  A.  Busch  III,  chairman 
of  Anheuser-Busch  Companies  Inc.  The 
man  trying  to  explain  that  the  trendy 
new  ads  were  designed  to  lure  back 
young  drinkers  was  the  chairman's  27- 
year-old  son,  August  A.  Busch  IV.  Sure, 
the  new  Budweiser  brand  manager 
looked  like  his  dad,  but  was  this  kid 
serious  with  these  ads?  "Some  of  us 
were  a  little  leery,"  admits  John  E.  Dick- 
erson  Jr.,  a  Monroe  (Ohio)  distributor. 
'WITH-IT.'  Although  "the  Fourth"  was 
grilled  mercilessly  that  day  in  Orlando,  it 
turned  out  the  ads  he  had  championed 
did  better  in  market  research  than  the 
bouncing  bimbos  the  distributors  had 
wanted.  They  were  so  successful  among 
young  drinkers,  in  fact,  that  a  wholesal- 


ers' group  apologized  to  the  young  Au- 
gust at  their  next  meeting,  conceding 
that  he  was  "a  lot  more  with-it"  than 
they  were.  August  III,  standing  next  to 
his  son  at  the  ceremony,  permitted  a 
rare,  tight  smile  to  cross  his  face.  "Son," 
he  said,  "don't  let  it  go  to  your  head." 

The  wholesaler  test  was  the  the  most 
public  chapter  yet  in  the  grooming  of 
Augie — an  exacting  apprenticeship  craft- 
ed by  August  III  for  his  eldest  son.  It 


began  with  the  thimbleful  of  Budweis 
August  IV  received  on  the  day  he  w 
born.  Now,  young  August  is  manager 
A-B's  most  important  brand.  The  positi 
caps  a  frothy  rise  through  the  ranks 
the  nation's  No.  1  brewery  that  shou 
be  familiar  to  anyone  who  watched 
father  ascend  to  the  chairman's  se 
during  the  '60s  and  '70s.  August  IV 
the  fifth-generation  Busch  to  advance 
the  company  (table).  And  as  long  as 
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Despite  some 
serious 
run-ins  witii 
tiie  law, 
August  IV  gets 
iiigii  marics 
from  company 
executives  for 
being  a  quicic 
study*  But  dad 
is  unwavering: 
Tiie  Fourtii 
must  perform 
to  advance 


ps  performing,  he  has  every  chance 
ollowing  in  his  father's  footsteps, 
or  now,  though,  there's  no  doubt 
I's  in  charge  of  Anheuser-Busch.  In- 
iews  with  August  III,  August  IV, 
many  close  associates  confirm  that 
father  is  molding  the  son  in  his  own 
ge.  In  the  mid-1970s,  August  III  or- 
ized  the  ouster  of  his  own  father  as 
when  it  became  clear  the  old  man 
n't  up  to  battling  the  onslaught  of 
er  Lite.  Now,  he  appears  to  be  reach- 
into  the  future,  tapping  the  next 
eration  through  his  son. 
CK  STUDY.  That's  not  to  say  August 
ioesn't  have  a  mind  of  his  own.  De- 
'i  an  adolescence  riddled  with  rich- 
run-ins  with  the  law,  he  gets  high 
ks  among  former  and  current  com- 
^  executives  for  being  a  quick  study, 
father  is  unequivocal  that  August 
must  perform  to  advance.  "There  is 
guarantee  that  August  has  a  direct 
of  succession  in  this  corporation," 
says.  Adds  Joseph  Corcoran,  the 
rth's  predecessor  as  Budweiser's 
id  manager:  "Does  Aug  have  an  ad- 
tage  over  a  guy  named  Joe  Corco- 


ran? Yeah.  But  if  he  doesn't  work  his 
butt  off,  it  won't  happen." 

Clearly,  Augie  is  getting  his  chance  at 
a  crucial  time.  The  Budweiser  brand  pro- 
duced nearly  40'/'  of  the  publicly  traded 
company's  $12.6  billion  in  1991  sales.  It 
poured  out  about  half  of  its  $1.7  billion 
in  operating  profits.  For  years.  Bud  has 
been  the  brewing  industry's  behemoth, 
accounting  for  one  out  of  every  four 
beers  chugged  by  Americans  each  year. 

Yet  the  King  of  Beers  faces  what 
could  turn  into  a  big  problem — namely, 
three  straight  years  of  declining  ship- 
ments. Bud  suffered  its  steepest  drop  in 
1991,  as  recession-weary  consumers 
traded  down  to  lower-priced  brews,  such 
as  Busch  and  Natural  Light,  following  a 
1007(  hike  in  the  federal  excise  tax.  In- 
dustry newsletter  Beer  Marketer's  In- 
sights estimates  that  Bud  shipments  fell 
by  5.2'^  last  year,  double  the  industry's 
decline. 

That's  why  August  III  keeps  his  son 
on  a  tight  rein.  Father  and  son  often 
share  long,  private  conversations  com- 
muting by  helicopter  to  and  from  Wald- 
meister  Farm,  August  Ill's  2,000-acre 
estate  in  Missouri.  August  III 
routinely  calls  as  early  as  6 
a.m.  and  sometimes  late  into 
the  evening  to  chew  over  mar- 
keting promotions  or  bounce 
around  ad  strategies  for  Bud. 
"There's  not  a  day  in  the 
week  where  he  doesn't  ask 
me  a  question  or  give  me  a 
hard  time  about  something," 
says  August  IV. 
DUCK  HUNTING.  At  a  conclave 
to  discuss  ads  for  St.  Pat- 
rick's Day  and  the  upcoming 
Summer  Olympics,  the  Fourth 
rejects  a  series  of  possible 
new  rock-concert  Bud  signs 
presented  by  a  half-dozen  or 
so  creative  types  from  ad 
agency  D'Arcy  Masius  Ben- 
ton &  Bowles  Inc.  He  shakes 
his  head,  looking  over  the 
Bud  logo  rendered  in  shades 
of  blue,  white,  and  red.  "Re- 
member your  directives?"  he 
asks.  "We  got  to  do  it  in  red, 
guys,  or  else  we  get  fried.  We 
can't  do  something  different 
when  he  told  us  so,"  referring 
to  Dad's  insistence  that  the 
Bud  logo  stay  red.  "If  you 
want  to,  go  upstairs  and  show 
it  to  the  chief ..."  There's 
nervous  laughter  all  around, 
and  someone  says:  "Yeah, 
and  I'll  watch  with  binoculars 
when  you  do!" 

The  Fourth's  on-the-job 
training  began  at  15,  driving  a 
forklift  at  a  wholesaler's 
warehouse.  His  next  job  was 
shoveling  Anheuser's  trade- 


THE  BUSCH 
DYNASTY 


l^pOtPHUS  BOSCH 


German  immi- 
grant turned  Gilded  Age 
tycoon.  Took  over  the 
brewery  in  the  1870s 
from  his  father-in-law, 
Eberhord  Anheuser. 
Using  advertising  and 
refrigerated  railroad 
cars  to  expand,  pushed 
A-B  pastPabstin  1901  to 
become  No.  1  brewer 


I^UGUST  A.  BUSCjTsp 


Shy  and  retiring, 
he  shepherded  the  brew- 
ery through  Prohibition 
selling  yeast  to  boot- 
leggers. Also  launched 
nonalcoholic  drinks 
such  as  Bevo  and  Kicko 
Repeal  brightened  A-B's 
prospects  but  not  his. 
Financial  and  family 
troubles  led  to  his  suicide 


."Gussie' 


playboy- 
businessman  who  had 
1  1  children  by  three 
wives.  August  III  engi- 
neered his  ouster  as 
CEO  in  1975.  Bought 
the  St.  Louis  Cardinals 
baseball  team  in  1953. 
In  later  years,  drove  a 
team  of  Clydesdales 
around  Busch  Stadium 
before  games 


AUGUST  A.  BUSCH  Hf 


A  renegade  in 
his  early  years,  he  never 
graduated  from  college. 
Became  a  hard-nosed 
workaholic  who  fought 
off  a  thrust  by  Philip 
Morris'  Miller  Lite  brand. 
Anheuser-Busch's  industry 
dominance  is  a  tribute  to 
the  current  CEO's  iron  wi 


AUGUST  A.  BUSCH  fu 

Keeping  with 

tradition,  August  IV 
showed  his  wild  side 
early.  After  two 
run-ins  with  the  law, 
he  has  toned  down, 
but  he  still  mokes  the 
rounds  with  beautiful 
women.  Rising  fast 
through  the  brewery 


DATA:  UNDER  THf  INftUENCE;  THE  UNAUTHORIZED  STOIiV 
OF  THE  ANHEUSER-BUSCH  DYNASrv;  BW  , 
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mark  beechwood  chips  out  of  tanks  used 
for  aging  beer.  Early  on,  he  learned 
what  it  meant  to  be  the  boss's  son.  But 
unlike  his  father — who  often  comes 
across  like  a  Prussian  general — August 
IV  strives  to  fit  in  as  one  of  the  guys.  "I 
don't  think  people  are  scared  of  me,"  he 
says.  "If  they  are,  I  try  to  disarm  them." 

Despite  August  Ill's  taskmaster  ap- 
proach, father  and  son  have  always  been 
close.  Each  is  li- 
censed to  fly  fixed- 
wing  planes  and  heli- 
copters, and  they 
love  to  fly  together. 
They  also  venture  to 
A-B's  corporate  re- 
treat on  Lake  of  the 
Ozarks  to  race 
speedboats  and  like 
to  hunt  ducks  at 
Waldmeister  Farm. 

But  August  IV 
has  also  incited  his 
father's  fury.  As  a 
lO-year-old  student 
at  the  University  of 
Arizona,  he  was  involved  in  an  auto  acci- 
dent, allegedly  alchohol-related,  that  re- 
sulted in  his  female  companion's  death. 
To  make  matters  worse,  Busch  left  the 
scene  of  the  accident.  Police  found  him 
the  next  morning  in  his  condominium, 
naked  except  for  a  sheet  wrapped 
around  him,  caked  in  dried  blood.  In  the 
condo  were  a  semi-automatic  rifle  and  a 
sawed-off  shotgun.  The  Pima  County 
prosecutor  considered  bringing  charges 
of  manslaughter  and  leaving  the  scene 
of  an  accident.  August  III  responded  by 
assembling  a  crack  legal  and  investiga- 
tive team  in  Tuscon  and  St.  Louis.  An 
eight-month  investigation  ended  m  a 
dropped  case,  largely  because  the  hospi- 
tal lost  a  blood  sample  taken  from  Au- 
gust IV  after  the  accident. 

Furious,  August  III  yanked  his  son 
back  to  St.  Louis  University.  "We  have 
to  put  some  discipline  into  him,"  he  told 
a  school  official.  Even  today,  when 
asked  about  the  accident,  the  father 
clenches  his  fists  and  lightly  pounds  a 
table.  "It  was  tough  for  a  while,"  Au- 
gust IV  says.  "That's  all  I  want  to  say." 
PLAYBOY.  At  St.  Louis  U.,  where  he 
studied  finance,  Busch  was  diligent  and 
low-key.  But  outside  of  school,  he  gained 
a  reputation  as  a  playboy,  hitting  the  St. 
Louis  bars  with  beautiful  women — most 
often  blondes.  As  a  sophomore,  he  land- 
ed in  trouble  again.  This  time,  he  led 
undercover  narcotics  detectives  on  a 
late-night  chase  through  downtown  St. 
Louis  after  an  excursion  in  his  father's 
Mercedes-Benz  to  a  topless  bar.  The  de- 
tectives saw  a  speeding  car  with  tinted 
windows  and  suspected  him  of  being  a 
drug  dealer.  He  was  accused  of  trying  to 


run  over  a  police  officer,  but  in  a  highly 
publicized  court  trial,  the  jury  acquitted 
him  of  all  charges. 

Busch  finally  started  buckling  down 
after  graduation.  At  the  brewery,  he  be- 
came the  assistant  to  A-B's  top  brewmas- 
ter.  Then,  after  working  as  the  market- 
ing chief's  assistant,  he  took  on  his  first 
brand-management  job,  heading  up  the 
national  launch  of  Bud  Dry  Draft  in 
1990.  To  promote  the 
brand,  August  IV 
raced  the  Bud  Dry 
offshore  speedboat, 
reaching  speeds  of 
up  to  140  mph,  be- 
fore his  father  "re- 


AUeiE  BROKE 
OFF  HIS 
ENGAGEMENT 
TO  MODEL 
JUDY 

BUCHMILLER. 
THEY'RE  STILL 
FRIENDS, 
THOUGH,  AND 
SOMETIMES 
TRAVEL 
TOGETHER 


home  in  St.  Louis'  tony  central  west  en> 
he  usually  takes  his  two  dogs:  a  Germi| 
shepherd  and  a  new  rottweiler  pup.  BL, 
he  still  makes  the  St.  Louis  soci[j 
scene  regularly,  and  he  is  seldo[j 
alone.  Although  he  announced  his  ej 
gagement  to  a  model  named  Judy  Buci 
miller  early  last  year,  he  backed  o 
of  the  wedding  plans.  The  two  are  st| 
dating. 

'SOMEDAY.'  His  most  serious  relatioS 
ship  seems  to  be  with  the  family  bu; 
ness,  specifically  Budweiser.  And  riva 
think  it  will  take  all  his  energy.  "Tl 
new  generation  doesn't  want  to  dri 
their  father's  Oldsmobile  or  drink  th( 
father's  Bud,"  says  Robert  A.  Rec 


§AUGIK  RACED  THE  BUD  DRY  SPEEDBOAT— UNTIL  HIS  FATHER  "RETIRED  HIM" 


tired  him."  The  brand  was  a  hit  in  its 
first  year,  but  slipped  in  1991. 

These  days,  Busch  is  busier  than  ever 
at  work — though  sometimes  it  seems 
like  play.  His  job  often  entails  schmooz- 
ing with  wholesalers  and  bar  owners.  At 
a  pre-Super  Bowl  bash  in  Minneapolis, 
he  toured  the  bars  promoting  Bud  with 
an  entourage  of  salespeople  and  Bud 
girls  dressed  in  tight  spandex.  There's 
no  letup  for  the  rich  young  bachelor  at 
home,  either.  His  mother,  Susan  Busch, 
who  was  divorced  from  his  father  when 
the  Fourth  was  6,  says  he's  so  busy  that 
the  only  time  he  has  to  visit  with  her  is 
on  Saturday  mornings,  when  he  trains 
with  a  personal  martial-arts  instructor  at 
the  company  gym.  "It's  a  chance  to 
catch  up  between  punches,"  she  laughs. 
"I'll  take  what  I  can  get." 

Busch  has  attained  black  belts  in 
akido,  tae  kwon  do,  and  judo — largely 
for  security  reasons.  The  family  has  had 
numerous  kidnap  threats.  When  he  runs 
in  the  park  across  from  his  $380,000 


holtz,  Adolph  Coors  Co.'s  executive  vie 
president  for  sales  and  marketing.  Pi 
ting  a  Busch  on  the  case  and  increasir 
spending  should  help  with  wholesale 
and  retailers,  who  are  impressed  by  tl 
family's  commitment  to  the  brand.  Ar 
the  company  hopes  the  new  ads — yout 
oriented,  less  sexist — will  appeal  to 
fresh  generation  of  Bud  drinkers.  As  f( 
bikini-clad  babes,  A-B  still  supplies  plen' 
in  its  Busch  and  Bud  Light  ads. 

While  the  Fourth  has  his  work  cut  c 
for  him,  he'll  likely  have  the  Thii 
around  for  a  while  giving  advice — war 
ed  or  unwanted.  "You're  looking  at 
guy  who's  54  years  old.  I  intend  to  l! 
around  here  a  long  time,"  his  fathi 
says.  Having  finally  gotten  himself  u 
der  control,  August  IV  would  like  " 
step  into  my  father's  shoes  someday 
But  dad's  not  planning  to  swap  his  han 
tooled  cowboy  boots  for  slippers  until  1 
thinks  the  time  is  right. 

By  Julia  Flynn  in  St.  Louis,  wi 
Michael  Oneal  in  New  York 
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business  travelers  are  seeing  the  trees  for  the  forest. 

Finally,  a  hotel  that  respects  today's  financial  environment.  At  Doubletree,  you  can  get  just  about  every  servnce  and  amenity 
u'd  expect  from  an  expensive  big  name  hotel  at  a  price  that  makes  sense. 

Now  that  doesn't  mean  a  TV  in  every  shower,  but  it  does  mean  a  luxurious  room,  a  professional  amiosphere,  and  a  staff  of 
ople  who  acmally  care  that  you've  come.  Right  doun  to  the  homemade  chocolate  chip  cookies  tliey  bring  you  die  night  you  arrive. 

It  all  that  sounds  smart  to  you,  call  your  travel  professional  or  1-800-528-0444.  Find  out  about  any  one  of  tlie  60  Doubletree 
3tels  or  Doubletree  Club  Hotels  from  coast  to  coast.  And  on  your  next  business  trip,  come  out  of  the  woods. 

1-800-528-0444 

When  your  travels  take  you  to  Canada,  stay  with  our  partiier,  Canadian ftcific  B  Hotels&Resorts,  1-800-828-7447. 
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PENNEY'S  "AUTHENTIC  AFRICAN"  BOUTIQUES  FEATURE  GOODS  FROM  GAMBIA  AND  SENEGAL 


WAKING  UP 

TO  A  MAJOR  MARKET 


The  1990  census  has  spotlighted  the  power  of  black  consumers 


lor  years,  Pamela  Chambers  mixed 
and  blended  her  own  makeup  using 
various  brands.  She  had  to.  None 
of  the  commercially  available  founda- 
tions the  Pittsburgh  resident  tried  was 
quite  right  for  her  mahogany-brown 
skin.  But  after  a  recent  trip  to  the  Pre- 
scriptives  cosmetics  counter  in  a  local 
department  store,  Chambers  went  home 
with  a  $28.50  bottle  of  makeup.  "For  the 
first  time,  I  have  a  foundation  that 
matches  my  color,"  she  says. 

Prescriptives  Inc.,  a  subsidiary  of  Es- 
tee  Lauder  Inc.,  got  Pamela  Chambers' 
business  thanks  to  the 
All  Skins  line  that  it 
launched  last  fall.  Of- 
fering 115  different 
shades,  All  Skins  hopes 
for  a  big  chunk  of  the 
$600  million  or  so  black 
women  spend  each  year 
on  cosmetics.  "We  want 
to  take  care  of  every- 
body," explains  Sylvie 
Cliantecaille,  senior  ex- 
ecutive of  creative  mar- 
keting at  Prescriptives. 
Chantecaille  credits  All 
Skins  for  a  45%  increase 
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in  Prescriptives'  sales  over  the  past  sev- 
en months.  Meanwhile,  rival  Maybelline 
Co.'s  Shades  of  You,  a  line  for  blacks 
launched  last  spring,  sold  $15  million  in 
its  first  ten  months. 

Maybelline  and  Estee  Lauder  have 
joined  other  corporations  such  as  J.  C. 
Penney,  Mattel,  Pillsbury,  and  Quaker 
Oats  in  what  is  shaping  up  to  be  a  sec- 
ond wave  of  black-targeted  marketing. 
True,  a  few  leaders  in  the  soft-drink, 
fast-food,  automobile,  and  alcohol  indus- 
tries have  long  targeted  black  consum- 
ers, as  have  a  few  smaller,  often  black- 
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AS  THE  BIACK 
POPULATION  EXPANDS... 


...SO  DOES  ITS 
ECONOMIC  CLOUT 


■80  '90 
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owned  niche  marketers.  But  the 
majority  of  major  marketers  figuij 
that  since  most  blacks  are  native 
glish  speakers,  they'd  be  effectiv^ 
reached  by  mass-market  campaigns, 
a  result,  most  did  little  more  than  spr| 
kle  a  few  black  actors  in  ads  conceiv 
for  a  white-dominated  audience. 

The  1990  census  changed  all  that 
focusing  marketers'  attention  on 
growing  importance  of  minorities.  T 
African-American  population  is  the 
tion's  largest  ethnic  group  (chart).  I 
growing  at  twice  the  rate  of  whites.  A  r 
as  the  white  population  gets  older,  t 
median  age  of  blacks  will  continue 
hover  in  the  18-to-35  range  that  ma 
mass  marketers  covet. 

These  trends  translate  into  clout. 
1990,  African-Americans  earned  abc 
$263  billion.  "Those  are  numbers  tl 
cannot  be  ignored,"  says  Amy  Hillia 
Jones,  who  has  been  revamping  Pi 
bury  Co.'s  black-directed  marketir 
And  marketers  are  increasingly  aw£ 
that  they  need  to  make  special  efforts 
reach  that  audience.  "As  we  learn  mc 
about  ethnic  marketing,  we  realize  tl 
traditional  marketing  programs  are  r 
as  effective  as  targeted  programs,"  sa 
John  Ball,  general  manager  of  ethi 
marketing  at  Quaker  Oats  Co. 
NEW  JACK.  The  challenge  is  to  turn  tl 
growing  awareness  into  marketing  si| 
cesses.  One  way:  Realize  that  "bla 
people  are  not  dark-skinned  white  pi  — 
pie,"  says  Thomas  J.  Burrell,  preside  y 
of  Burrell  Communications  Group  in  C 
cago,  which  specializes  in  marketing  ^ 
blacks.  Looking  for  insights  into  t  , 
black  market,  companies  such  as  To  I 
'R'  Us,  Kmart,  and  Pillsbury  have  hir 
black-owned  agencies  for  the  first  tin 
Pillsbury  executives,  for  example,  h 
never  gauged  blacks'  response  to  t 
white  lumberjack  character  who  hawkl 
their  Hungry  Jack  pancake  and  biscf 
products.  When  they  did,  they  discJ 
ered  "there  were  blacks  using  our  pr(| 
ucts,  but  they  weren't  using  them  to  tjf 
same  level  as  the  general  populatioi 
says  Hilliard-Jones. 

So  Pillsbury  banish 
the  lumberjack  in  U 
ads  by  black-run  agen 
Uniworld  for  black  c( 
sumers.  Instead,  t 
ads  run  a  colorful 
printed  slogan, 
look  Hungry  Jack,"  a 
feature  a  black  fam 
eating  together. 

Some  marketers  a 
also  trying  out  n( 
products  that  tap  into 
rising  interest  in  Afri( 
Starting  last  Decembi| 
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MARKEl 


PORTRAIT  OF  A  QUITTER 


m  embarrassed  to  tell  you  how  many  times  I've  tried  to  go  cold  turkey  to  quit 
smoking.  But  I  never  really  lasted.  Sooner  or  later,  I'd  start  smoking  again.  Tdien,  my  doctor  suggested 
a  new  approach  that  includes  the  Hahitror"  (nicotine)  patch. 


TIL  NOW,  I  NEVER  THOUGHT  I 
COULD  REALLY  QUIT  SMOKING. 


Habitrol  is  a  skin  patch.  When  used  as  part  ol  a  comprehensive  smoking  cessation 
program,  it  has  been  clinically  proven  to  significantly  increase  the  chances  of  quitting  by  relieving 
the  craving  for  nicotine. 

In  addition  to  the  smoking  cessation  program,  I  was  given  a  free  kit.  The  kit  includes  tips 
on  getting  through  the  rough  times  and  an  audio  tape  for  relaxation  and  motivation.  My  doctor  is  a 
big  support  as  well.  He  even  gave  me  a  list  of  support  groups  I  could  attend. 

Of  course,  Habitrol  won't  work  tor  everyone.  Only  your  doctor  can  determine  if  it's  right 
for  you.  If  you're  pregnant  or  suffer  from  any  serious  disease,  be  sure  to  tell  your  doctor.  The  most 
common  side  effect  is  skin  irritation. 

If  you're  really  determined  to  quit,  ask  your  doctor  about  Habitrol  therapy.  Or  call 
1-800-YES-U-CAN,  for  more  information,  today. 

If  you're  tired  of  quitting  and  failing,  this  could  be  your  chance.  NE^V 

F  YOU'VE  GOT  THE  WILL,  NOW  YOU  CAN  HAVE  THE  POWER.  Habitrol 

(nicotine) 


^ BASEL 
i  Pharmaceuticals 

or  ot  C IBA-  GE IGY  Cor  pof  alon 
fT>iI.  New  Jersey  07901 


See  biiel  summary  ol  Prescribing  Inloimation  on  nexl  page 


NaDitroi " 
(nicolinel 

Transdermal  Therapeutic  System 

Systemic  delivery  of  21 , 1 4,  or  7  mg/day  over  24  hours 

BRIEF  SUMMARY  FOR  FUU  PRESCRIBING  INFORMATION  SEE  PACKAGE 
INSERT. 

INDICATIONS  AND  USAGE 

Habilrol  liealmeni  is  indicaled  as  an  aid  lo  smoking  cessalion  loi  Ihe  reliel  ol  nico- 
line  wilhdiawal  symploms  Habilfol  IrealmenI  should  be  used  as  a  pari  ol  a  com- 
prriit"!  ,'\v  !.•  'l  ivmral  smoking  cessalion  progiam 

i  I  ■  ,   ■  II. ihiiiol  systems  lor  longei  Ihan3  monlhs  has  nol  been  sludied 
CONTRAINDICATIONS 

Use  Ol  Habiliol  systems  is  conliaindicaled  in  palienis  wilh  hypersensilivity  or  aller  - 
gy  lo  nicoline  or  lo  any  ol  Ihe  componenis  ol  Ihe  Iherapeulic  system 
WARNINGS 

Nicoline  Irom  any  source  can  be  loxic  and  addiclive  Smoking  causes  lung  cancer, 
head  disease,  emphysema,  and  may  adversely  aWecl  Ihe  telus  and  Ihe  pregnani  woman 
For  any  smoker.  Willi  or  wilhoul  concomilani  disease  or  pregnancy  Ihe  risk  ol  nicoline 
replacemeni  in  a  smoking  cessalion  program  should  be  weighed  againsi  Ihe  hazard  ol 
conlinued  smoking  while  using  Habilrol  systems,  and  Ihe  likelihood  ol  achieving  ms- 
salion  ol  smoking  wilhoul  nicoline  replacemeni 
Pregnancy  Warning 

Tobacco  smoke,  which  has  been  shown  lo  be  harmlul  lo  Ihe  lelus.  conlains 
nicoline.  hydrogen  cyanide,  and  carbon  monoxide  Nicoline  has  been  shown  in 
animal  sludies  lo  cause  lelal  harm  II  is  Iherelore  presumed  lhal  Habilrol  Ireal- 
menI can  cause  lelal  harm  when  adminislered  lo  a  pregnani  woman  The  ellecl 
ol  nicoline  delivery  by  Habilrol  systems  has  nol  been  examined  in  pregnancy 
(see  PRECAUTIONS.  Olher  Ellecis)  Therelore.  pregnani  smokers  should  be 
encouraged  lo  allempi  cessalion  using  educalional  and  behavioral  mlerven- 
lions  belore  using  pharmacological  approaches  II  Habilrol  Iherapy  is  used 
during  pregnancy,  or  il  Ihe  palieni  becomes  pregnani  while  using  Habilrol 
IrealmenI  Ihe  palieni  should  be  apprised  ol  Ihe  polenlial  hazard  lo  Ihe  lelus 
Safety  Note  Concerning  Children 

The  amounis  ol  nicoline  lhal  are  loleraled  by  adull  smokers  can  produce  symploms 
ol  poisoning  and  could  prove  lalal  il  Habilrol  systems  are  applied  or  ingested  by 
children  or  pels  Used  21  mg/day  systems  conlain  aboul  60%  (32  mg)  ol  Iheir  mi- 
lial  drug  conteni  Therelore  palienis  should  be  caulioned  lo  keep  bolh  used  and 
unused  Habilrol  systems  oul  ol  Ihe  reach  ol  children  and  pels 
PRECAUTIONS 
General 

The  palieni  should  be  urged  lo  slop  smoking  completely  when  imlialing  Habilrol 
Iherapy  (see  DOSAGE  AND  ADMINISTRATION)  Palienis  should  be  inloimed  lhal  il 
Ihey  conlinue  lo  smoke  while  using  Habilrol  systems  Ihey  may  experience  adverse 
ellecis  due  lo  peak  nicoline  levels  higher  lhan  Ihose  experienced  Irom  smoking 
alone  II  Ihere  is  a  clinically  signilicani  increase  in  cardiovascular  or  olher  ellecis 
altribulable  lo  nicoline.  Ihe  Habilrol  dose  should  be  reduced  or  Habilrol  IrealmenI 
disconlinued  (see  WARNINGS)  Physicians  should  aniicipale  lhal  concomilani 
medicahons  may  need  dosage  adiuslmeni  (see  Drug  Inleraclions) 

The  use  ol  Habilrol  systems  beyond  3  monlhs  by  palienis  who  slop  smoking 
should  be  discouraged  because  Ihe  chronic  consumplion  ol  nicoline  by  any  route 
can  be  harmlul  and  addicling 

Allergic  Reactions:  In  a  6-week,  open-label  dermal  irrilalion  and  sensilizalion 
sludy  ol  Habilrol  systems.  22  ol  220  palienis  exhibited  delinile  erythema  al  24 
hours  alter  application  Upon  rechallenge  3  patients  exhibited  mild-lo-moderate 
conlaci  allergy  Palienis  wilh  contact  sensilizalion  should  be  cautioned  that  a  sen  ■ 
ous  reaction  could  occur  Irom  exposure  lo  olher  nicoline -conlaining  products  or 
smoking  In  the  ellicacy  trials  erythema  lollowing  system  removal  was  typically 
seen  in  aboul  1 7%  ol  patients,  some  edema  m  4%,  and  dropouts  due  to  skin  reac- 
tions occurred  m  6%  ol  palienis 

Palienis  should  be  inslrucled  lo  promptly  disconlinue  the  Habilrol  IrealmenI 
and  conlaci  their  physicians  il  Ihey  experience  severe  or  persistent  local  skin  reac- 
tions al  Ihe  site  ol  application  (e  g ,  severe  erythema,  pruritus  or  edema)  or  a  gen- 
eralized skin  reaction  (e  g  ,  urticaria,  hives,  or  generalized  rash) 
Skin  Disease:  Habilrol  systems  are  usually  well  loleraled  by  patients  with  normal 
skin  bul  may  be  iiiilaling  loi  patients  wilh  some  skin  disorders  (atopic  or  eczema- 
lous  dermatilis) 

Cardiovascular  or  Peripheral  Vascular  Diseases:  The  risks  ot  nicotine 
replacemeni  in  palienis  with  certain  cardiovascular  and  peripheral  vascular  dis- 
eases should  be  weighed  against  Ihe  benelils  ol  including  nicoline  replacemeni  in 
a  smoking  cessation  program  lor  Ihem  Specilically,  patients  wilh  coronary  heart 
disease  (history  ol  myocardial  inlarclion  and/or  angina  pectoris),  serious  cardiac 
arrhythmias  or  vasospastic  diseases  (Buerger  s  disease,  Prinzmetal's  variant  angi- 
na) should  be  carelully  screened  and  evaluated  belore  nicotine  replacemeni  is  pre- 
scribed 

Tachycardia  occurring  in  association  with  Ihe  use  ol  Habilrol  IrealmenI  was 
reported  occasionally  It  serious  cardiovascular  symploms  occur  with  Habilrol 
IrealmenI,  it  should  be  disconlinued 

Habilrol  IrealmenI  should  generally  nol  be  used  in  patients  during  Ihe  immedi  ■ 
ate  post-myocardial  inlarclion  period  patients  with  serious  arrylhmias.  and 
patients  with  severe  or  worsening  angina  pectoris 
Renal  or  Hepatic  Insufficiency:  The  pharmacokinetics  ol  nicotine  have  nol 
been  studied  in  the  elderly  or  in  patients  with  renal  or  hepatic  impairment 
However,  given  that  nicotine  is  extensively  metabolized  and  that  its  total  system 
clearance  is  dependent  on  liver  blood  How,  some  inlluence  ol  hepatic  impaiimeni 
on  drug  kinetics  (reduced  clearance)  should  be  aniicipaled  Only  seveie  renal 
impairment  would  be  expected  lo  attecl  Ihe  clearance  ot  nicotine  or  ils  metabolites 

Iro'"  'r  'i'  I'  ori  (Sec  CLINICAL  PHARMACOLOGY  Pharmacokinetics) 

endocrine  Diseases:  Habilrol  IrealmenI  should  he  used  with  caution  in 
paiu:ii;-.,  .■..:t,  ■  ,|ii;iihyroidism,  pheochromocyloma  or  insulin-dependent  dia- 
betes siru  e  nil  liiirie  causes  Ihe  release  ol  catecholamines  by  Ihe  adrenal  medul- 
la 

Peptic  Ulcer  Disease:  Nicotine  delays  healing  in  peptic  ulcer  disease,  therelore, 
Habilrol  liealmeni  •ilinuld  be  used  with  caulion  in  patients  with  active  peptic  ulcers 
and  only  when  Ihe  benelils  ol  including  nicotine  replacemeni  in  a  smoking  cessa- 
tion program  outweigh  Ihe  iisks 

Accelerated  Hfperiension:  Nicotine  constitutes  a  risk  laclor  lor  developmeni 
ot  mdligriaiil  hypertension  in  patients  wilh  accelerated  hypertension,  Iherelore. 
Habilrol  treatment  should  be  used  with  caution  in  these  patients  and  only  when  Ihe 
benelils  ol  including  nicotine  replacemeni  in  a  smoking  cessalion  progiam  out- 
weigh ihp  risks 
Information  for  Patients 

A  palieni  iiisliucliori  sheet  is  included  in  the  package  ol  Habilrol  systems  dis- 
pensed lo  Ihe  palieril  II  conlains  important  inlormalion  and  inslruclions  on  how  lo 
use  and  dispose  ol  Habilrol  systems  properly  Patients  should  be  encouiaged  lo 
ask  guestions  ol  Ihe  physician  and  pharmacist 

Patient',  must  be  advised  lo  keep  bolh  used  and  unused  systems  oul  ol  Ihe  reach  ol 


chiidien  and  pels 
Drug  Interactions 

Smoking  cessation  with  or  without  nii;oline  replacemeni  may  alter  Ihe  pharma- 
rokinplii :,  i:l  •  Mjin  f nnrnmilani  medicalions 
May  Require  a  Decrease  in 

Dose  at  Cessation  of  Smoking     Possible  Mechanism 

Acetaminophen,  calteine,  Deinduclion  ol  hepatic 

imipramine,  oxazepam  enzymes  on  smoking 

pentazocine,  propranolol,  cessation 
Iheophyllme 


Insulin 


Increase  ol  subcutaneous 
insulin  absorption  wilh 
'smoking  cessation 


Adrenergic  aniagonisis  Decrease  in  circulating 

(eg  prazosin  labelalol)  catecholamines  with 

smoking  cessation 

May  Require  an  Increase  In 

Dose  at  Cessation  of  Smoking      Possible  Mechanism 

Adrenergic  agonists  Decrease  in  circulating 

(e  g ,  isoproterenol,  catecholamines  wilh 

phenytephrine)  smoking  cessation 

Carcinogenesis,  Mutagenesis,  Impaitment  of  Fertility 

Nicoline  ilselt  does  nol  appear  lo  be  a  carcinogen  in  laboratory  animals  However 
nicotine  and  its  melabolites  increased  Ihe  incidence  ol  tumors  in  Ihe  cheek  pouch- 
es ol  hamsters  and  loreslomach  ol  F344  rats,  respectively,  when  given  in  combina- 
tion with  lumor-inilialors  One  sludy,  which  could  not  be  repiicaled,  suggested  thai 
colinine,  Ihe  primary  metabolite  ol  nicotine,  may  cause  lymphoreliculat  sarcoma  in 
Ihe  large  intestine  in  rats 

Nicoline  and  colinine  were  nol  mulagenic  in  Ihe  Ames  Salmonella 
test  Nicotine  induced  reparable  DNA  damage  in  an  f  coli  test  system  Nicotine 
was  shown  lo  be  genoloxic  in  a  test  system  using  Chinese  hamster  ovary  cells  In 
rats  and  rabbits,  implanlalion  can  be  delayed  or  inhibited  by  reduction  in  DNA  syn- 
thesis lhal  appears  lo  be  caused  by  nicoline  Sludies  have  shown  a  decrease  in  litter 
size  in  rats  treated  wilh  nicotine  during  gestation 
Pregnancy  Category  D  (see  WARNINGS) 

The  harmlul  ellecis  ol  cigarette  smoking  on  maternal  and  tetal  health  are  clearly 
established  These  include  low  birth  weight,  an  increased  risk  ot  sponlaneous 
abortion,  and  increased  perinatal  mortality  The  specitic  ettecis  ol  Habilrol  Ireal- 
menI on  tetal  development  are  unknown  Therelore,  pregnani  smokers  should  be 
encouraged  lo  attempt  cessalion  using  educational  and  behavioral  interventions 
belore  using  pharmacological  approaches 

Sponlaneous  abortion  during  nicotine  replacemeni  Iherapy  has  been  reported, 
as  wilh  smoking,  nicotine  as  a  conlribuling  laclor  cannol  be  excluded 

Habilrol  IrealmenI  should  be  used  during  pregnancy  only  il  Ihe  likelihood  ot 
smoking  cessation  luslilies  Ihe  polenlial  risk  ot  use  ot  nicotine  replacemeni  by  Ihe 
patient  who  may  continue  lo  smoke 
Teratogenicity 

Animal  Studies:  Nicotine  was  shown  lo  produce  skeletal  abnormalities  in  Ihe  ott- 
spiiiii)  ol  mice  when  given  doses  toxic  lo  Ihe  dams  (25  mg/kg/day  IP  or  SC| 
Human  Studies:  Nicotine  teratogenicity  has  nol  been  sludied  in  humans  except 
as  a  cnmponeni  ot  cigarette  smoke  (each  cigarette  smoked  delivers  aboul  1  mg  ot 
nicoline)  II  has  nol  been  possible  lo  conclude  whether  cigarette  smoking  is  terato- 
genic lo  humans 
Other  Effects 

Animal  Studies:  A  nicotine  bolus  (up  lo  2  mg/kg)  lo  pregnant  rhesus  mon- 
keys I  ausi'd  acidosis,  hypercarbia,  and  hypotension  (lelal  and  maternal  con- 
cenlralions  were  aboul  20  limes  Ihose  achieved  alter  smoking  1  cigarette  in  5 
minutes)  Fetal  breathing  movements  were  reduced  in  Ihe  lelal  lamb  alter 
intravenous  inieclion  ot  0  25  mg/kg  nicotine  lo  Ihe  ewe  (eguivaleni  lo  smok- 
ing 1  cigarette  every  20  seconds  lor  5  minutes)  Uterine  blood  How  was 
reduced  aboul  30%  alter  intusion  ol  0  1  mg/kg/min  nicotine  tor  20  minutes  lo 
pregnani  rhesus  monkeys  (equivalent  lo  smoking  aboul  6  cigarettes  every 
minute  loi  20  minutes) 

Mmnan  experience:  Cigarette  smoking  during  pregnancy  is  associated  wilh  an 
increased  risk  ol  sponlaneous  abortion,  low-birth-weighl  intanis  and  perinatal  mor- 
tality Nicotine  and  carbon  monoxide  are  considered  Ihe  most  likely  mediators  ol 
these  outcomes  The  ellecis  ol  cigarette  smoking  on  lelal  cardiovascular  parameters 
have  been  sludied  near  term  Cigarettes  increased  tetal  aortic  blood  How  and  heart 
rate,  and  decreased  uterine  blood  How  and  lelal  breathing  movements  Habilrol 
treatment  has  nol  been  sludied  in  pregnani  humans 
Labor  and  Delivery 

Habilrol  systems  are  nol  recommended  lo  be  leH  on  during  labor  and  delivery  The 
eHecIs  ol  nicotine  on  the  mother  or  Ihe  lelus  during  labor  are  unknown 
Nursing  Mothers 

Caution  should  be  exercised  when  Habilrol  Iherapy  is  administered  lo 
nursing  women  The  salely  ol  Habilrol  IrealmenI  in  nursing  inlanls  has  nol 
been  examined  Nicotine  passes  treely  into  breast  milk,  Ihe  milk-lo-plasma 
ralio  averages  2  9  Nicotine  is  absorbed  orally  An  inlani  has  Ihe  ability  lo 
clear  nicotine  by  hepalic  liist-pass  clearance,  however,  Ihe  etticiency  ol 
removal  is  probably  lowest  al  birth  The  nicoline  concentrations  in  milk  can 
be  expected  lo  be  lower  with  Habilrol  IrealmenI  when  used  as  directed  lhan 
wilh  cigarette  smoking,  as  maternal  plasma  nicotine  concentrations  are 
generally  reduced  wilh  nicotine  replacemeni  The  risk  ol  exposure  ol  Ihe 
intani  lo  nicotine  Irom  Habilrol  systems  should  be  weighed  against  Ihe 
risks  associated  with  Ihe  inlanl's  exposure  lo  nicotine  Irom  conlinued 
smoking  by  Ihe  mother  (passive  smoke  exposure  and  conlammalion  ol 
breast  milk  with  olher  componenis  ol  tobacco  smoke)  and  Irom  Habilrol 
systems  alone  or  in  combination  wilh  continued  smoking 
Pediatric  Use 

Habilrol  systems  are  nol  recommended  lor  use  in  children  because  the  safety  and 
eHecliveness  ot  Habilrol  Irealment  in  children  and  adolescents  who  smoke  have  nol 
been  evaluated 
Geriatric  Use 

Forty-eighl  patients  over  Ihe  age  ot  60  participated  in  clinical  trials  ol  Habilrol  Iher- 
apy Habiliol  Iherapy  appeared  lo  be  as  eHeclive  in  this  age  group  as  in  younger 

smokers 

ADVERSE  REACTIONS 

Assessment  ol  adverse  evenis  in  Ihe  792  palienis  who  participated  in  conlrolled 
clinical  trials  is  complicated  by  Ihe  occurrence  ol  Gl  and  CNS  ellecis  ol  nicotine 
withdrawal  as  well  as  nicoline  excess  The  actual  incidences  ol  bolh  are  conlound- 
ed  by  concurrent  smoking  by  many  ol  Ihe  palienis  In  Ihe  trials,  when  reporting 
adverse  evenis,  Ihe  investigators  did  nol  aHempI  lo  idenlity  Ihe  cause  ol  Ihe  symp- 
tom 

Topical  Adverse  Events 

The  most  common  adverse  event  associated  wilh  topical  nicotine  is  a  short-lived 
erylhema,  pruritus,  or  burning  al  Ihe  application  site,  which  was  seen  al  least  once 


in  35%  ol  patients  on  Habilrol  IrealmenI  in  Ihe  clinical  trials  Local  erythema  alter 
system  removal  was  noted  al  leasi  once  in  1 7%  ol  palienis  and  local  edema  in  4% 
Erylhema  generally  resolved  within  24  hours  Culaneous  hypersensitivity  (conlaci 
sensitization)  occurred  in  2%  ol  palienis  on  Habilrol  IrealmenI  (see  PRECAU- 
TIONS, Allergic  Reaclions) 
Probably  Causally  Related 

The  lollowing  adverse  evenis  were  reported  more  Ireguenlly  in  Habitrol-lreated  palienis 
than  in  placebo-lreaied  patients  oi  exhibited  a  dose  response  in  clinical  liials 
Digeslive  system  -  Diarrhea",  dyspepsia' 
Moulh/Toolh  disorders  •  Dry  moulh 
Musculoskeletal  system  -  Arthralgia',  myalgia' 
Nervous  system  -  Abnormal  dreamst ,  somnolencet 
Frequencies  lor  21  mg/day  system 
'Reported  in  3%  lo  9%  ol  palienis 
tReported  in  1  %  lo  3%  ol  palienis 
Unmarked  il  reported  in  ^  1  %  ol  palienis 
Causal  Relationship  Unknown 

Adverse  events  reported  in  Habilrol-  and  placebo-treated  palienis  at  aboul  Ihe 

s^me  Irequency  in  clinical  trials  are  listed  below  The  clinical  signilicance  ol  Ihe 

associalion  between  Habilrol  liealmeni  and  Ihese  evenis  is  unknown,  bul  Ihey  are 

reported  as  alerling  inlormalion  loi  Ihe  clinician 

Body  as  a  whote  -  Alleigyt  back  paint 

Cardiovascular  system  -  Hyperlensiont 

Digestive  system  -  Abdominal  paint,  conslipalionf,  nausea',  vomiting 

Nervous  system  -  Dizziness',  concenlralion  impaired!,  headache  (1?%),  insomnia' 

Respiralory  system  -  Cough  increasedt,  pharyngilist,  sinusilist 

Urogemlal  system  -  Dysmenorrhea' 

Frequencies  lor  21  mg/day  system 

'Reported  in  3%  lo  9%  ol  palienis 

tReported  in  1%  lo  3%  ol  palienis 

Unnijii'-l  :1  i-iinfipi!  r   \" ,  III  palienis 

DRUG  ABUSE  AND  DEPENDENCE 

Habiiiij,',  'i.M' a  low  abuse  potential  based  on  diHeiencesbelween 

il  and  cigaieHes  m  loui  characlenslics  commonly  considered  importanl  in  conlribuling 
lo  abuse  much  slower  absorption,  much  smaller  lluclualions  in  blood  levels,  lower 
blood  levels  ol  nicoline,  and  less  IreguenI  use  (i  e  once  daily) 

Dependence  on  nicoline  polacrilex  chewing  gum  lepiacemenl  Iherapy  has  been 
reported  Such  dependence  mighl  also  occur  Irom  Iransterence  lo  Habilrol  systems 
ol  tobacco-based  rncoline  dependence  The  use  ol  Ihe  system  beyond  3  months 
has  nol  been  evaluated  and  should  be  discouraged 

To  minimize  Ihe  iisk  ol  dependence  palienis  should  be  encouraged  lo  withdraw 
gradually  Irom  Habilrol  IrealmenI  alter  4  lo  8  weeks  ol  usage  Recommended  dose 
reduction  is  lo  progressively  decrease  Ihe  dose  every  2  lo  4  weeks  (see  DOSAGE  AND 
ADMINISTRATION) 
OVERDOSAGE 

The  eHecis  ol  applying  several  Habilrol  systems  simullaneously  or  ol  swallowt 
mg  Habilrol  systems  are  unknown  ( see  WARNINGS,  Salely  Note  Concerning 
Children) 

The  oral  LD.,„  lor  nicoline  in  rodents  vanes  wilh  species  bul  is  in  excess  ol  24 
mg/kg,  death  is  due  lo  respiratory  paralysis  The  oral  minimum  lethal  dose  ol  nico- 
line in  dogs  is  greater  lhan  5  mg/kg  The  oral  minimum  acute  lethal  dose  tor  nico- 
tine in  human  adults  is  reported  lo  be  40  lo  60  mg  (■  1  mg/kg) 

Two  or  Ihree  Habilrol  30  cm-'  systems  in  capsules  ted  lo  dogs  weighing  8-1 7  kg 
were  emelic,  bul  did  nol  produce  any  olher  signilicani  clinical  signs  The  adminis- 
Iralion  ol  Ihese  palches  corresponds  lo  aboul  6- 1 7  mg/kg  ol  nicoline 

Signs  and  symploms  ol  an  oveidose  ol  Habiliol  systems  would  be  expected 
to  be  Ihe  same  as  Ihose  ol  acute  nicotine  poisoning  including  pallor,  cold 
sweat,  nausea,  salivation,  vomiling,  abdominal  pain,  diarrhea,  headache,  dizzi- 
ness, dislurbed  hearing  and  vision.  Iremor,  menial  conlusion,  and  weakness 
Proslralion,  hypotension,  and  respiratory  lailure  may  ensue  with  large  over- 
doses Lethal  doses  produce  convulsions  guickly  and  death  iollows  as  a  resull 
ol  peripheral  or  cenlral  respiialoiy  paialysis  or,  less  Irequenlly,  cardiac  lailure 
Overdose  From  Topical  Eiposure 

The  Habilrol  system  should  be  removed  immediately  il  Ihe  palieni  shows  signs  ol 
overdosage  and  Ihe  palieni  should  seek  immediate  medical  care  The  skin  surlace 
may  be  Hushed  wilh  walei  and  dried  No  soap  should  be  used  since  il  may 
increase  nicoline  absoiplion  Nicoline  will  continue  lo  be  delivered  into  Ihe  blood- 
stream lor  several  hours  (see  CLINICAL  PHARMACOLOGY,  Pharmacokinetics) 
aHer  removal  ol  Ihe  system  because  ol  a  depol  ol  nicotine  in  Ihe  skin 
Overdose  From  Ingestion 

Persons  ingesting  Habilrol  systems  should  be  telerted  to  a  health  care  lacility  lor 
managemeni  Due  lo  Ihe  possibility  ol  nicoline-induced  seizures,  activated  char- 
coal should  be  administered  In  unconscious  palienis  with  a  secure  airway,  inslill 
aclivaled  charcoal  via  nasogaslric  lube  A  saline  cathartic  or  sorbilol  added  lo  the 
lirsl  dose  ol  activated  charcoal  may  speed  gaslrointeslinal  passage  ol  Ihe  system 
Repealed  doses  ol  activated  charcoal  should  be  administered  as  long  as  Ihe  sys- 
tem remains  in  Ihe  gaslrointeslinal  tract  since  il  will  conlinue  lo  release  nicoline  lor 
many  hours 

Management  of  Nicotine  Poisoning 

Other  supportive  measures  include  diazepam  oi  barbiturates  lor  seizures,  atropine  lor 
excessive  bronchial  secrelions  or  diarrhea,  respiralory  support  lor  respiratory  lailuie. 
and  vigorous  Huid  support  lor  hypotension  and  cardiovascular  collapse 
Safety  and  Handling 

Habiliol  systems  can  be  a  dermal  irnlanl  and  can  cause  conlaci  sensilizalion 
Although  exposuie  ol  health  care  workers  lo  nicoline  Irom  Habilrol  systems  should 
be  minimal,  caie  should  be  taken  lo  avoid  unnecessary  conlaci  with  active  sys- 
tems II  you  do  handle  active  systems,  wash  wilh  water  alone,  since  soap  may 
increase  nicotine  absorplion  Do  nol  louch  your  eyes 
Disposal 

When  Ihe  used  system  is  removed  Irom  Ihe  skin,  il  should  be  lolded  over  and  placed 
in  Ihe  pioleclive  pouch  which  conlained  Ihe  new  system  The  used  system  should  be 
immediately  disposed  ol  in  such  a  way  lo  prevenl  ils  access  by  children  or  pels  See 
palieni  inloimalion  loi  lurther  directions  lor  handling  and  disposal 
How  to  Store 

Do  nol  slore  above  86"F  (30'-'C)  because  Habilrol  systems  are  sensilive  lo  heal  A 
slight  discoloration  ol  Ihe  system  is  nol  signilicani 

Do  nol  slore  unpouched  Once  removed  Irom  the  proleclive  pouch,  Habilrol 
systems  should  be  applied  promplly  since  nicoline  is  volalile  and  Ihe  system  may 
lose  strength 

CAUTION:  Federal  law  prohibits  dispensing  wilhoul  piescriplion 
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as-based  J.  C.  Pen- 
Co.  has  tested  20 
thontic  African" 
iques  in  its  home- 
1  and  other  cities 
1  as  Jersey  City, 
.,  and  Cleveland 
re  blacks  represent 
or  more  of  the 
ilation.  The  tiny 
s,  which  are  locat- 
nside  J.  C.  Penney 
?s,  featured  cloth- 
handbags,  hats, 
other  accessories 
are  imported  from  West  Africa, 
le  problem:  The  stores  have  sold  out 
jarly  all  their  initial  $250,000  in  mer- 
dise.  But  Penney  plans  to  restock 
.n  August  rollout  in  50  to  150  stores. 
'  customers  really  want  this,"  says 
:e  M.  Ackerman,  Penney's  opera- 
manager  for  merchandising.  "It's 
ight  in  a  lot  of  shoppers  who 
dn't  normally  go  into  our  store." 
MPTED?  Other  marketers  are  paying 
ition  to  stores  where  many  blacks 
lally  shop.  Quaker  is  trying  to  boost 
hare  by  targetmg  grocery  stores  in 
nborhoods  its  competitors  have  ne- 
;ed.  "Most  inner-city  stores  are  un- 
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ESTEE  LAUDER  IS 
NOW  GIVING  BLACK 
CONSUMERS  THE 
ATTENTION  THAT 
ONLY  SMALLER, 
NICHE  MARKETERS 
USED  TO  PAY 


dermarketed,"  says  Ball.  Quaker  has 
hired  Segmented  Marketing  Services 
Inc.,  a  black-owned  promotions  company, 
to  visit  the  top  stores  in  black  neighbor- 
hoods to  make  sure  Quaker  products 
and  promotional  materials  are  well-dis- 
played. For  Quaker,  Procter  &  Gamble 
Co.,  and  others,  SMSI  distributes  product 
samples  through  7,000  black  churches. 
SMSI  executives  say  its  revenues  have 
doubled  in  each  of  the  past  three  years, 
to  more  than  $7  million. 

Other  black  marketing  entrepreneurs 
worry  about  being  preempted  by  estab- 
lished white  firms.  Olmec  Corp.  is  a  New 
York-based  toy  manufacturer  created  by 


Yla  Eason  when  she 
couldn't  find  a  black  su- 
perhero doll  to  buy  her 
son.  Her  $2  million  com- 
pany markets  more 
than  60  black  and  His- 
panic dolls.  Eason  has  a 
distribution  partnership 
with  Hasbro  Inc. 

She  needed  a  strong 
partner  because  the  gi- 
ant toy  companies  now 
sense  opportunity  on 
her  turf.  Both  Mattel 
Inc.  and  Tyco  Indus- 
tries Inc.  now  have  dolls  that  are  more 
than  Barbies  in  darker  plastic.  Tyco  just 
introduced  Kenya,  who  comes  with 
beads  to  adorn  her  cornrows.  Her  locks 
can  also  be  straightened  with  a  "magic 
lotion."  Like  a  Mattel  doll  called  Shani, 
Kenya  comes  in  a  choice  of  three  com- 
plexions— light,  medium,  and  dark.  Shani 
also  has  a  new  boyfriend  named  Jamal. 

That  was  a  bit  of  a  blow  to  Eason.  She 
had  been  planning  to  name  a  doll  Jamal. 
"There's  a  race  to  the  Swahili  dictionary 
going  on,"  she  says.  It's  also  a  race  to 
woo  an  often-overlooked  consumer. 

By  Maria  Mallory  in  Pittsburgh  with 
Stephanie  Anderson  Forest  in  Dallas 
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IN  THE  MONEY. 


A  reassuring  word  to  anybody 

who's  buying 
business  insurance  these  days. 


The  Home  Insurance  Company's  capital  was  recently  increased  by 
$125  million.  The  major  share  of  this  is  part  of  a  total  $740  million  commitment  from  the 
Trygg-Hanso  SPP  Group,  one  of  Europe's  leading  insurers.  Good  news,  indeed. 
Because  this  is  precisely  what  risk  managers  look  for  in  an  insurance  company  nowadays. 
Unquestionable  financial  strength  and  stability  Ask  your  agent  or  broker. 

Home  Insurance 

OLD  PROS  ON  A  NEW  TEAM 
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MOGULS! 


THE  DONALD'S 
TRUMP  CARD 


He  just  got  a  better  deal  than  expected,  .^nd  if  real  estate  revives. 


onald  Trump.  The  name  is  a 
I  punchline  now.  associated  with 
the  worst  of  1980s  extravagance, 
egomania,  and  greed.  Once,  the  world 
marveled  at  the  scope  and  mastery  of 
Trump's  megabuck  deals.  Today,  he's 
widely  regarded  as  a  washed-up  real  es- 
tate mogul  who  has  been  stripped  of  his 
once  lustrous  possessions. 

But  watch  Trump  move  through  a 
crowd  at  the  Taj  Mahal  casino  he  built. 
Accompanied  by  girlfriend  Maria  Ma- 
ples, The  Donald  struts  across  the  gam- 
ing floor  like  a  god,  not  a  has-been.  Peo- 
ple touch  him  for  good  luck.  One 
gambler  begs  him  to  autograph  her  slot- 
machine-playing  hand. 

For  Trump,  the  old-time  swagger  isn't 
empty  posturing.  He  may  be  down,  but 
he's  far  from  out — and  he  could  re- 
emerge  as  a  major  player  if  the  New 
York  real  estate  market  revives.  On 
Mar.  13,  he  is  expected  to  conclude  the 
final  segments  of  a  massive  debt  re- 
structuring, which  will  give  lenders  the 
Trump  Shuttle  airline  and 
hand  over  49''  of  the  Plaza  Ho- 
tel in  exchange  for  a  lower 
mortgage-interest  rate. 

Yet  unlike  other  ailing  devel- 
opers, such  as  fellow  New  ' 
Yorker  Peter  S.  Kalikow,  he  has  — 
avoided  personal  bankruptcy.  He 
has  been  able  to  hang  on  to  a 
major  portion  of  his  assets — far 
more  than  most  people  thought 
possible.  These  include  the  core 
of  his  real  estate  and  casino  prop- 
erties. Although  he  gave  up  a  doz- 
en as.sets  (table,  pages  76-77).  he 
retains  four  major  holdings,  in- 
cluding the  Trump  Tower  luxun,- 
high-rise.  Plus,  he  kept  half-owner- 
ship of  three  others,  notably  Man- 
hattan's Plaza  Hotel  and  the  Taj. 

Trump's  capacious  ego  also  re- 
mains largely  intact.  With  typical 
bravado,  he  says:  "You'll  never  see 
me  sitting  in  the  corner  sucking  my 
thumb.  The  name  Trump  will  be  hot- 
ter than  ever." 

Much  of  the  credit  for  his  survival 
goes  to  savvy  negotiations  with  lend- 


ers by  his  first-rate  lieutenants — particu- 
larly his  chief  financial  officer,  Stephen 
F.  Bollenbach.  Another  key  factor  was 
the  realization  by  lenders  that  Trump 
and  many  of  his  key  holdings  were 
worth  more  alive  than  dead.  Tossing 
them  into  bankruptcy  court  would  have 
sharply  diminished  their  value. 

In  return  for  the  assets  Trump  is  ced- 
ing to  them,  the  lenders  are  reducing  his 
empire's  overall  debt  burden  by  a  third, 
to  $2.5  billion.  That  should  enable  cash 
flow  from  his  operations  to  cover  his 
interest  tab.  The  lenders  also  are  lower- 
ing his  personal  debt — the  portion  guar- 
anteed only  by  his  signature — from  $885 
million  to  $115  million. 

That  doesn't  mean  a  return  to  the 
flush  days  of  the  1980s  for  Trump.  In 
the  first  comprehensive  analysis  of  his 
holdings  since  his  1990  near-collapse, 
BUSINESS  WEEK  estimates  that  he  has  a 
negative  net  worth  of  almost  $1.4  billion 
(table).  Trump  disagrees  and 
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Lenders 
admit  they 


as  his  net  worth  is  a  positive  $1.5 
)n,  but  BW's  investigation  indicates 
his  valuation  of  his  holdings  is  sub- 
tially  inflated. 

•ump  is  also  on  a  very  short  leash 
n  lenders.  They  are  maintaining 
t  controls  on  the  cash  his  operations 
luce.  He  faces  several  fierce  debt 
nents  over  the  ne.xt  few  years,  and 
ults  would  permit  lenders  to  seize 
'ly  all  of  his  remaining  properties. 
ING  TIME.  Even  so,  he  has  wiggled 
of  enough  liabilities  and  hung  on  to 
igh  properties  to  position  himself  for 
)ssible  turnaround.  He  has  bought 
,  and  time  is  on  his  side.  Trump  is 
45  years  old.  And  most  observers 
lict  a  slow  but  steady  rebound  in 
'  York's  stinko  real  estate  market, 
ist  having  a  shot  at  a  turnaround 
ned  all  but  impossible  for  Trump 
n  lenders  in  effect  took  control  of 
cingdom  in  the  summer  of  1990.  Like 
T  world-class  deadbeats  with  vast 
ings,  he  made  full  use  of  a  perverse 


advantage:  Lenders  didn' 
dare  plunge  his  wholly 
owned  Trump  Organization, 
or  significant  pieces  of  it, 
into  a  prolonged  bankruptcy 
struggle.  That  deprived  them 
of  a  potent  weapon.  "They  would  have 
had  years  and  years  of  war  on  their 
hands,"  says  Trump. 

Values  usually  diminish  drastically 
when  assets  are  tied  up  in  bankruptcy 
court — and  Trump's  were  especially  vul- 
nerable. With  Trump  in  a  drawn-out 
Chapter  11,  the  New  Jersey  Casino  Con- 
trol Commission  would  likely  have 
yanked  his  Atlantic  City  (N.  J.)  casinos' 
operating  licenses,  rendering  them  near- 
worthless.  Much  the  same  held  true  for 
the  Trump  Shuttle:  If  it  stopped  flying- 
while  the  lawyers  wrangled,  the  fran- 
chise would  die  as  passengers  fled  to 
more  reliable  carriers.  Lenders  also 
feared  that  selling  off  the  planes  in  a 
recession  would  fetch  a  pittance. 

In  Atlantic  City,  Trump  had  another 


suckers  fo^ 
his  '80s  ; 
projection^ 


advantage.  While  it  may  be  true  in  few 
other  places,  his  name  remains  a  magic 
marketing  tool  there.  And  that  was  the 
key  factor  in  keeping  the  three  casinos 
under  the  Trump  Organization  umbrella. 
Mortifying  publicity  about  his  marriage, 
love  life,  and  material  excesses  only  add- 
ed to  the  raffish  appeal  that  fascinates 
the  gambling  crowd.  Prudential  Insur- 
ance Co.,  a  sizable  holder  of  Taj  bonds, 
initially  wanted  Trump's  name  and  equi- 
ty removed  from  the  Taj.  The  Pru  and 
other  Trump-haters  relented  after  a  plea 
from  their  financial  adviser,  Wilbur  L. 
Ross  Jr.,  a  senior  managing  director  of 
Rothschild  Inc.  "The  Trump  name  added 
value  to  the  casino,"  says  Ross. 
OUTSIDE  HELP.  Still,  life  for  Trump  could 
have  been  much  bleaker  were  it  not  for 
Bollenbach.  When  lenders  demanded 
that  he  get  a  chief  financial  officer  to 
straighten  out  his  haphazard  financial 
operations.  Trump  hired  Bollenbach,  the 
CFO  for  Holiday  Corp.,  whom  he  had 
spotted  on  a  magazine  cover.  Bollenbach 
won  such  acclaim  for  his  performance 
with  Trump  that  the  financially  troubled 
Marriott  Corp.  hotel  chain  has  tapped 
him  as  its  CFO.  Trump  badly  needs  a  new 
Bollenbach,  who  says  he's  leaving  be- 
cause "the  problems  here  are  fixed." 

Bollenbach  virtually  took  over  opera- 
tional control  of  Trump's  empire.  In 
talks  with  lenders,  he  was  quite  willing 
to  iilay  hardball.  "Trump  and  Bollenbach 
threatened  to  ground  the  shuttle  if  they 
didn't  get  1007'  personal-debt  forgive- 
ness for  it,"  one  banker 
recalls.  The  banks  refused 
but  ended  by  compromising. 
Trump's  personal  shuttle 
debt  was  pared  to  $o5  million 
from  $135  million.  While  Bol- 
lenbach handled  the  details 
of  the  debt  dickering — some- 
thing the  big-picture-oriented 
Trump  is  weak  on — Trump 
seemed  mainly  concerned 
with  image.  Amid  the  haggling  over  the 
shuttle,  the  lone  detail  Trump  is  said  to 
have  focused  on  was  whether  his  name 
would  stay  on  the  planes'  sides.  Trump 
brands  that  "a  false  story."  His  name 
will  soon  be  replaced  by  that  of  USAir 
Group  Inc.,  which  will  run  the  shuttle 
for  the  banks  with  an  option  to  buy. 

Privately  admitting  they  were  suckers 
for  Trump's  ebullient  prognostications  in 
the  1980s,  the  lenders  were  anxious  not 
to  give  Trump  too  many  breaks.  In  addi- 
tion to  the  shuttle,  they  made  off  with 
his  Regency  Hotel  in  Atlantic  City,  his 
Trump  Princess  yacht,  his  Palm  Beach 
condo  project,  his  28'a  share  of  Alexan- 
der's Inc.  department  stores,  and  two  of 
his  mid-Manhattan  apartment  complex- 
es. Trump's  long-standing  half-owner- 
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ship  of  New  York's  Grand  Hyatt  Hotel, 
his  first  big  real  estate  score,  is  sched- 
uled to  go  to  the  banks  after  snags  are 
worked  out  with  the  Pritzker  family  of 
Chicago,  holders  of  the  other  50'  '. 

Trump  was  also  forced  to  cut  his  casi- 
no creditors  into  his  action  in  a  major 
way.  He  reorganized  the  Taj  last  year 
under  a  prepackaged  bankruptcy — a 
very  quick,  debtor-led  excursion  through 
court  that  eases  debt  load  but  doesn't 
disrupt  operations.  The  other  two  gam- 
bling emporiums  filed  prepacks  on  Mar. 
9.  Trump  has  ceded  oO'A  of  the  Taj, 
though  he  could  increase  his  stake  to  up 
to  80'-'  if  it  produces  enough  cash  to  pay 
off  the  $752  million  bond  debt.  He  aims 
to  do  a  carbon-copy  deal  for  Trump's 
Castle,  which  has  $287  million  in  bond 
debt,  not  counting  bank  borrowings. 
Trump  Plaza,  with  $225  million  in  bond 
deltt,  is  in  the  best  financial  shape  of  the 
trio,  which  has  relieved  him  of  having  to 
relinquish  any  voting  equity.  Instead,  he 
will  issue  $75  million  in  preferred  stock 
to  bondholders. 

Trump  was  also  able  to  hold  on  to  his 
Florida  estate.  Trump  Tower  in  midtown 
Manhattan,  a  half-interest  in  the  nearby 
Plaza  Hotel,  and  an  undeveloped  71-acre 
tract  called  the  Penn  Yards  that  runs 
along  the  Hudson  River  on  Manhattan's 
West  Sidt". 

ENVIRONMENTAL  HEADACHE?  Neverthe- 
less, some  big  perils  loom  that  could  sink 
Trump  anyway.  On  June  SO.  1993,  two 
mortgages  come  due:  $140  million  for 
Trump  Tower  and  $200  million  for  the 
Penn  Yards.  Will  the  banking  syndicates 
holding  the  loans,  both  led  by  Chase 
Manhattan  Bank,  roll  them  over'?  If  not. 
Trump  has  no  obvious  alternatives,  since 
few  banks  these  days  want  to  make  real 
estate  loans.  Chase  says  it's  too  early  to 
tell  what  will  happen.  Trump  says  Chase 
will  renew  the  loans.  He  has  a  point: 
Trump  Tower,  renowned  for  its  peach- 
marble  atrium  and  80-foot  waterfall,  is 
})rofitable  and  current  on  mortgage  pay- 
ments, which  might  make  foreclosure 
difficult  in  court.  Judges  aren't  eager  to 
allow  foreclosure  on  a  good  property 
simply  because  the  lender  won't  renew. 
And  Chase  may  be  leery  of  grabbing  the 
Penn  Yards,  a  huge  tract  with  possible 
environmental  problems  whose  planned 
development  lies  far  off.  Says  one  bank- 
er: "Chase  doesn't  need  that  on  its 
hands." 

Trumjj  faces  deadlines  on  his  remain- 
ing personal  debt,  too.  This  $115  million, 
which  is  interest-free,  is  due  to  the 
banks  in  mid-1995.  Also  on  that  date,  he 
must  pony  up  an  additional  $50  million 
that  the  banks  e.xtended  him  in  1990  to 
keep  afloat. 

Lenders  say  that  under  the  terms  of 
their  agreement,  they  won't  allow 
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Trump  to  divert  any  cash  from  opera- 
tions or  sales  of  assets  to  new  ventures 
or  his  personal  use.  The  money  must  go 
to  debt  service.  The  only  income  Trump 
receives  free  and  clear  is  $3.4  million  in 
management  fees  _to  run  the  casinos — 
chump  change  by  Trump  standards. 
There's  one  other  potential  source  of 
cash:  the  right  to  sell  10  apartments  in 
Trump  Tower  for  a  maximum  take  of 
$10  million,  with  any  excess  going  to  the 
banks.  Manhattan's  soft  real  estate  mar- 
ket, however,  makes  such  near-term 
windfalls  iffy.  Fortunately  for  Trump, 
his  lavish  personal  expenses  are  paid  for 
out  of  Trump  Organization  revenue,  jus- 
tified as  business  costs.  The  banks, 
which  once  scrutinized  his  personal 
spending,  have  given  that  up  now  that 
the  restructuring  is  mostly  done. 

Given  all  this,  how  can  Trump  get 
back  in  the  game'?  He  will  need  access  to 
something  that's  scarce  lately  even  for 
developers  with  stellar  credit  ratings: 
fresh  capital.  A  partial  answer  is  to 
make  money  the  old-fashioned  way — by 
inheriting  it.  Fred  Trump,  Donald's  86- 
year-old  father,  is  said  to  have  a  net 
worth  of  $200  million.  Fred  helped 
launch  his  son  in  the  1970s  with  the  Hy- 
att deal,  and  the  two  remain  on  good 
terms.  W'hile  Fred's  will  isn't  public,  and 
neither  Trump  will  comment  on  it,  Don- 
ald could  receive  as  much  as  $50  million. 


■■■ 


maybe  more,  when  Fred  dies.  Other  pc 
sible  heirs  include  a  brother  and  t\ 
sisters. 

What  Trump  needs  most  is  a  rest 
gent  real  estate  market.  That  possibili 
seems  remote  today,  but  historically,  ii 
quite  reasonable.  Property  is  cyclic 
Very  little  commercial  construction 
taking  place  nowadays,  so  by  the  m 
1990s,  the  glut  of  New  York  office  ai 
retail  space  should  have  abated. 

This  would  allow  room  for  every  re 
estate  operator's  favorite  ploy:  mo 
debt  restructuring.  Trump  contends  th 
rising  property  values  will  eventua 
make  lenders  eager  to  revamp  the  loa 
once  again — in  his  favor — so  they  c 
get  in  on  new  deals.  "Banks  made  lots 
money  on  Donald  Trump,"  says  Richa 
Roth  Jr..  chairman  of  Emery  Roth 
Sons,  an  architectural  firm.  "When  t 
market's  back,  they'll  remember  that 
A  key  Trump  aide  predicts  that  Trur 
expects  to  pay  off  the  $115  million  of  1 
personal  debt  due  in  1995  at  a  discoui 
If  real  estate  values  do  come  back  di 
matically,  bankers  may  be  receptive.  I 
cause  he  need  not  pay  interest  on  t  ri( 
personal  debt,  they  put  more  importan 
on  the  debt  collateralized  by  his  rema 
ing  property.  Says  one:  "I  wouldn't 
surprised  to  see  him  eventually  buy  o^oc 
our  claim  for  30(^  on  the  dollar." 
To  Trump,  debt  restrictions  are  n 
sanees  he  cares  about  only  if 
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ing  down  his  once  grandiose  develop- 
ment plan,  an  Oz-like  vision  called 
Trump  City  that  threatened  to  block 
neighbors'  sunlight.  Now,  he's  pressing 
to  get  the  city  to  rezone  the  site  for 
5,700  apartments. 

BEST  CASE.  After  some  false  starts. 
Trump  has  enhanced  his  most  valuable 
holdings,  the  three  casinos,  through 
beefed-up  operating  performance.  In 
199rs  fourth  quarter,  operating  profit  at 
the  Taj,  his  newest  and  gaudiest  casino, 
soared  707'  ,  to  $22  million.  Trump's  Cas- 
tle earned  $4.6  million,  vs.  a  $600,000 
loss  ill  li)!)(l's  final 
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quarter.  Trump  Plaza 
was  up  sevenfold,  to  $7.8 
million. 

Most  analysts  agree 
that  economic  recovery 
should  bring  solid  gains 
for  Trump's  casinos  this 
year.  Although  the  over- 
all outlook  for  Atlantic 
City  gambling  is  clouded 
by  overcapacity.  Trump 
holds  25%  of  the  12-casi- 
no  market.  The  goal  is  to 
make  his  gambling  halls 
look  good  enough  for 
Trump  to  sell  equity  to  the  public.  Or  he 
might  sell  one  or  more  of  the  casinos 
outright,  despite  his  claims  that  he 
won't.  The  most  favorable  scenario  ad- 
vanced by  Trump-watchers  has  him  sell- 
ing his  1007'-owned  Trump  Plaza  casino, 
an  elegant  house  favored  by  high- 
rollers.  If  Trump's  revenue-growth  pro- 
jections are  accurate,  the  casino  might 
fetch  $385  million  by  1995.  Such  a  sale 
would  pay  off  its  $225  million  bond  debt, 
its  $34  million  bank  debt,  and  its  $75 
million  in  preferred  stock — leaving  him  a 
tidy  $51  million  profit. 

Fanciful?  Perhaps  not.  Trump's  gam- 
ing parlors  are  now  the  best-run  in  At- 
lantic City.  They  had  been  at  a  low  ebb 
since  the  1989  deaths  of  three  top  man- 
agers in  a  helicopter  crash.  Trump  tried 
to  run  the  places  himself,  but  the  reces- 
sion kept  gamblers  away,  and  his  irasci- 
ble style  provoked  other  seasoned  execu- 
tives to  quit.  Finally,  last  year.  Trump 
got  it  right  by  naming  his  longtime  casi- 
no lawyer,  Nicholas  L.  Ribis,  as  Atlantic 
City  chief.  Skilled  at  handling  the  harsh 
Trump  temper,  Ribis  has  overhauled  the 
casinos'  operations,  slicing  costs.  "I  win 
some  arguments,"  says  Ribis,  "and  Don- 
ald wins  some,  too." 

Say  what  you  will  about  Trump,  his 
no-holds-barred  fighting  spirit  remains. 
Consider  the  tussle  over  subdividing  his 
17  -acre  Palm  Beach  (Fla.)  estate,  Mar-a- 
Lago,  to  raise  money.  An  unloved  arri- 
viste in  the  tony  resort,  he  has  faced 
intense  local  opposition.  If  thwarted,  he 
has  threatened  to  sell  the  property  to 
the  Moonies,  though  they  say  they  don't 
want  it.  The  plan  comes  before  a  skepti- 
cal town  council  on  Apr.  16,  and  the  ever 
optimistic  Trump  forecasts  victory. 
"They'll  do  a  complete  fold-up,"  says  the 
man  who  vows  never  to  do  one  himself. 
One  would  hesitate  before  betting 
against  him. 

By  Larry  Light  in  New  York  and  Joseph 
Weber  in  Atlantic  City,  with  bureau 
reports 
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MUTUAL  FUNDS  I 


ARE  FUND  MANAGERS  CARVING 
THEMSELVES  TOO  FAT  A  SLICE? 


Fees  are  up,  though  growth  has  allowed  huge  economies  of  scale 


The  $180  million  Kaufmann  Fund  is 
one  hot  property.  It  had  a  nifty 
79.4'/  total  return  last  year,  and 
investors  are  now  shoveling  in  money  at 
the  rate  of  some  $500,000  a  day.  They 
seem  to  |)ay  no  attention  to  Kaufmann's 
unusually  high  expense  ratio  of  S.507' . 
That's  what  investors  pay  annually  out 
of  the  fund  for  portfolio  management, 
marketing  expenses,  and  overhead.  It's 
more  than  twice  that  of  the 
average  equity  fund.  "It's  on 
the  high  side,"  admits  Law- 
rence Auriana,  one  of  the 
portfolio  managers.  "But  we 
think  our  shareholders  get 
good  value  for  their  money." 

PerhaiJS.  But  some  ana- 
lysts are  wondering  whether 
the  fund  industry — which  ex- 
perienced a  tenfold  increase 
in  assets  over  the  past  de- 
cade— is  giving  shareholders 
a  fair  shake  on  fees.  Says 
Don  Phillips,  publisher  of 
MoD/iugstar  Mutual  Funds: 
"The  benefits  of  the  tremen- 
dous economies  of  scale  un- 
leashed during  the  past  de- 
cade were  not  shared  with 
fund  shareholders." 

The  numbers  tell  the  story.  The  aver- 
age expense  ratio  on  equity  funds  is  up 
from  1.197'  in  1980  to  1.577  in  1991, 
according  to  Morningstar  Inc.  (chart). 
Although  a  0.387  increase  doesn't  sound 
like  much,  it's  $1.4  billion  a  year  on  equi- 
ty-fund assets  of  $875  billion. 
BANG-UP  JOB.  During  the  same  period, 
l)ond-fund  expenses  climbed  from  0.907 
to  1.067.  And  that's  only  the  average. 
For  examjjle,  11  government  bond  funds 
and  five  municipal-bond  funds  have  ex- 
pense ratios  of  27  or  more.  With  inter- 
est rates  on  governments  running  below 
87  and  high-grade  munis  below  77 ,  a  27 
expense  ratio  can  eat  up  as  much  as  one- 
third  of  the  income  that  could  flow  to 
shareholders. 

Mutual  funds  have  done  a  bang-up  jol) 
for  investors,  especially  last  year  when 
they  left  the  stock-  and  bond-market  av- 
erages in  the  dust.  And  A.  Michael  Dip- 
per of  Dipper  Analytical  Services  Inc. 
notes  that  funds  provide  money  manage- 
ment at  far  less  cost  to  consumers  than 


such  alternatives  as  individual  money 
managers,  banks,  and  insurance  compa- 
nies. Measured  in  constant  dollars,  the 
average  equity-fund  shareholders  are 
paying  about  the  same  advisory  or  man- 
agement fees  as  a  decade  ago,  says 
Charles  Dornbush,  chief  financial  officer 
of  the  Fidelity  Funds.  Nonadvisory  ex- 
])enses  are  up  about  187  ,  but,  he  adds, 
"10  years  ago,  you  didn't  have  24-hour 
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account  service,  integrated  financial 
statements,  and  other  services." 

True,  there's  no  industrywide  move  to 
raise  management  fees — the  money  that 
goes  to  the  portfolio  manager  and  his 
research  and  support  staff,  which  ac- 
counts for  roughly  half  of  total  ex- 
penses. But  despite  sharp  competition  in 
the  industry,  these  fees  are  not  coming 
down  as  they  are  in  the  pension-fund 
business.  "Perhaps  that's  because  pen- 
sion-plan sponsors  pay  attention  to 
fees,"  notes  Charles  Trzcinka,  a  finance 
professor  at  the  State  University  of  New 
York  at  Buffalo. 

Fund  companies  can't  hike  their  man- 
agement fees  unilaterally.  They  need  the 
approval  of  the  funds'  outside  directors 
and  shareholders,  who  have  recently 
been  generous.  They  have  generally 
0.  K.'d  increases  in  management  fees 
when  requested  by  such  companies  as 
IDS,  T.  Rowe  Price,  Putnam,  Smith  Bar- 
ney, and  Templeton.  Shareholders  of 
Templeton  Funds'  four  oldest  and  larg- 


est funds — Growth,  World,  Small  Co 
panics,  and  Foreign — voted  to  raise  t 
base  fee  to  0.757f  from  0.507",  the  sai 
as  Templeton's  newer  funds.  Says  D; 
iel  Calabria,  president  of  Templet 
Funds  Management  Inc.:  "Those  fun 
fees  have  never  been  raised."  Even  w 
the  hikes,  he  adds,  the  funds  will  s 
have  below-average  expense  ratios 
HEAVY  LOAD.  The  funds  say  fee  chang 
are  based  on  performance  and  indusi 
norms.  Gordon  H.  Silver,  senior  man 
ing  director  at  Putnam  Cos.,  points  tc 
consultant's  study  that  looked  at  29  P 
nam  funds  and  recommended  hikes 
12,  decreases  for  9,  and  no  change  in 
Fees  on  5  Price  funds  were  increas 
and  they  were  lowered  on  4  funds. 

But  one  component  of  the  expense 
tio  was  almost  nonexistent  10  years  a 
and  today  comprises  157  of  fund 
penses,  some  $100  million.  That's 
"12(b)-l  fee,"  named  for 
Securities  &  Exchange  O 
mission  rule  that  enab 
funds  to  levy  it.  About  h 
of  all  funds  use  these  pla 
which  let  them  tap  assets 
pay  for  marketing 
penses — mainly  broke 
commissions  for  selling 
fund  to  individual  investo: 

In  effect,  this  allows 
fund  to  reduce  the  sa 
charge,  or  "load" — the  b| 
ker's  up-front  payment.  T 
appeals  to  investors  who  s 
increasingly  wary  of  payi 
high  loads.  But  an  up-fn 
load  is  a  one-time  char 
while  the  12(b)-l  fee  is  an 
going  expense.  The  brol 
gets  a  commission  as  long 
the  client  stays  in  the  fund.  Consider 
investor  in  a  fund  that  earns,  say.  10/ 
year  and  charges  an  annual  12(b)-l  : 
of  0.507r.  After  10  years,  those  little  f< 
add  up  to  the  equivalent  of  an  8.57"  lo; 

Ironically,  the  idea  behind  the  12(t 
fee  was  that  by  spending  fund  assets 
marketing,  the  funds  could  attract  m( 
money.  With  more  assets  under  mana: 
ment,  the  funds  would  achieve  eco 
mies  and  thus  would  lower  shareholc 
expenses.  The  SEC  staff  has  been  stU' 
ing  the  effects  of  the  12(b)-l  for  f 
years  but  has  not  yet  sent  any  propos 
changes  to  the  commission. 

No  one  should  rule  out  investing  ii 
fund  just  because  it  has  a  high  expei 
ratio.  After  all,  a  fund's  performance 
what  counts.  Dast  year  was  a  phenor 
nal  year,  and  expenses  hardly  dented 
vestors'  bottom  lines.  But  1992  is  sh 
ing  up  as  a  year  of  more  mod 
returns,  and  high  expenses  could  wei 
more  heavily  on  shareholder  profits. 
By  Jeffrey  M.  Laderman  in  New  Fii 
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NowYdu  Can  Pick  Winning  Software 
Mthout  Consulting  THe  Board. 


Betting  on  one  hardware  or  software  product  is  risky  enougli. 
ut  picking  a  wiiuiing  combination  is  a  million-to-one  shot. 

Oracle  can  put  the  odds  in  your  favor.  Our  open  family  of 
ortable  software  not  only  works  with  other  vendors'  products, 
runs  across  virtually  all  computers,  operating  systems, 
etworks  and  user  interfaces.  Making  any  present  or  future 
Dmbination  a  wimiing  one. 

The  Oracle  family  includes  distributed  databases,  system 
evelopment  tools,  office  information  systems  and  business 
ppUcations.  They're  fully  backed  by  the  world's  tlurd  largest 


independent  software  vendor  with  worldwide  education, 
consulting  and  support  services.  As  well  as  an  extensive 
network  of  vendor  alliances.  All  of  winch  can  helj)  you  tiu'n  an 
impossible  decision  into  a  sure  tiling. 

So  before  you  risk  millions  on  a  miUion-to-one-shot,  here's  a 
winning  dp:  our  toll  fi'ee  phone  niunber  is  1-800-633-1061  Ext. 
8373.  Now  it's  your  call. 

ORACLE 

Software  for  people  who  can't  predict  the  fiture. 


1992  Oracle  Corporation,  ORACLE  is  a  registered  trademark  of  Oracle  Corporation.  Other  trade  names  referenced  are  the  trademark  of  the  respective  manufacturer.  Odds  depicted  are  for  illustration  purposes  only  and  are 
not  uitended  as  an  opiiuon  or  prediction  Call  for  hardware  and  software  reqiiiremcnt-s,  Oiit.side  the  U.S.A.  but  witliin  Noi1h  America,  call  1-800-668-892.5  for  product,  service,  and  seminar  information. 
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GLYCOMED  ISN'T 
JUST  ANOTHER 
SHOOTING  STAR 


Like  a  bevy  of  other  biotechs,  Gly- 
comed  has  ridden  the  Wall  Street 
roller  coaster.  The  company  went 
public  last  June  at  7  a  share.  Then  the 
stock  caught  fire,  zooming  to  25  by 
early  January.  A  month  later  it  was 
down  to  13.  Is  Glycomed  one  of  those 
flash-in-the-pan  biotechs? 

"I  wouldn't  count  Glycomed  out.  It's 
in  the  process  of  exploiting  a  yet-un- 
tapped source  of  new  drugs,"  says  in- 
vestment manager  Walter  Channing  of 
CW  Group,  which  oversees  assets  of 
$200  million.  The  company  is  develop- 
ing therapeutics  derived  from  complex 
carbohydrates,  or  chains  of  sugar  mol- 
ecules, which  could  be  used  to  control 
cell  proliferation,  blood  clotting,  and  in- 
flammation. Several  other  big  inves- 
tors have  stalled  buying  shares  in  re- 
cent weeks,  pushing  the  stock  to  15. 
Although  they  expect  the  company  to 
stay  unprofitable  for  several  years, 
they  are  betting  on  the  potential  of 
Glycomed's  carbohydrate  technology. 

"The  company  should  continue  to 
make  significant  progress  in  commer- 
cializing its  products,"  says  analyst 
Jacqueline  Siegel  of  Hambrecht  & 
Quist.  One  big  source  of  encourage- 
ment: Eli  Lilly  and  Genentech  have 
taken  early  equity  stakes  in  Glycomed 
and  have  been  funding  some  of  its  re- 
search and  development  projects. 

Lilly,  which  now  owns  137"  of  the 
stock,  signed  a  collaborative  pact  with 
the  company  on  the  production  and 
worldwide  marketing  of  carbohydrate- 
derived  products.  The  drugs  would 
treat  vascular  restenosis,  a  narrowing 
of  a  blood  vessel  triggered  by  angio- 
plasty or  cardiovascular  surgery,  and 
atherosclerosis,  a  disease  that  narrows 
artery  vessels.  The  pact  signed  by  Gen- 
entech, which  owns  a  67^  stake,  relates 
to  the  development  of  carbohydrate-de- 
rived products  that  would  treat  certain 
inflanmiatory  and  immune  disorders. 
TRIAL  RUN.  "Six  of  Glycomed's  drug 
candidates  are  already  in  preclinical 
evaluation,"  says  Channing.  The  two 
most  advanced:  a  chemically  derived 
compound  called  GMl-077,  which  would 
prevent  restenosis,  and  a  com])Ound 
called  GM(>()01,  which  would  prevent 
corneal  ulceration.  Other  carbohydrate- 
based  products  being  developed  by 
the  company  seek  to  treat  clotting  dis- 
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orders,  viral  infections,  and  wounds. 

Channing  believes  Glycomed  will  file 
with  the  Food  &  Drug  Administration 
fairly  soon  its  first  IND  (investigational 
new  drug)  application  on  GM6-001  to 
pave  the  way  for  clinical  trials. 

The  company's  stock  is  very  under- 
valued, says  Channing,  and  will  be  "a 
definite  home  run."  He  sees  the  stock 
hitting  new  highs  in  a  year. 

One  big  investor  links  the  recent 
move  in  the  stock  to  new  whispers  that 
Glycomed  will  shortly  announce  a  new 
pact  with  two  big  drug  companies.  He 
says  the  new  pacts  will  be  similar  to 
the  Lilly  and  Genentech  deals  and  will 
also  include  equity  stakes  in  Glycomed. 


ATTEN-HUT!  IT'S  THE 
SWISS  ARMY  WATCH 


R 


lemember  those  big  Soviet  wrist- 
watches  that  attracted  the  fancy 
kof  Americans  at  the  height  of 
perestroikal  Well,  now  get  ready  for 
the  big  Swiss  Army  watches.  They're 
starting  to  get  hot,  and  so  is  the  stock 
of  Forschner  Group,  the  exclusive  dis- 
tributor in  the  U.  S.  of  the  Swiss  Army 
knife  and  watch. 

Some  smart  investors  have  been 
picking  up  shares  of  Forschner,  even 
after  the  company's  secondary  offering 
on  Mar.  9  of  1.6  million  shares — priced 
at  11 '/2  a  share.  Some  big  institutions 
wanted  more,  so  the  stock  jumped  to 
13  the  very  next  day. 

Money  manager  Ed  Antoian  of  Dela- 
ware Management  has  acquired  a  57 
stake  and  thinks  the  stock  is  underval- 
ued even  at  13.  "The  company  is  back 
on  the  fast-growth  lane"  after  a  slow- 
down last  year,  says  Antoian.  He  fore- 


casts 1993  earnings  of  $1.30  a  share,  u] 
from  his  estimated  $1  for  1992,  and  4." 
for  1991. 

New  products  and  expanded  distr* 
bution  in  the  U.  S.,  says  Antoian,  wi 
help  spur  growth.  Forschner  will  ma 
ket  more  styles  of  Swiss  Army  watc 
es,  priced  at  $115  to  $750  each.  "Th 
watches  alone  will  contribute  $10  mi 
lion  in  sales  this  year,  up  from  $4  mi 
lion  in  1991,"  says  Antoian.  The  pro 
ucts  are  sold  mainly  to  retailers,  sue 
as  Wal-Mart  Stores  and  Macy's. 

Another  giant  retailer,  Kmart,  is  e 
pected  to  start  carrying  Swiss  Arm 
products  this  year.  One  big  investo 
says  that  Forschner  and  Kmart  exec 
fives  have  had  talks  about  a  deal.  One 
Kmart  agrees,  "its  order  could  be  a 
big  as  77'  of  Forschner's  sales,"  say 
this  pro. 


CLEANING  UP 
BY  CLEANING  UP? 


ercer  International  has  gone  i 
long  way  since  its  start  ii 
ll968  as  a  real  estate  invest 
ment  trust  in  Massachusetts.  It  recent 
ly  shed  its  REIT  business  and  has  red: 
reeled  its  focus  overseas,  to  Germany 
where  it  aims  to  be  big  in  environmeil 
tal  cleanup.  These  changes,  includini 
possible  plans  to  sell  its  remaining  f 
nancial-service  operations,  have  id 
stock  rising:  It's  up  to  IVa  a  shar 
from  4  in  October. 

"The  stock  is  terribly  cheap,  base^ 
on  the  present  management's  builduj 
of  the  company's  income  base,"  say 
investment  adviser  Andrew  Brichant  o 
Howard  Bronson.  He  sees  the  stoe 
leaping  to  15  a  share,  based  on  his  199 
earnings  estimate  of  $1  a  share,  u 
from  an  an  expected  75$  in  1991  an 
1990's  54$.  His  1992  earnings  numbe 
doesn't  take  into  account  what  Merce 
will  reap  from  cleanup  operation 
which  will  be  concentrated  largely  i 
eastern  Germany. 

Mercer  Vice-Chairman  Bill  Atkinso 
figures  that  the  German  operatic 
alone  should  kick  in  sales  of  $20  millio 
this  year  and  $38  million  in  1993,  bring 
ing  total  revenues  to  $105  million  i 
1992  and  $150  million  next  year.  Mei 
cer  acquired  a  German  environmenta 
services  company  last  year. 

Rumors  are  that  Mercer  is  in  talk 
with  some  companies  about  selling  it 
financial-services  assets,  including 
Canadian  insurance  company,  wort 
about  $34  million.  Mercer  will  keep  it 
807  stake  in  Nalcap  Holdings,  a  profii 
able  Canadian  iron-ore  mine. 
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Is  there  anyone  here  who  can  help?  Anyone  who  speaks  English? 
Then  you  remember.  The  name  on  The  Card  is  on  more  than  1700  travel 
locations  around  the  world.*  You  won't  find  that  with  a  bankcard. 
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The  Card. 
The  American  Express"  Card. 

Call  1-800-THE  CARD,  to  apply. 


UNIONS  I 


THIS  BRAWL  COULD  COST  CAT 
A  COUPLE  OF  ITS  LIVES 


Even  if  tlie  l"A\\'  ends  its  strike  soon,  Caterpillai'  may  be  the  loser 


L! 


ast  year,  before  the  United  Auto 
Workers  began  negotiating  what  it 
Ithought  would  be  identical  labor 
agreements  with  Deere  &  Co.  and  Cater- 
pillar Inc..  the  union  anticipated  smooth 
sailing  at  Cat  and  choppy  seas  at  Deere. 
The  cooperative  relations  forged  with 
Cat  after  a  near-ruinous  205-day  strike 
that  began  in  1982  would  make  all  the 
difference,  union  leadei-s  thought. 

What  they  overlooked'was 
Donald  \'.  Fites.  Cat's  new 
chief  executive,  who  after  a 
long  career  in  marketing 
was  negotiating  his  first 
union  deal.  Fites  had  taken 
over  the  construction-equip- 
ment maker  in  mid-1990  d. 
termined  to  whip  it  iniu 
shape.  Fii*st.  he  sliced  its 
bloated  S2.4  billion  in  over- 
head. Then,  despite  im- 
proved factory  relations.  1.' 
went  after  labor  costs.  Fiit  - 
rejected  the  terms  of  a  new 
pact  that  Deere  accepted 
last  fall  and  has  continued 
to  do  so  throughout  a  five- 
month  selective  strike  in- 
volving some  11.000  of  Cat's 
l(i.500  unionized  workers. 

Now.  it  looks  as  if  Cat 
could  lose  its  gamble.  Its 
strike  losses — nearing  SlOO 
million  so  far — could  take 
yeai-s  to  recoup.  And  though 
there's  always  a  chance  that 
Cat  could  salvage  the  situa- 
tion. Fites  is  showing  signs 
of  distress.  On  Feb.  19.  with 
negotiations  going  nowhere, 
the  company  withdrew  its 
central  demand  for  the  right 
to  negotiate  separate  agree 
ments  at  its  17  profit  cen- 
tei-s.  But  that  failed  to  jump- 
start  talks.  I  AW  officials  are 
determined  to  maintain  the 
principle  of  "pattern"  bar- 
gaining and  still  insist  on  a 
Deerelike  deal. 

If  this  goes  on  for  much 
longer.  Cat  could  emerge 
from  the  battle  with  little  to 
show  except  disgruntled 


workers.  Already,  the  showdown  has 
damaged  the  cooperative  relations  that 
have  helped  Cat  raise  its  productivity  by 
30^;^  since  19S6.  Says  Jay  Roberts,  presi- 
dent of  L  AW  Local  786  in  York.  Pa.;  "The 
animosity  they've  created  will  have  long- 
term  repercussions."  On  Mar.  6,  Cat 
raised  the  ante  even  more  by  declaring  a 
formal  impasse — t%-pically  a  sign  that  a 
company  plans  to  impose  its  latest  con- 
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HARD  FEELINGS:  WILL  PRESTRIKE  PRODUCTIVITY  GAINS  SURVIVE? 


CATERPILLAR  VS.  THE  UAW 


What  separates  the  t 

Company  proposal 

wo  sides 
Union  proposal* 

WAGES 

One  3  °o  wage  hike  for 
12,800  of  Cat's  16,500 
union  workers 

One  3  °o  wage  hike  for  all 
workers,  plus  two  onetime 
payments  of  3  ~o  each 

Lower  pay  for  new  hires  at 
parts-distribution  centers 

Same  wage  scales  for  all 
union  workers 

BENEFITS 

Medical  co-payments  and 
a  preferred-provider  plan 

A  traditional  plan  with  no 
co-payments 

JOB 

SECURITY 

Employment  levels  can  fall 
by  attrition 

Guaranteed  number  of 
union  jobs 

■'Bosed  00  contrtxt  won  at  Deere  lost  yeor 


tract  offer.  This  could  be  a  bluff  to 
the  union  to  budge.  But  if  Fites  folloi 
through,  the  L  aw  would  hkely  resp' 
by  striking  the  50'^^  of  Cat's  capac 
that  remains  open.  And  that  could  dr; 
the  company's  two-month  inventoiy 
the  midst  of  its  best  selling  season. 

Fites  has  taken  his  hard  stance  out 
a  desire  to  avoid  the  tj-pe  of  batter^ 
Cat  suffered  during  his  first  year  in  < 
driver's  seat.  The  company's  chief  nej 
tiator.  Jerry  L.  Brust.  points  out  tl 
60'  f  of  Cat's  SIO  billion  in  sales  are  ma 
ovei^seas — and  37^f  of  those  sales  s 
exports  from  the  U.  S.  So  when  the  q 
lar  climbed  21'  '  against  the  yen  in  19 
it  helped  knock  Cat's  1990  profits  do 
58'''.  to  8210  million. 
CURRENCY  HEDGE.  Brust  savs  Fites  M 
w  orried  tiiat  another  swing  in  the  doL 
could  leave  Cat's  profit  margins  vulnd 
hie  to  price  competition  from  JapanJ 
rival  Komatsu  Ltd.  Fid 
who  declined  to  be  inti 
viewed,  wants  to  hed 
against  this  eventuality 
limiting  any  increase  in  j 
832.35  his  average  worl 
earns  in  hourly  comperJ 
tion.  His  latest  set  of  d 
posals  includes  smaller  d 
hikes  than  Deere  granj 
last  fall,  plus  other  wa 
concessions  for  specif 
groups  of  workers  (tabf 
He  also  wants  smaller 
creases  than  Deere  accep 
in  pension  and  health  bi 
tits.  This,  says  Brust 
"w  hat  it  will  take  to  be  glj 
;.lly  competitive." 

L  AW  officials  don't 
"hat.  Even  Brust  estims 
Cat's  own  proposal  wo| 
push  its  labor  costs  up 
S150   million   over  th 
years.  And  the  differe 
between  that  and  wha 
would  have  cost  to  acc 
the  Deei"e  deal  may  have 
ready  been  eaten  up 
strike  losses.  Analyst  To 
M.  Levko\ich,  who  foil 
the  construction-equipm 
industry  for  Smith  Bar: 
Harris  Upham  &  Co., 
Cat  could  lose  more 
8100  million  in  the  f 
quarter  of  1992.  mainly 
cause  of  the  sti'ike.  He 
figures  that  at  least  pai- 
Cat's  1991  loss  of  8404 
lion  reflected  the  walkoui 
If  that's  the  case.  wha| 
Fites  after"?  The  ans 
could  be  a  much  bigj! 
prize.  Initially,  Fites  g"? 
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At  last,  everything 
you Ve  been  waiting  for 
in  an  affordable 
plain  paper  laser  fax. 

Including  a  break. 

Fujitsu  set  the  industry  standard  in  laser  plain 
paper  faxes.  Today,  the  dex  740  sets  a  new  stan- 
dard It  combines  an  affordable  purchase  price 
and  low  operating  costs,  with  high-performance 
features  designed  to  keep  your  business  running 
smoothly.  '"liug 

A  break  from  bottlenecks.  No  more  standing 
in  hne  for  the  fax  machine.  With  its  dual  access 
feature  the  dex  740  can  prepare  one  document 
lor  sending  while  transmitting  another.  Make 
copies  while  it's  sending  or  receiving.  Scan  and 
program  a  document  for  delayed  broadcast  while 
It's  receiving.  And  perform 
any  function  you  choose 
at  the  touch  of  a 
single  button. 


Is  1.5  seconds 
^jio  fast  enough? 

That's  all  the  time 
it  takes  for  the  dex 
740  to  scan  one  page. 
No  other  fax  gives  you 
that  break.  Plus  a  trans- 
mission speed  of  just  9  seconds. 

Clear  efficiency.  Communication  flows  with 
optimum  efficiency,  with  the  clarity  of  Ultra- 
Smooth  printing  and  automatic  error  correction 
Even  when  you're  replenishing  paper  or  sup-  ' 
Phes,  the  dex  740  continues  to  transmit  and 
receive  documents  uninterrupted. 

Backed  by  the  experts.  Add  to  the  above,  the  fact 
hat  It  s  backed  by  one  of  the  largest,  dedicated 
ee  wh'vTh  7'"^^,^"°"^    the  world,  and  you'll 

Sowhywajtanylonger?ContactFujitsuImaging 
Systems  of  Anaenca,  36  Apple  Ridge  Road 
Danbury,  CT  06810  or  call  1-800-243-7046 


Fufrrsu 


The  global  computer  and  communications  company. 


the  I'AW  two  examples  of  the  type  of 
concessions  he  wanted.  He  proposed 
only  cost-of-living  increases  for  3,700 
lower-skilled  workers  throughout  the 
company,  arguing  that  they  earn  more 
than  similar  employees  at  other  compa- 
nies in  the  area.  He  also  proposed  lower 
wage  scales  for  new  hires  in  Cat's  four 
parts-distribution  facilities.  In  his  latest 
proposal,  Fites  kept  these  demands  and 
added  a  third  for  workers  at  another 
location.  But  he  dropped  his  insistence 
that  management  be  allowed  to  contin- 
ually negotiate  cut-rate  deals  over  the 
ne.xt  three  years  at  other  profit  centers. 

That  sudden  softening  in  what  the 
U.\w  had  viewed  as  Cat's  central  demand 
has  now  focused  attention  on  the  other 
major  issue:  job  security.  Cat  has  cut  its 
work  force  by  24,000  since  1979.  So  the 
union  wants  it  to  maintain  its  current 
number  of  jobs  during  a  new  pact,  as 
Deere  will.  Instead,  Fites  is  insisting  on 
a  plan  that  only  guarantees  individual 
workers  their  jobs,  which  would  let  Cat 
cut  its  work  force  by  attrition.  Brust 
argues  that  the  U.wv  "should  stand  the 
test  of  the  marketplace  just  like  us." 
UNITED  FRONT.  But  I  AW  officials  see  a 
hidden  agenda.  The  average  Cat  worker 
is  46  years  old,  and  more  than  60''  of 
Cat  employees  will  be  eligible  to  retire 
within  six  years.  When  that  happens, 
union  leaders  say,  Fites's  proposal 
would  let  Cat  shrink  its  work  force — and 
perhaps  even  shift  some  vacant  jobs  to 
nonunion  suppliers.  The  l  AW  wants  no 
part  of  that. 

If  UAW  leaders  hold  firm,  as  seems 
likely,  Fites  has  some  big  decisions  to 
make.  His  bottom  line  may  be  to  match 
Deere  on  pay  if  he  gets  some  give  on  job 
security.  But  there  are  no  signs  of 
cracks  in  the  maw's  rank  and  file.  And  a 
total  shutdown  would  almost  certainly 
hurt  the  company's  market  share,  which 
has  remained  at  30'/'  of  worldwide  con- 
struction-equipment sales  even  during 
the  walkout.  Indeed,  several  Cat  dealers 
say  they're  worried  about  running  out  of 
some  equipment  by  May.  If  that  hap- 
pened, Cat  might  be  tempted  to  hire  re- 
placement workers.  But  the  conse- 
quences would  be  huge.  Many  Cat 
employees  are  highly  skilled  and  not  eas- 
ily replaced,  particularly  since  several 
plants  are  in  semirural  areas  that  lack 
large  work  forces. 

Even  if  none  of  that  happens,  the 
damage  is  going  to  be  bad  enough.  It 
took  years  of  painstaking  work  by  Cat 
managers  to  offset  the  ill  will  caused  by 
the  1982  strike.  Now,  that  achievement 
has  been  undermined.  Fites  isn't  yet 
playing  an  all-or-nothing  hand.  But  un- 
less he  performs  a  miracle  at  the  bar- 
gaining table,  his  company  could  emerge 
even  less  competitive  than  it  was  before 
it  decided  to  fight. 

By  Kevin  Kelly  in  Peoria.  III. 


CHEMISTRY  ^^^^^^^^^^^^—■^^^^^■^^^—^^^■^^1^3 


DAVIS:  DEVELOPING  A  STURDY  "MOLECULAR  SIEVE"  THAT  WOULD  REFINE  CRUDER  GRADES  OF  «| 


BETTER  LIVING 
THROUGH— CATALYSTS? 


ol 


Recent  advances  may  lead  to  new  miracle  drugs  and  more 


For  the  past  10  years,  between 
teaching  budding  chemical-engi- 
neering students  at  California  In- 
stitute of  Technology,  Professor  Mark 
E.  Davis  has  repaired  to  his  campus  lab 
to  play  with  piles  of  sand.  Davis'  special- 
ty is  zeolites — grains  made  of  silicon, 
aluminum,  and  oxygen  that  are  used  as 
catalysts  in  oil  refining.  Molecules  of 
crude  enter  thousands  of  tiny  holes  in 
zeolites,  where  they  react  with  an  acid 
and  break  down  into  gasoline,  heating 
oil,  and  various  byproducts.  Davis"  goal 
is  to  create  synthetic  zeolites  with  big- 
ger pores  to  accommodate  the  large  oil 
molecules  in  the  heaviest  crude.  Enlarg- 
ing these  pores  by  just  a  billionth  of  an 
inch  could  be  a  big  deal:  The  National 
Research  Council  says  a  17'  increase  in 
the  gasoline-making  efficiency  of  cata- 
lysts would  save  22  million  barrels  of  oil 
a  year  and  cut  the  U.  S.  trade  deficit  by 
more  than  $400  million. 

The  prospect  of  this  and  other  payoffs 
has  lit  a  burner  under  chemistry  labs 
around  the  country.  For  decades,  new 
catalysts  have  been  developed  mainly  by 
trial  and  error.  Scientists  knew  that  they 
worked  without  understanding  how.  But 
recent  advances  in  lab  equipment,  such 
as  the  scanning-tunneling  microscope. 


have  provided  the  first  glimpse  of  h 
individual  atoms  are  arranged  on 
surfaces  of  catalytic  materials. 

This  knowledge  is  turning  what 
long  been  an  art  into  a  science  aimed 
designing  catalysts  for  specific  jo 
Among  the  many  advances  this  co 
eventually  lead  to  are  miraculous  n 
medicines,  "nanoscale"  computer 
cuits,  and  more  efficient  solar-power 
vices.  And  instead  of  just  cleaning 
pollution,  "designer  catalysts"  mi} 
avoid  it  in  the  first  place.  "We  can  n 
design  catalysts  to  make  only  a  pr 
uct — without  polluting  byproduct 
says  James  A.  Cusumano,  president 
Catalytica  Inc.,  a  catalyst  maker 
Mountain  View,  Calif. 
GOLDEN  AGE?  Catalysts  are  the  marri; 
brokers  of  chemistry:  They  help  fo 
new  chemical  bonds  in  other  materials 
make  a  desired  product,  then  emerge 
changed  and  ready  to  start  over  agj 
Products  made  this  way  already  ref 
sent  about  a  quarter  of  America's  gr 
national  product.  Industrial  cataly 
turn   chemicals   into  everything  fr 
plastics  to  paint  to  drugs.  And 
logical  catalysts,  called  enzymes,  h 
make  food,  drink,  and  detergents.  N 
the  latest  advances  indicate  that  the  h 
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of  catalysts  may  lie  just  ahead, 
jlites  are  a  case  in  point.  Nature's 
1  is  dug  from  rock  quarries.  But 
lists  such  as  Davis  are  crystallizing 
varieties  from  different  materials, 
nstance,  one  way  to  get  the  bigger 

for  processing  heavier  oil  is  to  sub- 
;e  phosphorous  for  silicon  in  a  zeo- 

structure.  For  the  moment,  such 
?ular  sieves,  as  they're  called,  can't 
;tand  the  pressure  and  heat  of  re- 
y.  So  Davis  is  trying  to 
'  larger-pored  sieves  from 
lier  silicon.  He  and  others 
also  designing  zeolite 
branes  that  would 
mline  the  refining  pro- 
by  separating  oil  products 
le  step.  Currently,  ener- 
tensive  distillation  col- 
;  vaporize  oil  and  cool  the 
ting  gases  to  separate 
us  products. 

)lites  can  do  many  other 

too.  They're  replacing 
ting  phosphates  as  water 
mers  in  laundry  deter- 
>,  where  they  act  as  mi- 
ile  sponges  to  soak  up 
rals  that  make  water 

Meanwhile,  some  scien- 
hope  to  turn  sieves  into 
electronic  and  optical  de- 
..  One  goal  is  making 
ical  sensors  that  would 
er  an  alarm  when  mole- 

of  a  particular  gas  or 
tant  entered  their  pores, 
her  use,  says  Geoffrey 

a  chemist  at  the  Univer- 
of  Toronto,  might  be  to 
3  tiny  semiconductor  tran- 
"s,  or  switches,  that  have 
fior  electronic  and  optical 
?rties  compared  with  to- 
>  semiconductors. 
1ST.  But  for  all  their  di- 
ty,  zeolites  can't  match 
exquisite  precision  of  en- 
:s.  These  biological  cata- 

influence  all  chemical  re- 
ns  in  the  body — and  some 
de  it.  The  ability  of  en- 
!S  to  break  down  carbohy- 
!S  and  process  sugars,  for 
:iple,  helps  in  making 

beverages,  and  stain-eating  deter- 
5.  And  now,  enzymes  are  finding 
(  more  exotic  uses. 
Igene  Inc.,  a  biotech  company  in 
•en,  N.  J.,  has  built  a  library  of  7,000 
abes,  or  microorganisms  that  con- 
enzymes.  Among  these  is  a  bacteria 
attacks  methylene  chloride,  a  car- 
een on  the  Environmental  Protection 
ley's  most-wanted  list.  Placed  in  a 
lactor  in  a  factory  waste  stream — at 
General  Electric  Co.  plant  so  far — 
nicrobes  convert  the  toxin  into  car- 
dioxide,  water,  and  salts. 


Celgene  is  also  using  enzymes  to  puri- 
fy drugs.  The  key  molecules  in  many 
drugs  occur  in  two  slightly  varying 
forms,  each  of  which  may  have  hugely 
different  effects.  The  birth  defects 
caused  by  thalidomide,  normally  a  seda- 
tive, may  result  from  one  of  these  vari- 
ants. Eliminating  the  undesirable  form  is 
usually  difficult  and  costly.  But  Celgene 
has  found  enzymes  that  can  do  the  job 
quickly  and  cheaply.  Celgene  says  the 


WHAT'S  NEW  IN  CATALYST  RESEARCH 


SONOCATALYSI 


frequency  uitra- 
tes  intense  heat 
when  radiated  into 
d  be  used  as  a  con- 
ch catalyst  for  pro- 
;  making  purer  spe- 


PHOTOCATALYSIS 


Research  into  how  light  acts  as  a 
catalyst  and  works  on  other  cata- 
lysts is  leading  to  new  ways  to 
purify  contaminated  groundwa- 
ter. Understanding  artificial  pho- 
tosynthesis could  also  yield  more 
efficient  solar  energy  devices 


market  for  purifying  drugs  this  w;iy 
may  exceed  $3  billion  within  a  decade. 

An  even  more  dramatic  development 
is  the  engineered  abzyme,  or  catalytic 
antibody.  This  technology  gives  antibod- 
ies— disease-fighting  proteins — the  abili- 
ty to  enhance  chemical  reactions  the 
way  enzymes  do.  Since  antibodies  can  be 
tailored  to  latch  on  to  almost  any  mole- 
cule, abzymes  could  enable  scientists  to 
change  almost  any  chemical  reaction  in 
the  body.  "Once  you  can  custom-tailor 
enzymes,"  says  Peter  G.  Schultz,  a 
chemist  at  the  University  of  California 


at  Berkeley,  "you  have  many  more  op- 
portunities to  cure  illness."  Some  50  ab- 
zymes have  been  developed  so  far,  in- 
cluding one  that  may  fight  skin  cancer 
by  repairing  DNA  damage  caused  by  ul- 
traviolet light  from  the  sun. 

Meanwhile,  scientists  are  using  light 
and  sound  as  catalysts.  In  photosynthe- 
sis, sunlight  acts  as  a  catalyst  to  spur 
chlorophyll-containing  cells  to  make  food 
for  plants.  Now,  researchers  at  Arizona 
State  University  and  Argonne 
National  Labs,  to  name  two, 
are  close  to  capturing  the  en- 
ergy generated  by  this  molec- 
ular activity.  Says  Devens 
Gust,  a  professor  at  Arizona 
State:  "What  we  have  is  a  so- 
lar battery  that,  in  principle, 
you  could  use  to  drive  any- 
thing you  want." 

In  another  form  of  photoca- 
talysis,  scientists  from  the  Na- 
tional Renewable  Energy  Lab 
in  Golden,  Colo.,  and  from 
Sandia  National  Laboratories 
in  Albuquerque,  are  purifying 
groundwater  contaminated  by 
the  solvent  trichloroethylene, 
which  is  used  in  cleaning  ma- 
chinery. The  water  is  run 
through  tubes  containing  tita- 
nium dioxide  crystals.  Sun- 
light reacts  with  the  crystals 
to  degrade  the  contaminants 
"Sv  into  harmless  products.  Proj- 

ect  Leader  Hal  Link  at  the  Na- 
tional Renewable  Energy  Lab 
points  out  that  existing  meth- 
ods of  cleaning  groundwater 
merely  transfer  toxins  onto  fil- 
ters or  into  the  air. 

Scientists  are  even  looking 
to  high-frequency  sound 
waves,  or  ultrasound,  to  spur 
catalytic  reactions.  When  such 
sound  is  radiated  through  liq- 
uids, it  causes  gas  pockets  to 
expand  and  collapse  within 
fractions  of  a  second.  This  cre- 
ates tiny  spots  as  hot  as  the 
surface  of  the  sun — 9,600F — 
plus  pressures  equal  to  those 
on  the  sea  floor.  These  condi- 
tions might  make  catalysts 
work  better  in  many  produc- 
tion processes.  Indeed,  chemist  Kenneth 
S.  Suslick  at  the  University  of  Illinois  at 
Champaign-Urbana  has  used  ultrasound 
to  make  a  purer  form  of  "amorphous" 
iron.  Amorphous  metals  are  used  in 
magnetic  recording  heads  and  as  a  cor- 
rosion-resistant coating. 

From  oil  to  ultrasound,  catalysts  have 
come  a  long  way.  And  as  chemists  learn 
more  about  how  catalysts  work  and 
edge  closer  to  designing  them  from 
scratch,  they'll  be  building  a  lot  more 
than  castles  in  the  sand. 

By  Pamela  J.  Black  in  New  York 


&  TECHNOLOGY 


BUSINESS  WEEK/MARCH  23,  1992  85 


developments  to  Watc 


EDITED  BY  FLEUR  TEMPLETON 


THE  SPRUCE  GOOSE  WOULD  lOOK 
LIKE  A  TINKERTOY  NEXT  TO  THIS 


Operation  Desert 
Storm  proved  once 
again  that  transporting 
armed  forces  and  heavy 
equipment  quickly  to  far 
corners  of  the  world 
isn't  easy.  Stephan  F. 
Hooker,  president  of 
Aerocon  Inc.  in  Arling- 
ton, Va.,  has  a  solution: 
a  giant  so-called  wing- 
ship  that  could  lift  far 
more  weight  than  a  con- 
ventional airplane. 
The  chubby,  stubby- 
winged  craft  would  fly  just  15  to  100  feet  above  the  ocean, 
taking  advantage  of  the  cushion  of  dense  air  near  the  surface. 
Funded  by  the  Defense  Advanced  Research  Projects  Agency, 
Aerocon  calculates  that  a  550-foot-long  wingship  could  zip 
along  at  500  mph  with  a  cargo  of  2,000  troops  and  dozens  of 
helicopters  and  tanks.  Hooker  also  wants  to  collaborate  with 
Russian  engineers  who  have  long  been  researching  similar 
giant  flying  machines.  But  there's  a  hurdle:  the  price  for  each 
wingship  could  run  to  $600  million — as  much  as  a  B-2  bomber. 


GETTING  TO  THE  BOTTOM 
OF  GROUNDWATER  POLLUTION 


Predicting  groundwater  contamination  is  essential  for  pro- 
tecting water  supplies.  To  locate  toxic  seepage,  geologists 
use  flow  meters  and  special  tests  that  isolate  small  sections  of 
a  well.  But  scientists  at  the  Energy  Dept.'s  Lawrence  Berke- 
ley Laboratory  in  Berkeley,  Calif.,  and  the  National  Co-opera- 
tive for  the  Storage  of  Radioactive  Waste  in  Baden,  Switzer- 
land, have  devised  an  improved  groundwater-monitoring 
system,  dubbed  "hydrophysical  logging." 

Berkeley  hydrologist  Chin  Fu  Tsang  and  his  team  developed 
a  computer  program  called  BORE  that  analyzes  the  hydraulic 
properties  of  underground  rock  and  predicts  how  quickly  con- 
taminants will  move  from  a  given  point  of  origin.  The  software 
evaluates  data  from  fluid  logging — a  technique  that  measures 
the  chemical  changes  to  de-ionized  water  that  has  been 
pumped  into  a  borehole.  By  monitoring  or  "logging"  these 
changes,  scientists  can  determine  the  source  and  volume  of 
groundwater  pollution. 

The  new  system,  10  times  faster  than  most  tests  and  more 
accurate  than  How  meters,  is  being  used  in  Switzerland  to 
study  possible  underground  sites  for  nuclear-waste  disposal. 
And  GZA  GeoEnvironmental  Inc.  in  Newton,  Mass.,  is  using 
BORE  to  evaluate  pollution  in  shallow  wells  in  the  U.  S. 


YOU'LL  FEEL  A  LITTLE  PINCH,  AND 
WE'LL  HAVE  RESULTS  IN  A  MINUTE 


The  need  for  physicians  to  send  blood  samples  off  for  lab- 
oratory tests  often  slows  diagnosis.  Now,  i-.ST.-\T  Corp.  in 
Princeton,  N.J.,  has  developed  a  pocket-size  blood  analyzer 
that  produces  results  in  just  90  seconds.  The  .$3,000  device 
relies  on  microchip  biosensors  to  detect  conditions  that  reveal 
ailments  such  as  anemia  and  diabetes.  And  the  analyzer  re- 


quires just  a  pinprick  rather  than  a  test-tube  sample  of  bk 
A  combination  of  electronics  and  chemistry  does  the  trji 
The  first  step  is  to  place  two  drops  of  blood  in  a  microcjg 
cartridge  that  is  inserted  into  the  hand-held  analyzer.  M'i 
brane-tipped  sensors  measure  electrical  potential,  conductive 
or  resistance  in  the  sample.  The  readings  indicate  levelsa 
blood  sugar,  nitrogen,  red  blood  cells,  and  common  electrol>| 
such  as  potassium.  More  complex  analyses,  such  as  testing  ir 
HIV,  the  virus  that  causes  AIDS,  still  require  lab  tests. 

The  $12  cost  of  each  cartridge  far  exceeds  the  pennies-ji- 
test  cost  of  large  lab  machines.  But  i-STAT  thinks  the  de^  - 
will  sell  to  hospitals  attracted  by  the  quick,  efficient  diag^(^.^ 


A  DRIVER'S-EYE 
VIEW  OF  CAR  CRASHES 


lost  people  who've  been  in  an  auto  accident  never  fo 
Ithat  moment  when  time  and  space  effectively  blur 
help  carmakers  understand  exactly  what  happens  during 
sions,  Eastman  Kodak  Co.  has  devised  a  motion-analysis 
tem  that  can  withstand  40-mph  crashes. 

A  rugged,  steel-encased  electronic  camera  mounted  in 
test  vehicle  sends  images  in  computer-compatible  digital 
mat  to  a  remote  system  that  can  record  up  to  12,000  pict 
per  second.  Carmakers  can  thus  watch  collisions,  then  re 
them  in  slow  motion.  "With  this,  we  can  do  something  ins 
ly  that  generally  took  us  two  days,"  said  James  Moon-Dup 
a  safety  expert  at  Ford  Motor  Co.  in  Dearborn,  Mich. 

Kodak  marketer  Gerald  Lilly  estimates  the  new  system 
sell  for  more  than  $60,000.  But  the  system  means  that 
makers  don't  have  to  destroy  as  many  cars  in  crash  t 
Moreover,  having  this  information  in  digital  form  lays 
groundwork  for  future  test  crashes  done  in  the  comp 
generated  world  known  as  virtual  reality. 


WATCH  OUT,  SPIDERMAN— 
LANCE  STONE  IS  ON-LINE 


'hack!  Thunk!" 
The  narrative 
between  hero  Lance 
Stone  and  his  assailant 
is  in  the  best  comic-book 
tradition.  But  the  story 
of  Lance  Stone:  Trouble 
at  the  Woz  isn't  frozen 
in  print.  It's  an  electron- 
ic comic  book  for  person- 
al computers. 

The  drawings  are 
spiced  with  sounds,  occa- 
sional animation,  and  so- 
called  hypertext  technol- 
ogy, which  makes  the  comics  interactive.  At  certain  poi 
you  can  switch  to  a  subplot  or  watch  events  unfold  in  the  j 
2091  from  the  viewpoint  of  another  character  at  the  Wo: 
next-century  nightspot.  Developed  by  PC  Comix  Inc.  in  I 
land,  Ore.,  the  first  version  of  HyperComix  for  IBM-type 
with  color  monitors  will  cost  $20.  Its  cliff-hanger  ending  le£ 
you  itching  for  more. 

PC  Comix  is  a  startup  co-founded  by  Paul  Mace  and  Douj 
Zeffer.  Mace  is  president  of  Paul  Mace  Software  Inc. 
author  of  Mace  Utilities,  a  popular  set  of  PC  programs.  Ze 
helped  found  GRAFX  Group  Inc.,  a  computer-art  compan^'ir. 
San  Juan  Capistrano,  Calif.  The  two  longtime  comic-book  iK 
predict  HyperComix  will  be  a  $100  million  market  by  199i 
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The  1992  Buick  LeSabre. 
To  make  it  better... 


AD  New,  All  Buick 


Buick  LeSabre— a  car  whose  reputation 
for  quality  is  legendary— has  been  totally 
redesigned.  Here's  how  we  are  making 
it  even  better. 

Safer 

The  new  LeSabre  offers  a  standard  driver 
air  bag,  front-wheel-drive  traction  and 
available  anti-lock  brakes. 

More  Powerful 

A  170-horsepower  3800  V6  engine  with 
tuned-port  injection  and  a  4-speed 
automatic  transmission  equipped  with 
computerized  shift  control  provide 
smooth,  sure  power. 


DynaRide  Smoothness 

LeSabre's  DynaRide®  suspension  senses 


road  conditions  and  responds  to  create  a 
remarkably  smooth,  library-quiet  ride. 


Roomier 

LeSabre  offers  6-passenger  seating,  plus 
generous  head-  and  legroom,  and  a 
17-cubic-foot  trunk  with  an  easy-access 
low-liftover  design. 

Fuel  Economy 

The  full-size  LeSabre  delivers  fuel 
economy  some  mid-size  sedans  can't 
even  match 


EPA  ESTIMATED  MPG 

18/city 

28/liighway 

BUICK 

The  New  Symbol  For  Quality 
In  America. 


To  learn  more  about  the  1992  LeSabre 
please  call  1-800-531-1 1 15.  Or  better  yet, 
see  your  Buick  dealer. 


©1991  GM  Corp.  All  rights  reserved 
LeSabre  is  a  registered  tradernarl<  of  GM  Corp 
Bucide  up,  America 
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COMPUTERS! 


FINAL  INSPECTION:  HP'S  REVAMPED  WORKSTATION  UNIT  HAS  STARTED  WINNING  BACK  MARKET  SHARE 


SUDDENLY,  HEWLETT-PACKARD 
IS  DOING  EVERYTHING  RIGHT 


It  axed  a  raft  of  committees.  Now,  new  products  fly  to  market 


It  was  early  last  December,  and  time 
was  running  out  for  Hewlett-Pack- 
ard Co.  In  barely  a  month,  it  was 
supposed  to  introduce  a  hot  new  work- 
station. But  market  researchers  said 
that  at  $7,500,  the  machine  was  priced 
$2,500  too  high  to  compete  with  models 
from  archrivals  Sun  Microsystems  Inc. 
and  Digital  Equipment  Corp.  Stolid, 
slow-moving  HP  was  delivering  a  dud. 

Or  was  it?  Within  a  week,  HP  engi- 
neers had  hustled  to  configure  a  new 
workstation,  priced  at  $4,990 — a  sly  five 
bucks  less  than  Sun's  cheapest.  Stolid? 


Slow-moving?  Try  swift  and  surprising: 
Fifty-three-year-old  HP,  for  much  of  the 
1980s  a  victim  of  corporate  calcification, 
suddenly  is  one  of  the  hottest,  most  ag- 
gressive computer  makers  around.  By 
slashing  bureaucracy  and  accelerating 
product  development  over  the  past  two 
years,  the  Palo  Alto  (Calif.)  company  is 
gaining  market  share  and  opening  po- 
tentially vast  new  computer  markets. 

And,  at  a  time  when  most  of  the 
world's  largest  computer  makers  are 
watching  profits  evaporate  and  stock 
prices  plunge,  HP  is  delighting  investors 


HP:  A  BOOM  IN 
NEW  PRODUCTS... 


...AND  EPFECTIVE 
COST  CONTROLS... 


...HAVE  PAID  OFF 
HANDSOMELY 


■90  '91 

A  PERCENT 

DATA:  HEWLEn-PACKARD  CO.,  COMPANY  REPORTS 


▲  PERCENT 


II  III  IV  I 
■90 
▲  PERCENT 


IV  I   II  III  IV 
'91  '92 
■EXCLUDES  SPECIAL  CHARGES 


with  unexpectedly  strong  «- 
turns.  Analysts  had  anticipatS. 
only  flat  earnings  for  the  fijfc 
quarter,  ended  Jan.  31.  Inste; 
profits  were  the  best  in  f 
years.  A  new-product  explosiij 
coupled  with  cost  cuts,  scj 
earnings  soaring  49%,  to  $ci 
million,  on  a  13%  rise  in  sail 
to  $3.9  billion.  As  a  result, 
stock  shot  up  14%  on  Feb. 
to  73 Mi,  tying  a  record  set 
1987.  Analysts  raised  1992  eaj 
ings  estimates  by  20%, 
around  $5  a  share.  Declares 
Chief  Executive  John 
Young:  "We  can  get  more  ti 
our  fair  share  of  business.' 
SELF-RULE.  Even  competit 
are  impressed.  "They're 
toughest  company  we  go 
ter,"  says  Casey  Powell,  ch 
man  of  minicomputer  mal 
Sequent  Computer  Syste 
Inc.  "Whatever  they're  doi; 
ii's  working  pretty  damn  we 
Why  is  everything  click: 
now?  Young  has  eliminated  nearly  6,( 
jobs,  or  6%'  of  the  hp  work  force,  si^* 

1989,  boosting  sales  per  employee  6( 
But  even  more  important,  in  Octobfcif! 

1990,  he  and  David  Packard,  HP's  ch; 
man  and  co-founder,  dissolved  dozens 
committees  that  had  been  used  to  eve 
ate  all  decisions.  While  they  sp( 
months  politely  discussing  ideas,  marl 
windows  slammed  shut.  Now,  the  ccBiw 
puter  division  is  streamlined:  One  grc 
sells  minis  and  workstations  directly 
big  customers,  the  other  sells  print 
and  PCs  through  dealers.  They're  larg 
autonomous,  with  their  own  sales  fore  iirei 

The  whole  company  seems  speed 
In  less  than  a  week  last  August 
struck  a  deal  to  buy  a  service  busin 
from  Mentor  Graphics  Corp.  "I  was 
tally  amazed  they  could  move  that  fas  4 
marvels  Jack  Woida,  a  Mentor  marlpsi 
ing  director. 

The  fast  action  has  extended  to  pr 
uct  development  as  well.  In  the 
year,  HP  has  introduced  three  new  wc 
stations,  a  raft  of  minicomp 
ers,  two  groundbreaking  pr 
ers,  a  palmtop  PC,  a  n 
microprocessor  chip,  and 
new  test  and  measurement 
struments.  Some  60%  of 
orders  last  year  were  for  pr 
ucts  less  than  two  years  < 
compared  with  45%  in  1989 
The  trend  is  especially 
matic  in  computers.  Last  y« 
HP  replaced  its  entire  line  m 
21  new  models.  Vice-Presid 
Willem  P.  Roelandts  says  th 
machines  got  to  market  in  il 
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time  because  he  got  fast  approval  to 
technology  from  HP's  workstations, 
'ore,  it  would  have  taken  umpteen 
-nittees,"  he  says.  The  result:  While 
mini  market  is  growing  about  37f 
lally,  hp's  mini  sales  are  jumping  at 
J(  annual  clip.  And  sales  of  its  mod- 
with  industry-standard  Unix  soft- 
!  are  growing  507^,  expanding  HP's 
cet  share  by  snagging  IBM  main- 
le  and  DEC  v.^x  customers. 
CITABLE  PRINTERS.  Even  more  im- 
iive,  HP  has  held  on  to  607  of  the 
top  laser  printer  market — despite 
)etition  from  75  other  suppliers,  in- 
ng  Apple  Computer  Inc.  and  just 
t  every  Japanese  computer  maker, 
while  $800-and-up  HP  Laserjets  con- 
i  to  dominate  desktop  publishing, 
less  expensive  ink-jet  printers  are 
bing  market  share  from  cheap  dot- 
ix  printers.  Ink-jet  models  sell  for 
than  half  the  price  of  Laserjets  but 
more  profitable  because  HP  builds 
I  of  their  parts. 

it  HP  is  proudest  of  its  record  in 
;stations,  where  it  is  now  gaining 
market  share  lost  after  the  rocky 
;er  with  Apolio  Computer  Inc.  in 
A  new  HP  line,  introduced  10 
;hs  ago  as  the  fastest  on  the  mar- 
now  accounts  for  half  of  its  work- 
Dn  sales.  Even  though  short  sup- 
of  a  key  chip  slowed  shipments,  HP 
the  only  workstation  maker  besides 
in  Graphics  Inc.  to  increase  sales  in 
"ourth  quarter.  This  year,  analysts 
:t  it  to  take  share  from  Sun  and 
HP  no  longer  suffers  from  what 
oyees  call  "terminal  niceness."  Now 
iggressive.  An  ad  boasting  about 
peed  of  the  $4,990  workstation  chal- 
?d:  "Can  Sun  do  that?  Nope." 
engineers  also  are  helping  the  corn- 
create  entirely  new  markets.  The 
'.  palmtop  PC,  which  moved  from 
to  market  in  just  15  months,  has 
id  up  $50  million  in  sales  since  its 
iling  last  April.  On  Feb.  26,  HP  an- 
ced  plans  to  build  an  interactive- 
ision  device.  Says  the  vice-president 
arge,  Robert  J.  Frankenberg:  "Be- 
this  might  have  been  killed  in  a 
nittee  before  it  even  got  to  me." 
now,  a  new  company  charter  calls 
building  just  such  "information 
ances"  as  well  as  standard  comput- 
box). 

AORE  EASY  FIXES.  For  all  the  im- 

jments.  Young  has  plenty  to  do. 
IS  just  2%  of  the  worldwide  PC  mar- 
and  its  strategy  there  remains 
e.  More  important,  with  197  of  the 
billion  workstation  market,  HP  is 
behind  Sun,  with  297.  And  dec 
IS  its  speedy  Alpha  computers,  due 
in  late  1992,  will  blow  away  HP's 
ision  Architecture  design.  Says 
brecht  &  Quist  Inc.  analyst 
Tt  G.  Herwick:  "HP  has  to  make  a 
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lot  of  headway  in  the  next  18  months." 

The  big  cost  savings  are  over,  too.  HP 
will  have  to  keep  revenues  growing  rap- 
idly to  maintain  its  earnings  momentum. 
With  no  sign  in  sight  of  a  strong  eco- 
nomic recovery,  that  will  be  a  challenge. 
And  new  markets,  such  as  palmtops, 
probably  won't  pay  off  much  this  year. 

Finally,  there's  the  big  ciuestion  of 
who  will  replace  Young,  59,  when  he 
retires,  perhaps  as  early  as  next  year. 
One  hopeful  is  Executive  Vice-President 


Lewis  E.  Piatt,  head  of  minis  and  work- 
stations. He  wins  high  marks  for  an  ag- 
gressive style.  But  insiders  say  Execu- 
tive Vice-President  Richard  A.  Hack- 
born,  head  of  printers  and  PCs,  has 
demonstrated  more  vision.  His  relentless 
cost-cutting  in  manufacturing  and  distri- 
bution has  become  the  model  for  the 
new  HP.  Whoever  takes  over,  it's  clear 
that  for  the  first  time  in  years,  HP's  CEO 
will  have  the  wind  at  his  back. 

By  Robert  D.  Hof  in  Palo  Alto,  Calif. 


'IHFORMATION 
APPLIANCES' 
TURN  HP  ON 


In  early  1989,  Hewlett-Packard  Co. 
Chief  Executive  John  A.  Young 
asked  some  managers  to  look  into 
the  future  of  personal  computers. 
What  they  saw  was  a  world  of  portable 
and  specialized  devices  communicating 
by  wireless  networks.  These  "informa- 
tion appliances"  would  be  easy  to  use 
and  tailored  for  particular  applications. 


THE  95LX:  THE  PALM-SIZE  POWERHOUSE  IS  A  BIG  WINNER 


But  nothing  like  that  was  on  HP's 
drawing  boards.  After  an  early  entry — 
and  retreat — from  the  laptop  PC  mar- 
ket, HP  was  thinking  strictly  desktop. 

Alarmed,  Young  began  pushing  HP 
to  cram  computers  into  smaller  pack- 
ages. "These  technologies  are  going  to 
drive  the  computer  industry  of  the 
'90s,"  he  says.  HP  won't  stop  making 
its  bread-and-butter  minicomputers  and 
workstations.  Young  says  they  will 
form  the  "digital  backbone"  needed  to 
make  handheld  computers  most  useful. 
But  a  big  chunk  of  the  industry's 
growth,  he  believes,  will  come  from  the 
new  varieties  of  computer. 

HP  is  not  alone  in  making  information 


appliances,  but  its  first  foray  into  the 
market  is  a  clear  winner.  Introduced 
last  April,  the  95LX  is  a  palm-size  PC 
that  runs  the  popular  Lotus  1-2-3 
spreadsheet.  About  $50  million  worth 
of  the  $700  devices  have  been  sold. 
And  1,200  makers  of  software  and  peri- 
pherals plan  to  offer  other  add-ons. 
One  designed  for  pilots  and  surveyors, 
for  instance,  lets  the  95LX  pinpoint  its 
location  anywhere  in  the  world. 
TV  TOY.  Young  promises  a  flood  of 
variations.  Some  possibilities:  A  95LX 
containing  the  blue  book  of  used-car 
prices  or  a  local  Multiple  Listing  Ser- 
vice for  Realtors — both  updatable  via 
radio.  A  portable  version  of 
hp's  gas  chromatograph 
could  consult  a  remote  data 
base  of  known  substances  to 
identify  industrial  gases. 

Last  month,  hp  made  an 
even  more  audacious  move 
away  from  the  computing 
mainstream:  It  announced 
plans  to  build  a  wireless,  in- 
teractive-television device  for 
TV  Answer  Inc.  in  Reston,  Va. 
The  box  allows  viewers  to 
play  along  with  game  shows, 
order  food,  and  do  their  bank- 
ing on  a  TV  set.  HP  expects  in 
the  first  year  to  sell  1.5  mil- 
lion of  the  PC-like  devices. 

To  some,  a  toy  for  couch 
potatoes  seems  like  a  mighty 
big  stretch  for  techie  HP. 
"Consumers  have  never  at- 
tached an  HP  peripheral  to  a 


TV  set,"  notes  Gary  Arlen,  a  communi- 
cations consultant  in  Bethesda,  Md. 
Still,  HP  has  been  selling  calculators  to 
consumers  for  years,  increasingly 
through  mass  merchandisers  such  as 
Circuit  City  Stores  Inc.  And  hp's  repu- 
tation for  quality,  argues  Carolyn  Grif- 
fin Osgood,  an  analyst  at  market  re- 
searcher International  Data  Corp., 
makes  it  "just  the  right  company  to 
get  into  consumer  electronics." 

Young  has  no  delusions  about  mak- 
ing hp  into  an  American  Sony,  howev- 
er. "We  are  not  going  to  make  an  hp 
Walkman,"  he  promises.  But  an  HP 
Blue  Bookman,  perhaps? 

By  Robert  D.  Hof  in  Palo  Alto,  Calif 
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COLGATE:  OH  WHAT  A  DIFFERENCE 
A  YEAR  CAN  MAKE 


Costs  are  down,  margins  are  up,  and  it's  about  to  gobble  up  Mennen 


R 


euben  Mark  has  always 
been  an  energetic  sort, 
jounding  around  his  of- 
fice and  waving  his  arms  as  he 
speaks.  But  lately,  he  has  be- 
come even  more  active  than 
usual.  To  stay  trim,  the  53-year- 
old  chairman  of  Colgate-Palm- 
olive Co.  has  taken  up  jogging 
near  his  suburban  Connecticut 
home.  He  keeps  an  exercise 
bike  near  his  office.  He  has 
even  been  known  to  drop  down 
and  do  50  quick  push-ups  on  his 
beige  office  carpet. 

Hard  as  he  has  been  pushing 
himself,  it's  nothing  compared 
with  the  way  he  has  been  driv- 
ing his  company.  Over  the  past 
year,  once  stodgy  Colgate  has 
announced  a  major  restructur- 
ing, raised  $446  million  in  a 
public  equity  offering,  started 
manufacturing  toothpaste  in 
China,  and  committed  $900  mil- 
lion for  a  collection  of  acquisi- 
tions. The  biggest:  its  $670  mil- 
lion takeover  of  Mennen  Co.,  announced 
on  Feb.  13.  It  is  all  part  of  Mark's  1990 
plan  to  double  net  income  to  $640  million 
by  1995. 

GLOBE-TROTTING.  Before  Mark's  tenure 
began  eight  years  ago,  that  goal  would 
have  seemed  impossibly  distant.  Market- 
ing everything  from  kosher  hot  dpgs  to 
golf  equipment,  Colgate  chronically  un- 
derperformed.  About  the  only  place  it 
excelled  was  in  international  markets, 
where  it  made  a  name  for  itself  ^ 
before  there  was  much  competi- 
tion. But  Mark  pared  operations 
down  to  five  core  businesses  and 
began  cutting  costs.  He  recruited 
former  Corning  Inc.  executive 
Edward  T.  Fogarty  to  be  Colgate 
U.  S.'s  president,  who  in  turn  em- 
barked on  a  pricing  strategy  that 
has  more  than  doubled  domestic 
operating  margins  over  the  past 
three  years  (chart). 

For  now,  international  -T" 
sales  remain  Colgate's  • 
strong  suit.  Its  wide  dis- 
tribution— in   such  mar- 
kets as  Australia,  Latin  i^mmsr 


America,  the  Far  East,  and  more  recent- 
ly Eastern  Europe — has  helped  diminish 
direct  competition  with  heavyweights 
Procter  &  Gamble  Co.  and  Unilever. 
Last  year,  two-thirds  of  Colgate's  $6.1 
billion  in  sales  and  64%  of  its  profits 
came  from  overseas.  Colgate  toothpaste, 
No.  1  in  the  world  for  decades,  has  in- 
creased its  share  from  less  than  30"  to 
43%  under  Mark. 
But  there's  no  way  Colgate  can  avoid 


CLOSING  THE  GAP 


TOTAL  1988  SALES 

S4.7  BILLION 


DATA:  PRUDENTIAL  SECURITIES  INC 


ESTIMATED  1992  SALES 

$6.9  BILLION 


its  rivals  in  the  U.  S.,  wherefe 
toothpaste  ranks  No.  2  heYM 
P&G's  Crest  brand.  Despite  {jr 
sonal-care  and  household-gofc 
sales  of  more  than  $1  billioiilEi 
the  U.  S.,  profits  were  squeejai 
by  Colgate's  oversized  sgs 
force  and  the  costly  trade 
motions  it  relied  on  to  boost 
brands  against  bigger  rival^ 
All  that  began  to  change 
1989,  when  Colgate  brought 
Fogarty.  Instead  of  proppjf.'ij 
up  lagging  brands,  such 
Ajax  and  Fab  detergents,  p'J 
garty  cut  deeply  into  the 
motions  given  to  retailers.  Cli-ir 
currently,  he  raised  prices  m 
stronger  brands,  such  as  toiih-  : 
paste  and  dishwashing  liquifc  :: 
FOLLOW  THE  LEADERS.  As  |^  1 
pected,  volume  and  marpan 
share  in  detergents  plung|..iii 
The  combined  share  of 
Ajax,   and   other  brands 
from  around  10.5%   to  at 
6.5%,  but  operating  resultsgF. 
detergents  started  to  climb  into 
black  in  1990.  Although  Colgate  rem;  us 
badly  outweighed  by  P&G  and  Unile' 
which  together  control  some  80%o  of 
market,  its  detergent  business  nov 
profitable.  Since  1988,  total  U.S.  af 
tax  profits  grew  184%,  to  about  $90 
lion  last  year,  on  net  margins  of 
Says  Fogarty:  "We  far  outstripped  wjtfst 
anyone  thought  we  could  do." 

But  if  Mark  is  going  to  double 
^        gate's  earnings  by  1995,  he 
have  to  do  a  lot  more  than  r 
its  aging  brands.  Some  of  the 
sponsibility  for  growth  will 
to  Lois  D.  Juliber.  The  for 
head  of  Far  East  and  Canada 
erations,  Juliber  recently  bee 
chief  technological  officer,  o 
seeing  research  and  developn 
of  new  products. 
That's  a  tough  job.  The  cor 
ny  has  had  some  wini 
overseas,  notably  in  L 
•       American  markets, 

innovative  new  prod  St- 
for  U.  S.  consumers  Iv* 
not  been  a  Colgate  jJi 
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k.  Last  fall,  the  company  began  its 
major  new-product  launch  in  the 
,  in  five  years  with  superconcentrat- 
ersions  of  Fab  and  Ajax  detergents, 
s  then,  Colgate  has  announced  plans 
I  reformulated  Palmolive  soap,  dish- 
ling  liquid  for  sensitive  hands,  and  a 
ng-soda  toothpaste.  Colgate  prom- 
to  back  these  and  existing  products 
a  big  U.  S.  ad  splash — estimated  at 
million  this  year,  up  25'7f  from  1991. 
D  MINE.'  Problem  is,  most  of  these 
ucts  are  of  the  me-too  variety  and 
ably  won't  grab  big  market  shares, 
new  detergents,  for  instance,  follow 
s  lead  into  the  market.  The  baking- 
toothpaste  is  a  response  to  Arm  & 
imer's  wildly  successful  brand, 
h  has  grabbed  about  %7'  of  the  U.  S. 
ipaste  market  since  1988.  With  that 
uster  lineup,  says  Andrew  S.  Shore, 
nalyst  at  Prudential  Securities  Inc., 
company  is  going  to  have  to  live  by 
law  of  acquisitions  over  the  next 
le  of  years  to  promote  growth." 
le  Mennen  deal,  set  to  close  in  April, 
;  to  be  an  excellent  move.  Although 
5515  million-a-year  company  was  too 
1  to  thrive  on  its  own,  Mennen's  de- 
ant  products,  such  as  Speed  Stick, 
nand  a  leading  share  in  the  $1.1  bil- 
niarket.  The  company's  14.2'a  oper- 
l  margins  will  help  boost  Colgate's 
all  domestic  margins  to  about  10%. 
fit  also  is  near-perfect  in  Latin 
rica.  Mennen  has  a  good  presence  in 
;  and  Venezuela,  while  Colgate  is 
ig  in  Mexico  and  Brazil.  Says  David 
[etzler,  president  of  Colgate's  Latin 
rica  division:  "Mennen  is  an  abso- 
little  gold  mine." 

irk  would  like  to  dig  up  a  few  more 
rets,  so  long  as  they  complement 
ate's  five  core  groups — the  mouth, 
)ody,  the  house,  fabric,  and  pet  food, 
urdy  balance  sheet  will  make  pur- 
es  easier.  Last  year's  equity  offer- 
)ared  debt  from  50%  to  36%  of  capi- 
Since  Colgate  basically  swapped 
es  for  Mennen,  the  debt  level  won't 
iffected.  Excluding  a  $243  million 
ge  last  September,  when  Mark  cut 
t  8%  of  the  work  force,  Colgate's 
dwide  operating  profits  for  the  year 
?  to  $622.6  million.  That's  a  gain  of 

from  1990.  Wall  Street's  reaction? 
ate  shares  have  climbed  some  287" 
le  past  year,  to  about  46,  compared 

a  22%  gain  for  the  Standard  & 
■'s  500-stock  index, 
ilgate's  chief  vows  to  keep  trimming 
!.  "Enough  is  never  enough,"  Mark 
.  Given  what  he  has  accomplished  so 
analysts  such  as  Bonita  Austin  of 
irson  Lehman  Brothers  Inc.  give 
ate  a  good  chance  of  reaching  its 

earnings  goals.  By  then,  the  ener- 
:  chairman  may  even  be  fit  enough 
in  a  marathon. 

By  Bruce  Hager  in  New  York 


CEO  ABRAMSON: 
TOUCH  TALK  FROM 
A  TOUGH  GUY 


STRATEGIES  I 


IN  THIS  CORNER,  IT'S 
U.S.  HEALTHCARE... 


Now,  the  successful  HMO  has  to  fend  off  the  insurance  giants 


In  an  industry  of  quiet  and  restrained 
managers,  Leonard  Abramson  is  as 
startling  as  an  icy  stethoscope.  The 
combative  chief  executive  of  U.  S. 
Healthcare  Inc.  rankles  administrators 
by  claiming  hospitals  are  too  costly  be- 
cause of  overstaffing.  Doctors  spooked 
by  litigation,  he  says,  drive  up  prices  by 
overtreating  patients.  Worst  of  all  are 
insurance  companies,  the  "dinosaurs" 
whose  relentless  rate  hikes  are  unset- 
tling corporations  and  employees  alike. 
"They  are  running  a  losing  race,"  he 
says.  Theirs  is  "a  dying  world." 

Abramson's  cocky  style  would  be  a  lot 
harder  to  stomach  if  his  company 
weren't  doing  so  well.  His  fast-growing 
health  maintenance  organization,  now 
operating  in  such  high-cost  locales  as 
New  York  and  Pennsylvania,  as  well  as 
in  six  other  Northeastern  states,  is  thriv- 
ing by  offering  a  lower-cost  alternative 
to  traditional  medical  care.  Over  the  past 
three  years,  membership  has  surged 
nearly  50%,  to  1.33  million.  Profits  last 
year  soared  95%,  to  $151  million,  on  a 
revenue  rise  of  28%,  to  $1.7  billion.  This 


year,  analysts  say  profits  could  rise  by 
an  additional  207'  or  more  as  revenues 
top  $2  billion,  double  the  1989  level. 

For  the  short  term,  U.  S.  Healthcare 
will  remain  hard  to  beat.  But  sustaining 
the  momentum  of  the  past  few  years 
will  be  tricky.  For  one  thing,  the  compa- 
ny, based  in  Blue  Bell,  Pa.,  may  become 
a  victim  of  its  own  success.  In  Decem- 
ber, New  York  regulators,  concerned 
that  maybe  U.  S.  Healthcare  is  a  little 
too  profitable,  denied  its  bid  for  a  10.77 
rate  increase,  permitting  only  a  97  hike 
in  the  first  quarter  for  new  or  renewing 
companies.  "If  we  feel  a  company  is  do- 
ing well  and  they  don't  need  an  increase, 
we  will  not  grant  them  an  increase," 
says  New  York  State  Insurance  Dept. 
spokesman  John  Calagna. 
HITTING  BACK.  Even  more  worrisome  are 
new  competitive  threats.  Once  lumber- 
ing insurance  rivals  such  as  CIGNA,  Aet- 
na, and  Prudential  have  awakened  to  the 
managed  care  approach,  in  which  pa- 
tients choose  from  a  pool  of  doctors  in 
return  for  lower  costs.  The  insurers  are 
assembling  their  own  networks  of  physi- 
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Osborne/McGraw  Hill  Computer  Books  Are  Available  At  These  Fine  Stores 


ALABAMA 


Birmingham,  AL 
Smith  and  Harwick 

PH:  (205)  591-9970 

University  Bool(store 

PH; (205) 934-4686 

Huntsville,  AL 
University  Bool(Store 

PH  (205)  895-6600 

Madison,  AL 
Madison  Books  and  Computer 

PH: (205)  772-9250 

Tuscaloosa,  AL 
University  Supply  Store 

PH: (205)  348-6126 


ALASKA  

Fairbanks,  AK 
Baker  &  Baker  Booksellers 

PH  (907)  452-2278 


CALIFORNIA  

Berkeley,  CA 
Cody's  Books 

PH  (510)  845-7852 

Burbank,  CA 
PC  Book  Nook 

PH:  (818)  567-0016 

Cerritos,  CA 
FEDCO 

PH:  (213)  860-7711 

Citrus  Heights,  CA 
Tower  Books 

PH  (916)961-7202 

Concord.  CA 
Tower  Books 

PH  (510)  827-2920 

Costa  Mesa.  CA 
FEDCO 

PH  (714)  979-2660 

Cupertino.  CA 
A  Clean  Well  Ligtited  Place 

PH  (408)  255-7600 

Computer  Literacy  Bookstiops 

PH,  (408)  973-9955 

Stacey's  Bookstore 

PH  (408)  253-7521 
FAX:  (408)  253-5861 

Escondido.  CA 
FEDCO 

PH  (619)  740-0100 

Long  Beach,  CA 
Forty-Niner  Stiops 

PH: (213)  985-5091 

Los  Angeles,  CA 
FEDCO 

PH:  (213)  946-2511 


Los  Angeles,  CA  (cont  ) 
OPAIVIP  Tectinical  Books 

1033  I\l-  Sycamore 
PH:  (213)  464-4322 

Tectinical  Book  Co. 

PH:  (213)  475-5711 

UCLA  Lu  Valle  Commons 
Bookstore 

PH:  (213)  825-4014 

UCLA  Students  Store 

PH  (213)  206-0763 

Menio  Park,  CA 
Kepler's  Books  &  IVIagazine 

PH:  (415)  324-4321 

Mountain  View,  CA 
Tower  Books 

PH  (415)  941-7300 

National  City,  CA 
FEDCO 

PH  (619) 474-9111 

Ontario,  CA 
FEDCO 

PH  (714) 947-8300 

Palo  Alto,  CA 
Stacey's  Bookstore 

PH  (415)  326-0681 
FAX  (415)  326-0693 

Stanford  Bookstore 

PH  (415)327-3680 

Pasadena,  CA 
FEDCO 

PH  (818)  449-8620 

Sacramento,  CA 
Hornet  Book  Store 

PH  (916)  278-5687 

Rezolution  Tectinical  Books 

PH  (916) 362-0240 

Tower  Books 

1600  Broadway 
PH  (916)  444-6688 

Tower  Books 

5950  Florin  Rd, 
PH  (916)  391-6121 

Tower  Books 

2538  Watt  Ave, 
PH  (916)  481-6600 

San  Bernardino.  CA 
FEDCO 

PH  (714)  888-4181 

San  Francisco.  CA 
Stacey's  Bookstore 

581  Market 

PH.  (415)  421-4687 

FAX:  (415)  777-5017 

Stacey's  Bookstore 

383  Sacramento 
PH  (415)  397-7935 

San  Jose,  CA 
Computer  Literacy  Bookstiops 

PH:  (408)  435-1118 

San  Luis  Obispo,  CA 
El  Corral  Bookstore 

PH:  (805)  546-1  101 


Santa  Barbara,  CA 
Cliaucer's  Bookstore 

PH  (805)  563-0010 

Stanford,  CA 
Stanford  Bookstore 

PH:  (415)  329-1217 

Sunnyvale,  CA 
Computer  Literacy  Bookstiops 

PH  (408)  730-9955 

Van  Nuys.  CA 
FEDCO 

PH:  (818)  786-6863 


COLORADO  

Colorado  Springs.  CO 
IVIcKinzey-Wtiite  Booksellers 

PH  (719)  590-1700 

Denver.  CO 
Auraria  Book  Center 

PH:  (303)  556-3230 

The  Tattered  Cover 

PH:  (303)  322-7727 

Longmont.  CO 
United  Tech  Book  Co. 

PH  (303)  651-3184 


CONNECTICUT  

New  Haven,  CT 
Yale  Co-op 

PH  (203)  772-2200 

Stoors,  CT 
Univ.  of  Connecticut  Co-op 

PH  (203) 486-3537 


DELAWARE  

Newark,  DE 
MclVlahon  Books 

PH  (302)  366-7575 

University  of  Delaware 
Bookstore 

PH  (302) 451-2637 


DISTRICT  OF  COLUMBIA 

Washington,  DC 
Olsson's  Books  and  Records 

1200  F  St  NW 

PH  (202)  347-3686 

Olsson's  Books  and  Records 

1307  19th  St  NW 
PH:  (202)  785-1133 

Olsson's  Books  and  Records 

1239  Wisconsin  Avenue  NW 
PH: (202)  338-9544 

Reiter's  Scientific  & 
Professional  Books 

PH  (202)223-3327 


FLORIDA 


Coral  Gables,  FL 
Software  Doctor 

PH:  (305)  446-5124 

Ft,  Lauderdale,  FL 
Sunshine  Software 

PH:  (305)  493-5047 

Gainesville,  FL 
University  of  Florida 
Bookstore 

PH: (305)  392-5195 

Miami.  FL 
Downtown  Book  Center 

PH  (305)  377-9939 

Orlando,  FL 
It's  Academic  University 
Shoppe 

PH:  (407)  658-4612 

Sarasota,  FL 
Paperback  Booksmith 

PH:  (813)  922-5000 


GEORGIA  

Atlanta,  GA 
Georgia  Tech  University 
Bookstore 

PH  (404)  894-2515 

Oxford  Bookstore 

PH: (404)  262-3333 

Marietta.  GA 
(Micro  Center 

PH  (404)859-1543 


HAWAII  

Honolulu,  HI 
ftonolulu  Book  Shops  Ltd. 

PH:  (808)  536-9512 


IDAHO 


Boise,  ID 
The  Book  Shelf 

PH  (208)  377-5294 


ILLINOIS 


Chicago,  IL 
Kroch's  &  Brentano's 

PH  (312)  332-7500 
(800)  833-BOOK 

Naperville,  IL 
Books  &  Bytes 

PH:  (708)  416-0102 
(800)  541-2126 


INDIANA 


Bloomington,  IN 
Book  Corner 

PH  (812)  339-1522 


Indianapolis,  IN 
Chapters  Bookshop 

PH  (317)  872-2665 


IOWA 


Ames.  lA 
University  Book  Store 

PH  (515)  233-5140 

Des  Momes,  lA 
University  Bookstore 

PH:  (515)  274-3401 


KENTUCKY 


Bowling  Green.  KY 
Western  Kentucky  University 
Bookstore 

PH:  (502)  745-5801 

Lexington.  KY 
Hardware  &  Software  ShopF 

PH:  (606)  277-9777 

Kennedy  Bookstore 

PH: (606)  252-0331 

Prescott  Books 

PH: (606)  254-7863 

Louisville.  KY 
University  of  Louisville 

PH: (502)  588-6679 


MARYLAND  

Bethesda.  MD 
Olsson's  Books  and  Records 

PH  (301) 652-3336 

College  Park.  MD 
Maryland  Book  Exchange 

PH:  (301)  927-2510 

University  Book  Center 

PH  (301) 454-3222 

Rockville,  MD 
Cucumber  Book  Shop 

PH  (301)  881-2722 


MASSACHUSETTS 


Boston.  MA 
Boston  University  Bookstori 

PH:  (617)  267-8484 

Lauriat's  at  Copley  Place 

PH:  (617)  262-8858 

Museum  of  Science  Store 

PH:  (617)  723-2500 

Northeastern  Univ.  Booksto 

PH  (617)  437-2286 

Waterstone's  Booksellers 

PH  (617)  859-8030 

Burlington.  MA 
Lauriat's 

PH  (617)  272-7806 
Soft  Pro 

PH:  (617)  273-2919 


(continued  after  advertisement  on  next  page)  • 


1W  BOTTOM  UNE 

or  BUSINESS 
PRODUCTIVITY. 

Computer  Books  from  Osborne/IVkGraw-Hill 


Quicken'  5  Made  Easy 

by  David  Campbell  and 
Mary  Campbell 

All  the  newest  features  ot 
ttiis  top-selling  accountmg 
package  are  described  step 
by  step  by  two  financial 
experts.  Covers  QuickPay 
and  tax  preparation  tips 

$19.95,  A  Quality 
Paoerback,  502  pp 
ISBN  0-07-881775-7 


Simply  Windows 

by  IVIary  Campbell 

A  beautifully  illustraled 
guide  to  Windows  for 
absolute  computer 
beginners  Provides  a  non- 
intimidaling  introduction 
that  teaches  the  basics  of 
operating  Windows 
effectively 

$14.95,  A  Quality 
Paperback,  208  pp 
ISBN  0-07-881743-9 


1-2-3  for  Windows 
Made  Easy 

by  Mary  Campbell 

A  simple  inlroduclion  to 
using  the  new  release  ot 
Lotus'  spreadsheet  for 
Windows  Packed  with 
exercises,  examples  and 
illustrations  for  easy 
leaming 

$19.95  A  Quality 
Paperback,  385  pp 
ISBN  0-07-881731-5 


f/i  J|  Productivity  Is  Only  A  Page  Away. 

i:nil  OsborneMcGi-aw-Hill 


PC  Tools  : 
The  Complete 
Reference, Second 
Edition 

by  Hy  Bender 

This  comprehensive  desktop 
resource  lists  every  PC  tools 
Version  7  0  and  7 1  feature 
command,  and  technique 
Handy  "quick  start"  tutorials 
are  also  included 

$29.95  A  Quality 
Paperback,  823  pp 
ISBN  0-07-881 748-X 


WordPerfect  for 
Windows  Made  Easy 

By  Mella  Mincberg 

Learn  WordPerfect  for 
Windows  quickly  and 
painlessly  Just  follow  clear 
instructions  and  examples, 
and  you'll  soon  be  getting 
the  results  you  need 

$24.95  A  Quality 
Paperback,  700  pp 
ISBN  0-07-881742-0 


DOS:  The  Complete 
Reference,  Third  Edition 

By  Kris  Jamsa 

Jamsa's  best-selling  DOS 
reference  has  been  greatly 
revised  and  expanded  to 
coverall  versions  of  DOS 
through  Release  5  Every 
DOS  detail  is  explored  for 
users  at  every  skill  level, 
A  MUST  HAVE' 

$29.95  A  Quality 
Paperback,  1124  pp 
ISBN:  0-07-881700-5 


Copyngfit     1992  IVlcGraw-Hill,  Inc 


^  (see  advertisement  on  previous  page) 


(Massachusetts  Cont'd) 

Cambridge,  MA 
Harvard  Coop  at  Harvard  Sq. 

PH:  (617)  499-2000 

MIT  Coop 

PH:  (617)  499-3230 

Quantum  Books 

PH:  (617)  494-5042 

WordsWortli  at  Harvard  Sq. 

PH  (617)  354-5201 

Worcester,  MA 
Talnuck  Bookseller  &  Sons 

PH  (508)  756-7644 


MICHIGAN  

East  Lansing,  Ml 
MSU  Bookstore 

PH  (517)  353-3450 
FAX:  (517)  353-9827 

Flint,  Ml 
Young  &  Welshams 
Booksellers 

PH  (313)  732-0620 
(800)  336-8290 


Mlf\ll\IESOTA  

Minneapolis,  MN 
Baxter's  Books 

PH:  (612)  339-4922 


MISSOURI  

St  Louis,  MO 
Washington  University 
Bookstore 

PH  (314)  935-5696 


MONTANA  

Bozeman,  MT 
IVISU  Bookstore 

PH  (406) 994-0211 


NEBRASKA  

Lincoln,  NE 
Nebraska  Bookstore 

PH  (402)  476-01  11 


NEVADA  

Las  Vegas,  NV 
Computer  Warehouse  of 
Nevada 

PH  (702)  368-1010 


South  Nashua.  NH 
Lauriat's  -  Pheasant  Lone 
Mall 

PH  (603) 891-1520 


NEW  JERSEY  

Newark,  NJ 
Newark  Book  Center 

PH: (201)  642-7956 

New  Brunswick,  NJ 
Rutgers  University  Bookstore 

PH  (908)  246-8448 

Perth  Amboy,  NJ 
DADAP  Technologies,  Inc. 

PH  (908)  324-7790 

Princeton,  NJ 
Princeton  University  Book 
Store 

PH  (609)  921-8500 

Secaucus,  NJ 
Excell-Tech  Computers,  Inc. 

PH  (201) 617-7903 


NEW  YORK  

Ithaca,  NY 
Cornell  Campus  Store 

PH  (607)  255-2934 

Long  Island  City,  NY 
ABEST  International,  Inc. 

PH  (718)  507-8485 

New  York,  NY 
Barnes  &  Noble 

105  5th  Ave 

PH  (212)  675-5500 

Coliseum  Books 

1775  Broadway 
PH  (212)  581-5352 

McGraw-Hill  Bookstore 

1221  Ave  ot  the  Americas 
PH  (212)  512-4193 

Mt.  Sinai  Medical  Bookstore 

100th  St.  &  5th  Ave, 
PH  (212)  241-2665 

Papyrus  Books 

2915  Broadway 
PH:  (212)  222-3350 

Tower  Books 

383  Lafayette  PI. 
PH  (212)  228-5100 

Rochester,  NY 
Campus  Connections  — 
R.l.T. 

PH  (716)  475-2501 


NEW  HAMPSHIRE  

Salem,  NH 
Lauriat's  -  Rockingham  Park 
Mall 

PH  (603)893-1266 


OHIO   

Akron,  OH 
University  ol  Akron  Bookstore 

PH  (216)  972-6710 

Beachwood,  OH 
Booksellers 

PH: (216) 831-5035 


Chagrin  Falls.  OH 
Inside  Story 

PH:  (216)  543-8168 

Cincinnati,  OH 
DuBois  Bookstore 

PH.  (513)  281-4120 

Micro  Center 

PH: (513)  782-8500 

University  of  Cincinnati 
Bookstore 

PH:  (513)  556-1292 

Cleveland,  OH 
Case  Western  Reserve 
University  Bookstore 

PH  (216)  368-2650 

Cleveland  State  University 
Bookstore 

PH  (216)  861-6464 

Micro  Center 

PH  (216)  449-7000 

Upgrade  Computer  Supra 
Store 

PH:  (216)  734-4755 

Columbus,  OH 
Ohio  State  University 
Bookstore 

PH:  (614)  292-2991 

Micro  Center 

PH: (614)  481-4427 

Dayton,  OH 
Books  &  Co. 

PH  (800)  777-4881 

Wilkles 

PH:  (513)  223-2541 

Fairborn,  OH 
Wilkies 

PH:  (513)  429-1677 

Wriglit  State  University 
Bookstore 

PH  (513)  873-2875 

Hudson,  OH 
Adamy  Books 

PH  (216) 653-2665 

Pocky  River,  OH 
Booksellers 

PH: (216)  333-7828 

Shaker  Heights,  OH 
Booksellers 

PH  (216)  751-9100 

Westerville,  OH 
Micro  Center 

PH  (614)  481-8041 


OREGON  

Beaverton,  OR 
Powell's  Bookstore 

PH  (503)  643-3131 

Portland,  OR 
Portland  State  Bookstore 

PH  (503)  226-2631 

Powell's  Technical  Books 

PH:  (503)  228-3906 
(800) 225-6911 


PENNSYLVANIA 


King  of  Prussia,  PA 
Gene's  Books 

PH:  (215)  265-6210 

Philadelphia,  PA 
Quantum  Books 

PH  (215)  222-0611 

University  of  Pennsylvania 

PH:  (215)  898-7520 

Pittsburgh,  PA 
University  of  Pittsburgh  Book 
Center 

PH:  (412)  648-1452 

State  College,  PA 
University  Book  Center 

PH: (814)  238-0524 

West  Chester,  PA 
Chester  County  Book  Co. 

PH:  (215)  696-1661 


PUERTO  RICO 

San  Juan 
Software  City 

PH:  (809)  250-8896 


RHODE  ISLAND  

Providence,  Rl 
Brown  University  Bookstore 

PH  (401)  863-3168 


SOUTH  CAROLINA 

Columbia,  SC 
South  Carolina  Bookstore 

PH  (803)  799-7188 


TENNESSEE 


Knoxville,  TN 
Campus  Bookstore 

PH  (615)  525-7336 

Davis-Kidd  Booksellers 

PH:  (615)  690-0136 

University  of  Tennessee 
Bookstore 

PH  (615)  974-1054 

Memphis,  TN 
Davis-Kidd  Booksellers 

PH:  (901) 683-9801 

Memphis  State  University 
Bookstore 

PH: (901)  678-2011 

Rhodes  College  Bookstore 

PH  (901)  726-3535 

Tiger  Bookstore 

PH  (901)  324-2808 

Nashville,  TN 
Davis-Kidd  Booksellers 

PH  (615)  385-2645 


Nashville,  TN  (cont,) 
Professional  Booksellers 

PH: (615)  383-0044 

Tower  Books 

PH:  (615)  327-8085 

Vanderbilt  University 
Bookstore 

PH:  (615)  322-2994 


TEXAS 


Austin,  TX 
University  Co-operative 
Society 

PH:  (512)  476-7211 

Dallas,  TX 
Major's  Scientific  Bookstor 

PH:  (214)  631-4478 


Taylor's  Technical  Bookstorp 

PH:  (214)  239-TECH 

Denton,  TX 
University  Bookstore 

PH:  (817)  565-2592 

Houston,  TX 
Brown  Book  Shop 

PH  (713)  652-3937 


da 

'ii. 


VIRGINIA 


Alexandria,  VA 
Olsson's  Books  and  Record 

PH:  (703)  684-0077 

Blacksburg,  VA 
University  Bookstore 

PH:  (703)  231-5991 


WASHINGTON 


Bellevue,  WA 
Tower  Books 

PH: (206)  451-1110 

University  Bookstore 

PH:  (206)  646-3300 

Seattle,  WA 
Elliott  Bay  Book  Company 

PH: (206) 624-6600 

Tower  Books 

PH: (206) 283-6333 

University  Bookstore 

PH: (206)  634-3400 


WISCONSIN  

Madison,  Wl 
University  Book  Store 

PH  (608)  257-3784 

Milwaukee,  Wl 
Harry  W.  Schwartz  Booksh!  i  ' 

PH    (414)  274-6406 

(800)  552-7323        ■  ' 

UWM  Bookstore 

PH: (414)  229-4201 


ie  Corporation 


and  hospitals.  But  they  boast  of 
flexibiUty  by  allowing  employees 

e  out-of-netvvork  doctors  as  long  as 

ers  pay  more  of  the  cost.  "We've 

formed  ourselves,"  says  William  H. 

(ey  Jr.,  a  senior  vice-president  at 

k  Employee  Benefits  Co. 

g  insurance  giants  stand  a  good 

ce  of  clobbering 

nal  HMOs  such  as 
Healthcare.  They 
vast  numbers  of 

■ams,  with  differ- 

eductibles  and  lev- 

f  benefits  tailored 

ch  employer.  And 

ise  U.S.  Health- 
operates  in  only 
states,  it's  at  a 

vantage  in  wooing 

jyers  with  its  far- 

•  facilities.  "Com- 

s  that  are  nation- 
scope  only  want 

y  from  companies  that  are  national 

;ope,"  says  Robert  D.  Eicher,  a 

h  plan  consultant  with  A.  Foster 

ins  &  Co.  of  New  York. 

New  Jersey,  Prudential  is  signing 

lOugh  employers  to  nip  at  Abram- 
heels:  The  Pru  added  53,000  man- 


lAST  CLIMBER 


_  U.S.  HEALTHCARE  CLOSING  g% 
SHARE  PRICE  / 
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aged  care  members  last  year  to  hit 
203,000,  about  half  the  number  U.S. 
Healthcare  serves.  "The  neat  thing  is 
there  is  competition  out  there,"  says  Pa- 
tricia Coyle,  benefits  manager  at  Rohm 
&  Haas  Co.  Her  Philadelphia  company, 
now  a  U.  S.  Healthcare  client,  is  thinking 
about  adding  managed  care  programis 
from  others. 

But  U.  S.  Healthcare 
isn't  checking  into  the 
intensive  care  ward 
just  yet.  It  is  respond- 
ing with  more  flexible 
programs,  such  as  a 
"versatile  HMO"  that 
lets  employees  use  out- 
of-network  medical  ser- 
vices with  written  per- 
mission from  their 
primary  U.  S.  Health- 
care doctors.  Similar  to 
the  insurers'  plans,  pa- 
tients pay  annual  de- 
ductibles of  $500  per  family  and  foot 
257o  of  the  bill  for  these  extra  services, 
compared  with  out-of-pocket  costs  of  $2 
per  visit  to  primary-care  doctors  within 
the  network.  Such  programs  help  draw 
skeptical  employees  into  managed  care 
networks,  according  to  an  upcoming  re- 
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port  from  InterStudy,  a  Minnesota 
health  policy  group. 

As  might  be  expected  with  an  aggres- 
sive boss  like  Abramson  at  the  controls, 
U.  S.  Healthcare  is  a  tough  competitor — 
sometimes  maybe  too  tough.  To  slam 
Prudential  Insurance  Co.  of  America, 
U.  S.  Healthcare  executives  recently  cir- 
culated a  letter  from  the  insurer  telling 
a  corporate  client  of  an  S17o  rate  hike. 
What  U.  S.  Healthcare  didn't  say  was 
that  it  had  already  refused  to  bid  on 
serving  the  client,  citing  insufficient  fi- 
nancial data.  Also,  the  client  worked  out 
a  better  deal  with  the  Pru  in  the  end. 

Wall  Street  evidently  isn't  too  worried 
about  U.  S.  Healthcare's  future.  Its 
shares  rocketed  from  21  in  September  to 
around  56  earlier  this  year,  then  slipped 
a  bit  with  the  rest  of  the  market  in 
March  (chart).  The  main  reason  for  in- 
vestor enthusiasm  seems  to  be  that  U.  S. 
Healthcare  still  has  lots  of  growing 
room.  It  serves  only  1.8%  of  New  York 
metropolitan-area  residents,  for  in- 
stance. But  then,  its  competitors  are  go- 
ing to  be  chasing  those  same  customers. 
If  Abramson  isn't  careful,  the  insurance 
"dinosaurs"  may  yet  make  the  ground 
around  him  tremble. 

Bi/  Joseph  Weber  in  Blue  Bell.  Pa. 


The  information  service 

that's  more  than 
a  retriever.  It's  your  own 
personal  bloodhound. 


Just  $29-95  gets  you  started  mid 
includes  three  free  hours* 

For  more  information,  call 

1-800-522-3567,  Ext.  231 


can  read  when  it's  most  convenient  for  you. 
Up-to-the-second  information  that's 
drawn  from  our  pro- 
prietary newswires, 
the  full  text  of  The 
Wall  Street  Journal. 
and  thousands  of  other 
local,  regional  and 
national  business  pub- 
lications. You'll  also  have  access  to  a  wealth 
of  historical  business  and  financial  data. 

To  send  Dow  Jones  News/Retrie\'al 
chasing  after  the  news  you  need,  simply 
call  our  toll-free  number 

Dow  Jones  News/Retrieval^ 

The  lifeblooci  of  business.'" 

AiKHk-t  s(.-r\Ki.-  tn>m        imx-s  Inlnmijlinn  vrMLcs 

'One -lime  uffer  lo  ne^  L  S  members  oni\  Free  time  is  per  account  and  must  be  used  within  30  days  after  receipt  of  password  Certain  dau  bases  havecharges  in  addition  to  usage 
fees,  which  are  excluded  horn  the  tree -time  offer  Dow  lones  News/Retrieval  is  a  registered  service  mark  andT^ie  Vail ^rrve: Journal  is  a  registered  trademark  of  Dowfones  & 
Companv,  Inc  ©  19^52  Dow' lones  &  Compan\  [nc  .Ml  Right  Reserved 

BUSINESS  WEEK/MARCH  23,  1992  95 


Dow  Jones  News/Retrieval  is  not  only 
loyal,  it's  extraordinarily  obedient.  Not 
only  will  it  fetch  facts 
for  you,  but  all  on 
its  own  it  will  re- 
lentlessly —  and 
continuously— 
track  down 
exactly  the 

news  and  information  you  need. 

All  you  have  to  do  is  set  up 
electronic  folders  for  topics  you 
v,-ant  to  be  kept  current  on.  Then 
News/ Retrieval  automatically  searches 
through  the  vast  news  sources  of  Dow  Jones, 
and  feeds  the  folders  a  steady  stream  of 
timely,  preselected  news.  All  of  which  you 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 


mmBUSINESSnWEEK 

mAmrm 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL6061 1 
FAX:  (312)  337-5633 


Office  Supplies/Equipment 


America's  Lowest  Priced  yj«wj?SALE 
Office  Supplies  Direct  to  You  '~(Sp^~' 


WLZim  HEWLETT 
VPl  PACKARD 

""^^^^^ 

(fCnuine  HP  Laser  Jet 
II,  IID,  111  Cartridge 
Order  No:  92295ZHLP 

$69^(f>4orinore) 

3M^ 

* 

UQUID 

paptR 

5.25"  DSDD  Disks 
Order  No:  00234THM 
52«EA 

White  Correction  Fluid 
Order  No:  55401 PMT 

58«EA 

1"  Biacit  Ring  Binder 
Order  No:  67981NBB 
84<EA 

You  simply  won't  find  lower  piices  on  brand  name  office  supplies  than  at 
Wholesale  Supply  Company.  Over  9,600  different  items,  same  day  shipping, 
and  all  at  prices  you  have  to  see  to  believe.  So  call  now  for  your  free  catalog. 

1-800-962-9162 


Financial  Services 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
treme// vulnerable 
stocks  (rated  8  or  9 
-including  some  very 
famous  names- 
which  I  believe  could 
"take  a  bath/' I'll  rush  marTINZWEIG 
you  the  Performance 
Ratings  ($45  value)  as  a  bonus  with 
your  subscription  to  The  Zweig  Fore- 
cast. Time  IS  crucial. 

Three-Month  Trial  $55. 
One  Year  $265.  Visa  or  MC 
1-800-535-9649  Ext.  9024. 

THE  ZWEIG  FORECAST 

RO,  Box  2900,  Wantagh,  NY  11793-0926 


What  you  don't  know  about 
investing  could  fill  a  book... 


r 


•  And  It  Has  ■ 


I 


The  1992  $upertrader's  Almanac 


by  Frank  A.  Tauchcr 


Free  brochure 
1-800-878-7442 


Menswear/Fashion 


men's  WIDE  SHOES 


EE-EEEEEE,  SIZES  5-13 

Extra  widtfi  for  men  who  need  it. 
Excellent  variety, 
styling  and 
quality. 
Send 
for 
FREE 
CATALOG 

The  Widest  SBlecllon  ol  llie  Widest  Shoes  Anywhere! 
HITCHCOCK  SHOES,  INC 

Dept.S.SC  Hingtiam.  \\.\  02043 


Education/Instruction 


Major  British  University  offers 

InternatiofV*'  MBA 

entirely  tnrougn  nome  study. 

No  Bacfielor's  required  Recognized  by  US  Dep'l 
of  Education.  Onginally  founded  1820,  Under 
$6,000.  Alice  Edwards,  Heriol-Wati  Univer- 
sity,  (US  Agency),  1 780  Sfiattuck  Ave,,  Berke- 
ley CA  94709,  toll-free  (800)  MBA-0707  or  fax 
(51 0)841 -871 1.Tfiank  you   


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Work,  Lite  and  Acailemic 
Etpenence  •  No  Classroom 
Attendance  Recuired 


Call  (800)  423-3244 

or  send  detailed  resume 
lor  Free  Evaluation 

Pacific  Western  University 

600  N  Sepulveda  Blvd  DepI  170 
Los  Angeles  CA  90049  USA 


Business  Software 


Business  Opportunities 


r 


PERSONALIZED 
BOOKS 


Make  money  from  home  with  your 
computer , , ,  Start  part-time  with 
potential  earnings  of  $5,000 
or  more  per  month , ,  print 
personalized  ctiildren's  books. 


1 


DEALERSHIPS  AVAILABLE 
Only  $1499 


Best  Personalized  Books 


L3107  Chapel  Downs  Drive  ■ 
Dallas.  TX  75229   .   (214)  357-6300  ■ 


INVEST  IN  POLAND! 

Polish  Enterprises  are  looking  for 
qualified  partners.  There  are  many 
opportunities.  Call  Euro-Hands  for 
information: 

Tel  206/774-0144  •  Fax  206/774-6898 


Venture  Capital 


Venture  Capital 
Directory 

More  than  a  list,  500+  sources  described: 
detailed  contact  information;  investment 
preferences;  tips  for  winning  proposals; 
giossarv;  etc,  $50;  satisfaction  guaranteed 

Online  Publishing,  inc 

800-824-1086  ext401 


Computer  Networking 

PRINTER  SHARINGL 

InstantNET 

•  Hug  i  Pnnt,  NO  Software  &  NO  Tranmgi 

•  ONLY  $59  per  PC,  ajnned  jp  to  '6  PCs 

•  30  Day  Money  Back  Guarantee' 

MAXELAN  Inc. 
Call  Toll  Free  1-800-234-1688 


Computer  Equipment 


PS/2n  UPGRADES 


New  Systems  •  Drives  •  Parts 
Deep  Discounts 
COMPUTER  TECHNIQUES 
625  East  Merritt  Avenue  Suite  K 
Merritt  Island,  FL  32953 
Phone/Fax  (407)  453-8783 


Telecommunications 


BUSINESS  OWNERS 

Reduce  your  long  distance 
bill  by  15-25%  with  AT&T. 
800  service,  too. 

Free  quote  1-800-831-9441 


CELLULAR  TELEPHONE 

Batteries  and  Accessories 


MOST  BATTERIES  $49.95 

Highest  Capacity  •  Longest  Lasting 
Full  One  Year  Warranty 
1-800-538-3222 


Cable  TV 


CABLE  TV  DESCRAMBLEn 

CONVERTERS,  ACCESSORIII 

Name  Brands.  Lowest  Prices.  Best  Senil 
For  FREE  16-page  color  catalog  C3l 

"cl'-M%"A'Nr(800)234-10(»| 


FREE  CATALOG!  1-800-345-8? 
JERROLD  HAMLIN  OAK  El 

CABLE  TV  descrambler; 


•  Special  Dealer  Pricesi  •  Compare  Our  Low  Rej 
Prices!  •  Orders  From  Slocl(  Sliipped  Immeiliale 
•  Guaranteed  Warranties  S  Pnces! 
•  All  Maioi  Credit  Cards 
PACIFIC  CABLE  CO.,  INC. 
7325V2  Reseda.  Dept. 853     Reseda,  CA  S 
For  catalog,  orders  a  info.  1-600-345-891 


Catalogs 


rKITES 

I  FREE  COLOR  CATALOG 

I  Choose  from  over  200  kites. 
'  Many  unusual  &  innovative  designs. 
I  Call  or  write  for  your  catabg  todayl 

I  Into  The  Wind  •  jsooj  54i-ol 

■  1408-BW  Pearl  St.,  Boulder,  CO  803 


A  Catalog 
of  Bright  Ideas! 

SAVE  ENERGY  COMPANY 

•  a  planetary  store  • 

2410  Harrison  St  T,  San  Francisco 
CA94110        8  00-326-2  1  20 


Sales  Promotion/Marketii|j- 


*  G  Hfl.ll.An  I  I  C    PiicinoccpC  . 


'  9  Million  U  S  Businesses 
Ielep>ont  Veiilied  willi  CoiilacI  Name  and  Employee  Sii 

♦  1  ;  Million  High  Income  Ameiicans  •  M  Millioo  Consumers/Re 

•  I  :  Million  Canaduin  fiuMoesses    •  Oppoitonity  Seekeis 

FREE  Catalog  ■  Call  1402)  331-7169  or  wi 
American  Business  Lists 

PO  Bo.  27347,  DepI  01 -062  •Omaha,  NE  i 


7U 


ITPAYSTOADVERTIS 
IN  THE  BUSINESS  WEE 
MARKET-PLACE 

The  Business  Week  Mark! 
Place  Section  is  a  special  I 
vertising  feature  appearinci 
the  first  Issue  of  each  morl 
The  Market-Place  provics 
an  ideal  Showcase'  for  if- 
vertlsers  who  have  produB 
or  services  that  appeal  o 
Business  Week's  more  tfn 
6.2  million  response 
readers. 
For  rates  and  information  VKritjJi 

BUSINESSWEEK 
MARKET-PLACE 
100  East  Ohio  St.,  Suite  62 
Chicago,  IL  60611 
or  call  (31 2)  337-3090 
or  FAX  (31 2)  337-5633 


Too  Slow?  =e*^ 

■!^T..^  .    ■  •  problem  for  $200 

InenitlS     \  amonth.DramaticaUy  ^ 

costing  yt)Ur  speed  up  your  S/36.  75%  of 

COmDanV  money '  Fortune  500  companies  have 

y     J           J  .  ^  g^yg^  ^jj^jg  ^  j^jQjf £Y  by  using 

ASNACaU  or  Write  Today  ^  TICCELEftS 

Amalgamated  Software  of  North  America 

P.O.  Box  1668  Big  Bear  Lake,  CA  92315   


FOR  AD  RATES 

H  il  BUSINESS^  WEEK 

BUSINESSWEEK 

AND  INFORMATION 

MARKET-PLACE 

PHONE: 

100  EAST  OHIO  STREET 

(312)337-3090 

Mlfl/lirif    f  fif* 

SUITE  632 

OR  WRITE: 

M  V  l/lfiflC  f  ■  l/IU 

CHICAGO,  IL6061 1 

FAX:  (3 12)  337-5633 

Business  Services 

ESEARCH  REPORTS 

!78  academic  topics  available' 
j  $2  00  tor  ttie  272-page  catalog 
om-written  reports  also  available. 
RESURCH  KSStSTANCE 
11322  Idaho  Ave  ,  #206BF, 

Los  Angeles.  CA  90025 
oil  FreeHolllne:  800-351-0222 
(California:  310-477-8226) 


IWN  COMPANY  I        ■  ■ 

ewsletter 


Our  one-stop  publishing  and 
nailing  service  makes  it  easy. 
Info  and  prices:  (800)  359-5993 

v(V„„n  ah,.iii  J  .:„i;  a  newslfllei . 
hi  E^pii--.^  /V  Ihc  .'il/i  vun  i;,, 
r*  KXPRESa  INC.  CLIENTS  NATIONWIDE 


)REIGN  PASSPORTS 
HOW  TO  GET  THEM 

S  DETAILED  REPOR''S  ON  TAX 
ENS,  SWISS  &  OFFSHORE  BANK 
iccts,  FOREIGN  TRUoTS  etc 
For  FREE  BROCHURE  call 

3BAL  PUBLISHING  GROUP 
1-800-695-7062  (24  hrs.) 


PERSONNEL 
3DUCTIVITY  AIDS 

jED  performance  appraisals, 
ls  inventory,  career  path 
lajoning,  skills  testing, 
free  demos 

\LL  800-361-4908 


lon't  Change  Your 
g  Distance  Company! 
Group  Rates  instead  on 
r,  SPRINT  OR  MCI  FROM 
I  Distance  $avers  Club 
k  out  our  800  numbers,  too 
i'76-361 1  or  708-776-7777 


Real  Estate 


The  New  Estate 


10  BEAM  HOMES.  Designsiangeltom  18lhC 
3  your  own  vision  ol  corrtori  and  security 
Eastern  Tlmb«r  Homea,  Inc. 
Boi  3SS  •  Leverell,  MA  01 QM 

•  Rnestmalefialsincludingnalivewoods 

•  Skilled  artisais  and  consultants 

•  WEATHERTIGHT6hellliomepa(*age6 
OBMATION:  CallTOlL  FREE  1-80O-742.5237 


Travel 


tST  CLASS 

:SS  CLASS  TRAVEL  USA /WORLDWIDE 


%-50%  Off! 


ItDAlR  COMSULTING 

Fiyei  Progr 


Health/Fitness 


Executive  BackChair 


Engineered  lor 
customized  orthopedic 
support  to  prevent 
and  relieve  back  pain 


•  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

•  Forward-tilt 
feature 


BackSaver 

5.3M>ny  AW'.  Dcpl-  BWE,  Hulbton.  MA  OlTtt 


I  ttnlm 

CM' 
At 


Get  an  Incredible 
full-body  workout 
from  a  portable 
gym. 

"Gym  in  a  briefcase 
is  ^fitness  to  go" 

USA  TODAY 

FREE  INFO 
1  800-553-6633 

LIFELINE 
1-4L'1  S,  PARK  ST 
MADISOr^l.  Wl  53715 


HEARING  AIDS 


GUARANTEED  LOWEST  PRICES. 

Save  up  to  60%.  30  day  trial.  All  makes/ 
inodeis.  We're  the  oldest,  biggest  and 
best  -  specialists  in  custom  instruments. 
Free  information,  call  1-800-323-1212. 
Lloyds,  Dent.  BWl,  1645, 
Rockford.  L,"  61110. 


REMEDY 

PATTERN  BALDNESS 

like  The  Europeans  Have  Done 
Already  For  6  Years! 

Call  for  FREE  information: 

PHARMAIL 1-800-444-0628 


Recreational  Vehicles 


GO  ANYWHERE! 


max 

6  wheel 
drive 

ATV 

Amphibious  2  and  4 
passenger  models 


Call  Toil-Free  1-800-255-2511 

iFtom  iinywherc  in  the  U  S  or  Canada) 

FAX;  716-855-1094 

Recreatives  Industries.  Inc 

60  Depot  Street,  Buffalo,  NY  14206 


FREE  CATALOG  AND  PRICES 


Wine  Cellars 


WINE  CELLARS  BY 

28  HANDMADE  WOOD  MODELS  ♦  1 14  TO  3400  BOTTLES  ♦ma^)!  in  us  a 

FACTORY  DIRECT  TO  YOU  ^'^^TscovTr^'^" 


MODEL 

440 
700 
296 
1 14 
230 

700FUR 
700HH 


DESCRIPTION 


Upright 
Upright 
Credenza 
Compact 
Two  Doors 
Fur  Vault 

Hisand  Hers   

■-J    Designers' non  wood  model  60  bottle  glass  door  899 

VinOtemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  box  6 1 6 1  E)  ♦  Los  Angeles,  CA  9006 1 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719-9518 

IMtVlEDIATE  SHIPMENT  ON  MOST  MODELS  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


APPRX  CAPACITY 

400 
600 
280 
114 
230 
8  to  10  Furs 
300  bottles  4/5  Furs 


SUGG 
RETAIL 

S2495 
2995 
2695 
1395 
1795 
2995 
3995 


YOUR 
COST 
SI  695 
1995 
1795 
995 
1195 
1995 
2995 
659 


Corporate  Gifts 


100%  Cotton/ Your  Logo!  — 
Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Cotton.  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indetmite  period  of  time!  Free  shipping  for  international  orders.  For  a  price  list  and 
catalogue  please  call:  1,800-847-4478 
Fax  1-718-782-4614 

The  Queensboro  Shirt  Company 

Dept  BW23,  119N  1 1th  St.,  Greenpoint,  NY  11211 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS... 
EVERYDA  Y  LOW  PRICES  ON. . 


LAPEL  PIN,  INC. 
6381  Hollywood  Blvd.,  $uite  505, 
Hollywood,  CA  90028  •  1  -  (800)  332-2122 


UNIQUE-WATER  POWERED 
DESK  CLOCK! 

RUNS  FOR  WEEKS  ON  ONE  FILL! 

•  Date.  Time.  Seconds 
•  Any  Logo/Design  Impnntable 

Great  Gift-Quality  Prices 

Send  $19  95  +  $3  95  P&H  to 

EXCALIBUR  SALES  CORP. 

3000  Windsor  Way  •  Tallahassee.  FL  32312 
Flonda  fesjdems  add  7%  sales  tax  Dealerinquines  invited 


Public  Safety 


POLICE  YOURSELF 

Hand  held  Alcohol 
Breath  Analyzer 
Protech  1000 

ACCURATE 
Easy-to-use 

Designed  for: 
INDUSTRY.  LAW 
ENFORCEMENT  & 
PERSONAL  USE 

'169  plusshp  -  CALL  TODAY 

1-800-637-8363 

Communidyne,  Inc  •  Nonttbrook,  IL 


Your 

tOGO 

Here 


CHOOSE  FROM 
HUNDREDS  OF  ITEMS. 
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Real  Estate 


IT'S  A  BUYER'S  MARKET 
IN  SECOND  HOMES,  TOO 


Low  prices  and  attractive 
mortgage  rates  are  not 
only  spurring  buyers  of 
primary  residences.  Real  es- 
tate agents  in  some  key  re- 
sort areas  indicate  that  many 
people  who  already  own  a 
home  think  the  time  is  right 
to  look  into  buying  a  weekend 
place  or  vacation  hideaway. 

With  upbeat  sales  reports 
from  such  places  as  New 
Smyrna  Beach,  near  Orlando; 
the  ski  areas  of  Summit  Coun- 
ty, Colo.;  and  New  York's 
Hamptons'  shore  communi- 
ties, you  might  consider 
checking  out  the  market  if 
you  have  dreams  of  a  beach 
house,  retirement  condo,  or 
wooded  cabin.  Recently,  mort- 
gage rates  have  been  edging 
upward.  And  while  asking 
prices  in  some  areas  are  still 
declining,  they're  beginning 
to  level  off  in  others. 

There  are  even  signs  of  ris- 
ing prices  in  some  markets.  A 
steady  influx  of  newcomers  to 
Reno/Lake  Tahoe  and  to  Tuc- 
son, for  example,  caused 
homes  to  appreciate  through- 
out the  recession.  And  across 
the  nation,  says  the  National 
Association  of  Realtors,  the 
median  price  of  a  previously 
owned  home  rose  27^  in  Janu- 
ary from  December — and 
6.3%  from  January,  1991. 
COMPLEX  JOB.  If  you're  inter- 
ested in  property  close  to  a 
ski  area,  there's  another  rea- 
son to  move  quickly:  Prices 
are  lowest  at  the  end  of  the 
season,  when  renters  head  for 
home  and  owners  face  the 
prospect  of  having  their  con- 
dos  sit  empty  until  the  next 
winter.  And  in  nearly  any  va- 
cation-home area,  you  are 
likely  to  get  a  better  deal 
if  you  make  an  offer  ahead  of 
the  crowd  of  spr.ngtime  shop- 
pers looking  for  a  summer 
retreat. 

In  Traverse  City,  Mich., 


where  prized  lakefront  p| 
erty  goes  for  $1,000  to  $ 
a  foot  and  lots  are  a  mini 
of  100  feet  across,  "pei 
have  been  piling  in  since 
first  of  the  year,"  says 
Bussa,  general  manager 
Real  Estate  One  office, 
that's  despite  the  constr: 
of  the  tax-law  revisions 

Changes  in  the  Inte 
Revenue  Code  in  1986 
1990  reduced  the  value  ( 
second  home  as  a  tax  she 
If  you  rent  the  place  out  o 
sionally,  it's  a  complex  jo  mi 
keep  records  and  compute  iil/l 
taxation  on  the  rental  inc 
(box).  But  if  you  own 
homes,  you  can  deduct  ir 
est  on  the  mortgages  on 
(as  long  as  the  two  mortgj 
don't  add  up  to  more  tha: 
million).  Property  taxes 
also  deductible.  So  are  s 
expenses  when  the  hous 
rented  out. 

BROAD  SELECTION.  The 

regulations  even  includj:  li 
break  for  people  who  pla 
sell  a  present  home  that 
substantially  appreciated 
retire  to  a  different  one.  J 
people  usually  count  on  r 
ing  the  sale  and  using  a  = 
part  of  the  proceeds  to 
chase  the  retirement  dwel 
If  they  put  the  money  intc 
other  home  within  two  yt 
they  can  postpone  paying 
es  on  the  gain  from  the 
until  a  future  year.  But 
possible  to  hold  off  taxH 
on  the  gain  even  if  you 
chase  the  second  home 
use  as  a  vacation  place  be 
you  sell  the  first. 

The  trick  is  to  offset  a 
some  of  the  gain  with  ex 
ditures  that  go  to  expan 
reconstruct  the  vacation  h 
to  get  it  ready  for  full 
living.  You  simply  have  t 
cur  the  costs  within  a  pt 
that  starts  two  years  be 
you  sell  your  main  home 
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THREE  GETAWAYS  ON  THE  MARKET  NOW 


$350,000 


ARIZONA  HACIENDA:  PRICES 
THERE  ARE  STARTING  TO  RISE 


12,000 


COLORADO  CHALET:  THE  END  OF 
SKI  SEASON  IS  THE  TIME  TO  BUY 


LONG  ISLAND  RETREAT:  SUMMER 
RENT  CAN  PAY  THE  MORTGAGE 


until  two  years  after- 
In  The  Homeoumer's 
Guide  (Runzheimer  In- 
:ional  $14.95),  tax  attor- 
alian  Block  notes  this  re- 
"nent:  The  money  must 
;■  major  reconstruction  or 
tions,  such  as  a  new 
oom,  heating  system,  or 
m  kitchen.  Along  with 
work,  says  Block,  you 
ay  to  have  a  swimming 
)r  tennis  court  put  in  or 
the  grounds  landscaped, 
f  you  have  such  recre- 


ational or  aesthetic  projects 
done  by  themselves,  the  Inter- 
nal Revenue  Service  may  not 
count  the  expenditure  as  part 
of  the  retirement  home's  pur- 
chase cost. 

Even  in  areas  hit  hard  by 
the  recession,  there  are  other 
reasons  to  take  advantage  of 
this  buyers'  market  besides 
low  prices  and  low-interest 
mortgages.  Dick  Elsea  of  De- 
troit's Real  Estate  One  says, 
"You  now  have  20,  30,  or  40 
houses  to  choose  from  at  the 


price  you  want  to  pay — not 
just  one  or  two."  But  watch 
out:  A  large  number  of  homes 
on  the  market  is  fine  for  peo- 
ple anxious  to  buy,  unless 
they're  thinking  to  sell  their 
new  acquisitions  at  a  big  prof- 
it as  soon  as  the  economy 
turns  up.  In  some  areas,  it 
could  take  a  long  time  before 
enough  buyers  show  up  to  ab- 
sorb the  supply  and  make 
prices  escalate  sharply. 

To  purchase  a  weekend 
place  before  prices  climb, 


some  homeowners  have  dis- 
cussed refinancing  their  pres- 
ent mortgages,  says  Gene 
Gallagher,  a  principal  in  an 
e;ra  Realty  office  in  Bethesda, 
Md.  The  money  saved  each 
month  would  go  to  meet  sec- 
ond-home payments. 
SEA  VIEW.  Things  can  be  even 
easier  for  people  who  own 
second  homes  they  can  rent 
out  during  part  of  the  year, 
says  Dennis  Lazicki,  manager 
of  a  Coldwell  Banker  office  in 
Amagansett,  N.  Y.  "Here  on 
Long  Island,"  he  points  out, 
"anything  within  sight  of  the 
ocean  rents  for  $15,000  to 
$20,000  for  the  summer.  It 
can  take  care  of  your  mort- 
gage for  the  year." 

Getting  such  rental  income 
has  relieved  some  of  the  pain 
one  couple  from  that  area  felt 
over  the  past  few  years. 
When  they  retired  to  a  new 
home  in  Santa  Barbara,  Calif., 
in  1989,  Peter  and  Christel 
Hann  put  their  three-bedroom 
summer  place  on  Fire  Island, 
N.  Y.,  on  the  market  for 
$385,000.  It's  still  unsold,  al- 
though they  cut  the  price  sev- 
eral times  to  its  current 
$295,000.  "Now,  we've  lost 
the  chance  to  defer  taxes  on  a 
gain,  so  it  doesn't  make  sense 
to  go  a  penny  lower,"  says 
Hann.  "And  with  all  the  pre- 
dictions of  an  economic  up- 
turn, we're  thinking  about 
moving  the  price  up  a  notch." 
If  other  would-be  sellers  do 
the  same,  it  might  cost  you  to 
think  twice  about  a  second- 
home  purchase.       Don  Dunn 


vacation  home  can  pro- 
Lvide  both  extra  income 
tax  breaks  if  you  rent  it 
thers  on  occasion.  But 
;rs  requires  you  to  keep 
{  of  how  many  days  it's 
3d  vs.  how  many  days 
use  it  personally, 
you  collect  rent  for  less 
15  days  a  year,  the  in- 
3  is  tax-free.  Regardless 
he  amount,  the  money 
I  not  be  declared.  And 
get  to  deduct  all  mort- 
;  interest  and  property 
s  on  the  house,  the  same 
n  a  primary  residence, 
lings  are  more  complicat- 
f  you  rent  out  the  home 
a  longer  time.  If  you 


TURNING  YOUR  GETAWAY 
HOME  INTO  A  TAX  SHELTER 


don't  occupy  it  yourself  for 
more  than  14  days  (or  10%  of 
the  number  of  days  it's  rent- 
ed), you  can  classify  it  as 
rental  property.  That  means 
you  declare  the  rental  in- 


You  can  even  write 
off  the  cost  of  travel 
to  check  out  the  place 


come.  But  along  with  mort- 
gage interest  and  taxes,  you 
can  also  take  deductions  for 
utilities,  insurance,  cleaning, 
repairs  and  improvements, 
and  even  travel  expenses  to 
check  out  the  place.  What's 
more,  you  can  claim  depreci- 
ation, deducting  a  portion  of 
the  home's  cost  each  year. 
COUNTING  DAYS.  One  tricky 
point:  You  can't  deduct  mort- 
gage interest  that  gets  allo- 
cated to  the  days  you  use  the 


house  yourself.  On  those 
days,  it's  considered  personal 
interest,  which  is  no  longer 
deductible.  The  same  rule  ap- 
plies to  what  you  spend  for 
utilities  and  such;  fractional 
amounts  allocated  to  the 
days  you  use  the  house  are 
personal  expenditures. 

What  if  you  use  the  house 
more  than  14  days,  or  exceed 
the  10%  limit?  Then,  the  sum 
allocated  to  the  days  you  oc- 
cupy the  place  can  be  written 
off  only  against  rental  in- 
come. So  if  you  don't  charge 
enough  or  can't  find  enough 
renters  in  a  year,  you  may 
show  a  loss — but  you  can't 
deduct  it.  D.  D. 
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Software 

PC  HELP  IN 
TAMING 
YOUR  1040 


R 


ecent  tax-law  changes 
liave  made  it  difficult 
to  deduct  the  cost  of 
having  a  professional  prepare 
your  income-tax  return. 
That's  one  reason  why  more 
taxpayers  may  decide  to 
break  with  the  past  this  year 
and  spend  a  couple  of  hours 
feeding  their  financial  data 
into  a  personal  computer. 
Since  actual  prices  for  tax- 
preparation  programs  are 
about  half  of  list,  you  can 
beat  an  accountant's  fee — and 
maybe  even  find  a  few  bucks 
in  overlooked  deductions. 

More  than  a  dozen  tax 
packages  are  out  there,  but 
only  five  merit  serious  consid- 
eration by  owners  of  IBM-type 
PCs  (table).  For  first-timers 
with  a  typical  corporate  man- 
ager's return,  there's  no  need 
to  look  beyond  TaxCut  from 
Meca  Software — unless  you 
live  in  a  state  not  included 


RATING  TAX-PREPARATION  PROGRAMS 


TaxCut 

TurboTax 

EasyTax 

J.K. 
Losser 

Personal 
Tax  Edge 

ON-LINE  ADVICE 

A  + 

A 

C 

B 

A 

EASE  OF  USE 

A  + 

A  + 

A 

B 

A 

ACCURACY 

A 

A 

B 

B 

B 

COMPREHENSIVENESS 

A-f 

A 

A 

A 

C 

AUDIT  OF  RETURN 

A 

A  + 

B 

C 

B 

TAX  PLANNING 

B 

A 

C 

C 

NA* 

IMPROVEMENT  OVER  1991 

B 

A 

A  + 

B 

A 

STATE  RETURNS 

13 

44 

24 

24 

41 

LIST  PRICE 

$90 

$80 

$80 

$75 

$49 

*Not  applicable 

DATA:  BW 

among  its  optional  $40  state 
tax-prep  programs  and  you 
don't  want  to  do  the  state  re- 
turn by  hand.  In  that  case, 
ChipSoft's  TurboTax  is  for 
you.  TurboTax  has  programs 
for  all  44  states  that  levy  an 
income  tax.  Both  TaxCut  and 
TurboTax  also  come  in  Win- 
dows-compatible versions.  For 
Macintosh  fans,  the  one  to  get 
is  ChipSoft's  MacInTax, 
which  lists  for  $100. 


When  TaxCut  was  intro- 
duced four  years  ago  under 
the  name  Ask  Dan  About 
Your  Taxes,  it  set  a  new  stan- 
dard in  tax  software,  turning 
jargon  into  simple  English 
and  offering  tax-saving  tips  in 
a  deft  manner  that  makes 
preparing  your  returns  al- 
most enjoyable.  Ever  since, 
the  best  has  only  gotten  bet- 
ter. But  TurboTax,  the  long- 
time market  king,  has  nar- 


rowed the  gap  dramatics 
and  this  year,  EasyTax  (ij 
merly  Swiftax)  'oy  TimeWob 
has  emerged  as  a  strc| 
No.  3  challenger.  Parsif 
Technology  continues  to  h| 
down  a  solid  spot  among  pi 
nypinchers  with  its  budjp 
priced  Personal  Tax  Edge 
PENALTY  PROTECTION.  If 
tax  return  is  fairly  compl 
ed,  you  would  be  better 
sticking  with  TurboTax 
TaxCut.  Their  accuracy  is 
matched,  and  Meca  e 
guarantees  to  reimburse 
Internal  Revenue  Service 
alty  stemming  from  a  Tax 
miscalculation. 

Although  all  five  progr 
will  perform  flawlessly 
most   people,  Laura 
Meadows,  a  New  York  ta 
torney  who  reviews  tax 
ware  for  PC  Magazine,  dis 
ered    that    certain  sti 
situations  will  overtax  sev 
programs.  For  example, 
TaxCut  and  TurboTax 
rectly  handle  a  real  es 
partnership  with  both  a 
sive   investment  loss 
a  passive  rental  profit, 
the    do-it-yourself  plu 
with  either  of  the  top  two 
you  can  count  on  many  h 
returns.  Otis 


Thanks  to  low  interest 
rates  and  a  growing  per- 
ception that  the  worst  of  the 
real  estate  loan  crisis  is  over, 
bank  stocks  are  fairly  pricey 
these  days.  So  it's  hardly 
surprising  that  some  inves- 
tors have  begun  prospecting 
for  value  in  the  little-known 
and  thinly  traded  world  of 
small-cap  bank  stocks. 

Banks  that  fall  into  this 
category  have  assets  of 
roughly  $4  billion  or  less. 
Better-known  regionals  start 
at  about  $20  billion.  Small- 
cap  banks  are  generally 
ignored  by  Wall  Street 
analysts  because  insti- 
tutional investors  can 
not  acquire  enough 
shares.  So  what  little  re- 
search exists  is  usually 
done  by  smaller  region- 
al brokerages. 

The  dearth  of  infor- 
mation on  these  stocks 
makes  them  somewhat 
risky.  But  a  lot  of  bid- 


Smart  Money 

MAJOR  BARGAINS 
IN  MODEST  BANKS 


den  bargains  are  lurking 
among  little  banks.  And 
don't  forget  possible  take- 
over plays  as  the  industry 
continues  to  consolidate. 

What's  more,  many  small 
banks  have  solid  local  fran- 
chises. And  by  concentrating 


SMALL  BANKS  THAT 
ANALYSTS  ARE  HIGH  ON 


Bank 

Share  price 

Mar.  9,  1992 

Price-earnings 
ratio* 

MID  AM 

20  V4 

9.6 

ZIONS  BANCORP. 

473/s 

9.0 

VALLEY  BANCORP. 

303/4 

10.3 

KBW  BANK  INDEX 

11.1 

*  Based  on  projected  1992  earnings 

DATA:  KEMPER  SECURITIES  GROUP  INC  ;  KEEFt,  BRUVETTE  8.  WOODS  INC 


on  their  own  communities, 
many  avoided  far-flung  and 
reckless  real  estate  lending. 

Mid  Am  is  a  favorite  of 
analyst  Henry  Dickson  of 
Chicago-based  Kemper  Secu- 
rities Group.  Headquartered 
in  Bowling  Green,  Ohio,  Mid 
Am,  with  $1.2  billion  in 
assets,  is  the  biggest  in- 
dependent bank  in 
northwest  Ohio.  After 
earning  92$  a  share  in 
1991,  Dickson  expects 
profits  to  inore  than 
double  this  year,  to 
$2.10  a  share.  Moreover, 
Mid  Am  is  selling  at  9.6 
times  1992  profit  esti- 
mates. The  150-bank  in- 
dex of  Keefe,  Bruyette 


&  Woods  has  a  price-ea 
ings  ratio  of  just  over  11 

Somewhat  pricier,  but 
less  promising,  is  Val 
Bancorporation  in  Applet 
Wis.  Valley,  with  $3.8  bill 
in  assets,  has  an  extens 
branch  network.  Its  pri 
earnings  ratio  is  curren 
10.3.  But  Dickson  expe 
earnings  to  grow  by  207o  t 
year,  to  $3  a  share.  He  a 
sees  Valley  as  a  poteni 
takeover  target. 

Another  possible  merj 
play  is  Cullen/Frost  Banki 
in  San  Antonio,  according 
analyst  Mark  Lynch  of  Bi 
Stearns.  After  ailing  Fi 
City  Bancorporation  of  T 
as  is  acquired  this  year 
expected,  Cullen/Frost  ^ 
be  the  only  independent  b: 
of  any  size  in  the  state.  W 
assets  of  $3.3  billion,  thi 
not  saying  a  lot.  But  to 
vestors,  the  value  of  a  sn 
bank  isn't  size,  it's  ultim 
share  price.       John  Meef 
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Lufthansa  announces  a  new  way  to  fly 
that  lets  you  mix  business  with  pleasure. 


Introducing  our  new 
Intercontinental  Service. 


For  Business  and  First  Class  pas- 
sengers, it's  a  level  of  service  where 
your  individual  needs  can  be  satisfied 
in  utmost  refinement -all  witfiin  the 
comfort  of  our  Boeing  747  service  to 
Germany.  In  Business  Class,  our  new 
Intercontinental  Service  means  wider 
seats  with  increased  pitch  and  better 
recline.  Newly  designed  footrests. 
And  swivel  tables  to  make  it  easy  to 
get  in  and  out.  What's  more,  we've 
reduced  the  number  of  seats  in  each 
row  to  6  or  7  Add  to  that  our  new 
menus  with  more  choices  and  award- 
winning  cuisine  and  you're  sure  to 
expenence  an  enormous  difference 


A  passion  for  perfection; 


in  how  you  land -relaxed,  refreshed, 
ready  to  go.  For  First  Class  pas- 
sengers, we've  redesigned  the 
upstairs  cabin  exclusively  for  you  to 
make  a  more  spacious,  yet  intimate 
atmosphere.  Here  you  can  indulge  in 
personalized  luxury,  for  instance  with 
our  new  delicious  buffet  breakfast. 
In  both  classes,  you'll  find  people 
committed  to  serving  you  with  an 
unsurpassed  European  standard  of 
elegance.  Lufthansa's  new  747 
Intercontinental  Service.  A  passion- 
ate beginning  to  a  new  era  in  flight. 
For  more  information  and  reserva- 
tions call  1-800-645-3880. 

Lufthansa 


Lufthansa  is  a  participant  in  the  mileage 
programs  of  United,  Delta,  USAir  and  Continental 
See  your  Travel  Agent  for  details. 


Travel 


CHECKiHG  OUT 
lONDOH'S  NEW 
GRAND  HOTELS 

London  has  never  had  a 
shortage  of  fancy  hotels. 
Such  favorites  as  the 
Savoy,  Claridge's,  and  the 
Ritz  have  long  offered  top- 
notch  service.  Now,  three  new 
luxury  hotels  and  one  refur- 
bished old-timer  aim  to  distin- 
guish themselves  by  provid- 
ing modern  plumbing  and 
communications,  along  with 
Old  World  charm. 

The  priciest,  at  $390  for  a 
single  to  $5,140  for  a  suite,  is 
the  Lanesborough,  which 
opened  in  January.  The  build- 
ing is  a  160-year-old  former 
hospital  that  has  been  con- 
verted into  a  95-room  hotel  at 
a  cost  of  $175  million.  Caro- 
line Hunt  of  the  Texas  Hunts 
and  her  Rosewood  hotel  com- 
pany have  tried  to  create  the 
atmosphere  of  an  English 
country  house,  circa  1820. 

The  Regency-style  decor 
veers  toward  a  theme-park 
view  of  Olde  England  at 


THE  LANGHAM:  THE  400-ROOM  VICTORIAN  HOTEL  NOW  SERVES  AS  HILTON'S  LONDON  FLAGSHIP 


The  bedrooms  are  large, 
but  not  huge,  given  the  price. 
Beds  are  adorned  with  crown- 
like canopies.  Reproductions 
of  antique  cabinets  hide  such 
modern  amenities  as  fax  ma- 
chines, VCRs,  and  stereos. 
FAX  EASE.  The  Lanesbor- 
ough's  big  selling  point:  ser- 
vice. Each  floor  has  butlers 
on  call  24  hours  for  drawing 
baths,  ordering  theater  tick- 
ets, and  such.  The  location  is 
great,  near  the  best  shopping 


HYDE 
PAR  K 


LANGHAM 
HILTON  • 
OXFORD  SI- 
DORCHESTER 


KNIGNTSBRIOGE 

LANESBOROUGH"' 

^  / 
1  HALKIN  BUCKINGHAM 
3  PAUCE 


1 


PICaOILLY 

CIRCUS 

/ 


HOUSES  OF 
PARLIAMENT 


LONDON 


FOR  GLITZ,  THE  DORCHESTER 


times.  In  the  coldly  formal 
Withdrawing  Room,  walls  are 
hung  with  oil  paintings  that 
look  old  but  were  newly  done 
for  the  hotel.  Many  books  in 
the  library  bar  are  fakes.  Still, 
the  bar  is  well-stocked,  and  a 
piano  tinkles  away  in  the  eve- 
ning. Diners  have  a  choice  of 
an  overpriced  formal  restau- 
rant ($100  a  head)  or  the  light 
and  pleasant  Conservatory. 


and  across  from  Hyde  Park. 

The  nearby  Halkin,  which 
opened  in  April,  1991,  is  a  41- 
room  gem,  done  in  contempo- 
rary Italian  style.  Even  the 
uniforms  were  designed  by 
Giorgio  Armani.  Upstairs,  the 
corridors  are  curved  in  a  gen- 
tle arc  and  the  walls  are  cov- 
ered with  a  ribbed  black  fin- 
ish. Bedroom  phones  have 
two  lines,  and  in-room  fax  ma- 


chines have  numbers  that 
change  with  each  guest  for 
security.  Bathrooms  boast 
sumptuous  marble.  The  $720 
window-laden  Conservatory 
Suites  are  a  relative  bargain, 
perfect  for  small  meetings. 

As  a  small  hotel,  the  Halkin 
promises  a  personal  touch.  Its 
main  problem  is  a  lack  of  pub- 
lic rooms.  There's  no  health 
club  or  bar,  although  drinks 
are  served  in  the  front  hall. 
The  Northern  Italian  restau- 
rant offers  a  good  but  pricey 
menu. 

A  much  larger  hotel  is  the 
year-old  Langham  Hilton. 
Originally  opened  in  1865,  the 
Langham  was  one  of  Lon- 
don's grand  hotels  until  it 
closed  in  the  1940s.  Complete- 
ly renovated,  this  400-room 
Victorian  edifice  is  now  Hil- 
ton's London  flagship. 
57  VODKAS.  The  Langham  is 
more  a  top  business  hotel 
than  a  true  luxury  hotel,  and 
the  prices  are  about  20%  low- 
er than  at  the  others.  The  dif- 
ferences are  most  evident  in 
the  bedrooms.  Although 
equipped  with  the  usual  ame- 
nities, the  decor  is  bland.  You 
would  expect  more  from  a 
$360-a-night  room. 

The  public  rooms  are  the 
main  attraction.  Each  is  based 
on  a  quirky  theme,  such  as 
Tsar's,  a  cozy  Russian  bar 
that  serves  caviar  and  57  vari- 
eties of  vodka.  The  eclectic 
food  in  the  main  dining  room. 
Memories  of  the  Empire,  has 


improved  under  a  new  c  ^, 

One  old   London  favo 

worth  a  new  look  is  the  I 

Chester,  where  doubles  s 

at  $440.  This  art-deco  je 

had  been  looking  flawed 

fore  it  was  closed  in  1989 

a  $175  million  renovation, 

the  process,  the  bedrc  \ 

floors  were  gutted  and 

built,  adding  much-needed 

conditioning  and  soundpr  ' 

ing.  Room  decor  is  tastf 

with  floral  and  animal  pri  ''^ 

Downstairs,  the  eleg 

public  rooms  sparkle  ar 

Diners  have  a  choice  of  tl  w 
w 

good  restaurants,  ami 
them  the  superb  Oriental,! 
Chinese  food.  A  new  he| 
spa  adds  to  the  overall  app 
Best  bets:  the  Dorchesterl 
glitz,  the  Halkin  for  a  tcl 
of  class.  Mark  Maren 


Worth  Noting 

■  GOING  PUBLIC.  The  149-{ 

Financing  Source  Gi 
from  Coopers  &  Lybrand 
plains  when  and  how  to  ta 
company  public.  For  a  c 
send  $10  to  Henry  Ru 
Coopers  &  Lybrand,  1251 
Ave.,  New  York,  N.  Y.  10 

■  FINANCIAL   FACTS.  NeW 

software,  FOX,  lets  you 
your  PC  to  get  real  t 
quotes  on  stocks  and  mu 
funds,  then  save  10%  on 
line  trades  made  via  Fid 
Investments'  discount  brc 
age.  Call  800  544-7272. 
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AN  OFFER 
WORTH  THE  PAPER 
IT'S  PRINTED  ON. 

With  every  new  subscription. 

Business  Week  will  plant  a  tree 

in  one  of  America's  Heritage  Forests. 
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ivery  week  Business  Week  brings  you  up  to 
date  on  the  world  of  business.  We're  committed 
to  bringing  you  coverage  of  business  news  that 
is  not  only  timely  but  insightful.  Now,  we're 
also  committed  to  teaming  up  with  you  to  make 
a  positive  contribution  to  our  environment. 

With  the  help  of  the  Global  ReLeaf  Campaign 
of  the  American  Forestry  Associotion  (AFA),  we 
will  plant  a  tree  in  one  of  America's  Heritage 
Forests  with  every  new,  poid  Business  Week 
subscription. 

Global  ReLeaf  educates  people  on  opportunities 
to  enhance  the  environment  through  improve- 
ment of  trees  and  forests.  The  campaign  creates 
these  positive  environmental  opportunities  for 
individuals,  community  groups  and  businesses. 

The  Heritage  Forest  Program  is  one  such 
opportunity.  Heritage  Forests  are  special  public 
lands,  selected  by  the  AFA  as  lands  where 
private-sector  donations  can  create  new  forests, 
that  would  not  be  possible  under  existing  public 
programs  and  budgets. 


SUBSCRIBE  TO  BusinessWeek  NOW 

We'll  plont  your  tree  and  still  offer  you 
substantial  savings.  At  only  89<an  issue, 
you  save  64%  off  the  $2.50  cover  price 
and  make  a  positive  contribution  to  the 
environment. 

Enjoy  the  convenience  of  having  Business 
Week  delivered  and  the  satisfaction  of 
having  done  something  to  help  improve 
and  preserve  America's  forests. 

It's  easy  to  do.  Fill  out  one  of  the 
post-paid  cards  found  in  this  issue  and 
drop  it  in  the  mail  today  or  call  toll-free 
1-800-635-1200. 

for  more  iniormotion  on  ihe  Global  Releof  Program,  coll  (202)  667-3300 
or  write  lo  idem  ot  P  0  Box  ?000,  Wosliington,  D  C.  20013  
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Bsople  or  beans? 


There's  only  one  possible  answer.  Both.  With  traditional  medical 
costs  soaring  20%  a  year,  stemming  the  tide  is  essential. 

But  doing  it  at  the  expense  of  human  needs  is  unacceptable;  it's 
also  counterproductive.  Because  the  fact  is,  it  simply  doesn't  work. 
We've  found  that  controlling  costs  while  maintaining  the  quality 

of  care  aren't  mutually 
irreconcilable  goals,  but) 
in  fact  go  hand  in  hand. 

And  when  they  do,  ] 
everyone  stands  to  gain.|. 

Accordingly,  the  aim 
of  each  and  every 
managed  care  program 
we  offer  is  quality. 

To  that  end,  we  have 
provider  credentialling 
programs,  operate 
utilization  and  quality 
management  programs, 
and  continually  monitoij^ 
patient  satisfaction.  ,^ 
Recently,  for  examplefe 
94%  of  the  members 
enrolled  in  our  healthplan  rated  their  physicians  highly.  We  believe 
that  no  company  should  be  forced  to  choose  between  human  needs] 
and  financial  needs. 

To  help  you  satisfy  both,  we  have  created  one  of  the  most  extensivj 
health  care  networks  in  the  country.  For  literature,  call  CIGNA 
Employee  Benefits  Companies,  1-800-782-0782. 

And  talk  to  the  people  who  really  know  how  to  use  their  bean. 


We  get  paid  for  results! 


CIGNA 
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Treasury  bonds 
$11,339 

+  0.24% 


U.  S.  stocks 
$11,253 

-1.44% 


nil 


Money  market  fund 
$10,468 

+  0.07% 


Foreign  stocks 
$9,791 

-2.49% 


DATA  RESOURCES  INC. 


Gold 
$8,692 

-  0.56% 


on  this  pope  are  as  of  market  close  Wednesday,  Mar  1  1,  1992,  un 
groups  incfude  S&P  500  companies  only;  performance  and  share  pric 


iss  otherwise  indicated 
i  are  os  of  market  close 


Mar  10  Mutual  fund  returns  ore  as  of  Mar.  6  Relative  portfolios  are  ■'olued  os  of  Mar.  10.  A  more 
detailed  explanation  of  this  page  is  availoble  on  request. 
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NIXON  IS 

RIGHT  ON  TARGET 


Think  what  you  may  of  Richard  Nixon,  the  fallen 
President  has  it  right  about  U.  S.  aid  to  the  former 
Soviet  republics.  Nixon  says  the  Bush  Administration 
has  offered  "pathetically  inadequate"  support  for  Moscow's 
historic  !)ut  painful  metamorphosis.  In  tenns  of  U.  S.  national 
interest,  the  replacement  of  the  Soviet  empire  by  fledgling 
democracies  and  a  market  economy  is  the  best  news  since 
the  end  of  World  War  II.  Bush's  response?  Some  farm  cred- 
its and  a  few  Air  Force  planeloads  of  G.  I.  rations. 

Substantial  help  is  needed.  The  first  order  of  business 
should  be  stabilizing  the  ruble  (BW— Dec.  16).  To  do  that, 
Boris  Yeltsin  has  to  stop  printing  money.  Once  the  presses 
have  stopped  rolling,  the  West  can  establish  the  $5  billion  to 
$6  billion  ruble-stabilization  fimd  that  he  wants.  Washington's 
share  of  this  fund  could  come  to  about  $1  billion,  less  than 
what  the  U.  S.  will  spend  this  year  on  nuclear-weapons  re- 
search. A  similar  fund  worth  $1  billion  helped  when  Poland 
underwent  economic  shock  therapy  in  1990.  The  Polish  zlo- 
ty  strengthened  and  became  convertible  without  a  cent  be- 
ing withdrawn  from  the  fund. 

Ti"easury  Secretary  Nicholas  F.  Brady  rightly  insists  that 
monetary  restraint  by  Moscow  is  a  precondition  for  such  a 
fund.  Coupled  with  a  true  monetary  policy  and  budgetary 
discipline,  the  fund  could  quickly  prop  up  the  ruble's  value. 
On  Jan.  2,  Yeltsin  embarked  on  a  radical  program:  Prices 
have  been  fi'eed,  and  state  properties  have  been  sold.  There 
are  big  risks,  but  the  stores  have  more  goods,  and  the  ruble 
has  shown  signs  of  firming. 

The  West  could  help  in  other  ways.  Recognizing  the 
strategic  importance  of  an  Unevil  Empire,  Bush  could  put  to- 
gether a  multinational  effort  to  deal  with  aid.  That  way,  he 
could  tap  the  resources  of  the  Saudis  and  the  Japanese— not 
to  mention  the  Germans,  who  have  so  far  helped  the  former 
Soviet  states  the  most.  The  initiative  could  help  with  the  ru- 
ble fund,  ease  Russia's  trade  imbalance,  facilitate  reschedul- 
ing its  $84  billion  foreign  debt,  and  provide  training. 

Foreign  policy  is  supposed  to  be  George  Bush's  strong 
suit.  He  should  be  taking  charge  like  a  statesman,  seizing 
this  rare  moment  in  history.  Instead,  he  is  allowing  a  small- 
bore isolationist  like  Pat  Buchanan  to  set  his  agenda.  The 
Democratic  contenders,  too,  need  to  address  the  issue.  All  of 
them  would  do  well  to  listen  to  Richard  Nixon. 


ATTACKING  A  LAW  FIRM 
WITH  A  PICKAX 


One  of  the  glories  of  common  law  is  the  presumption 
of  iimocence.  Even  so,  U.  S.  courts  have  long  per- 
mitted the  seizure  of  assets  before  trial  to  make 
sure  any  damages  can  ultimately  be  paid.  In  1970,  the  fed- 
eral racketeering  act  expanded  the  government's  power  to 
freeze  the  assets  of  businesses  if  it  can  convince  a  federal 


judge  that  the  assets  won't  be  around  when  it  comes  tim 
collect.  The  1989  savings-and-loan  bailout  law  gave  thrift  r 
ulators  this  extraordinary  power. 

It  was  bound  to  be  misused.  When  the  Office  of  Th 
Supervision  on  Mar.  2  barred  partners  in  the  New  York 
firm  of  Kaye,  Scholer,  Fierman,  Hays  &  Handler  fr 
spending  some  of  their  personal  and  firm  assets  without 
regulators'  consent,  it  acted  as  both  prosecutor  and  jud 
Faced  with  mounting  concerns  from  bankers  and  die 
about  its  survival,  the  firm  quickly  settled  for  $41  milli 

The  OTS  freeze  was  overkill.  Kaye  Scholer  insists  it 
nothing  improper.  The  OTS  and  the  Justice  Dept.  had 
cused  the  firm  and  three  partners  of  misleading  regulat) 
about  the  finances  of  now-defunct  Lincoln  Savings  &  L(f 
Assn.  It  claimed  damages  of  $275  million. 

Attacking  a  law  firm  with  a  pickax  threatens  to  si 
the  precarious  balance  between  attorneys'  duties  to  tn 
clients  and  their  obligations  to  the  public.  The  governml 
certainly  had  enough  evidence  to  build  a  case  that  Kj 
Scholer  crossed  the  line  from  advocate  to  accomplice! 
failing  to  disclose  Lincoln's  problems.  That  does  not  jus 
freezing  their  assets.  In  the  event  of  a  finding  of  liabill 
this  75-year-old  firm  would  have  paid  the  damages.  Gij 
the  weapon's  potential  for  putting  a  partnership  or  coij 
ration  out  of  business,  the  government  shouldn't  be  uq 
firepower  that  isn't  justified. 


COOL  DOWN  TRADE 
FRICTION  WITH  CANADA 


Trade  relations  between  the  U.  S.  and  Canada  U 
reached  an  acrimonious  pitch  just  three  years  a 
their  border  opened  to  free  trade.  Ottawa  accij 
Washington  of  "harassment"  and  "hypocrisy"  as  a  resu 
U.  S.  moves  to  slap  stiff  duties  on  Canadian  imports,  i 
autos  to  lumber  to  magnesium. 

It's  easy  to  understand  Canada's  reaction.  A  big  par 
the  problem  is  the  high-handedness  of  U.  S.  unilateral  act 
on  trade  issues  when  the  rights  and  wrongs  are  far  f 
clear-cut.  Low-key  negotiation  and  accommodation  W( 
better  serve  the  interests  of  both  countries.  In  the  cas 
autos,  for  example,  the  Customs  Service  has  ruled  ] 
cars  imported  from  Honda  Canada's  Ontario  plant  q 
meet  the  50%  North  American  content  requirement 
duty-fi*ee  entry  into  the  U.  S.  under  the  trade  pact.  I 
this  is  surely  an  issue  to  be  worked  out  in  discussions  ^ 
Ottawa,  not  by  U.  S.  ukase,  since  the  trade  pact  does 
spell  out  how  North  American  content  should  be  meas' 
In  the  lumber  and  magnesium  disputes,  the  U.  S.  ar; 
that  exports  of  these  products  are  indirectly  subsidize' 
policies  such  as  British  Columbia's  ban  on  log  exports 
Quebec's  cheap  electricity  rates.  These  are  legitimate 
cerns,  but  the  issues  are  deeply  enmeshed  in  Canaj 
provincial  economic-development  policies.  Here,  too,  ne;] 
ation  seems  a  surer  way  to  a  satisfactory  solution 
confrontation.  If  the  U.  S.  can't  ease  trade  frictions 
Canada,  it  may  be  hard-pressed  to  convince  skeptics  ths| 
even  broader  free  trade  pact  including  Mexico  is  feasil 
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SURGEON  GENERAL'S  WARNING:  Quitting  Smoking 
Now  Greatly  Reduces  Serious  Risks  to  Your  Health. 


:::::::::::::::n::::::::::::::ss**:**:ls 


Many  Of  The  Brightest  Minds  In  Banking 
Actually  Work  In  Other  Fields. 


No  other  bank  goes  to  greater  lengths  to  know  your 
business  tlian  NationsBank.  \t  is  a  direct  outgrowth 
of  our  philosophy  of  indivifiualized  relationship  bank- 
ing.  iL  Our  banking  professionals  serve  you  as  your 
strategic  i  )artners,  providing  access  to  a  powerful  array 
of  financial  resources.  These  include  lending,  treasury 


management,  international  banking  and  corpc 
services,  as  well  as  superior  nontraditional  cap 
like  asset  securitization,  ESOP  financing,  forin 
exchange,  factoring,  and  securities  trading  ancffiv 
writing.  iL  Moreover,  many  of  our  banking  pnef ' 
als  are  also  experts  in  such  industries  as  energ  f 
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$2.50 


BURLIMGA^iE  / 


Epson  Reliability.  As  you'd 
expect  from  the  longest-running 
printer  company,  the  ActionPrinter 
is  built  to  last.  And  backed  solidly 
by  our  two-year  warranty. 


A  Simple  Lesson  I 


Unique  Pajjer  Tray.  The  only 
dot  rnatnx  pnnter  with  a  paper 
cassette  tray.  So  you  wont  get  fed 
up  ha  ndling  tractor  feed  paper 


Quick  &  Quiet.  In  case  you 
haverit  heard,  the  ActionPrinter 
is  considerably  quieter  than  the 
average  dot  matrix  printer — 
ex^en  when  zipping  along  at 
250  characters  per  second. 


Easy  To  Use.  Setup  and  operation  couldn't  be  simpler:  And  Epson's  convenient 
Quick  Reference  Card  keeps  you  from  struggling 
through  hefty  user  manuals. 


^^u'  1 1  need  most  oUen  tor 

detmledinfonriaUonananyOT 
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ner 
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All  company  and/or  product  names  are  trademarks  and  Air  rrgisiered  iradcmdi  ks  ol  ihcir  respective  man iifac Hirers  Epvin  is  a  repstered  trademark  of  Seiko  Epscin  Corp  ©  1992  Epson  Amrnca.Int  ,  20770  Madrona  Ave  .Torr 


■^ATE  DUE 


Very,  Very  Affordable.  With  a  list  price 
of  just  $299,  this  is  clearly  ci  printer  anyone 
can  feel  at  home  loith. 


sCA 


LABLE  FONTS 


Quality  Output.  You  can  print  a 
variety  of  letter-quality  type  in  a  variety 
of  sizes,  and  give  all  your  work  a  more 
professional  look. 


fome  Economics. 


ompact  &  Lightweight.  The  design  is 
volutionary:  the  ActionPrinter  sits  flat  or 
ands  upright,  fitting  easily  in  any  loork- 
lace.  The  perfect  printer  to  have  around 
le  house  or  apartment. 


The  new  Epson®  ActionPrinter™  3250  is  the  first 
dot  matrix  printer  built  specifically  for  the  home 
user.  Its  design  is  sleek  and  space-saving.  Its  features 
practical  and  easy  to  use.  Its  construction,  Epson  solid. 
All  for  a  price  that's  nothing  short  of  amazing. 

For  a  free  introductory  course  in  printers,  turn  to 
our  booklet, "What  You  Should  Know  Before  Buying  A 
I    Dot  Matrix  Printer."  Just  call 
800-289-3776  for  your  copy, 
and  the  name  of  the  Epson 
dealer  nearest  you. 

Then  stop  in  soon, 
home  a  printer  that  could 
others  a  lesson  or  two. 


r 


EPSON 

WmiYou 
Should 
Know  Before 


Dot  Mm  Printer. 


For  dealer  referral,  call  8«0.BUY-EPSON(HUII-l'((9-:1776),  In  Canada,  call  800-GO-EPSON. 
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PRODUCTDON 

Change  from  last  week:  -0.3% 
Change  from  last  year:  2  1  % 

1967^100  (four-week  moving  average) 


185. 


LEADING 

Change  from  last  week:  -0. 1  % 
Change  from  lost  year:  - 1 ,8% 

220  


165 


July 


tool  1009 

The  production  index  posted  the  third  consecutive  decline  in  the  week  ended 
Mar  7  After  seasonal  adjustment,  output  of  sfeel,  trucks,  electric  power,  cool,  and 
poperboord  fell,  os  did  rail-freight  traffic  Production  of  paper  and  lumber  rose,  and 
crude-oil  refining  was  up.  Auto  output  was  unchanged.  Before  calculation  of  the  four- 
week  troiiing  average,  the  weekly  index  fell  to  176.6,  from  a  revised  177.5  in  the 
week  before 

BW  production  index  copyrigfil  1992  by  McGraw-Hill  Inc 


The  leading  index  dipped  slightly  in  the  week  ended  Mar  7.  All  of  the 
available  indicators  contributed  to  the  decline  Stock  prices  fell,  while  bond  yields 
rose,  Matertals  prices  dropped  at  o  faster  pace,  as  did  the  growth  rote  of  real 
estate  loans  The  M2  money  supply  grew  more  slowly,  and  business  failures  rose. 
Before  calculation  of  the  four-week  trailing  overage,  the  index  fell  to  210.2,  from 
210  5  in  the  previous  week. 

Leading  index  copyright  ]  992  by  Center  for  International  Business  Cycle  Research 
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Latest 
week 

Week 
ogo 

%  Change 
year  ago 

STEEL  (3/Ulthous.  of  net  tons 

1,782 

1,787# 

5  4 

AUTOS  (3/Ul  units 

1 1 1,741 

1  t8,534r# 

7.7 

TRUCKS  (3/H)  units 

83,288 

74,685r# 

1 16.0 

ELECTRIC  POWER  (3/141  millions  of  kilowatt-hours 

54,163 

52,46 1# 

0  6 

CRUDE-OIL  REFINING  |3/i4)tfious  of  bbl /day 

12,714 

12,267# 

-1,6 

COAL  (3/7)tfious.  ofnettons 

18,592# 

19,136 

-8  0 

PAPERBOARD  (3/7)tfious  oflons 

817. 0# 

828  8r 

7  8 

PAPER  (3/71  Ihous,  oflons 

776.0# 

758. Or 

2.1 

LUMBER  (3/7)  millions  of  ft. 

520.4# 

519,2 

6  8 

RAIL  FREIGHT  (3/7]  billions  of  ton-miles 

20.7# 

21,0 

6  2 

Sources:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA",  Association 
of  American  Railroads- 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (3/i8| 

132 

134 

137 

GERMAN  MARK  (3/18) 

1.65 

1,67 

1,63 

BRITISH  POUND  (3/i8) 

1.73 

1,72 

1  80 

FRENCH  FRANC  |3/i8) 

5.61 

5,67 

5,56 

CANADIAN  DOLLAR  (3/i8) 

1.19 

1,19 

1,16 

SWISS  FRANC  13/18) 

1  50 

1,51 

1,40 

MEXICAN  PESO  (3/i8) 

3,047 

3,046 

2,977 

Sources:  Mojor  New  York  banks  Currencies  expressed  in  units  per  U.  S.  dollar,  exce 
pound  expressed  m  dollars 

3t  for  British 

latest 
week 

Week 
ago 

%  Chonge 
year  ago 

GOLD  (3/18)S/troyoz. 

340.300 

349,000 

-8.5 

STEEL  SCRAP  |3/17)  #1  heavy,  $/ton 

89.50 

90.00 

-12  3 

FOODSTUFFS  (3/16)  index,  1967=100 

201,2 

205,5 

-4,8 

COPPER  (3/14)  C/lb. 

106,1 

106  9 

-7,1 

ALUMINUM  (3/14)  c/lb. 

59  5 

60,3 

-15,0 

WHEAT  (3/14)  #2  hard,  $/bu. 

4,26 

4.23 

44  4 

COTTON  (3/ 14)  strict  low  middling  1-1/16  in,,  C/lb 

50,50 

51.42 

-35  8 

Sources:  London  Wednesday  finol  setting,  Chicago  market.  Commodity  Research  Bureau,  Metaii 
Week,  Kansas  City  market,  Memphis  market 
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Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (3/13]  S&P  500 

405.17 

409,12 

8.6 

CORPORATE  BOND  YIELD,  Aaa  (3/i3) 

8.34% 

8.32% 

-6.4 

INDUSTRIAL  MATERIALS  PRICES  (3/i3| 

95.7 

95.8 

0.1 

BUSINESS  FAILURES  (3/6) 

480 

455  r 

8.6 

REAL  ESTATE  LOANS  (3/4)  billions 

$400.9 

$402.  Ir 

-2.5 

MONEY  SUPPLY,  M2  (3/2)  billions 

$3,450.2 

$3,463.3r 

2.4 

INITIAL  CLAIMS,  UNEMPLOYMENT  (2/29)thous 

459 

437 

-3.2 

Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commerce  (index:  1980^100),  Dun  & 
Brodstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Lobor  Dept.  CIBCR  seasonally  a6- 
justs  data  on  business  failures  and  real  estate  loons. 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Change 
year  ogo 

INDUSTRIAL  PRODUCTION  (Feb  )  total  index 

107.2 

106.6r 

1.4 

CAPACITY  UTILIZATION  (Feb ) 

78.2% 

77.9% 

-1.1 

CONSUMER  PRICE  INDEX  (Feb) 

138  6 

138.1 

2.8 

PRODUCER  PRICE  INDEX  (Feb  )  finished  goods 

122.0 

121.7 

0.3 

Sources:  Federal  Reserve  Board,  BLS 
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Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (3/2) 

$935.7 

$934.2r 

1 1.7 

BANKS'  BUSINESS  LOANS  (3/4) 

290.7 

288.9 

-10.5 

FREE  RESERVES  (3/4) 

862r 

I,105r 

2.0 

NONFINANCIAL  COMMERCIAL  PAPER  (3/4) 

138.8 

135.7 

-4.3 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions). 

which  are  expressed  for  o 

MONEY  MARKET  RATiS 

Latest 
week 

Week 
ago 

Yeor 
ogo 

FEDERAL  FUNDS  (3/17) 

4,14% 

3.87% 

6.10% 

PRIME  (3/18) 

6.50 

6  50 

9.00 

COMMERCIAL  PAPER  3-MONTH  (3/17) 

4,38 

4  26 

6.31  ' 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/18) 

4.27 

4.22 

6.35  i 

EURODOLLAR  3-MONTH  (3/i4) 

4.28 

4.20 

6.33 

Sources:  Federal  Reserve  Boord,  First  Boston 


#Row  dota  in  the  production  indicators  are  seasonally  odjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment. 
I  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3 -Free  market  value     NA-Not  available     r- revised     NM  =  Not  meaningful 
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Native  Califomian 

For  125  years 
our  promise  has  been  our  policy. 


Pacific  Mutual 

800-800-7646 

Mutual  Life  Insur;ince  Company.  700  Newport  C'tntfr  Drive,  Newport  Beach.  ( "A  ''2(>i.n  r  luli.  Mmu.d  suhsidi.irics  include:  PM  Group  Life  Insurance  Company-  Enipio\'ec  HciK'tiu  An 
Pacific  Financial  Asset  Management  Corporation  (PHAMCo).  Pacific  Invesimcm  M.in.ii.',.,  nn  m  '  -iiip.(ii\  (Pi\l(        PM  Realty  Advisors.  Inc.,  Cadence  Capita!  Managcmeni  (.Orpor.iiiun, 
NTJ  Investment  Group,  inc..  Parametric  Portfolio  Associates.  Iik  ,  P.KitiL  1-<]liuil-.  Nciwuik,  Mutual  Sei^ice  Corporation,  United  Planners'  Group.  Inc. 


'  I'K':  l\iuli>.  Mum, (I  i  (k  \ivA 


1^ 

The  Swire  Group 


CATHAY     PACIFIC  FIRST 


CATHAY  PACIFIC 

ARE  PROUD  TO  UNVEIL 

CATHAY  PACIFIC  FIRST 

THE  RENAISSANCE  OF 


FIRST  CLASS  TRAVEL 


FIRST 


TliL-  new  Cathay  Pacific  First  is  a  contemporary  interpretation 
of  a  time  when  the  privileged  few  travelled  in  extraordinary  comfort  and  style. 

A  significant  advance  in  the  art  of  first  class  travel,  Cathay  Pacific  First  has  been  crafted 
from  the  ground  up  to  meet  the  needs  of  the  most  discerning  international  travellers. 

Cathay  Pacific  First  offers  more  personal  control  and  more  flexible,  personalised 
service  than  ever  before.  A  quiet  world  of  privilege  and  recognition, 
sheltered  from  the  inconvenience  of  ordinary  travel. 


CATHAY  PACIFIC 

Arrive  in  better  shape. 


No  More  Fighting 
Worl(ers  Comp  Fraud 
With  One  Hand 
Behind  Our  Bade 


It's  been  a  long,  tough  fight, 
but  finally  both  our  hands  are 
untied.  Now  a  new  law  allows  us 
to  go  after  workers  compensation 
fraud  more  aggressively  so  we 
can  stop  it  from  increasing  your 
premiums  and  stealing  profits 
from  your  bottom  line. 

The  previous  law  lacked  the 
muscle  needed  to  fight  this  kind  of 
fraud.  As  a  result,  authorities  say 
California  employers  paid  for 
more  than  $1  billion  of  fraudulent 
claims  last  yean 

The  state's  tough  new  law 
makes  false  workers  comp  claims 
a  felony;  that  gives  us  more 
power  to  stop  fraud  in  its  tracks. 


We've  expanded  our  successful 
partnership  with  WeTip,  the 
national  crime-fighting  organiza- 
tion, using  an  exclusive  hotline 
(I-800-I.I.-FRAUD)  to  offer  rewards 
of  up  to  $1,000  for  people  who 
uncover  workers  comp  fraud. 
And  some  of  our  best  people 
have  been  assigned  as  anti-fraud 
specialists  throughout  California. 

To  help  our  policyholders  and 
their  employees  recognize  and 
combat  fraud,  we've  launched 
a  program  that  spells  out  the  law, 
its  penalties  and  how  to  call 
WeTip  anonymously.  And  we've 
also  strengthened  our  contacts 
with  state  law  enforcement 


agencies  and  district  attorneys  to 
help  prosecute  fraud. 

Join  us  in  fighting  fraud  and 
controlling  your  insurance  costs. 
Call  your  agent  or  broker,  or  Jack 
Miller,  president  of  our  workers 
compensation  division,  at 
(415)627-5484. 


Industrial 
Indemnity 


A  Crum  and  Forster  organization 

A  XEROX  Financial  Services  Company 
Home  Office:  San  Francisco 
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Courtenay  Eddy 

lU  VUK  JUD9VKIDEKJ 

■   ate  last  autumn,  a  number  of  you 
reported  you  had  received  harass- 
■H  ing  telephone  calls  or  question- 
able invoices  about  your  BUSINESS 
WEEK  subscription.  Because  of  details 
you  provided,  BUSINESS  week  has  been 
able  to  file  a  lawsuit  in  U.  S.  District 
Court  in  Seattle  to  block  an  alleged 
subscription-renewal  scam. 

The  organizations   involved  are 
Northwest  Subscription  Service,  Pro- 
file Subscription  Service,  and  Pinnacle 
Subscription  Services.  Our  suit  charges 
that  these  agencies  and  their  owners 
misrepresented  themselves  to  obtain  a 
confidential  subscriber  list.  They  then 
solicited  and  collected  money  for  re- 
newals of  BUSINESS  WEEK. 

The  activity  affected  BUSINESS  week 
subscribers  in  selected  Zip  codes 
around  Puget  Sound  and  also  in  Cali- 
fornia, Colorado,  Geoi-gia,  Montana, 
North  Carolina,  South  Carolina,  and 
Texas. 

Fortunately,  we  were  able  to  move 
quickly.  A  temporary  restraining  order 
has  been  issued  by  the  federal  court 
m  oeattie  to  Dai  tne  ueienuanis  irom 
falsely  representing  that  they  have 
authority    to    act    on    behalf  of 
BUSINESS  week. 

Unfortunately,  unauthorized  use  of 
subscriber  lists  is  an  industrywide 
problem,  which  hurts  not  only  sub- 
scribers and  magazines  but  also  legiti- 
mate magazine-subscription  services 
that  have  built  up  long-standing  repu- 
tations for  good  service. 

If  you  feel  you  may  have  been  de- 
ceived in  the  alleged  scam,  please  send 
a  copy  of  your  canceled  check  or  credit- 
card  receipt,  plus  copies  of  invoices 
from  Northwest,  Profile,  or  Pinnacle, 
along  with  any  other  details  to  Eileen 
O'Brien,  BUSINESS  WEEK  Circulation 
Dept.,  1221  Avenue  of  the  Americas, 
New  York,  N.  Y.  10020. 

If  you  have  questions  about  the  sta- 
tus of  your  subscription  or  any  renew- 
al offers,  please  call  BUSINESS  week's 
toll-free  subscriber-service  hotline — 800 

fi^^1?00  between  8  a  m  and  4-80  n  m 

EST. 

For  more  than  60  years,  BUSINESS 
WEEK  has  built  a  strong  relationship 
with  its  readers.  We  aim  to  keep  it  that 
way.  Thanks  for  your  understanding 
and  cooperation. 

Publisher 

WHY  GRAEF  CRYSTAL 
LEFT  FORTUNE,., 

Donald  Guerette,  Time  Warner  corpo- 
rate compensation   vice-president,  has 
stated  publicly  that  "Mr.  Crystal,  while 
writing  his  story  for  Fortune  on  execu- 
tive compensation,  called  me  for  infor- 
mation that  led  to  a  discussion  of  his 
methodology.  Other  publications  routine- 
ly call  the  company  for  similar  purposes. 
We  had  an  amicable,  professional  discus- 
sion. I  strongly  disagreed  with  his  analy- 
sis at  the  timp  ?ind  in  spvpr?il  further 
conversations." 

We  made  absolutely  no  changes  to  the 
story  as  a  result  of  these  conversations. 
Our  story,  in  the  issue  of  June  17,  1991, 
said  that  Ross  was  not  only  America's 
highest-paid  CEO  in  1990  but  also  the  CEO 
whose  compensation  most  exceeded 
what  Crystal  thought  it  should  be,  on 

In  your  story  about  compensation  ex- 
■  pert  Graef  Crystal  ("Graef  Crystal:  Is 
he  Paul  Revere  or  Benedict  Arnold?" 
Top  of  the  News,  Mar.  9),  you  state  that 
Crystal,  who  was  dismissed  by  Finan- 
cial World,  "quit  a  similar  job  at  For- 

I  li  fit:    Cti  LCl    dl  IC     11 1  Ji,    CV,I1  LVJl  icxl    ill  LCI  -IC^l  tllvC^ 

over  his  conclusion  that  Steven  J.  Ross, 
CEO  of  Fortune's  parent.  Time  Warner 
Inc.,  is  overpaid." 

In  fact.  Crystal  made  no  such  allega- 
tion. What  he  did  allege  was  that  a  Time 
Warner  business  executive  tried — and 
failed — to  influence  his  conclusions.  The 
distinction  is  supremely  important. 
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the  basis  of  his  computer  model.  When 
we  went  to  press  with  the  story,  Crystal 
said  lie  was  very  pleased  with  it  and 
sent  us  a  written  proposal  for  an  even 
more  extensive  CKo  pay  survey  for  1992. 

It  was  only  one  month  later  that  Crys- 
tal amiounced  to  the  press  he  would  no 
lon)rer  prepai'e  liis  annual  fivelance  sto- 
ry for  Foil  line.  He  did  this  just  after 
i-('ceivin.u  what  he  called  an  "acrimoni- 
ous" letter  lV(im  (!uer(.'tte,  a^ain  criticiz- 
his  methodology.  Although  the  edi- 
tors were  completely  unaware  of  this 
letter.  Crystal  was  presumably  aroused 
enou},di  by  it  to  end  his  relationship. 

To  repeat,  there  was  no  editorial  inter- 
ference. Quite  to  the  contrary,  in  his 
own  letter  to  us  declarin<^'  that  he  was 
leavin.u'.  Crystal  emphasi/.ed  that  Fnr- 
Iniw'^  "editorial  integrity  prevailed," 
and  "if  there  is  integrity  in  journalism, 
vours  are  the  ycvy  brightest  flames." 

Marshall  Loeb 
Managing  f]ditor,  Fortune 
New  York 

Cn/s/a/'s  rcs/ioiisc:  The  Joni/cr  consn/- 
tiint  s(ii/s  thai  Fortune  cdifois  fold  him 
his  sfori/  iro/ilil  hi'  l:illnl  if  he  didn'l 
inakr  c/ki ii(/cs  in  his  nnihoduloi///.  So 
he  iif/reed  lo  an  "iineiis//  eon/ //ronuse" 


whereby  the  estimated  raliie  of  stock 
options  granted  Time  Warner  e.recu- 
lires  iriis  to  he  staggered  orer  three 
//ears,  l/iiis  redueing  their  1990  com- 
pensation (IS  reported  in  the  magazine, 
lie  saifs. 

...AND  WHY  THE  'HEAVY 
ARTILLERY'  HAS  HIM  IN  ITS  SIGHTS 

Graef  Crystal  is  Paul  Revere!  1 
was  an  e.xpert  comijensation  consul- 
tant the  first  15  of  my  2")  years  in  gener- 
al management  consulting — first  with 
McKinsey,  then  with  Cresap.  My 
primary  objective  for  executive  com])en- 
satioii  design  was  the  corporation's 
well-being. 

Ry  the  end  of  \'>  years,  the  field  had 
become  distasteftd  tn  me,  and  I  aban- 
doiK.'d  it.  To  win  assigmnents,  ex|.)ert 
consultants  and  lawyers,  in  my  opinion, 
wei'e  subtly  (or  not  so  subtly)  promising 
t(ii)  much  to  top  management  teams. 

1  returned  recently  from  several  years 
abr(ia<l  to  find  U.S.  executive  compensa- 
tion at  astonishing"  levels,  even  above 
wlial  1  couki  have  expected  from  the 
trend  of  a  decadt'  ago. 

I'.  S.  executix  e  compensation  has  gone 
way  over  the  top.  It  is  designed  to  ag- 


grandize management.  A  self-intereste: 
coterie  of  expert  "professionals"  mus' 
bear  much  of  the  blame.  Not  surprising 
ly,  the  coterie  seems  to  be  mounting 
heavy  artillery  to  "deep  six"  Crystal  be 
fore  he  can  upset  their  cozy,  unexam 
ined  world. 

Robert  V.  Good( 
Bakersfield,  Calif 

ARTIFICIAL  INTELLIGENCE: 
CHEERS  FOR  LISP  AND  MINSKY 


We  appreciated  your  insightful  ob 
servation  that  this  technology  has 
finally  arrived  for  connnercial  applicabil 
ity.  But  we  want  to  point  out  an  inaccu 
racy  in  your  article  on  Marvin  Minskj 
("The  father  of  \l  says  his  child  ha: 
gone  astray,"  Special  Report,  Mar.  2) 
You  state:  "A  series  of  startups  tha 
tried  to  commercialize  [the  Lisp  pro 
gramming  language] ...  failed  becaus* 
the  language  was  too  cumbersome." 

Symbolics  was  one  of  those  startups 
and  12  years  later  customers,  amon^ 
them  American  Airlines,  the  Interna 
Revenue  Sei'vice,  American  Ex])ress 
Delta  Air  Lines,  Lufthansa,  U.  S.  Sprint 
Alcoa,  and  Houston  Lighting 
&  Power,  still  use  Symbolics'  Lisp-basec 


HARVARD  BUSINESS  SCHOOL  PRESS 


MANAGING 
WITH  POWER 

Politics  and  Influence  in 
Organizations 

Jeffrey  Pfeffer 

Power  is  not  a  dirty  word.  Jeffrey 
Pfeffer  shows  convincingly  that 
the  effective  use  of  power  and  in- 
fluence is  an  essential  component 
of  leadership.  Using  vivid  exam- 
ples, Pfeffer  makes  a  compelling 
case  for  the  importance  of  power 
in  mobilizing  political  support  and 
resources  to  get  things  done  in  any 
organization.  A  Main  Selection  of 
ihc  Executive  Program  of  the  Nctc- 
hridf^e  Book  Clubs. 

400  pages  ISBN  0-«7584-314-X  $24.95 


SHORT-TERM 
AMERICA 

The  Causes  and  Cures  of  Our 
Business  Myopia 
Michael  T.  Jacobs 

"This  book  should  be  required 
reading  for  anyone  who  runs  any- 
thing in  America,  from  the  White 
Ht)use  to  Main  Street,  from  Capi- 
tol Hill  to  Wall  Street." 

— Pat  Widdcr,  Chicago  Tribune 


BECOMING 
A  MANAGER 

Mastery  of  a  New  Identity 
Linda  A.  Hill 

The  transition  from  star  performer 
to  skillful  manager  can  be  trying 
for  many — even  traumatic.  In  Be-  . 
cotning  a  MiUia^cr,  Linda  Hill  de- 
scribes the  trials  and  tribulations 
of  nineteen  first-time  managers. 
She  then  offers  specific,  practical 
advice  that  will  help  all  new  man- 
agers— and  their  organizations — 
survi\'e  the  critical  first  year.  A 
Main  Selection  of  the  Executive  Pro- 
\^raiii  of  the  A/t'ic/'r/Ji^n'  Book  Clubs. 

332  pages   ISBN  0-87584-302-6  $22.95 


268  pages  ISBN  0-87584-300-X  $24.95 

Available  at  better  bookstores,  or  call  Harvard  Business  School  Press  at  800-545-7685. 
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This  year, 
83,329  pieces  of  paper 
will  cross  the  average 
executive's  desk. 

Fortunately,  this  is 
no  average  desk. 


It's  a  Mueller®  Provincia  desk  by  Haworth.  And  uncovering  its  rich  wood  finish  is 
a  gratifying  reward  for  reaching  the  bottom  of  a  long  da\''s  paperwork.  ▼  Still,  Haworth  desks  are 
better  known  as  a  reward  for  reaching  the  top.  In  fact,  they've  been  a  symbol  of  success  for  over  40 
years.  T  Isn't  it  time  you  and  Haworth  crossed  career  paths?  For  more  information  about  our  company 
and  our  complete  line  of  office  furniture,  call  Laura  Cramer  at  1-800-344-2600. 


HAWORTH  WORKS  FOR  BUSINESS. 


Hi{WaRTH 


eie 


ra£( 


uicce; 


THE  DIAMOND  ANNIVERSARY  BAND. 

it  s  your  1st,  5tli  or  lOtk  anniversary,  tks  year, 
teU  Ker  you'd  marry  ker  cJl  over  again. 

A  diamond  is  forever 


De  Beers 


Diamond  Anniversary  Band  shown,  $1,799.  Price  slightly  higher  In  Hawaii. 


The  JnvvlerYou  Kn 


Lotte,  The  VIP's  Choice 


"The  service 
mainly.  It's  | 
impeccable." 


HOTEL  LOTTE 


Member  in  Seoul,  Korea 


Pfesideni  o(  Asia  Pacific  Markeling 


We're  pleased  that  a  good  and  growingjiumbcr  of  our  guests 
come  back  to  stay  with  us. 

Why.'  As  Mr.  Moore  of  Asia  Pacific  Marketing,  explains, 
it's  the  "impeccable  service"  they  appreciate  most. 
"Discrete  and  unobtrusive,"  in  Mr.  Moore's  words 

While  the  reasons  vary  from  one  return  guest  to  the  next, 
they  all  share  an  uncompromising  taste  for  excellence. 

And  at  Lotte  they  find  excellence  in  service  and  facilities. 

Shouldn't  the  Lotte  be  vour  hotel  in  SeouP 


For  RtHrvationt:  New  York:  (201)  944-1117,  Toll  Free  600-22  LOTTE,  LA.  (3101  540-7010,  Toll  Free  800-24  LOTTE.  London  (071)  323-3712/4 
Hotel  Lotte:  CP.O  Box  3500  Seoul.  Tel:  (02)  771-1000  Telex  LCTTEHO  K23533/4.  Fax:  (02)  752-3758,  Cable  HOTELOTTE 


technology  to  (develop  applicationcj 
We  are  not  alone:  Inference,  Lucidi 
and  Franz,  among  others,  are  companies 
involveid  in  artificial  or  "applied"  intellii 
gence  that  still  use  the  Lisp  language  ii 
their  respective  technologies. 

V  nneth  J.  Tarpey,  President  &  CE( 
Symbolics  Inc 
Burlington,  Mass 

■ was  surprised  to  be  quoted  in  youi 
story  as  saying  that  Marvin  Minsky' 
The  Society  of  Miyid  was  just  a  "philo 
sophical  poem." 

I  never  used  the  word  just.  Here' 
what  I  did  say:  "Minsky,  who  is  appro 
priately  regarded  as  the  'father  of  AI, 
has  been  an  intellectual  leader  in  each  o: 
.xi's  major  movements.  Thirty  years 
from  now,  The  Society  of  Mind  will  b( 
one  of  the  few  landmark  works  in  A 
that  we  will  remember.  It  is  rich  witJ 
profound  ideas,  from  the  practical  to  th( 
philosophical,  and  reads  like  poetry." 

In  fact,  I  pointed  out  to  your  reportei 
that  I  have  a  habit  of  underlining  what 
regard  as  particularly  noteworthy  ideas 
But  I  stopped  doing  this  halfwaj 
through  The  Society  of  Mind  when 
realized  that  I  had  highlighted  half  ol 
the  sentences. 

The  words  attributed  to  me  in  youi 
article  do  not  capture  the  essence  o\ 
what  I  did  say  and  believe. 

Raymond  Kurzweil,  Chairmar 
Kurzweil  Applied  Intelligence  Inc 
Waltham,  Mass 

RAISING  PRICES  WON'T  WIN 
MANY  CUSTOMERS  FOR  DETROIT 


Your  writer  is  correct  to  say  Detroil 
has  an  amazing  ability  to  turn  ofl 
potential  customers  ("Price  hikes:  MO' 
town  may  be  shooting  itself  in  the  tire 
again,"  Top  of  the  News,  Mar.  2). 

I'm  a  first-time  new-car  buyer  myself, 
looking  to  park  my  1980  Toyota  Corolla 
in  favor  of  a  Saturn  SL2.  But  when 
read  that  Saturn  wants  to  hike  prices,  1 
can't  help  feeling  that  General  Motors  is 
still  General  Motors,  out  for  profit  and, 
hey,  sorry  about  a  decade  worth  of  crud- 
dy  cars. 

Come  on  down  from  the  corporate 
suite,  guys.  There's  still  a  recession  on 
and  buying  a  new  car  isn't  something  1 
take  lightly.  I  want  to  help  Detroit,  bul 
Detroit  has  to  stop  helping  itself  to  mj 
checkbook. 

David  Smethurst 
Menlo  Park,  Calif 


Letters  to  the  Editor  should  be  sent  to  Reader! 
Report,  Business  Week,  1221  Avenue  of  the  Ameri' 
cos.  New  York,  N.  Y.  10020.  Fox:  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele' 
phone  numbers.  We  reserve  the  right  to  edit  letferi 
for  clarity  and  space. 
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"Most  of  our 
competitors  of  1981 

no  longer  exist. 
Some  of  them  liad 
great  products. 
What  they  forgot  to 

have  was 
great  advertising!' 


John  Sculley,  Chairman  and  CEO,  Apple  Computer,  Inc 


"The  man  who  said  the  world  will  beat  a  path  to  your  door  if  you 
build  a  better  mousetrap  was  a  poet,  not  a  businessman. 

The  landscape  is  strewn  with  the  wreckage  of  fine  companies 
who  built  great  products-that  no  one  ever  heard  about. 

I've  worked  for  two  of  the  most 
spectacularly  successful  corporations 
in  America- Pepsi  and  Apple  Computer 
They're  as  opposite  as  East  and  West. 
But  they  have  one  thing  in  common.  In 
both  cases,  advertising  played  a  central 
role,  rocketing  them  from  obscurity  to 
market  leadership. 

Each  enjoyed  product  advantages. 
But  they  had  to  be  advertised. 

No  other  form  of  communication 
allows  a  purer,  more  powerful  articulation 
of  your  product's  story  and  your  com- 
pany's vision.  Because  only  advertising 
can  communicate  not  just  information, 
but  emotion  and  soul. 

Something  magical  happens  when 
you're  able  to  touch  millions  of  people 
at  once-a  transforming  energy  that  not 
only  makes  sales  today  but  reverberates 
for  years  to  come. 

Advertising  builds  brands.  And 
your  brand  is  the  only  thing  that  stands 
between  you  and  commodity  pricing. 

Advertising  allows  you  to  take  on 
the  giants  and  win.  Goliath  may  not  need 
great  advertising.  But  David  sure  does. 

Finally  advertising  lets  you  express 
not  only  what  you  are,  but  what  you  are 
trying  to  become.  It's  not  just  a  selling  tool,  it's  a  leadership  tool -a 
flag  on  the  mountain  to  rally  and  inspire  your  own  people. 

Of  all  the  sophisticated  tools  available  to  marketers  today 
advertising  remains  one  of  the  most  powerful'.' 


American  Association  of  Advertising  Agencies 

If  you  would  like  to  learn  more  about  the  power  of  advertising,  please  write  to  Department  D.  AAAA,  665  Third  Avenue,  New  York, 
New  York  10017,  enclosing  a  check  for  five  dollars  You  will  receive  our  booklet  /(  Works'  How  Investment  Spending  in  Advertising  Pays 
Off  Please  allow  4  to  5  weeks  for  delivery  This  advertisement  was  prepared  by  BBDO,  Los  Angeles,  photograph  by  Peter  Stember 


MERCHANT  PRINCES 

By  Peter  C.  Newman 
Viking  •  502pp  •  $25 


HOW  HUDSON'S 
LOST  ITS  WAY 


BAY 


1 0  company  in  North  America  lias 
a  longer  history  than  Hudson's 
1  Bay  Co.,  and  few  boast  one  any- 
where near  as  colorful.  Launched  in  1670 
by  King  Charles  II  to  exploit  the  lands 
around  northern  Canada's  huge  Hud- 
son's Bay,  this  "company  of  adventur- 
ers" played  a  pivotal  role  in  forming  the 
country  and  its  character.  At  its  peak, 
HPjC's  empire  encompassed  one-twelfth 
of  the  world's  land  surface,  the  most 
ever  controlled  by  any  company.  Today, 
drastically  altered,  it  survives  as  one  of 
Canada's  leading  retailers,  with  annual 
sales  of  more  than  $4  billion. 

Merchant  Princes,  the  third  and  final 
volume  of  an  exhaustive  history  by  Pe- 
ter C.  Newman,  Canada's  foremost  busi- 
ness journalist,  is  the  extraordinary  saga 
of  HKC  in  the  modern  era,  beginning 
with  Canada's  emergence  as  a  nation  in 


1867.  Newman  is  an  assiduous  research- 
er— he  spent  a  decade  on  HBC's  histo- 
ry— and  a  beautiful  writer.  His  book  is 
both  compelling  and  thought-provoking. 

What  makes  it  sparkle  are  Newman's 
portraits  of  the  remarkable  men  who 
shaped  HBC.  Consider  Donald  Alexander 
Smith,  who  in  75  years  with  the  comjja- 
ny,  from  1838  to  the  eve  of  World  War  I, 
became  Canada's  richest,  most  powerful 
man.  He  began  as  a  fur  trader  in  remote 
Labrador  and,  thanks  to  enormous  ener- 
gy, financial  cunning,  and  the  ability  to 
cultivate  powerful  ties,  rose  to  be  HBC's 
London-based  governor.  In  addition  to 
remaking  the  company  for  the  20th  cen- 
tury. Smith  played  a  central  role  in  fi- 
nancing the  Canadian  Pacific  Railroad 
and,  while  Canada's  High  Commissioner 
to  Britain,  was  chairman  of  what  would 
become  British  Petroleum. 


rji| 
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He  was  also  a  scoundrel  who  lined  hii 
own  pockets.  In  1878,  he  and  three  part 
ners  gained  control  of  the  nearly  defunc 
St.  Paul,  Minneapolis  &  Manitoba  Rail 
way  for  $283,000.  Smith  then  exploitet 
his  connections  to  win  rights  to  use 
branch  line  linking  their  railroad  witl 
the  Canadian  Pacific,  giving  them  a  bif  f 
share  of  the  freight  moving  into  westeri 
'Canada.  Within  10  years,  the  railroat 
was  worth  $60  million.  In  the  next  3j 
years,  it  earned  Smith  and  his  partner: 
$500  million.  "Even  considering  the  gut 
ter  ethics  of  late  19th-century  railwaj  S' 
promotion  [this  ranks]  as  the  mos 
shameless  of  swindles,"  Newman  write^'' 

Then  there  were  the  men  behind  HBC'i 
last  big  fur-trading  adventure — opening 
up  the  Canadian  Arctic  in  the  late  1800s  I'-i' 
In  the  process,  the  company  built  ove 
200  posts  in  the  Arctic  and  forever  alttK"' 
tered  the  way  of  life  of  the  native  Inuil 
converting  them  from  subsistence  hunt 
ers  living  in  small  groups  to  trapperi 
congregated  in  villages,  dependent  oi 
the  HBC  trading  posts. 

HBC  traders  lived  an  arduous  exis  e 
fence.  Because  hbc  didn't  want  the  Inui 
relaxing  instead  of  trapping,  it  didn'  rtiu 
heat  its  stores.  Even  on  mild  winter  dayi  h 
the  temperature  inside  could  be  20  be 


fleCtr 


Busipess  class  liMi 


Now,  for  only  $300  extra,  you 
can  relax  in  an  SAS  EuroSleeper. 
The  world's  only  business  class 
sleeper  seat.  Available  only  in 
SAS  EuroClass. ' 


Daily  nonstop  flights  to  Scandinavia  with  easy  connection^  uro| 

,    in  lll   ivi  111     iliil  ,.  SAS  IS  A  PARTICIPANT  IN  THE  MILEAGE  PROGRAMS  OF  CONTINENTAL,  Mil  llji,. 
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And  the  posts  were 
emote,  HBC's  traders 
little  contact  with  the 
de  world.  What  they 
have  was  incredible 
3r  over  the  Inuit, 
ng  not  only  as  shop- 
ers  but  as  bankers, 
)rs,  and  often,  the  fa- 
;  of  their  children. 
)ving  to  the  present, 
■hant  Pritices  offers 
first  detailed  portrait 
Kenneth  R.  Thomson, 
media  baron  (he's 
rman  of  Thomson 
.)  who  bought  757''  of 
in  1979.  Canada's 
jst  man,  Thomson 
like  "a  small-town 
teller  living  near  the  poverty  line," 
man  writes.  He  often  eats  in  the 
en  of  his  Toronto  mansion  to  save 
ectricity.  Since  Thomson  gained  con- 
HBC  has  gotten  out  of  the  fur  busi- 
and  sold  its  Northern  Stores  Div., 
h  served  the  area  of  northern  Cana- 
overed  by  HBC's  original  charter, 
links  to  a  300-year  tradition  are 
.  What's  left  is  a  collection  of  de- 
nent  and  discount  stores, 
e  chief  weakness  of  Newman's  tril- 
is  its  length.  A  well-edited  one-vol- 


solated  in  L(mdo7i 
and  lulled  by  success, 
the  company's  leaders 
passed  up  remarkable 
opportunities 


ume  edition  would  serve  most  readers 
far  better.  Still,  Merchant  Princes  con- 
tains the  trilogy's  most  thought-provok- 
ing section:  Newman's  commentary  on 
HBC's  achievements.  The  company,  New- 
man laments,  has  failed  to  e.xploit  many 
of  its  remarkable  opportunities. 

For  nearly  300  years,  the  company 
dominated  the  world  fur  trade,  yet  never 
made  a  fur  coat.  And  chiefly  because 
Smith  was  busy  pursuing  his  own  for- 
tune, the  company  passed  up  a  chance  to 
play  a  pivotal  role  in  building  the  Cana- 


dian Pacific,  the  key  ar- 
tery in  the  growth  of 
modern  Canada.  In  the 
mid-1920s,  it  leased  its 
cache  of  oil  and  gas  re- 
serves to  what  became 
Continental  Oil,  and  .soon 
Continental's  assets  were 
worth  10  times  as  much 
as  HBC's.  The  fact  that 
the  company  was  head- 
quartered in  London  until 
1970  isolated  its  leaders. 
The  weight  of  HBC's  tradi- 
tion and  long  success  also 
blinded  them. 

Merchant  Princes  un- 
derscores the  need  for 
companies  to  adapt  to 
changing  situations.  One 
need  look  no  further  than  General  Mo- 
tors Corp.  to  see  how  the  mighty  can 
stumble,  and  history  is  littered  with  the 
skeletons  of  once-powerful  corporations 
undone  by  complacency.  Hudson's  Bay 
Co.  has  managed  to  survive.  But  in  the 
end,  Newman  writes,  it  mirrors  Canada 
itself:  "a  great  might-have-been  compa- 
ny in  a  great  might-have-been-country, 
both  facing  an  unpredictable  future." 

BY  WILLIAM  C  SYMONDS 
Si/mouds  is  Bl'SL^KSS  WEEK'ti  Toronto  bu- 
reau manager. 


u  never  dreamed. 


S4S. 


rope.  And  the  SAS  EuroSleeper  in  EuroClass.  '^^^  ® 

■  ■  SCANDINAVIAN  AIRLINES 

LASKA  AIRLINES.  CALL  YOUR  TRAVEL  AGENT  OR  SAS  AT  800-221  23S0. 


A  promise  not  to  tell  your  sister  whose  books  you've  Leen  carrying  liome. 


A  promise  tliat  Miss  Appleg'ate's  al^eLra  homework  will  never  Le  faced  alone. 


A  promise  to  make  life  easier  for  you  tkan  it's  keen  for  me. 


Notli  in^  bintls  us  one  to  tlie  otKer  like  a  promise  kept.  N<  )tliin^  divides  us  like  a  promise  kroken.  At  MassMutual 
we  kelieve  in  keeping  our  promises.  Tliat  way  all  tlie  families  and  businesses  tlial  relv  on  us  can  keep  tkeirs. 

m   

MassMutual' 

©1990  Massachusells  Mulual  Lile  Insurance  Co.  Spnnglield.  MA  01111  Wc  Kclp  yOU  kcCp  VOU  r  prOITtisCS. 


;onomic  Viewpoint 


nOUMP  WELFARE 

\  PUT  CHILDREN  FIRST 


RY  S.  BECKER 


r  families  should 
awarded  for 
ing  out  for  their 
'  interests, 
liaps  they  could 
higher  pajmients 
ey  take  children 
)r  regular 
:kups  or  get 
"e  involved  with 
r  schooling 


y  BECKER  IS  PROFESSOR  OF 
DMICS  AT  THE  UNIVERSITY 
ICAGO  AND  A  FELLOW  OF 
30VER  INSTITUTION 


Although  the  federal  welfare  program 
is  called  Aid  to  Families  with  Depen- 
dent Children,  it  isn't  structured  to 
encourage  welfare  families  to  help  their  chil- 
dren. The  system  should  be  reforined  with 
the  focus  placed  where  it  belongs:  on  children 
rather  than  on  parents. 

Several  provisions  of  the  traditional  wel- 
fare system  are  not  simply  neutral  with  re- 
spect to  children:  They're  damaging.  In  one 
well-known  example,  which  was  in  effect  until 
recently,  more  than  half  the  states  denied  ben- 
efit payments  to  mothers  who  lived  with  their 
husbands.  The  unintended  consequence  was 
to  encourage  couples  to  split  up  in  order  to 
qualify  for  benefits— despite  gi'owing  evidence 
that  young  children,  especially  boys,  are 
harmed  when  reared  only  by  a  mother.  For- 
tunately, a  reform  in  the  Family  Support  Act 
of  1988  requires  states  to  allow  intact  families 
to  be  eligible  for  support. 

We  need  to  recognize  that  poor  families  re- 
spond to  appropriate  incentives— something 
implicitly  denied  by  the  present  system.  To 
provide  welfare  recipients  with  proper  incen- 
tives, families  that  look  out  for  the  children's 
interests  should  get  additional  payments.  For 
example,  benefits  might  be  larger  if  the  par- 
ents take  children  for  regular  health  checkups, 
if  the  children  have  good  school-attendance 
records,  if  parents  participate  in  school  pro- 
grams, or  even  if  children  get  good  grades 
and  perform  well  on  achievement  tests.  On 
the  other  hand,  benefits  could  be  cut  or  elim- 
inated altogether  if  parents  take  drugs  or 
drop  out  of  high  school. 

There  is  plenty  of  evidence  that  perfor- 
mance in  school  is  gi'eatly  improved  when  stu- 
dents attend  regularly,  especially  if  parents 
take  an  interest  in  school  activities.  Successful 
private  and  public  schools  have  demonstrated 
that  parental  involvement  can  significantly 
raise  the  achievements  of  children  from  even 
the  poorest  families. 

OPTING  OUT.  Proposed  changes  in  California, 
Connecticut,  Wisconsin,  and  other  states— gen- 
erally those  with  the  most  liberal  benefits- 
would  penalize  families  who  do  not  do  right  by 
their  children.  New  Jersey  has  recently  taken 
a  different  tack  by  passing  a  measure  that 
denies  greater  benefits  to  women  who  have 
additional  children  while  on  welfare. 

Until  New  Jersey  acted,  all  state-welfare 
payments  increased  according  to  the  number 
of  dependent  children,  which  provided  a  mo- 
tive for  welfare  mothers  to  have  more  and 
more  babies.  The  New  Jersey  measure  re- 
moves that  monetary  incentive.  Perhaps  more 
important,  it  sends  a  message  that  women 
who  aren't  self-sufficient  should  not  have  chil- 


dren. Of  coui'se,  some  women  may  have  sev- 
eral children  before  going  on  welfare  or  while 
temporarily  off. 

Some  critics  claim  that  the  radical  changes 
proposed  in  various  states  pander  to  middle- 
class  prejudices  against  poor  families  and  wel- 
fare. Such  attitudes  probably  have  helped 
these  measures  gain  support.  Yet  many  poor 
families  apparently  do  not  like  the  present 
system,  either.  A  telling  statistic  is  that  almost 
40%  of  families  eligible  for  welfare  opt  not  to 
participate.  Some  may  not  know  they  are  eli- 
gible, of  course,  but  information  about  wel- 
fare eligibility  has  been  widely  circulated.  I  he- 
lieve  the  majority  of  nonparticipants  conclude 
that  on  balance,  they  would  be  made  worse  off 
by  signing  up. 

ENDLESS  CYCLE.  How  can  a  family  Ije  hurt  by 
receiving  monthly  checks  from  the  govern- 
ment? Among  the  tangible  drawbacks  are  pro- 
visions allowing  families  on  welfare  to  work 
only  part-time  and  reducing  benefits  for  those 
with  larger  earnings.  And  working  less  now 
reduces  the  chances  of  becoming  self-sufficient 
later  on.  That's  because  future  earning  power 
is  gi'eatly  reduced  when  a  person  has  been  out 
of  work  for  an  extended  period,  or  has  worked 
only  part-time  or  sporadically.  One  cannot  ac- 
quire needed  job  .skills,  which  are  developed 
only  by  working  for  a  pi'olonged  period  at  a 
job  or  in  an  occupation.  Economist  Seth 
Sanders  of  Carnegie  Mellon  University  has 
shown  that  this  helps  explain  why  families 
refuse  to  go  on  welfare,  as  well  as  why  fami- 
lies on  welfare  for  several  years  are  unlikely 
to  go  off:  They  become  less  and  less  capable  of 
supporting  themselves. 

Some  eligible  families  do  not  apply  for  wel- 
fare because  it  erodes  a  family's  values  and 
self-respect.  This  may  be  partly  because  of 
the  social  stigina  of  being  on  welfai-e,  but  I  be- 
lieve it  is  mainly  because  some  parents  con- 
clude correctly  that  welfare  handouts  badly 
affect  their  own  and  their  children's  motivation 
to  help  themselves.  They  decide  that  the 
harmful  effects  are  too  large  a  price  to  pay  for 
welfare  checks. 

If  this  is  true,  then  families  who  do  join 
the  welfare  rolls  tend  to  be  the  ones  who  ai-e 
least  concerned  about  theii-  children  and  least 
willing  to  help  themselves.  They  most  need  fi- 
nancial and  other  pressures— both  carrot  and 
stick— to  induce  them  to  take  better  care  of 
their  children. 

The  American  people  want  to  help  needy 
children,  but  they  are  right  in  sensing  that  the 
present  welfare  system  fails  to  do  this.  Re- 
forming the  system  to  concentrate  on  improv- 
ing the  skills  and  health  of  chikh'en  would  re- 
move much  of  the  hostility  to  welfare. 
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NEW  NEC  PORTABLE  PHONE  SERIES 

ting  a  lot  of  attention.  And  rightly  so. 
anguard  of  a  new  generation  of  personal 
unication  tools,  they  are 
compact,  and 
nely  powerful, 
loast  designs  that 
5stined  to  set  trends,  not 
J  them. 


People  talk  about 
in  other  ways,  too.  As 
er  in  computers  and 
unications.  And  as 
orld's  number  one 


onductor  manufacturer.  YouH  ^'^^ 

P600  Portable  Phone 


ear  our  name  mentioned  in  the  same 


breath  with  some  great  sports  events: 
Davis  Cup  by  NEC,  Federation  Cup 
by  NEC,  and  the  NEC 
World  Series  of  Golf. 
While  we've  been 
wowing  the  public,  there's 
also  been  a  lot  of  excite- 
ment in  the  lab,  where  we've 
made  significant  breakthroughs 
in  basic  technology  and  explored 
new  applications  for  advanced  elec- 
tronics. From 
miracles  in  mini- 


ma 


aturization  to 
telecommunications  networks  that  span 
the  globe,  NEC  always  gives  people  some- 
thing to  talk  about. 

THE  WHOLE  WORLD  IN  YOUR  HAND 


NEC 
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conomic  i  renas 


BY  GENE  KORETZ 


IT'S  GETTING  HARDER 
TO  PUT  YOUNG 
AMERICA  TO  WORK 


It  was  only  thi-ee  or  four  years  ago 
that  fast-food  stores  and  other  em- 
ployers were  complaining  of  a  shortage 
of  teenagers  to  staff  their  operations. 
No  more.  The  economic  malaise  of  re- 
cent years  has  had  a  devastating  effect 
on  the  employment  ranks  of  America's 
youth  (chart).  Since  January,  1990,  em- 
ployment of  those  20  years  old  and  over 
has  actually  risen  a  bit,  while  the  num- 
ber of  16-to- 19-year-olds  with  jobs  has 
shrunk  by  1.14  million. 

Much  of  that  decline,  some  831,000, 
has  occurred  since  the  recession  began, 
a  pei-iod  in  which  the  ranks  of  employed 
20-to-24-year-olds  also  fell,  by  626,000. 
Indeed,  the  total  job  losses  experienced 
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by  these  two  age  groups  exceeds  the 
nation's  overall  employment  decline  of 
1.23  million  since  June,  1990,  indicating 
that  employment  of  older  Americans  has 
actually  risen  by  more  than  100,000. 

To  some  extent,  the  job  woes  of 
America's  youth  reflect  cyclical  and  de- 
mogi^aphic  factors.  Young  people  are  usu- 
ally laid  off  first  during  recessions.  Most 
teenagers  have  few  skills  and  a  weak 
attachment  to  the  labor  force,  while 
workers  in  their  early  20s  are  only  a 
little  better  off  and  lack  seniority.  More- 
over, the  teenage  population  has  de- 
clined by  some  8.">0,000  in  the  past  two 
years.  Still,  the  loss  of  jobs  by  teenagers 
has  been  unusually  sharp,  accounting 
for  much  more  of  the  overall  decline  in 
employment  than  in  past  downturns. 

Layoffs  and  poor  job  prospects  during 
recessionary  times  normally  lead  many 
teenagers  and  young  adults  to  leave  the 


lal)or  force  entirely.  But  this  time 
around,  labor  force  participation  by  both 
teenagers  and  20-to-24-year-olds  l)egan  to 
decline  in  inid-1989,  well  liefore  the  con- 
traction began.  And  their  participation 
rates  are  now  lower  than  the  nadir  in 
the  early  1980s,  when  the  downturn  was 
far  more  severe.  "Such  developments," 
says  Harvard  University  economist 
Richard  B.  Freeman,  "suggest  that  we 
may  be  seeing  a  long-term  trend,  as  all 
kinds  of  jobs  for  low-skilled  workers 
continue  to  disappear." 

Other  factors  are  also  at  work. 
Economist  H.  Erich  Heinemann  of 
Ladenburg,  Thalmann  &  Co.  cites  the 
27%  increase  in  the  minimum  wage  since 
1989.  And  Edward  Yardeni  of  C.J. 
Lawrence  Inc.  notes  the  sharp  424,000- 
job  decline  in  retail  employment  since 
early  1990.  "Teenage  jobs  are  mainly  re- 
tail jobs,"  he  says  "and  the  ongoing  re- 
trenchment in  retailing  suggests  that 
retail  job  growth  will  stay  weak." 

More  teenagers  are  also  staying  in 
school.  Labor  Dept.  economist  Steven 
Haugen  notes  that  a  record  60%  of  re- 
cent high  school  graduates  enrolled  in 
college— a  move  probably  inspired  by 
the  relatively  poor  job  prospects  for 
those  with  only  high  school  diplomas. 

And  George  Washington  University's 
Sar  A.  Levitan  notes  that  many  laid-off 
older  workers  are  now  taking  low-wage 
jobs  that  were  formerly  reserved  for 
youths.  In  today's  poor  job  climate,  he 
speculates,  "the  huge  bulge  of  baby 
boomers  in  their  prime  working  years 
may  be  crowding  out  both  younger 
workers  and  those  over  50." 

Whatever  the  cause,  Levitan  points 
out  that  high  unemployment  and  low 
labor  force  participation  among 
teenagers  does  not  bode  well  for  their 
future.  "Half  of  our  youngsters  do  not  go 
on  to  college,"  he  notes.  "If  their  job 
prospects  remain  poor,  their  future  earn- 
ings, work  effort,  and  attachment  to  the 
laboi'  foi'ce  will  suffer." 


IS  THE  RISE  IN 
THE  MONEY  SUPPLY 
FOR  REAL? 


Among  signs  of  a  pickup  in  business 
activity,  economists  are  pointing  to 
a  sharp  acceleration  in  monetary  gi'owth 
in  February.  According  to  the  Federal 
Reserve,  the  M2  money  supply  rose  hy 
$25.6  billion  in  February,  its  biggest 
monthly  gain  in  over  four  yeai's. 

P^conomist  William  V.  Sullivan  Jr.  of 
Dean  Witter  Reynolds  Inc.  notes,  how- 
ever, that  some  of  the  growth  reflected 
a  surge  this  year  in  early  tax  refunds, 
which  were  up  nearly  $8  billion  in 


February.  He  also  points  out  that  mosi 
of  the  gi'owth  occurred  in  Ml,  the  nar 
rower  monetary  aggregate,  suggesting 
that  many  people  have  reacted  to  th( 
steep  decline  in  open-market  yields  b; 
moving  out  of  Ti'easury  issues  and  par! 
ing  their  cash  temporarily  in  checkin] 
accounts.  And  the  shai-p  pickup  in  mo: 
gage  i-efinancing  has  sparked  a  need  foi| 
■ready  cash  to  pay  points  and  other  closj 
ing  costs. 

In  short,  says  Sullivan,  "the  recenj 
pattern  of  money  growth  may  turn  oui 
to  be  a  transitory  phenomenon,  with  lit 
tie  significance  for  the  business  outlook.' 


THEY'RE  POUNDING 
THE  SIDEWALKS 
OF  NEW  YORK 


It's  hardly  news  that  the  NortheaslTllll 
has  suffered  during  the  recession.  Bu  lOU 
economist  Philip  Braverman  of  DKB  Se 
curities  Corp.  points  out  that  New  Yorl 
State  and  the  Big  Apple  were  particu 
larly  hard  hit  last  year. 

According  to  the  Labor  Dept.'s  house 
hold  survey,  notes  Braverman,  the  na 
tion  lost  748,000  jobs  last  year  whik 
New  York  State  lost  318,000-more  thai 
any  other  state.  In  other  words,  "New 
York's  employment  decline  was  equiva 
lent  to  a  horrendous  43%  of  the  tot; 
jobs  lost  in  the  nation  in  1991— th( 
state's  worst  experience  since  the  De 
pression."  Moreover,  two-thirds  of  th^' 
state's  job  losses  occurred  in  New  Yorl  "'p' 
City  and  Long  Island— areas  heavily  af  'J  st 
fected  by  the  troubled  services,  con  unies 
struction,  and  defense  industries.  .fj, 

u 

SOME  BIG  PAYROLLS  £ 
ARE  ACTUALLY 
GETTING  BIGGER 


Call  it  Gresham's  Law  of  journahsni) 
Bad  news  drives  out  good  news.  Ac 
cording  to  Human  Resource  Executivt*"^ 
magazine,  22  of  the  nation's  top  .50  em 
ployers,  including  IBM,  General  Motors  WlHl 
May  Department  Stores,  and  McDon  !SI|||| 
nell  Douglas,  cut  their  payrolls  b} 
145,000  last  year.  Such  layoffs,  of  cours^ 
were  widely  reported  in  the  press. 

Receiving  less  media  attention,  how 
ever,  was  the  fact  that  17  of  the  top  5( 
employers  actually  expanded  payrolls 
The  magazine  reports  that  this  group- 
led  l)y  such  heavyweights  as  PepsiCo 
Boeing,  Kmart,  CTE.  United  Parcel  Ser 
vice,  Wal-Mart  Stores,  and  Philip  Mor 
ris— added  nearly  205,000  jobs  during 
1991.  The  result  among  the  top  50:  i 
net  increase  of  some  60,000  jobs. 
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H-BOOM! 

IE  REBOUND  IS  UNDER  WAY 


rAILERS  RING  UP 
»AD  SALES  GAINS 
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i  fter  looking  at  the  February  report  on  retail 
^  sales,  a  Wall  Street  economist  cautioned  that  the 
^  robust  numbers  might  be  "a  flash  in  the  pan." 
I  all  due  respect,  it  was  more  like  the  stove  blew  up. 
itailers  recorded  a  sales  gain  of  1.37''  in  February, 
the  Commerce  Dept.  revised  its  January  numbers 
ply  higher  to  show  a  jump  of  2.17o,  instead  of  the 
3st  0.67'  increase  originally  reported.  Even  if  buying 
off  in  March,  sales  are  now  headed  for  the  largest 
terly  advance  in  5V2  years.  That's  more  than  a  flash. 

Retail  sales  were  only  one  in 
a  series  of  resounding  February 
reports  that  strongly  suggest 
that  the  economy  is  finally 
breaking  out  of  its  three-year 
stagnation  and  moving  to  a 
higher  plane  of  growth.  Other 
evidence:  The  pace  of  home- 
building  has  quickened.  The 
yearend  buildup  of  unwanted  in- 
ventories is  almost  gone.  Indus- 
trial production  has  bounced 
.  And  all  the  while,  inflation  continues  to  abate, 
ime  of  that  Wall  Streeter's  caution  is  justified, 
gh.  The  latest  data  probably  exaggerate  the  econo- 
.  strength.  An  extra  day  because  of  leap  year,  the 
nest  winter  in  97  years,  early  tax  refunds,  and  last 
's  war-depressed  numbers,  all  play  a  role, 
jwever,  the  size  and  breadth  of  the  gains  and  their 
'al  on  the  heels  of  last  year's  substantial  easing  of 
etary  policy  also  justify  optimism.  The  Federal  Re- 
e's  latest  survey  of  business  conditions  says  as 
h.  It  shows  "some  improvement  in  economic  condi- 
>"  since  the  end  of  January. 

RISTMAS  But  is  this  the  start  of  a  self-sustaining 
ME  IN  process  that  generates  a  true  and  lasting 
iUARY,  recovery?  So  far,  the  data  point  in  that 
IRUARY  direction  (page  20).  First-quarter  gross 
estic  product  is  shaping  up  to  show  a  healthy  combi- 
)n  of  strong  final  demand  and  low  inventories  that 
bode  well  for  real  GDP  in  the  second  quarter, 
all  starts  with  consumers.  The  numbers  show  that 
rne  gains  and  extra  cash  from  debt  refinancings  are 
ig  a  broad  lift  to  spending  (chart).  Stronger  demand 
earlier  production  cuts  have  trimmed  inventories, 
cially  those  of  retailers.  All  this  sets  up  favorable 
litions  for  growth  in  output,  jobs,  and  incomes  that 
help  the  economy  maintain  its  new  momentum, 
fter  retailers'  disastrous  holiday  season,  it  looks  as  if 


households  celebrated  Christmas  in  January  and  Febru- 
ary. Gains  in  retail  sales  were  especially  strong  in  build- 
ing supplies,  furniture,  appliances,  and  clothing — areas 
where  buying  turns  with  the  business  cycle.  These  gains 
indicate  a  pickup  in  discretionary  spending  for  items  that 
consumers  usually  postpone  when  times  are  tough. 

But  times  may  not  seem  so  tough  anymore.  A  prelimi- 
nary reading  of  the  University  of  Michigan's  index  of 
consumer  sentiment  showed  higher  spirits  in  early 
March,  including  a  big  gain  in  consumers'  expectations 
for  the  future.  Also,  the  Conference  Board  says  its  Feb- 
ruary index  of  consumer  confidence  may  be  revised  up- 
ward, as  late-arriving  responses  at  month's  end  were 
more  upbeat  than  those  earlier  in  the  month. 

Consumers,  whose  spending 
is  two-thirds  of  real  GDP,  are 
giving  the  first  quarter  a  bigger 
lift  than  expected.  Real  retail 
sales  are  rising  at  a  rate  that  is 
consistent  with  a  quarterly  in- 
crease in  real  consumer  spend- 
ing at  an  annual  rate  of  4%  to 
57.  Even  with  the  slowdown  in 
inventory  growth,  first-quarter 
real  GDP  could  end  up  growing 
2%  to  3%.  That's  far  above  the 
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0.47  average  expected  by  economists  surveyed  in  the 
March  issue  of  Blue  Chip  Economic  Indicators. 

However,  consumers  aren't  capable  of  maintaining 
their  spending  at  that  first-quarter  pace,  since  it  is  so  far 
above  the  growth  of  their  incomes.  Because  huge  debt 
has  made  households  hesitant  to  borrow,  and  because 
savings  are  already  low,  consumers  will  depend  heavily 
on  income  growth  to  finance  their  outlays.  And  that  is  a 
chief  reason  why  consumers  will  lead  what  is  likely  to  be 
a  historically  slow  and  uneven  recovery. 

I WATCH  For  now,  though,  the  pickup  in  consumer 

NEW  SMOKE  spending  on  goods  enhances  the  outlook 
RISE  FROM  for  the  industrial  sector.  Factory  output 
THE  STACKS  jj-,  February  recouped  some  of  its  recent 
losses  (chart),  and  strong  retail  buying  is  paring  down 
unwanted  inventories,  clearing  the  decks  for  future  de- 
mand to  spur  new  orders  and  production.  Stockpiles  held 
by  manufacturers,  wholesalers,  and  retailers  fell  0.47  in 
January,  the  first  decline  in  seven  months. 

Retail  inventories,  which  began  to  bulge  late  last  year 
in  the  face  of  weak  sales,  accounted  for  half  of  the 
January  liquidation.  The  ratio  of  retail  inventories  to 
sales  had  surged  by  December,  indicating  an  excess.  In 
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January,  hov/ever,  the  ratio  fell  sharply.  Since  February 
sales  probably  trimmed  retail  stock  levels  further,  the 
monthly  ratio  very  likely  fell  to  a  four-year  low. 

That's  a  good  sign  that  industrial  production  will  post 
further  gains  this  spring.  Output  at  factories,  utilities, 
and  mines  rose  a  broad  0.6%  in  February  after  three 
months  of  losses.  A  rebound  in  auto  output  accounted 
for  half  of  the  month's  gain,  but  production  elsewhere 
recovered  some  of  the  previous  months'  declines. 

Autos  and  home  goods  are  set  to  lead  the  coming 
output  gains.  Detroit  assembled  cars  at  an  annual  rate 
of  5.4  million  in  February,  up  from  5  million  in  January. 
But  car  sales  in  early  March  were  at  a  6-million  rate. 
With  car  inventories  under  control,  there  is  room  for 
output  to  pick  up.  Supplier  industries  will  also  benefit. 

The  housing  rebound  is  play- 
ing its  typically  important  role 
in  the  recovery.  The  broad  im- 
pact of  rising  home  sales  and 
construction  shows  up  in  both 
retail  sales  and  industrial  pro- 
duction. Production  of  durable 
consumer  goods  other  than  cars 
rose  a  strong  5.77'^  in  February, 
with  large  gains  in  items  such 
as  appliances,  furniture,  and 
other  home  furnishings. 


HOMEBUILDING 
PICKS  UP  STEAM 
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The  pace  of  homebuilding  has  accelerated.  Housing 
starts  jumped  9.67"  in  February,  to  an  annual  rate  of  1.3 
million,  with  gains  in  every  region.  Starts  had  risen  by 
6.47^  in  January  and  by  3%  in  December.  Starts  in  the 
key  single-family  sector  rose  a  thumping  14.77  in  Febru- 
ary to  the  highest  level  in  three  years  (chart). 

Low  interest  rates  and  income  gains  have  boosted 
housing  affordability,  and  the  recent  rise  in  rates  un- 
doubtedly pushed  some  home  buyers  into  the  market  for 
fear  that  rates  had  bottomed  out.  The  rate  rise  will  have 
some  depressing  effect,  but  the  housing  outlook  remains 


bright.  The  Mortgage  Bankers  Assn.'s  index  of  mort-p 
gage  applications  for  home  purchase  had  fallen  duringi 
February,  but  it  resumed  its  rise  in  early  March.  P 
Interest  rates  have  probably  bottomed  out  for  this; 
business  cycle.  The  strength  of  the  recent  economic  data 
kills  any  chance  for  further  easing  of  short-term  interest 
rates  by  the  Federal  Reserve. 


THE  FED 
MAY  REST 
ON  ITS 
LAURELS 


INFLATION  IS  STILL 
SOUNDING  RETREAT 


As  for  long-term  rates,  progress  on  infla- 
tion will  tell  the  tale  there.  Once  the  bond 
market  is  convinced  that  prices  are  well 
under  control,  some  of  the  upward  pres- 
sure on  long  rates  should  ease.  The  latest  price  indexes 
show  that  the  trends  for  both  the  producer  price  index 
and  the  consumer  price  index  are  headed  down  (chart). 

One  reason:  Industry  has  a 
lot  of  idle  capacity.  The  industri- 
al operating  rate  rose  to  78.2% 
in  February,  but  that  is  far  be- 
low the  837  level  linked  to  tight 
conditions  that  foster  price 
hikes.  It's  little  wonder  that  the 
core  rate  of  producer-price  infla- 
tion, excluding  energy  and  food, 
stood  at  only  2.47"  in  Febru- 
ary— a  four-year  low. 
Consumer  inflation  is  also 
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abating.  The  consumer  price  index  rose  0.37^  in  Febru- 
ary. The  core  CPl  rose  0.47-,  pushed  up  by  a  1.57'  jump  in 
clothing  prices  due  to  earlier-than-usual  introduction  of 
spring  lines.  Core  inflation  has  plummeted  during  the 
past  year,  from  5.77'  to  3.67<^ — the  lowest  rate  since  1983. 

From  here  on,  the  Fed  is  likely  to  sit  back  and  keep  an 
eye  on  what  it  has  wrought.  It  is  undoubtedly  looking 
for  an  unusually  modest  recovery.  Moreover,  three  years 
of  subpar  economic  growth  have  greatly  eased  price 
pressures.  That's  why  the  fireworks  from  the  recent 
data  aren't  about  to  spark  an  explosion  in  inflation 


CAR  SALES 


Tuesday,  Mar.  24 

Sales  of  domestically  made  new  cars 
probably  edged  up  slightly  to  an  annual 
rate  of  6.2  million  in  mid-March,  say 
economists  surveyed  by  MMS  hiternation- 
al,  a  division  of  McGraw-Hill  Inc.  Car 
sales  stood  at  6  million  earlier  in  the 
month  and  6.2  million  for  all  of  Febru- 
ary. Although  the  recent  sales  data 
show  improvement,  demand  for  U.  S. 
cars  remains  tepid. 

DURABLE  GOODS  ORDERS  

Wednesday,  Mar.  25,  8:30  a.m. 
New  orders  placed  with  durable  goods 
manufacturers  likely  increased  by  1.57 
in  February.  That's  suggested  by  the  17' 


jump  in  durable  goods  output  for  the 
month.  Orders  increased  by  2.27  in  Jan- 
uary. The  expected  back-to-back  in- 
creases in  new  demand  suggest  that  the 
backlog  of  unfilled  orders  probably  in- 
creased in  February  for  the  first  time 
since  August,  1991. 

CORPORATE  PROFITS  

Th  u  rsday.  Mar.  26,  8:30  a.  m. 
The  MMS  consensus  is  that  aftertax  cor- 
porate profits  were  virtually  flat  for  the 
fourth  quarter.  Profits  had  increased 
3.87  in  the  third  period,  but  that  fol- 
lowed two  sharp  drops  in  the  first  half 
of  1991.  Corporate  earnings  may  be  set 
to  recover  this  year,  thanks  to  improved 
economic  conditions,  two  years  of  cost- 
cutting,  and  lower  interest  expenses. 


PERSONAL  INCOME 


Friday,  Mar.  27,  10  a.m. 
Personal  income  is  expected  to  rise  by  a 
healthy  0.67  in  February,  says  the  MMS 
report.  That's  suggested  by  the  increase 
in  payrolls  and  weekly  wages  for  the 
month.  Personal  income  had  fallen  by 
0.17  in  January,  but  it  jumped  17-  in 
December.  The  economists  are  also  ex- 
pecting a  strong  0.87  rise  in  consumer 
spending  in  February.  That's  indicated 
by  the  surprising  gain  in  retail  sales  and 
expected  faster  growth  in  service  spend- 
ing. The  upward  revision  in  January 
store  sales  suggests  that  consumer 
spending,  estimated  to  have  increased 
0.27-  in  January,  will  be  revised  up 
sharply  for  that  month. 
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LOOK  FOR  A  WEDGE  AND  A  SPLASH, 
AND  FIND  THE  HIDDEN  PLEASURE 
IN  REFRESHING  SEAGRAM'S  GIN. 


Got  it? 

Now  head  for 
the  19th  hole. 
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THE  RECOVERY 
IS  HERE  AT  LAST 

EVIDENCE  IS  MOUNTING— FROM  HOUSING,  PLANT  OUTPUT,  AND  EMPLOYMENT 


John  P.  O'Leary  doesn't  need  ft-overn- 
ment  forecasts  to  tell  him  where  the 
economy  is  going.  Since  early  Feb- 
ruary, the  chief  executive  of  Tuscarora 
Plastics  Inc.,  a  packaging-material  mak- 
er, has  seen  shipments  and  new  orders 
take  off.  That's  all  the  data  he  needs. 
"Our  business  indicates  that  the  econo- 
my is  getting  l.)etter,"  he  says. 

Just  two  weeks  ago,  O'Leary's  assess- 
ment might  have  seemed  like  just  so 
much  wishful  thinking.  But  then,  on 
Mar.  12,  the  Commerce  Dept.  announced 
that  retail  sales  had  jumped  1.3'^'  in  Feb- 
ruary, on  top  of  a  2.17'  surge  in  January 
(page  17). 

Five  days  later,  in  a  St.  Patrick's  Day 
trio  of  reports,  came  more  good  news: 
Industrial  production  picked  up  by  0.6'a 
in  February — its  first  rise  in  five 
months.  Housing  starts  soared  by  9.67 
during  the  month,  to  an  annual  rate  of 
1.3  million — the  busiest  pace  for  builders 
since  March,  1990.  And  consumer  prices 
climbed  just  0.37'  in  February,  implying 
a  modest  inflation  rate  of  37  annually. 

On  Mar.  18  came  yet  another  piece  of 
evidence:  The  Federal  Reserve's  survey 
of  activity  within  its  12  regions  was  also 
upbeat.  In  their  "Beige  Book,"  the  cen- 
tral bankers  reported  a  "slow  but  wide- 
spread advance  in  the  economy  since  the 
end  of  January." 

SECOND  COMING.  So  listen  up,  America: 
Just  as  spring  arrives,  it's  looking  as  if 
the  economy  is  at  last  on  the  mend.  The 
thaw  comes  after  19  months  of  recession 
and  stagnation — possibly  the  longest 
postwar  slump  on  record.  The  brutal  re- 
treat sent  1.5  million  people  to  the  unem- 
ployment line,  put  some  148,000  compa- 
nies out  of  business,  and  made  American 
consumers  feel  glummer  than  they  had 
since  1974 — on  the  heels  of  Watergate, 
the  first  oil  crisis,  and  severe  recession. 

Indeed,  convincing  consumers  that  the 
recession  has  ended  may  be  the  hardest 
part  about  keeping  this  expansion  going. 
After  all,  the  promise  of  a  rebound 
sounds  eerily  familiar.  Last  spring,  cit- 
ing increased  industrial  production  and 
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rising  retail  shopping,  economists  and 
Washington  policymakers  declared  the 
recession  over.  But  by  fall,  the  U.  S. 
economy  was  again  dead  in  the  water. 

This  time,  economists  spot  one  big  dif- 
ference: a  more  accommodating  Federal 
Reserve  (page  22).  "The  Fed  has  eased 
much  more  dramatically  in  the  past  year 
than  in  the  year  before,"  says  Nancy  R. 
Lazar,  an  economist  at  the  International 
Strategy  &  Investment  Group.  Indeed, 
the  federal  funds  rate — the  rate  banks 
pay  to  borrow  from  other  banks — now 
stands  at  47.  That's  roughly  half  its  lev- 
el in  late  1990  (chart). 

The  result?  Consumers  and  businesses 
have  cleaned  up  their  balance  sheets  by 
replacing  high-yield  borrowings  with 


MANUFACTURING 

AFTER  A  FOUR-YEAR  SAG  IN  SALES,  THE 
FURNITURE  INDUSTRY  LOOKS  FOR  NEW 
BOUNCE.  IN  1992,  MANUFACTURERS 
ARE  CAUTIOUSLY  PROJECTING 
A  3.7%  INCREASE  IN  SHIPMENTS 


cheaper  debt.  DRi/McGraw-Hill  esti- 
mates, for  instance,  that  household  net 
worth  grew  by  6.67  in  1991,  after  falling 
in  1990  for  the  first  time  since  1962. 
"Cash  flow  has  been  substantially  en- 
hanced by  mortgage  refinancings,  pay- 
ing down  debt,  and  tapping  into  home- 
equity  loans,"  observes  Michael  R. 
Paslawskyj,  chief  economist  at  CIT 
Grouii,  a  lender  to  midsize  companies. 
NEW  HIRES.  All  that  extra  cash  has  sent 
consumers  back  into  the  malls,  edging 
into  auto  showrooms,  and  thumbing 
through  real  estate  listings.  Although 
they're  not  gobbling  up  goods  and  ser- 
vices the  way  they  did  in  the  '80s,  there 
are  signs  of  a  new  willingness  to  spend. 
Take  Mark  and  Laura  Greifenkamp.  The 
couj)le  recently  bought  a  Saturn,  even 
though  they  could  have  afforded  a  more 
expensive  car.  And  they  are  about  to 
close  on  a  $225,000  house  in  the  Chicago 
suburb  of  Western  Springs.  Mark  Grei- 
fenkamp, a  supervisor  at  hospital  suppli- 
er Baxter  International  Inc.,  expects 
that  after  they  move  in  "we'll  spend  an- 
other $5,000  in  the  blink  of  an  eye." 

Even  the  employment  picture  seems 
brighter — another  important  distinction 
between  last  spring's  false  start  and  this 
year's  upturn.  The  economy  slipped  back 
into  recession  last  fall  partly  because 
American  business  continued  to  lay  off 
workers.  That  hammered  personal  in- 
comes and  slammed  consumer  spending. 

Now,  signs  of  life  are  sprouting  in  the 
labor  market:  Nonfarm  employment 
rose  by  164,000  jobs  in  February — al- 
though economists  warn  that  the  bulk  of 
those  new  hires  came  in  the  retail  sector, 
where  work  is  often  part-time.  But  look- 
ing ahead,  Stuart  G.  Hoffman,  chief 
economist  at  Pittsburgh's  PNC  Financial 
Corp.,  thinks  that  at  least  100,000  new 
jobs  will  be  added,  on  average,  in  each 
of  the  next  few  months. 

Indeed,  businesses,  particularly  small 
and  midsize  outfits,  say  they're  getting 
ready  to  hire  again.  Acme  Brick  Co.  in 
Fort  Worth  may  be  adding  120  workers 
to  its  payroll  of  1,500.  That  means  the 
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[TAILING 

JIT  OF  EXTRA  CASH 
S  SENT  CONSUMERS 
CK  TO  THE  MALLS.  PLUS, 
1ERE  IS  A  REPLACEMENT 
CLE.  THE  BIG-TICKET 
MS— THE  CARS,  THE 
■RIGERATORS— THAT 
DPLE  BOUGHT  IN  THE 
SOS  ARE  GETTING  OLD' 


EASIER  CREDIT  AND  RICHER  FAMILIES  SPARK  SPENDING 
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ESI    ▲  BILLIONS  OF  DOLURS 


)any,  a  unit  of  bootmaker  Justin  In- 
ries  Inc.,  should  operate  its  16 
;s  at  about  807c'  of  capacity  within 
next  month,  up  from  72%  now.  "I 
cautiously  optimistic,"  says  Presi- 
Edwarc]  L.  Stout  Jr. 
Ties  are  also  busier  at  Crown  Equip- 
;  Corp.  in  New  Bremen,  Ohio.  In 
uary,  the  maker  of  electric  lift- 
cs  called  back  120  of  the  400  work- 
t  had  laid  off  last  year.  And  in  Bea- 
Pa.,  the  engineering  firm  of  Michael 
!r  Corp.  plans  to  add  260  to  390  new 
oyees  to  its  work  force  of  2,600. 
SE  RULE.  Amid  all  the  evidence  of  a 
ling  recovery,  however,  there  lurks 
iiler:  long-term  interest  rates.  Bond 
irs,  worried  about  inflation  and  a 
iive  supply  of  Treasury  debt,  have 
Dng  rates  up  above  87^.  After  adjust- 


ing for  inflation,  real  interest  rates  are 
at  about  57c — the  highest  level  since 
1988.  The  Fed,  which  has  little  sway 
over  long  rates,  is  anxious  about  Wash- 
ington's pileup  of  lOUs.  Fed  Chairman 
Alan  Greenspan  worries  that  new  Trea- 
sury borrowings,  along  with  a  return  of 
corporations  to  the  credit  markets,  could 
cause  some  crowding  out  and  keep  long 
rates  higher  and  economic  growth  lower 
than  normal. 

One  concern  is  that  housing,  a  key 
component  in  a  recovery,  will  take  a  big 
hit  if  mortgage  rates  climb  much  higher 
than  97.  For  now,  the  rebound  in  hous- 
ing is  spurring  a  pickup  in  the  produc- 
tion of  related  items.  Appliance  output 
jumped  4.67  in  February,  for  instance, 
and  furniture  makers  are  seeing  better 
demand.  The  American  Furniture  Manu- 


facturers Assn.  is  cautiously  projecting 
a  3.77f  increase  in  shipments  for  1992. 
That  would  be  welcome  relief  after  the 
industry's  four-year  downturn. 

That's  some  slump.  And  it's  the  very 
duration  of  the  nation's  downturn  that 
has  economists  convinced  the  upturn  is 
really  here.  "There  is  a  replacement  cy- 
cle. The  big-ticket  items — the  cars,  the 
refrigerators — that  people  bought  in  the 
1980s  are  getting  old,"  says  PNC  Finan- 
cial's Hoffman.  More  important,  say  oth- 
er economists,  the  U.  S.  economy  has 
had  time  to  get  its  financial  house  in 
order.  Last  year  was  simply  too  early 
for  an  upturn.  This  spring,  it  looks  as  if 
the  recovery  has  taken  root  for  good. 

By  Kathleen  Madigan  in  New  York,  with 
Zachary  Schiller  in  Clerelarid,  Wendy 
Zellner  in  Dallas,  and  bureau  reports 
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THE  FEDERAL  RESERVE  I 


MONDAY  MORNING 
QUARTERBACKING  AT  THE  FED 


It's  examining  its  recession  performance  to  hone  future  policy 


Alan  Greenspan  has  practically 
copyrighted  the  ambivalent 
phrase  "cautiously  optimistic." 
But  on  Mar.  3,  the  Federal  Reserve 
Board  chairman  didn't  waffle,  if  only  for 
a  moment.  Looking  back  on  the  Fed's 
handling  of  the  economy  during  three 
years  of  sluggish  growth,  financial 
shocks,  and  a  recession,  Greenspan  de- 
clared he  wouldn't  have  changed  a  thing. 
"I  honestly  cannot  say  that  we  did  some- 
thing which  I'd  like  to  go  back 
and  revisit,"  he  told  Congress' 
Joint  Economic  Committee. 

Indeed,  while  Congress  and 
the  Administration  gripe  that  the 
Fed  didn't  do  enough  to  fight  the 
19-month  recession,  central  bank- 
ers defend  their  record,  saying 
they  were  maneuvering  through 
an  uncertain  world  of  financial 
instability.  Even  so,  the  charges 
have  sparked  an  internal  Fed  de- 
bate over  how  the  institution 
should  change  to  nurture  the 
newborn  expansion. 

Insiders  acknowledge,  for  in- 
stance, that  the  Fed  needs  to  pay 
more  attention  to  developments 
in  the  financial  system.  Despite 
the  obvious  distress  last  year  in 
the  banking  industry,  the  Fed 
failed  to  realize  that  banks  would 
be  reluctant  to  lend — even  when 
the  central  bank  was  providing  a 
flood  of  new  money.  The  result- 
ing credit  crunch  helped  choke 
off  last  summer's  fledgling  re- 
covery. Then,  policymakers  lost 
weeks  debating  whether  a  slow- 
down in  money-supply  growth 
was  real  or  illusory  (chart). 
GLOOM.  When  the  Fed  finally  re- 
acted, Greenspan's  repeated 
small  rate  cuts  failed  to  give  the 
economy  the  psychological  boost 
it  needed.  Still,  Greenspan,  who 
continues  to  believe  that  the  gulf 
war  triggered  the  recession,  has 
no  second  thoughts.  As  he  sees 
it,  the  recession  wasn't  just  cycli- 
cal but  compounded  by  business- 
es and  consumers  who  put  the 
brakes  on  borrowing,  slashing 
spending,  and  paying  down  debt. 

Meanwhile,  the  huge  flow  of 
bailout  funds  moving  into  the 
thrift  industrv  confused  the  mon- 


ey-supply data  and  misled  the  Fed.  And 
widespread  gloom  about  the  economy's 
long-term  future  chilled  both  consumer 
and  business  confidence.  Greenspan 
feels  that  the  Fed  faced  these  problems 
alone,  since  the  federal  deficit  ruled  out 
stimulative  tax  cuts  or  spending.  As  the 
chairman  tells  associates,  the  Fed  had  to 
use  up  much  more  of  its  ammunition — 
cuts  in  rates  and  bank  reserve  require- 
ments— than  he  expected. 
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But  critics  question  whether  Green- 
span deployed  his  arsenal  wisely.  The 
Fed  cut  short-term  rates  a  lot — from 
8.57f  to  4% — but  slowly,  in  16  small  steps 
over  two  years.  "If  they  had  eased  the 
same  amount,  but  sooner,  the  economy 
would  have  recovered  months  ago,"  says 
Darwin  L.  Beck,  financial  economist  for 
First  Boston  Corp. 

WAITING  GAME.  The  timid  easing  frus- 
trated even  those  who  felt  that  some 
caution  was  justified.  In  meetings  last 
fall  of  the  Federal  Open  Market  Commit- 
tee, presidents  of  the  regional  Fed  banks 
raised  reports  of  economic  hardship. 
"Then  Alan  would  say:  'I  agree  that  we 
need  to  act,  and  I  recommend  a  quarter- 
point  cut,'  and  they  would  all  just  nod," 
says  one  staffer.  'Those  tiny  cuts  never 
registered  with  the  public  and  condition- 
ed the  markets  to  wait  for  more  cuts. 
"People  were  looking  for  some 
leadership,  and  it  didn't  come," 
says  a  former  Fed  governor. 

The  issue  was  finally  forced  in 
mid-December.  "The  markets 
were  telling  us:  'Figure  out 
where  you're  going,  and  getl 
there,'  "  says  a  top  Fed  official.!'" 
So,  with  Greenspan's  tacit  ap- 
proval,  Vice-Chairman  David  W. 
Mullins  Jr.  urged  a  move  that 
would  "ring  the  bell" — a  full 
point  cut  in  the  discount  rate. 
The  Fed's  Dec.  20  cut  set  off  the 
wave  of  mortgage  refinancings,  k 
bond  issues,  and  home  buying 
that  spurred  recovery 

Did    the    experience  doom 
Greenspanian  gradualism?  Prob- 
ably not,  but  it  has  launched  aje 
debate.  Advocates  of  bolder  ac- 
tion note  that  bond  markets  ral-li-, 
lied  after  Dec.  20  despite  Green-  iw, 
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span's  fears  that  such  a  large 
cut  would  panic  traders.  "Gradu- 
alism is  not  the  only  game  in 
town,"  says  a  Fed  official. 

Other  lessons  from  the  reces-^ict 
sion  are  less  controversial.  The 
credit  crunch  highlighted  the 
need  for  the  Fed  to  step  up  itsjrf;; 
monitoring  of  banks.  And  the 
weak  link  between  M2  and  eco-^e 
nomic  growth  has  led  to  deeper 
examination  of  how  the  money 
supply  is  shaped  by  shifts  in 
funds  from  bank  accounts  to  oth- 
er investments. 

But  perhaps  the  most  impor- 
tant change  at  the  central  bank 
is  the  acknowledgment  that  in  a 
rapidly  changing  economy,  the 
Fed  must  constantly  reexamine 
its  assumptions.  That  new  flexi- 
bility could  prove  to  be  good 
news  for  a  sustained  recovery. 
By  Mike  McNamee  in  Washington  , 


RESIDENCY 


TAKING  BILL  CLINTON'S  MEASURE 


LITIUL  OPERATION  The  class  of  the  field.  Democratic  or  Republican.  Clin- 
I's  campaign  organization  has  plenty  of  money,  knows  how  to  strike  back 

LIDARITY  Not  since  1976  have  Democrats  been  this  united.  Clinton  has  ener- 
ed  Democratic  base.  Republicans  ore  uncharacteristically  unruly 

;AK  OPPONENT  Bush  has  frittered  away  many  advantages  of  incumbency, 
d  his  vaunted  campaign  organization  continues  to  misfire 


LIABILITIES 


E  CHARACTER  QUESTION  Following  allegations  of  marital  infidelity  and  draft 
dging,  Clinton's  negative  rating  among  voters  has  climbed  to  dangerous  levels 

ICK  WILLIE'  Clinton  shifts  from  Southern  moderate  to  traditional  Democrat 
h  ease.  But  in  the  year  of  the  antipolitician,  that  skill  could  backfire 

E  HILLARY  FACTOR  A  big  hit  when  the  campaign  began,  Hillary  Clinton  is 
If/  a  problem  because  of  her  law  practice  and  sharp  tongue 


IE  TROUBLE 
ITH  BILL 


pite  Clinton's  strengths,  doubts  about  his  character  will  dog  him 


^  il!  Clinton  hears  music,  and  the 
jk  refrain  is  sweet.  Fresh  from 
"crushing  victories  in  the  Mar.  17 
)is  and  Michigan  primaries,  the  Ar- 
as  governor  ironically  is  being  sere- 
d  with  the  first  plaintive  strains  of 
'Anyone  but  Clinton"  chorus.  Paul 
gas  and  Jerry  Brown  are  resorting 
he  chant,  warning  that 
man  who  seems  to  have 
1  up  the  Democratic 
ination  has  character 
s  enough  to  doom  him  in 
jmber. 

ven  Clinton's  resiliency, 
Stop  Clinton  movement 
is  destined  to  fizzle.  Political  pros 
ict  that  he  will  roll  on  to  the  nomina- 

and,  barring  another  brush  with 
dal,  could  mount  a  serious  threat  to 
ident  Bush  in  the  fall.  Clinton  will 

have  half  of  the  2,144  delegates 
ed  to  win  the  nomination,  and  could 
er  the  coup  de  grace  to  Tsongas  in 
New  York  primary  on  Apr.  7.  Says 
top  Bush  adviser:  "This  is  going  to 

Bush-Clinton  race." 

the  view  of  White  House  strate- 
;,  that's  a  contest  President  Bush 
lid  win.  But  voters  are  still  flashing 
■y  messages  that  should  give  Bush 
;e.  While  the  President  squashed  Pat 
lanan's  insurgent  bid  in  the  Mid- 
fury  over  the  House  banking  scan- 
page  62)  and  politics-as-usual  boiled 
.  In  Illinois,  Senator  Alan  J.  Dixon 
two  other  veteran  Democratic  con- 


gressmen lost  races  to  anti- Washington 
challengers.  This  holds  peril  for  a  Presi- 
dent who's  the  consummate  insider — and 
who  has  seen  three  members  of  his  Cabi- 
net enmeshed  in  "Rubbergate." 

So  why  do  many  leading  Democrats 
feel  queasy  about  Clinton?  They  fret 
that  the  controversy  over  Clinton's  life- 
style and  ethics,  and  the  257^ 
negative  rating  he  has  ac- 
quired while  defending  him- 
self, will  give  the  Republicans 
too  much  ammo  in  the  fall. 
"You  have  to  wonder  how 
many  more  wounds  he  can 
sustain,"  says  Democratic 
pollster  Alan  Secrest.  Counters  top  Clin- 
ton strategist  James  Carville:  "Our  neg- 
atives are  lower  than  they've  been  in  six 
months,  and  they're  declining." 
TABLOID  TARGET.  Anxiety  will  remain 
Clinton's  constant  companion  all  the  way 
to  November.  His  next  hurdle  is  New 
York.  Neither  Brown  nor  Tsongas  poses 
much  of  a  threat.  But  Governor  Mario 
M.  Cuomo  has  sniped  at  Clinton  since 
the  campaign  began,  and  he  may  devise 
new  tortures  for  the  Arkansan.  Mean- 
time, New  York's  tabloids  will  be  dig- 
ging for  fresh  dirt.  "Politics  can  get 
pretty  rough  here,"  smiles  Democratic 
State  Chairman  John  Marino. 

Clinton's  assets  are  impressive  (table). 
He's  smart,  tough,  and  superbly  orga- 
nized. He's  capable  of  lightning-quick 
counterpunching  that  could  bloody  Bush 
in  the  fall.  Even  one  top  Bush  strategist 


concedes:  "Clinton  may  be  the  best  pure 
politician  we've  seen  in  decades." 

And  with  his  message  of  economic  re- 
newal, Clinton  has  found  a  theme  that 
energizes  his  Democratic  base.  The  key- 
note— one  that's  been  missing  in  previ- 
ous Democratic  campaigns — is  optimism. 
His  program  combines  traditional  liberal 
notions  of  fairness  with  bootstrap  con- 
servatism. There  are  tax  incentives  to 
revitalize  inner-city  neighborhoods,  vol- 
untary national  service  programs  to  al- 
low students  to  pay  for  their  college 
education,  and  tax  credits  for  businesses 
that  make  long-term  investments. 
BIG  QUESTION.  To  win,  however,  Clinton 
must  put  to  rest  the  big  question:  Does 
he  have  the  moral  fiber  to  be  President? 
So  far,  voters  are  skeptical.  Polls  show 
that  Reagan  Democrats  feel  betrayed  by 
Bush  but  aren't  ready  to  embrace  the 
challenger.  "Clinton  is  just  a  Democratic 
Dr.  Feelgood"  says  Tsongas  supporter 
David  Kellogg,  a  50-year-old  bowling  al- 
ley mechanic  in  Flint,  Mich. 

That  slickness  hasn't  gone  unnoticed 
by  Bush  researchers,  who  are  poised  to 
destroy  Clinton's  claims  of  progressive 
politics  by  trashing  his  accomplishments 
in  Arkansas.  "Nobody  knows  anything 
about  Bill  Clinton's  record  as  governor," 
worries  one  top  Democratic  strategist. 
"He  could  really  get  fried  on  that." 

Clinton  may  not  have  lifted  Arkansas 
to  the  ranks  of  the  most  enlightened 
states.  But  Bush  may  have  the  most 
explaining  to  do  to  voters  angry  about 
the  economy.  That's  some  comfort  to  the 
Clinton  forces,  who  seem  convinced  that 
anti-incumbent  fever  will  serve  their 
cause — and  have  angry  mobs  bellowing 
"Anybody  but  Bush"  come  November. 

By  Douglas  Harbrecht  in  Flint,  Mich., 
and  Richard  S.  Dunham  in  Washington, 
with  Lois  Therrien  in  Chicago  and  Greg 
Bowens  in  Plymouth.  Mich. 
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while  larger  rivals  Ford  Motor  Co.  and 
GM  will  probably  continue  to  lose  money. 
Wall  Street  has  bid  up  Chrysler's  sharesv  jg 
807'^,  to  18,  since  December  (charts).  ' 

But  plenty  of  pitfalls  could  stopi,.,^ 
Chrysler  cold.  The  company  is  counting!  .., 
on  a  solid  turnaround  in  the  auto  mar-!  ;, 
ket — which  still  looks  iffy.  After  ticking!^_^ 
up  nicely  in  early  February,  U.  S.  carjl^'S' 
sales  in  early  March  fell  again.  Andi. 
while  Chrysler's  trucks  and  minivans  arej^ 
moving  smartly,  its  aging  car  lineup  isl' 
losing  market  share:  In  the  first  twor 
months  of  1992,  Chrysler's  piece  of  the 
U.  S.  auto  market  dropped  two  points,  to 
8.27f.  One  of  Eaton's  crucial  tasks  will! 
be  to  get  the  LH  line  out  next  fall — and! 
ignite  sales  of  the  vehicles — before 
Chrysler's  auto  market  share  falls  any! 
lower. 

With  a  little  luck,  of  course,  Eaton's 
timing  could  be  just  right.  Signs  are  that] 
the  Grand  Cherokee  may  be  a  strong 
seller.  Dealer  Donald  W.  Warnock  says 
that  when  the  first  models  hit  his  East 
Hanover  (N.  J.)  dealership  on  Feb.  29, 
"we  had  a  waiting  line  for  people  to' 
drive  them."  He  adds:  "That  hasn't  hap- 
pened to  me  in  a  long,  long  time."  The, 
stylish  new  LH  models  are  also  drawing' 
raves  from  analysts  and  buff  magazines 
such  as  Car  &  Driver. 
THIRD  SHIFT.  Moreover,  Chrysler's  bal- 
ance sheet  is  improving.  The  company 
ended  1991  with  nearly  $3  billion  in  cash 
on  hand.  Since  then,  Chrysler  has  added 
$862.5  million  to  its  coffers  from  a  pri- 
vate placement.  As  a  result,  Standard  & 
Poor's  Corp.  recently  upgraded  the  auto 
maker's  credit-watch  status  from  nega- 
tive to  stable. 

Eaton's  strong  background  in  cost-cut- 
ting also  may  be  just  what  Chrysler 
needs  right  now  to  keep  its  momentum 
going.  It's  aiming  to  cut  an  additional 
$750  million  out  of  costs  this  year,  using 


EXECUTIVE  SUITE  I 


LIFE  AFTER  LEE 
AT  CHRYSLER 


Eaton's  cost-cutting  skill  will  come  in  handy,  but  infighting  may  be  fierce 


lew  new  top  execu- 
tives have  ever 
had  to  hit  the 
ground  running  quite 
so  fast  as  Robert  J.  Ea- 
ton must.  The  career 
General  Motors  Corp. 
executive  takes  on 
Chrysler  Corp.'s  top  job 
just  as  the  No.  3  auto- 
maker looks  to  be  mak- 
ing a  comeback.  But  if 
it  fizzles,  Eaton,  52, 
may  find  himself  mired 
in  a  snake  pit  of  politi- 
cal infighting. 

In  winning  the  right 
to  Chrysler's  chairman- 
ship, the  affable  Eaton 
bested  two  of  corporate 
America's  more  sizable 
egos — current  chairman 
Lee  A.  lacocca  and  his 
presumed  heir,  Chrysler 
President  Robert  A.  Lutz.  lacocca,  67, 
had  lobbied  directors  to  stay  on  past  his 
scheduled  retirement  on  Dec.  31,  and 
Lutz,  60,  was  thought  to  be  a  near  shoo- 
in  to  replace  lacocca  when  he  did  leave. 
Now,  lacocca  promises  to  step  aside 
gracefully  at  yearend  and  "not  be  a 
force"  at  Chrysler — though  he  will  stay 
on  as  chairman  of  the  board's  executive 
committee.  Lutz  says  he  will  remain  at 
the  company  and  do  his  "absolute  best" 
to  help  Eaton. 


THE  NEW  CEO  MUST  ADAPT  TO  A 
FREEWHEELING  CULTURE 


But  former  Chrysler 
executives  are  skeptical 
that  either  man  can 
keep  his  promise.  Many 
think  that  Lutz,  a  for- 
mer Marine  pilot,  will 
find  it  hard  to  swallow 
his  pride  as  Eaton  con- 
solidates power.  "The 
l)roblem  will  come  when 
[Chrysler's]  vice-presi- 
dents start  giving  their 
allegiance  to  Bob  Ea- 
ton," says  one.  And  ten- 
ion  between  Lutz  and 
llaton — or  a  deepening 
'if  Chrysler's  financial 
problems — could  en- 
courage lacocca  to  try 
once  again  to  stay  on  as 
(  Ko.  Predicts  another 
former  Chrysler  execu- 
tive: "In  November,  I 
foresee  Lee  saying  to 
the  board:  'They're  eating  each  other 
alive.  I'm  going  to  have  to  stay  on.'  " 

Even  if  no  political  sniping  material- 
izes, Eaton  is  coming  on  board  at  a  deli- 
cate moment  for  Chrysler.  After  18 
months  of  losses,  the  company  has  a 
raft  of  new  models  rolling  off  the  line, 
including  a  new  Jeep  Grand  Cherokee 
sport-utility  vehicle  and  the  much  bally- 
hooed  line  of  LH  sedans.  Thanks  to 
heavy  cost-cutting,  analysts  even  expect 
it  to  eke  out  a  narrow  profit  this  year. 
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KEEPING  CHRYSLER  IN  GEAR:  NO  SURE  BET 
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Among  other  models  set  to  hit  showrooms  this  spring  is  the  Grand 
Cherokee,  which  is  aimed  at  stemming  the  company's  loss  of  share    ^00  ^ 
in  the  four-wheel-drive  market.  But  a  slow  start  on  production  will 
keep  0  lid  on  profits  for  most  of  the  year 
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niliuc's  such  as  the  ones  Eaton  em- 
ed  at  CM  Europe.  It  is  also  just  start- 
to  squeeze  more  production  out  of 
)lants  by  running  them  on  a  three- 
;  schedule — a  system  Eaton  success- 
'  installed  at  (;m  Europe. 

Eaton's  e.xperience  can  help  make 
transition,  he'll  play  a  crucial  role  in 
ting  Chrysler's  profits.  When  Chrys- 

St.  Louis  minivan  plant  switches 


fully  to  three  shifts  later  this  month,  its 
annual  output  is  expected  to  increase  by 
55,000  vans.  Considering  that  Chrysler 
makes  an  estimated  $4,000  per  minivan, 
that's  a  nice  pop.  Two  Ontario  plants 
may  also  make  the  switch. 

Of  course,  it's  far  from  certain  that 
Eaton  can  duplicate  his  GM  successes  at 
Chrysler.  Political  infighting  aside, 
Chrysler's  freewheeling,  stripped-down 


operating  style  may  be  hard  to  adjust  to 
after  the  ponderous  GM.  "His  biggest 
challenge  is  making  that  cultural 
change,"  says  a  former  Chrysler  execu- 
tive. Still,  Eaton  proved  himself  remark- 
ably adaptable  when  he  moved  from  De- 
troit to  Switzerland  to  head  G.M  Europe. 
Tomorrow's  question:  Can  he  do  as  well 
at  Chrysler  on  the  return  trip? 

Bi/  Uarid  Wood  ruff  in  Detroit 


»SI 


HY  EATON 
IT  NOTICED 


brought  efficiency,  quality,  and 
)ld  outlook  to  GM  Europe 


was  Friday  the  13th,  but  it  was  the 
tart  of  a  lucky  weekend  for  Robert 
.  Eaton,  president  of  General  Mo- 
European  unit.  That  day,  Eaton,  52, 
e  a  gleaming  white  Astra  off  the 
mbly  line  at  GM's  plant  in  Szent- 
hard,  Hungary — the  first  car  pro- 
■d  in  that  couiitry  in  half  a  century, 
n  there,  Eaton  headed  straight  to 
'  York,  where,  within  48  hours, 
Asler  Corp.'s  board  named  him  suc- 
or  to  Chairman  Lee  A.  lacocca. 
iton's  sudden  departure  stunned  the 
f  at  GM  Europe's  tightly  knit  corpo- 
headquarters  near  Zurich.  An  easy- 
ig,  well-liked  executive,  he  was 
vn  for  lunching  in  his  shirtsleeves  at 
company  cafeteria.  In  the  days  after 
ibrupt  departure,  colleagues  refused 
"iticize  Eaton.  "Nobody  around  here 
oing  to  brand  Bob  a  traitor,  even 
gh  he  left  for  a  competitor,"  says 
glum  GM  Europe  executive, 
lat's  a  tribute  to  his  performance  as 
eral  Motors  Corp.'s  European 
f — a  performance  that  probably 
ed  Eaton  Chrysler's  top  job.  In  con- 
t  to  GM  as  a  whole,  Eaton's  Europe- 
)peration  has  made  enormous  prog- 
in  the  past  four  years.  Indeed,  GM 
3pe  is  helping  keep  its  beleaguered 
nt  afloat.  Last  year,  the  total  com- 
f  posted  a  $4.5  billion  loss,  mostly 
,use  of  red  ink  from  its  North  Amer- 
auto  operations.  GM  Europe,  howev- 
-acked  up  its  fifth  straight  year  of 
its  in  1991— netting  $1.8  billion,  a 
gin  of  77'  on  sales  of  $25.4  billion. 
E  RHYME.  There  are  a  lot  of  similar- 
between  today's  Chrysler  and  the 
Europe  that  Eaton  took  over  in  June, 
The  unit  had  fallen  on  hard  times 
le  late  '70s.  Things  were  so  bad  that 
nan  schoolkids  derided  its  German- 
e  Opel,  chanting  a  rhyme  that  went 
art:  "Every  yokel  drives  an  Opel." 
ut  by  the  time  Eaton  arrived,  the 
pany  was  already  on  the  mend — as 
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PUSHING  EAST:  EVEN  BEFORE  THE  WALL  FELL,  EATON  WAS  MOVING  INTO  POLAND  AND  HUNGARY 


some  analysts  believe  Chrysler  is  now. 
The  Opel  Kadett,  introduced  in  1984, 
was  selling  well,  and  the  unit  was  show- 
ing real  profits.  It  needed  a  solid  detail 
man  to  keep  the  momentum  going — and 
that's  just  what  it  got  in  Eaton.  During 
his  tenure,  profits  grew,  and  GM  Eu- 
rope's market  share  rose  to  11.77'  last 
year  from  10.47  in  1988  (chart). 

Eaton  doesn't  get  all  the  credit  for  the 
comeback.  Much  of  the  groundwork  was 
laid  by  his  predecessor,  John  F.  Smith, 
now  back  at  GM's  Detroit  headquarters. 
But  Eaton  has  a  bent  for  manufacturing 
and  team-building — two  skills  Chrysler 
needs  if  it's  to  improve  efficiency  and 
quality.  lacocca  credits  Eaton  with 
boosting  GM  Europe's  auto  quality  by 
507'  and  making  it  Europe's  lowest-cost 
producer.  "He  fits  in  with  the  manage- 
ment and  team  philosophy  that  we've 
built  here  at  Chrysler,"  says  lacocca. 

Eaton  also  has  bold- 
ness that  Chrysler 
needs  to  survive  against 
bigger  rivals.  For  in- 
stance, even  before  the 
Berlin  Wall  fell  in  No- 
vember, 1989,  Eaton 
was  engineering  a  move 
into  Eastern  Europe, 
particularly  Hungary 
and  Poland.  Once  the 
Wall  was  breached,  he 
backed  a  push  by  GM's 


GM'S  COMEBACK 
ON  THE  CONTINENT 


German  unit  to  build  a  $650  million  Opel 
plant  in  Eisenach,  eastern  Germany. 
That  helped  Opel  outsell  even  Volks- 
wagen in  the  region  last  year. 

Indeed,  with  the  October  launch  of  the 
Astra,  Eaton  was  just  beginning  a 
nervy,  take-no-prisoners  assault  on  vw. 
This  sporty  midrange  model  is  aimed  at 
overtaking  VW's  Golf  as  Europe's  top- 
selling  car.  So  far,  so  good:  GM  Europe 
already  has  booked  400,000  orders  for 
the  Astra  and  expects  to  sell  700,000  of 
them  this  year.  What's  more,  Eaton  was 
increasing  the  pressure  on  vw  by  ex- 
panding GM's  European  capacity  by  257 , 
to  2  million  units  by  1995. 

Part  of  Eaton's  strength  is  that  he's  a 
car  buff.  He  started  tinkering  with  en- 
gines at  age  nine  while  growing  up  in 
Colorado,  and  by  age  11,  he  was  tuning 
up  a  '32  Chevy.  Ex-colleagues  say  he's 
never  happier  than  when  he's  out  on  the 
road  testing  a  new  mod- 
el. That's  why  the  As- 
tra, developed  under 
Eaton,  has  plenty  of  nif- 
ty features,  from  a  pep- 
py five-speed  transmis- 
sion to  extra  protection 
against  side  collisions. 

To  Chrysler,  Eaton's 
talent  for  cost  control 
may  be  his  best  point — 
particularly  since  the 
company's  current 
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No.  2,  Robert  A.  Lutz,  is  also  a  car  guy. 
Karl  Ludvigsen,  chairman  of  London 
consultants  Ludvigsen  Associates  Ltd., 
credits  Eaton  with  "running  a  tight 
ship."  Largely,  that  has  been  a  matter 
of  using  a  quality  program,  cutting  the 
fat  out  of  production,  and  outsourcing  to 
keep  component  costs  down. 

Eaton  also  spent  heavily  on  upgrading 
plants.  GM  Europe  started  "investing 
early  in  productivity  and  product,"  says 
Bruce  Blythe,  strategy  chief  at  Ford  of 
Europe  Inc.,  who  admits  that  competi- 
tors such  as  Ford  are  having  to  spend 
more  to  catch  up.  And  Eaton  set  a  fru- 
gal tone.  Andre  Van  Roy,  head  of  CM's 
Continental  operations  in  Antwerp,  Bel- 
gium, says  Eaton  demanded  plain-vanilla 
liotels  and  meals  when  he  came  to  visit 
and  once  complained,  only  half-jokingly, 
that  the  food  was  "too  good"  in  a  res- 
taurant Van  Roy  chose. 
LABOR  COUP.  Then  there  are  Eaton's 
management  skills.  One  of  his  biggest 
coups:  an  innovative  deal  with  Europe's 
sometimes-fractious  auto  unions.  In 
1988,  he  got  GM's  Belgian  unions  to 
agree  to  a  schedule  that  keeps  GM's  Ant- 
werp plant  running  20  hours  a  day.  He 
later  negotiated  three-shift  schedules 
that  keep  the  company's  Zaragoza 
(Spain)  plant  and  Bochum  (Germany) 
plants  going  around  the  clock.  Now, 
says  John  Lawson,  an  analyst  at  Lon- 
don's Nomura  Research  Institute:  "They 
are  a  model  for  the  U.  S."  Chrysler 
wants  to  move  to  such  a  system  at 
home,  and  Eaton's  experience  could 
smooth  the  transition. 

Not  all  of  Eaton's  initiatives  turned 
out  -SO  well.  In  1989,  he  negotiated  the 
deal  in  which  GM  outbid  Italy's  Fiat  by 
paying  $600  million  for  a  50''!  stake  in 
Swedish  luxury  carmaker  Saab  Automo- 
bile. Saab's  losses  quickly  mounted 
when  its  three  key  markets — the  U.  S., 
Britain,  and  Sweden — tanked.  GM's  share 
of  the  losses  totaled  $1.1  billion  in  1990 
and  1991.  Saab  may  break  even  this  year 
thanks  to  cost-cutting. 

Eaton  acknowledges  that  his  work  at 
(;.M  Eurojje  wasn't  finished.  To  match 
Japanese  rivals,  Eaton  says,  European 
producers,  including  G.M,  still  need  to  ax 
"$1,000  or  more  per  car."  Just  before 
taking  the  Chrysler  job,  Eaton  said  of 
G.M  Europe:  "We  need  to  get  double-digit 
annual  productivity  gains — and  we  are 
still  not  there  in  most  of  our  plants." 

That  may  sound  like  Missiort  Impossi- 
ble, but  Eaton  thinks  such  goals  can  be 
achieved  by  steady  improvements. 
"There's  no  magic  in  this,"  he  says. 
Maybe  not.  But  a  dose  of  what  Eaton 
has  been  doing  at  GM  Europe  may  be 
just  what  Chrysler  needs. 
By  John  Templeman  in  Zuricli,  ivitfi  Pat- 
ric/i  Oster  in  Antwerp  and  bureau  reports 


BANKRUPTCIES! 


THEY'RE  ALREADY  LINING  UP 
OUTSIDE  CONTINENTAL'S  GATE 


As  it  nears  the  end  of  bankruptcy,  the  .airline  looks  sweet  to  suitors 


After  word  leaked  that  Maxxam 
Inc.  Chairman  Charles  E.  Hur- 
witz  was  readying  a  proposal  to 
buy  a  chunk  of  Continental  Airlines  Inc., 
one  might  have  expected  the  airline  to 
murmur  hopeful  acknowledgment.  It's 
not  every  day  an  investor  steps  forward 
with  a  possible  $200  million  in  equity. 
But  Continental  had  nothing  to  say 
about  the  offer.  No  comments  either 
from  lawyers  for  Continental's  unse- 
cured creditors,  who  will  own  the  airline 


HURWITZ  AND  WIFE  BARBARA:  HIS 
REPUTATION  AS  A  RAIDER  COULD  KILL  HIS  BID 


when  it  emerges  from  bankruptcy  pro- 
tection and  who  would  dearly  welcome  a 
capital  infusion. 

Ungrateful?  No — just  playing  it  cool. 
The  airline  and  its  creditors  are  hoping 
the  offer  will  get  other  bids  flowing,  say 
sources  close  to  both.  "There  have  been 
a  number  of  parties  kicking  the  tires  and 
looking  things  over  for  some  time,"  says 
one  source  close  to  the  creditors.  A  Con- 
tinental board  member  adds  that  Conti- 
nental has  boosted  sales  and  profits 
strongly  in  recent  months,  and  that  has 
sparked  a  "feeding  frenzy"  of  interest. 
"Now  we  have  to  see  if  someone  else 
steps  up  to  the  plate,"  he  says. 

Although  Los  Angeles  billionaire  Mar- 
vin Davis  and  Fort  Worth  developer  H. 
Ross  Perot  Jr.  have  expressed  interest 
in  Continental  before,  airlines  top  the  list 
of  possible  bidders.  Industry  sources  say 


British  Airways  PLC  is  looking.  BA  has 
been  seeking  a  U.  S.  partner,  which  is 
one  reason  it  earlier  discussed  a  merger 
with  KLM  Royal  Dutch  Airlines,  20% 
owner  of  Northwest  Airlines  Inc.. 

is  another  name  dropped  frequent- 
ly. The  Swedish  carrier  paid  $100  million 
for  16.89i  of  Continental  in  1990.  That 
equity  will  vanish  when  Continental  re- 
organizes, but  SA.s  and  Continental  still 
have  an  agreement  to  feed  passengers 
to  each  other's  flights  at  Continental's 
Newark  (N.J.)  hub.  An  SAS  spokesman 
says,  "We  don't  see  any  need  to  make  a 
further  investment" — but  some  in  the  in- 
dustry feel  SAS  might  try  to  box  out 
European  rivals  by  buying  new  equity. 
SNAGS.  And  don't  rule  out  Northwest 
Airlines,  which  talked  with  Continental 
CEO  Robert  L.  Ferguson  III  last  fall 
about  a  merger.  With  $4.2  billion  in  long- 
term  debt  and  a  highly  unionized  labor 
force  that  might  clash  with  nonunion 
Continental,  Northwest  is  hardly  an  ide- 
al candidate.  But  its  domestic  route 
structure  would  fit  nicely  with  Continen- 
tal's, and  its  Asian  routes  would  be  a 
valuable  addition  to  Continental's  grow- 
ing global  presence.  Northwest  Chair- 
man Alfred  A.  Checchi  remains  acquisi- 
tion-minded, say  people  close  to  him. 

Any  new  investor  would  have  to  reck- 
on with  the  Pension  Benefit  Guaranty 
Corp.  The  federal  agency  wants  $700 
million  from  Continental  to  fund  the  pen- 
sions of  its  defunct  sister  carrier.  East- 
ern Air  Lines  Inc.  The  PBGC  is  trying  to 
hold  up  Continental's  proposed  $290  mil- 
lion sale  of  its  majority  stake  in  Air  Mi- 
cronesia or  limit  what  Continental  can  do 
with  the  proceeds. 

Hurwitz  isn't  talking,  but  he  faces 
other  potential  snags.  A  source  close  to 
the  creditors  says  Hurwitz  "wants  too 
much  for  too  little."  Moreover,  his  repu- 
tation as  a  raider,  acquired  while  build- 
ing Maxxam's  real  estate  and  timber 
portfolio,  and  his  friendship  with  former 
Continental  boss  Frank  A.  Lorenzo  may 
not  sit  well  with  the  rank  and  file. 

Directors  expect  Hurwitz  to  present  a 
formal  proposal  at  Continental's  Mar.  31 
board  meeting.  It  probably  won't  be  the 
last  bid  the  board  hears.  After  all,  if  the 
economy  and  airline  traffic  continue  to 
improve,  so  will  Continental's  prospects. 

By  Andrea  Roth  man  in  New  York,  with 
bureau  reports  \ 
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"When  the  r 
earthquake  hit, 
I  watched 

as  my 
poorLasenlet 
went  crashing  to 
the  floor" 


-James  Cost,  Chief  of  Police,  Campbell,  CA 


'The  LaserJet  fell  from  about 
four  feet"  said  Police  Chief 
James  Cost,  recalling  the  dis- 
astrous San  FVancisco  earth- 
quake. "I  assumed  we'd  have  to 
buy  another  one.  But  later,  my 
secretary  plugged  it  in  and 
printed  a  document.  It's  about 
the  only  thing  that  did  work 
that  day!' 

Reliability  is  only  one  of  many 
reasons  more  people  use  HP 
LaserJet  printers  than  all  other 


laser  printers  combined.  Some 
people  cite  innovations  like 
Resolution  Enhancement  tech- 
nology, which  creates  sharper 
edges  and  better  overall  print 
quality.  Or  genuine  PCL5 
printer  language.  Or  the  range 
of  options,  with  five  printers 
priced  from  $1,249  to  $5,495.* 

To  hear  what 
other  cus- 
tomers 
have  to 


say  about  HP  LaserJet  printers, 
caU  1-800-752-0900,  Ext.  2987 

for  a  free  video.  And  see  why 
so  many  people  have  an  un- 
shakable faith  in  HP  quality. 

HP  LaserJet  Printers. 


HEWLETT 
PACKARD 


•Suggested  LIS  list  prices. 

©1992  Hewlett-Packard  Company  PE12253 


Commentary/by  Karen  Pennar 


THE  U.S.  SHOULD  BE  SELFISH— AND  HELP  RUSSIA 


R 


LLissian  history  is  replete  with  the 
record  of  despots  working  their 
kwill  on  a  passive  population,  so 
it  was  reasonable  for  Richard  Nixon  to 
raise  that  specter  in  making  the  case 
for  Western  assistance  to  the  former 
Soviet  Union.  Fear  of  an  apocalyptic 
outcome  may  finally  jolt  Washington 
out  of  its  lethargy.  But  there  is  oppor- 
tunity here,  too.  Assisting  Russia  and 
the  other  republics  is  not  only  good 
politics  but  also  good  economics — for 
both  givers  and  receivers. 

The  International  Monetary  Fund  is 
expected  shortly  to  approve  Russia's 
membership,  an  event  that  should  trig- 
ger a  round  of  financial  commitments. 
Although  the  U.  S.  will  not  shoulder 
the  burden  of  these  commitments,  it 
should  spearhead  the  process.  Experts 
believe  Russia  alone  will  recjuire  finan- 
cial support  this  year  of  about  $18 
billion,  most  of  which  would  be  in 
the  form  of  loans,  not  grants.  The 
U.  S.  share  would  likely  be  20'  ? ,  or 
$8.6  billion.  Those  numbers  pale 
in  comparison  with  the  Marshall 
Plan,  which  extended  direct  aid 
of  $18  billion  ($75  billion  in  to- 
day's dollars)  from  1948  to  1951 
to  the  war-devastated  countries 
of  Western  Europe. 
'BIG  MARKET.'  Thus,  for  a  rela- 
tively cheap  price,  America  can 
help  others  and  help  itself.  First 
of  all,  we  should  spend  now  in 
order  to  save  later  on.  If  eco- 
nomic reforms  in  Russia  fail,  de- 
fense spending  will  rebound. 
"You  want  to  make  sure  the 
peace  dividend  is  a  permanent 
one,"  says  Andrei  Shleifer,  econ- 
omist at  Harvard  University.  "To  me, 
that's  95/'  of  the  economic  rationale." 

Offering  assistance  should  produce 
savings.  But  there's  reason  to  believe 
it  would  also  produce  a  payoff.  Why? 
First,  there's  the  "big  market"  theory. 
In  the  former  Soviet  republics  today, 
there  are  800  million  underserved  peo- 
ple in  need  of  consumer  products  and 
thousands  of  undersupplied  enterprises 
in  need  of  materials  and  capital  goods. 
Getting  a  foot  in  that  door  by  extend- 
ing assistance  now — including  money 
that  will  pay  for  the  most  desperately 
needed  imports — is  wise. 

Then,  too,  unlikely  as  it  may  seem, 
there's  the  prospect  that  with  a  boost 
from  the  West,  Russia  and  some  other 


republics  may  one  day  find  themselves 
growing  at  an  annual  clip  of  77'  or 
more.  "The  best-case  scenario  is  that 
these  countries  have  a  chance  at  be- 
coming little  Koreas  or  Taiwans,"  says 
Gary  Hufbauer,  economist  at  George- 
town University.  Two-way  trade  be- 
tween such  fast  developers  and  the 
West  would  zoom.  Here  again,  getting 
in  on  the  process  early  is  important. 
Hufbauer  believes  only  Ukraine  and 


the  small  Baltic  i-cpulilics  dl  l.al\i:i, 
Lithuania,  and  Estonia  stand  a  chance 
of  achieving  rapid,  Asian-tiger-like 
growth  rates.  But,  he  concedes,  80 
years  ago,  when  the  U.  S.  was  pump- 
ing aid  into  South  Korea,  few  would 
have  given  odds  that  it  would  become 
an  economic  superstar. 

Many  factors  favor  a  more  optimistic 
outlook  for  the  former  Soviet  Union:  It 
has  the  world's  largest  oil  reserves  and 
ample  supplies  of  other  natural  re- 
sources. It  produces  one-third  of  all  the 
world's  doctorates  in  science  and  engi- 
neering. Its  work  force  is  well  educat- 
ed and  its  labor  costs  extremely  low. 
Russia,  says  Graham  Allison,  director 
of  Harvard  University's  Strengthening 


Democratic  Institutions  Project,  is  "the 
poorest  rich  country  in  the  world." 
'  That  assessment  should  give  some 
comfort  that  the  West  won't  be  throw- 
ing away  money.  For  the  most  part,  it 
won't  be  giving  it  away,  either.  Of  the 
$18  billion,  only  about  $3.5  billion 
would  be  in  humanitarian  aid.  Such  aid 
has  sentimental  appeal,  but  should  be 
designed  to  help  the  recipient  better. 
U.  S.  trade  credits  pledged  thus  far,  for 
instance,  are  mostly  financ- 
ing U.  S.  agricultural  sales. 
So  "our  humanitarian-aid 
policy  is  really  a  policy  to 
support  American  farmers," 
charges  Shaficiul  Islam, 
economist  at  the  Council  on 
Foreign  Relations.  Experts 
say  medical  supplies  are  more 
urgently  needed. 
MYOPIA?  The  narrow  focus 
iin  humanitarian  needs  has  di- 
verted attention  from  the  big- 
ger economic  picture.  Exports 
plunged  last  year,  foreign  ex- 
change reserves  are  depleted, 
and  Russia  can't  pay  for  the 
imports  that  industry  needs. 
Production  is  contracting,  while 
living  standards  are  plummet- 
ing. And  more  price  hikes  are  in 
store. 

Balance-of-payments  financing 
can  cushion  the  blows.  Loans 
from  the  IMF  and  the  World  Bank 
can  help  pay  for  imports.  Forgive- 
ness of  interest  payments  can  pre- 
serve $2  billion  or  $3  billion  for  so- 
cial programs  and  perhaps  slow 
<lown  the  printing  presses.  A  $G  bil- 
lion fund  can  help  stabilize  the  ruble. 

Those  sound  like  small  amounts,  and 
to  the  West  they  are.  But  they  could 
have  a  huge  impact.  Economists  at 
PlanEcon  Inc.  in  Washington  estimate 
that  output  will  plunge  207'  in  Russia 
this  year,  to  440  billion  rubles.  The  cur- 
rent exchange  rate  of  90  rubles  to  the 
dollar  yields  the  nonsensical  result  that 
Russian  gross  national  product  will 
amount  to  $5  billion  this  year,  but  even 
at  a  rate  of,  say,  20  rubles  to  the  dol- 
lar, the  country's  GNP  would  amount  to 
only  $22  billion.  Whatever  the  true  size 
of  the  economy,  it's  clear  that  nearly 
$20  billion  of  assistance  should  have  a 
powerful  effect.  Occasionally,  the  right 
political  move  is  also  the  right  econom- 
ic one.  This  is  one  such  time. 
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IT  S  FOR  THE  BIRDS. 
LITERALLY 


On  November  13,  1991.  the  U.S.  Fish 
and  Wildlife  Service  gave  NTT  its  Corporate 
Wildlife  Stewardship  Award  for  its  revolution- 
ary technology  that  is  increasing  our 
knowledge  of  wildlife  and  helping  rare  species. 

Snow  geese  are  among  the  most 
beautiful  of  birds.  Unhappily,  deterioration  of 
the  environment  along  some  of  their  mi- 
grating routes  has  seriously  reduced  certain 
populations.  To  protect  these  remarkable  birds, 
locating  their  migratory  stopovers  is  essential. 
Attaching  an  active  transmitter  is  the  best 
solution.  But,  until  now,  even  the  smallest 
transmitters  weighed  some  150  grams,  much 
too  heavy  to  use  on  birds. 

New  technology  helps  solve  a  mystery 

NTT  believes  communications  technolo- 
gies are  for  exchanging  information  not  only 
between  people  but  also  between  man  and  his 
global  environment.  That  is  why  NTT  actively 
supported  a  U.S.-Russian-Canadian  project  to 
help  save  snow  geese.  NTTs  R&D  contributed 
the  crucial  new  technology: 
an  ultra-light  satellite 
transmitter  weighing  only 
55  grams.  In  summer  of 
1991,  these  tiny  transmitters 
were  attached  to  30  snow 
geese  from  Wrangel  Island 
in  Siberia  to  determine  their 
3,000-mile  migratory  path 
to  California. 


-     ■  xns 

new  standard-setting 
55  and  20  gram 
satellite  transmitters. 


Picked  up  by 
satellite,  the  trans- 
missions made  it 
possible,  for  the  very 
first  time,  to  precisefy 
locate  migratory 
stopovers.  In  spring 
of  this  year,  a  similar 
project  to  trace  the 
birds'  return  from  Califor- 
nia to  Siberia  is  being  planned . 
A  mystery  of  nature  is  close  to 
being  solved. 

An  expanding  commitment 

A  world  leader  in  responsible  techno- 
logical irmovations,  NTT  has  recently  perfected 
a  satellite  transmitter  weighing  only  an  unbe- 
lievable 20  grams!  Such  barrier-breaking  de- 
velopments are  part  of  NTTs  vision  of  commu- 
nications technology  that  will  preserve  energy 
resources.  The  NTT  Group  is  also  working 
towards  an  NTT  Global  Environmental  Char- 
ter, a  further  commitment 
to  expanding  possibilities  on 
our  planet  Earth  and  pre- 
serving its  irreplaceable 
treasures. 


NTTs  President  MasasM  Kojima  receives  Corporate  Wildlife 
Stewardship  Aivard  from  US&WS  Director  John  F.  Turner. 


NTT 
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GAMBLING  I 


BOB  BRENNAN  HAS  A  LOT  RIDING 
ON  THIS  TOSS  OF  THE  DICE 


With  fraud  allegations  still  unresolved,  he  may  try  to  take  over  Bally 


When  Robert  E.  Brennan  rolls 
the  dice  at  Atlantic  City's  casi- 
nos, he  doesn't  bet  small. 
Donald  Trump's  Taj  Mahal  is  still  smart- 
ing; from  the  $800,000  he  collected  in  two 
recent  visits  to  the  craps  tables.  Says  the 
former  penny-stock  mogul  of  his  betting: 
"I  have  on  occasion  enjoyed  it,  and  on 
occasion  I've  enjoyed  it  a  lot." 

Now,  Brennan  is  making  one  of  the 
bigger  bets  of  his  career. 
Nearly  six  years  after  quit- 
ting the  retail  end  of  the 
stock  business  amid  still-unre- 
solved allegations  of  fraud  at 
First  Jersey  Securities  Inc., 
his  brokerage  firm,  Brennan 
on  Mar.  18  told  regulators  at 
the  New  Jersey  Casino  Con- 
trol Commission  that  he 
wants  a  casino  owner's  li- 
cense. For  a  modest  $16.5  mil- 
lion or  so,  he  has  amassed  ;i 
77'  stake  in  Bally  Manufactur- 
ing Corp.,  parent  of  two  At- 
lantic City  casinos  and  other 
leisure  operations.  He  says  he 
may  boost  his  holdings. 

The  move  makes  trouble 
for  all  concerned:  Bally,  the 
casino  commission — and  Bren- 
nan himself.  For  Brennan,  the 
biggest  headache  is  that  his 
license  application  rekindles 
interest  in  a  suit  filed  in  1985 
by  the  Securities  &  Exchange 
Commission.  In  the  action, 
which  finally  may  go  to  trial  this  year, 
the  .SEC  alleges  that  First  Jersey,  by 
dominating  the  market  for  its  low-priced 
underwritings,  gouged  customers  with 
illegally  high  markups  of  as  much  as 
124';  during  the  early  l!)80s. 
THORNY  QUESTIONS.  Brennan,  whose 
First  Jersey  ads,  starring  himself,  were 
once  a  fixture  on  late-night  TV  and  the 
financial  pages,  doesn't  think  much  of 
the  SEC's  case.  He  calls  it  a  "near  dupli- 
cate" of  old  charges,  but  these  securi- 
ties-fraud claims  are  different  enough 
that  a  judge  refused  to  dismiss  the  ac- 
tion. Brennan  says  the  SEC  is  pursuing 
the  suit  "out'  of  animus"  and  plays  it 
down  as  "a  civil  lawsuit  like  any  other." 

Indeed,  aside  from  the  fraud  claims, 
many  of  the  charges  are  familiar.  In 
1987,  Brennan  settled  for  $10  million  a 
class  action  filed  by  investors  who  al- 


leged similar  abuses.  But  the  SEC  is  dif- 
ferent in  one  respect.  In  addition  to  seek- 
ing at  least  $9.8  million  in  allegedly 
illegal  profits,  the  agency  wants  a  court- 
appointed  examiner  to  probe  First  Jer- 
sey's records  for  evidence  of  wrongdo- 
ing. "It's  potentially  a  lawsuit  of  much 
greater  proportions"  than  the  class  ac- 
tion, says  SEC  assistant  chief  litigation 
counsel  Mark  Kreitman. 


JERSEY'S  PITCHMAN 
CALLS  THE  SEC  CASE 
A  'NEAR  DUPLICATE' 
OF  OLD  CHARGES 


Brennan's  application 
raises  other  questions  for 
the  casino  commission.  Af- 
ter all,  Brennan  has  never 
been  convicted  of  a  crime. 
Years  of  tussles  with 
regulators  have  produced 
a  string  of  civil  fines  and 
settlements — for  him 
and  First  Jersey — but 
that's  all.  What's  more, 
he  already  has  a  license 
to  do  nongaming  busi- 
ness with  the  casinos  through  his  Gar- 
den State  Park  horse  track  in  southern 
New  Jersey,  which  plans  to  simulcast 
races  at  the  gaming  halls.  One  longtime 
casino  lawyer  gives  Brennan  a  70'/^  shot 
of  winning  a  license,  as  long  as  he  can 
hold  off  the  SEC. 

Bally  thinks  his  odds  are  much  lower. 


but  it's  taking  no  chances.  Although' 
Brennan  holds  three  times  as  many  Bal- 
ly shares  as  Chairman  Arthur  M.  Gold- 
berg, he  hasn't  been  invited  to  serve  on 
the  company's  board.  "He's  an  inves- 
tor," says  Goldberg.  "We  have  a  lot  of 
investors."  If  Brennan  does  try  to  oust 
management.  Bally  says  its  investiga- 
tors will  fight  back  with  a  dossier  on  his 
past  scrapes  with  regulators. 
SMUDGED  NAME.  Still,  Bally  is  vulnera- 
ble. While  profitable,  it  has  one  Nevada 
casino  in  Chapter  11  and  is  in  a  dispute 
with  the  Internal  Revenue  Service.  Bren 
nan  insists  he  doesn't  want  to  depose 
Goldberg,  but  he  admits  he's  "disap- 
pointed" that  Goldberg  has  been  selling 
his  shares.  He  adds  that  he  wants  to  "be 
helpful"  to  all  shareholders. 
Above  all,  Brennan  is  intent  on  win- 
ning the  gaming  license.  More 
than  getting  him  into  the  im- 
proving Atlantic  City  market, 
the  license  would  cap  years  of 
efforts  to  clear  his  smudged 
name.  And  a  healthy  casino 
operation  would  spin  off  a  lot 
of  money. 

That  could  come  in  handy 
for  Brennan.  He  declines  to 
estimate  his  net  worth,  but 
even  while  one  of  his  stallions 
earns  $100,000  stud  fees  at 
one  of  his  three  Due  Process 
Inc.  stables,  his  International 
Thoroughbred  Breeders  Inc 
has  lost  $45  million  over  the 
past  five  years.  ITB  made 
money  last  year  only  by  sell 
ing  one  of  its  two  tracks.  The 
horse-breeding  and  racing 
businesses,  he  admits,  are  "in 
a  tailspin."  But  he  claims  his 
construction  operations 
are  profitable,  even 
though  their  mar 
kets  in  New  Jersey's 
Monmouth  County 
are  overbuilt.  And  he 
)redicts  that  the  red 
ink  is  over  at  another 
outfit,  CCC  Franchis- 
ing Corp.,  whose  inter- 
ests  include  medical- 
management  services 
and  a  company  that 
makes  electronic-moni- 
toring  bracelets  for 
homebound  prisoners. 

Despite  the  close  scru- 
tiny, the  competitive 
Brennan  isn't  likely  to  cave  in  on  the 
casino  bid.  Now  48,  he  boasts  that  in 
1989  he  ran  the  New  York  City  Mara- 
thon in  a  respectable  3  hours,  31  min- 
utes. And  as  'Trump  knows,  he  loves  to 
beat  casinos  at  their  own  games. 

By  Joseph  Weber  in  Philadelphid 
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Just  this  once, 
we'd  like  to  ^ve 

our  vehicles 
the  image  that 

they  deserve. 

You  won't  see  our  drivers  making  deliveries  in  business  day  we're  responsible  for  doing  what  no 

anything  like  this.  However,  you  will  notice  the  other  company  can:  making  more  on-time  i  ^ 

speed  at  which  our  delivery  service  works.  deliveries  than  anyone  in  the  world.  i  ^ 

With  70,000  vehicles  on  the  road  and  as  many  Which  is  why,  to  so  many  people,  our  U  U  W 

as  400  planes  overhead  servicing  over  five  million  service  is  already  considered  up  to  speed .  ^^^^^ 

customers  worldwide  daily,  it's  no  wonder  every  We  run  the  tightest  ship  in  the  shipping  business! 


tit 


TOURISM  I 


MOUSE  FEVER 

IS  ABOUT  TO  STRIKE  EUROPE 


Euro  Disneyland,  opening  Apr.  12,  may  draw  11  million  tourists  a  year 


And  you  thought  Europe's  big  hap- 
pening of  1992  was  the  creation 
of  a  borderless  market.  The 
event  that  really  counts  is  coming  on 
Apr.  12.  That's  when  Europe  will  join 
the  U.  S.  and  Japan  as  a  truly  advanced 
consumer  society:  It's  opening  day  for 
Euro  Disneyland. 

Located  in  a  former  beet  field  20  miles 
east  of  Paris,  the  venture  is  Walt  Disney 
Co.'s  splashiest  new  theme  park  to  date, 
a  $4  billion  gamble.  When  a  studio  tour 
opens  in  three  years,  the  complex  will 
cover  an  area  equal  to  20%  of  the  city  of 
Paris.  Paris  itself,  Disney  executives 
claim,  will  henceforth  be  merely  a  "side 
trip"  for  foreign  tourists,  who'll  pour  in 
from  all  over  Europe  to  ride  the  teacups 
and  shake  hands  with 
Mickey,  Donald,  Goofy, 
et  al. ' 

If  it  can  overcome 
nagging  early  troubles, 
Disney  may  be  right — to 
the  chagrin  of  Europe- 
ans who  see  the  venture 
as  the  final  Yankee  nail 


The  company  expects  11  million  Euro- 
peans to  visit  the  park  yearly,  vs.  13 
million  at  California's  Disneyland.  Some 
analysts  think  that  estimate  is  too  low. 
Disney  quickly  could  cart  off  serious 
cash:  $100  million  in  operating  earnings 
next  year,  predicts  analyst  Jeffrey  B. 
Logsdon  of  Seidler  Amdec  Securities 
Inc.  In  1995,  when  its  fee  for  managing 
the  European  park  doubles  to  6/',  Dis- 
ney's operating  income  from  it  could 
hit  $275  million,  says  Logsdon.  Last 
year,  Disney  earned  $636.6  million 
on  revenues  of  $6.2  billion. 

Yet  Mickey  could  get  his  ears 
pinned  back  in  Europe.  The  park 
is  opening  as  much  of  the  Old 
World  is  sunk  in  recession.  And 


apartments.  It's  also  offering  Parisian; 
$285  a  month  for  spare  rooms.  Mean: 
while,  gendarmes  have  been  chasing 
Disney  squatters  from  farmland  anc 
have  fined  villagers  for  triple-renting  ( 
rooms  in  eight-hour  shifts.  "Housing  wil 
be  a  problem  for  two  years,"  predicts 
Michel  Colombe,  the  mayor  of  a  nearbj 
village. 

HEAPS  OF  HYPE.  Then,  there's  the  risk  oi 
violence.  In  1989,  French  political  prO' 
testers  pelted  Disney  Chairman  Michae 
D.  Eisner  with  eggs.  And  when  s 
Paris  theme  park  opened  five  years 
ago,  carnival  operators  worriec 
about  new  competition  explodec 
a  bomb,  injuring  10  people. 

Through  it  all,  Disney  is  wear- 
ing a  happy  Mouseketeer  mug 
and  heaping  on  the  hype.  Snou 
White  and  the  Seven  Dwarfi 
is  playing  at  French  cinemas, 
and   Disney  programming 
floods  European  TV.  A 
half-scale  model  of  the 
park's  central  feature. 
Sleeping  Beauty's  Castle, 
is  touring  European  capi- 


WHAT  PRICE  MICKEY? 

Euro  Disneyland  Disney  World 


PEAK-SEASON  HOTEL  RATES* 


HIGHEST 


$345 


$455 


LOWEST 


$97 


$104 


CHILDREN 


ADULTS 


in  Europe's  cultural  cof- 
fin. "Disney  is  both  crass 
and  seductive,"  wrote 
Britain's  The  Guardian 
newspaper  last  month. 
"We  hate  it,  but  we  also 
want  to  go  there." 
PUBLIC  BRAWL.  The  latter 
sentiment,  at  least,  is 
music  to  Mickey's  ears. 
Like  IBM,  General  Mo- 
tors, and  a  host  of  other 
U.  S.  companies,  Disney 
is  counting  on  a  unified 
Euroi)e  to  make  up  for 
slow  growth  back  home.  One  promising 
sign:  Over  the  past  15  months,  a  million 
curious  Europeans  have  paid  $1.75  to 
view  a  model  of  the  park — double  the 
expected  number. 

■The  Paris  Bourse,  too,  has  caught 
mouse  fever.  Shares  of  Euro  Disney- 
land— 499^  owned  by  Disney,  bV'A  by  the 
public — have  soared  to  29  from  their 
1989  offering  price  of  12%.  And  in  Feb- 
ruary, Euro  Disneyland  replaced  miner- 
al-water giant  Source  Perrier  as  one  of 
the  40  stocks  making  up  the  French 
equivalent  of  the  Dow  Jones  industrial 
average.  Not  bad  for  a  company  that 
hasn't  started  operating. 


CAMPGROUND  SPACE 


$48 


$30-$49 


ONE-DAY  PASS 


$26 


$26 


$40 


$33 


*For  a  four-person  room 

DATA:  WALT  DISNEY  COS 


Disney  programs  are  flooding  European  TV, 
and  a  model  of  Sleeping  Beauty's  Castle 
is  touring  the  Continent's  capitals 


Disney  has  rubbed  many  people  the 
wrong  way — from  employees  who  dis- 
like the  company's  strict  dress  code  to  16 
French  contractors  who  claim  the  com- 
pany owes  them  $150  million  for  con- 
struction changes.  That  claim  erupted 
into  a  bitter  public  brawl  in  January, 
threatening  the  park's  completion.  An 
arbitrator  now  has  been  named. 

Insiders  say  Disney  can't  find  enough 
cooks,  waiters,  and  chambermaids  for  its 
six  hotels.  One  apparent  reason:  Hous- 
ing is  critically  short  for  the  12,000  park 
employees  arriving  from  around  Europe. 
Government-promised  housing  is  inade- 
quate, so  Disney  is  rushing  to  build 


tals,  along  with  Mickey,  Minnie,  and 
Goofy.  Four  Disney  Stores  have  opened 
in  London,  with  a  dozen  more  planned 
elsewhere  in  Europe.  A  $6  million  news- 
paper insert,  funded  partly  by  corporate 
partners  including  Mattel,  Coca-Cola, 
and  American  Express,  will  appear  in 
seven  major  cities. 

How  can  Europe  resist?  Chances  are 
it  won't.  Cultural  imperialism  or  not,  mil- 
lions of  Europeans  will  soon  be  careen- 
ing down  Big  Thunder  Mountain,  cele- 
brating the  Old  World's  coming  of  age. 

By  Stewart  Toy  in  Paris,  with  Ronald 
Graver  in  Lou  Angeles  and  Mark 
Ma  re m on  t  in  London 
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Depend  on  Fidelity 

Brokerage  for 
Your  Stock  Traxies 


Fast,  Accurate 
Trades  With 
Savings  Up 
To  65% 

With  a  FidelityP/us  Account, 
you  can  save  as  much  as  65%*  vs. 
full-cost  brokers  on  stock  and 
option  trades.  That's  because  we 
control  costs-and  quality-by  han- 
dling our  own  processing  opera- 
tions, and  we  can  pass  on  the  sav- 
ings to  you  through  lower 
commissions.  Plus,  you  never  pay 
for  advice  you  don't  want  or  need. 


ABetterWay 
To  Manage 
Yoxir  Money 

Today,  your  money  is  too 
important  to  be  idle  or  inac- 
cessible. With  FidelityP/tvs, 
your  money  works  for  you  all 
the  time,  earning  daily  interest 
on  cash  balances  between 
investments. 


Consider  the 
Fidelity  Brokerage  IRA 


We  can  give  you  the  resources  to 
help  you  make  the  most  of  your 
self-directed  IRA.  Plus,  significant 
savings  on  stock  and  option  com- 
missions. And  now.  Fidelity  makes 
it  even  easier  for  you  to  save  for 
your  retirement  because  we've 
lowered  our  annual  IRA  fee  to  just 
$20.^  So  whether  you  are  contrib- 
uting, changing  jobs,  retiring  or 
simply  looking  for  more  for  your 
retirement  savings,  consider  all  the 
advantages  of  the  Fidelity  Broker- 
age IRA. 


Zero  Coupon  Bonds 


For  safet/  and  high  yields  consider  Zero 
Coupon  Bonds.  Take  the  guesswork  out 
of  funding  your  retirement.  Because 
Zero  Coupon  Bonds  are  sold  at  a  dis- 
count from  their  $1000  face  value,  they 
offer  you  a  rate  of  return  guaranteed 
by  the  U.S.  Government  when  held  to 
maturity."  Choose  maturities  ranging 
from  1  -30  years. 


You  also  get  free  checkwriting, 
and  even  an  optional  Visa  debit 
card  for  easy  access  to  your  invest- 
ments. And  there's  no  annual  fee! 

Wide  Range  Of 
Investments 

Fidelity  Brokerage  offers  you  a 
complete  range  of  investments  to 
meet  your  needs  through  chang- 
ing market  conditions.  You  can 
choose  from  U.S.  Treasury  Securi- 
ties, zero  coupon  and  municipal 
bonds,  unit  investment  trusts  as 
well  as  stocks,  bonds  and  over 
1000  mutual  funds.  You  can 
adjust  your  portfolio  with  a 
phone  call. 


For  Active 
Traders 

If  you're  an  active  trader 
who  demands  the  utmost  in 
service,  you  may  qualify  for  the 
deep  discounts  of  Spartan  Bro- 
kerage. Call  for  details. 


Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1  -800-544-7272 


Fidelity 


Investments' 

Discount  Brokerage 


*Basecl  on  an  October  1991  survey  of  full-cost  brokers.  Minimum  commission  $38.  FidelityP/us  is  a  service  ot  Fidelity  Brokerage  Services,  Inc.,  161  Devonsnire 
Street,  Boston,  MA.  Member  NYSE,  SIPC. '  $20  effeaive  1/1/92  for  any  Brokerage  IRA,  Rollover  IRA,  or  SEP-IRA.  -'If  you  redeem  prior  to  maturity  you  may 
have  a  substantial  gain  or  loss.  Zeros  are  guaranteed  as  to  principal  and  interest  and  are  subject  to  taxes  annually  even  though  all  interest  income  is  received 
at  maturity.  CODE:  BW/PLU/033092 


Dip  into  a 
billion  dollars. 


101 

15.  bos 

:esfe 


Plunge  into  luxury,  poolside 
at  a  Sheraton  Hotel.  It's  one 
way  to  take  advantage  of 
ITT  Sheraton 's  billion  dollar 
improvement.  And  across  the 
country,  enjoy  our  new  health 
clubs,  guestrooms,  restaurants,  tL 


For  reservations,  call  your 
travel  professional  or 
800-325-3535.  We  spent  a 
billion  to  make  you  feel  like 
a  million.  \ 


ITT  Sheratoi 


CONNECTICUT:  Shfratnn  Hartford  Hotel  •  Sheraton  Stamford  Hotel  •  Sheraton  Hotel  Bradley  Airjuirt  • 

NEW  JERSEY:  Sheraton  Eatontown  Hotel  arid  Conference  Center  •  Sheraton  Meadowlands  Hotel.  East  Rutherford  •  Sheraton  Fairfield  Hotel  • 
Sheraton  Hasbrouck  Heights  Hotel  •  Sheraton  at  Woodhridge  Place  Hotel.  Iselin  •  Sheraton  International  Crossroads  Hotel  and  Towers.  Mahwah  • 
Sheraton  Tara  Hotel.  I^mippang  •  NEW  YORK:  Sheraton  Hinghamton  Hotel  at  Sarbro  Square  •  Sheraton  LuGuardia  East  Hotel.  Flushing  • 
Sheraton  Manhattan  Hotel.  New  York  City  •  Sheraton  New  York  Hotel  and  Towers  •  Sheraton  Park  .-iremie  Hotel,  New  York  City 


I  BY  DEIDRE  A.  DEPKE 


BULENT  AIR  FARES 

ried  about  the  effect  on 
ition  trovel,  U.S.  oirlines 
ntly  scrapped  plans  to 
>t  leisure  fores  by  2%. 
inwbile,  in  the  past  year 
business  fares  rose  some 

while  excursion  ticket 
;sfell  1%.  Here's  how 
?s  changed  for  flights  from 
ral  major  U.S.  cities 

e  indexed  fare' 

ig  from: 


Business 

Discount 

24% 

-9% 

58 

-n 

32 

-1 

0 

-6 
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LEafO  POPUUR  DESTINATIONS 

NGE  M4R  91-MAfl,  92 

AMERICAN  EXPRESS  AIRFARE  MANAGEMENT 


AN  ENZYME  THAT 
ITS  CYSTIC  FIBROSIS 


;ntists  at  the  National 
t,  Lung  &  Blooci  Insti- 
think  they  may  have  a 
atic  new  treatment  for 
c  fibrosis,  the  deacily 
ailment.  A  naturally  oc- 
ig  enzyme  in  the  body 
1  DNase  can  help  break 
he  thick,  sticky  mucus 

builds  in  CF  patients' 
5,  the  NHLBi  scientists 
In  preliminary  studies, 

partly  cleareci  patient's 
s  with  a  gene-spliced, 
.ol  form  of  this  enzyme 

by  biotech  star  Genen- 
Such  a  treatment  would 

big  help  until  scientists 
cure  the  disease  with 

therapy  (page  78).  On 

3,  Genentech — which  is 
-oiled  by  Roche  Hold- 
signed  a  deal  with  sub- 
ry  F.  Hoffmann-La 
e  to  develop  and  promote 
Irug  in  Europe. 


.ING  SOFT  DRINKS 
m  A  BANK  

nk  privatization  south  of 
3order  is  a  Mexican-only 
r.  But  to  raise  the  money 
ay  their  banks,  Mexican 


companies  are  selling  off  oth- 
er interests — to  foreigners. 
The  latest  example  is  Visa, 
the  food  and  beverage  group. 
It  bought  Mexico's  No.  2 
bank,  Bancomer,  for  an  as- 
tounding $2.6  billion  last  No- 
vember, thanks  in  part  to  a  $1 
billion  bridge  loan  from  J.  P. 
Morgan.  Now,  to  pay  back 
the  debt.  Visa  on  Mar.  18  an- 
nounced the  sale  of  its  soft- 
drink  business,  Aguas  Miner- 
ales,  to  Britain's  Cadbury- 
Schweppes  for  $350  million. 
Visa,  which  brews  popular 
beers  such  as  Dos  Equis,  Te- 
cate,  and  Bohemia,  is  also 
shopping  a  big  chunk  of  its 
beer  business  north  of  the 
border,  some  say  to  An- 
heuser-Busch and  Coors. 


STEVE  JOBS  WILL 
SHARE  THE  JOB 


►  Steve  Jobs  is  betting  histo- 
ry won't  repeat  itself.  On 
Mar.  23,  Jobs  will  begin  shar- 
ing power  at  computer  maker 
N'eXT  with  Peter  van  Cuylen- 
burg,  an  executive  with  Cable 
&  Wireless,  a  London-based 
international  phone  company. 
Cuylenburg,  43,  will  become 
NeXT's  chief  operating  officer. 
Jobs  remains  chairman. 

The  news  is  a  surprise, 
since  Jobs  has  kept  tight  man- 
agement control  at  XeXT.  Af- 
ter all,  in  1985  Jobs  was 
tossed  out  of  Apple  Computer 
by  the  CEO  he'd  hired— John 
Sculley.  Jobs  says  that  won't 
happen  again.  "No.  1,  Peter  is 
not  another  John  Sculley," 
says  Jobs,  37.  "No.  2,  I  own 


SWEET  SIX  FIGURES  AND  NEVER  BEEN  KISSED 


What's  the  point  of  cornering 
the  market  if  there's  no  one  in 
the  corner  to  cuddle  with? 
That's  what  American  Singles 
figures,  anyway.  So,  on  Apr.  5, 
the  nonprofit  San  Rafael  (Calif.) 
organization  will  hold  a  dating 
conference  for  single  profession- 
als. The  agenda  includes  advice 
on  prenuptial  agreements  and 
guarding  against  gold  diggers, 
plus  the  stories  of  corporate 
heavy  hitters  who  also  excel  in  love.  The  meeting  is  the  brain- 
child of  onetime  Catholic  grammar-school  teacher  Rich  Gosse, 
who  claims  to  be  America's  leading  singles  expert.  Gosse, 
who's  charging  $25  for  the  seminar,  says  fixing  up  profession- 
als is  a  big  challenge,  since  they  don't  put  as  much  effort  into 
affairs  of  the  heart  as  they  do  careers.  That's  why  his  keynote 
address  will  rebuke  workaholics  for  spending  too  much  time  at 
the  office,  forgoing  relationships  for  work,  and  finding  it  "un- 
professional to  date  someone  you  meet  through  work." 


50''  of  the  company  this 
time."  Jobs  says  he  needs 
help  because  XeXT  is  on  its 
way  to  becoming  the  "next 
billion-dollar  computer  compa- 
ny." The  six-year-old,  private- 
ly held  NeXT  had  1991  sales  of 
$128  million. 


FEDEX  MAKES  ITS 
RETREAT  IN  EUROPE 


►  Federal  Express  finally  is 
conceding  it  can't  crack  Eu- 
rope. The  company  on  Mar.  16 
said  that  it  will  take  a  $254 
million  third-quarter  write-off 
to  restructure  its  money-los- 
ing European  operations.  Fed- 
eral plans  to  fire  6,600  em- 
ployees and  limit  deliveries  to 
16  European  cities.  Federal 


packages  destined  for  other 
locations  will  be  delivered  un- 
der joint  agreements  with  ri- 
vals Securicor  Omega  Ex- 
press and  T.XT  Express. 
Federal,  meanwhile,  is  expect- 
ed to  sign  a  $250  million,  10- 
year  pact  with  Laura  Ashley 
that  has  it  taking  control  of 
the  Britain-based  retailer's  lo- 
gistics and  distribution.  Laura 
Ashley  has  been  plagued  with 
delivery  problems.  It  also 
wants  to  pump  up  mail-order 
sales  with  48-hour  deliverv. 


HAS  A  TRULY  GLOBAL 
BANK  EMERGED? 


►  Given  the  disappointments 
of  other  multinational  lenders, 
can  a  global  bank  work?  Ex- 
ecutives at  Hongkong  & 
Shanghai  Banking  and  Brit- 
ain's Midland  Bank  hope  so. 
After  more  than  four  years  of 
courtship,  the  two  banks  at 
last  have  agreed  to  merge. 
Details  haven't  been  an- 
nounced, but  analysts  believe 
Hongkong  Bank  will  ex- 
change at  least  $4.7  billion  in 
shares  to  buy  Midland.  The 
combined  group  would  have 
$250  billion  in  assets,  strength 
in  Asia  and  Britain,  and  a  siz- 
able presence  in  North  Ameri- 
ca, where  Hongkong  & 
Shanghai  owns  Marine  Mid- 
land Banks. 


BUSINESS  WEEK/MARCH  30,  1992  35 


LEASING  AN  ACURA  IS 
NOWTWICEASTEVIPTNG 


TJie  Ac  Lira  Lc^oui.  I  nili/  niihiikiibw  pci  loi  nuiiiu'  ln>iii  ii  iiiMinoiis  automobile. 


TJw  Acuta  Vi^oi.  An  elegantly  aptpouited  spot  ts  scdaii  witli  tlw  spirit  of  a  thoroughbred. 

If  you've  been  flirting  with  the  idea  of  leasing  a  performance  luxury  sedan,  be  prepared  to  give  in 
to  your  desires  in  a  matter  of  sentences.  For  a  limited  time,  American  Honda  Finance  Corporation* 
is  offering  some  of  the  lowest  lease  rates  on  both  the  Acura  Legend  and  the  Acura Vigor. 

Which  might  put  you  in  something  of  a  quandary:  deciding  which  Acura  to  lease. 

The  Legend  is,  after  all,  a  true  performance  car,  generously  endowed  with  luxury  appointments  and 
safety  features.  While  the  spirited  personality  of  the  Vigor  is  only  equaled  by  the  refinement  of  its  interior. 

Of  course,  with  rates  this  low,  you  might  be  tempted  to  get  both  cars.  But  then,  that  would  only  put 
you  in  a  completely  different  predicament. 

Every  morning,  you'd  have  to  decide  which  one  to  drive.  For  more    /''S^  |  J  |^  j^^^ 

information,  or  the  location  of  a  nearby  dealer,  call  1-800-TO-ACURA.  ito  ision  (,  raftfd  pfrformance 


' LeiiicaiHiilablroii  nfprovcd  credit.  "'-.>  1442  Aciini  Dii'i>ion  of  Aint'ncnii  Honda  Motor  Co.,  Inc.  Acuni,  Legend  and  Vi^'^or  nrc  rt'gif.tered  trademarks  of  Honda  Motor  Co.,  Ltd. 
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INDIDATE  BUSH  STILL  HAS 

)ME  FOREIGH  POLICY  CARDS  TO  PLAY 


Iver  since  his  disastrous  trade  mission  to  Japan  in  Janu- 
ary, George  Bush  has  avoided  foreign  policy  like  the  flu. 
I  But  now,  a  confluence  of  urgent  diplomatic  issues  is 
ing  foreign  policy  back  onto  the  agenda — and  giving  the 
ident  a  new,  but  risky,  opportunity  to  turn  his  internation- 
pertise  to  political  advantage. 

e  hottest  issues  involve  trade.  When  German  Chancellor 
lut  Kohl  visits  Bush  on  Mar.  21,  he  is  expected  to  propose 
mpromise  to  end  the  stalemate  in  the  multilateral  trade 
'  Uruguay  Round.  Some  German  officials  say  that  after 
.hs  of  effort,  Kohl  has  won  French  support  for  reductions 
iropean  subsidies  to  grain  farmers  in  exchange  for  a  U.  S. 
;e  on  exports  of  gluten  and  other  nongrain  animal  feeds, 
could  pave  the  way  for  the  broader  deal  to  end  agricul- 
subsidies  that  the  Administration  has  long  favored, 
'gotiations  over  a  U.  S. -Canada-Mexico  free-trade  pact  are 
kicking  into  high  gear.  Bush  will  try  personally  to  iron  out 
rences  in  a  late  March  conference  call  with  Mexican  Presi- 
Carlos  Salinas  de  Gortari  and  Canadian  Prime  Minister 
1  Mulroney.  The  Administration  hopes  to  send  a  draft 
trade  agreement  to  Congress  this  spring.  Bush  will  argue 
the  deal  will  create  U.  S.  jobs  in  the  long  run,  but  Demo- 
c  protectionists  will  try  to  bury  the  initiative, 
ish  may  also  flex  his  military  muscles.  Some  senior  U.  S. 
ials  hint  that  an  American-led  air  strike  on  Iraq  may  be 
ed  to  eliminate  remaining  missile  and  nuclear-wea})ons 
bilities.  Meanwhile,  former  President  Richard  M.  Nixon's 
for  more  help  for  the  former  Soviet  Union  has  heightened 
est  in  expanding  U.  S.  aid. 

1  of  this  comes  at  an  opportune  time  for  Bush.  "America 
!'  GOP  challenger  Patrick  J.  Buchanan,  who  had  savaged 
1  for  ignoring  domestic  issues,  is  all  but  out  of  the  race, 
likely  Democratic  nominee  Bill  Clinton  has  avoided  in- 
niatory  rhetoric  on  trade  and  foreign  policy,  where  he 
;  experience.  "The  voters  will  remember  that  this  is  a 
ident  who  has  managed  some  of  the  most  momentous 
•national  events  since  1945  in  the  first  three  years  of  his 
linistration,"  says  one  Republican  strategist. 


But  foreign  policy  offers  pitfalls,  too.  Even  a  successful 
strike  on  Iraq  could  backfire  if  the  public  thinks  Bush  acted  to 
court  voters.  Bush,  says  Stephen  Hess  of  the  Brookings  Insti- 
tution, "would  have  to  be  very  careful  that  it's  not  perceived 
as  pulling  his  political  chestnuts  out  of  the  fire." 

Still  deeply  worried  about  the  state  of  the  U.  S.  economy, 
voters  may  not  be  ready  for  a  fresh  glimpse  of  the  foreign 
policy  President.  "There's  no  cheering  section  in  Levittown" 
for  foreign  policy,  says  GOP  analyst  Kevin  Phillips.  That's 
exactly  why  the  moves  of  George  Bush  back  onto  the  world 
stage  are  likely  to  be  cautious  indeed. 

By  AiHij  Borni.s,  ii-illi  Ignr  Rrirhlui  in  Bonn 


HEALTH  CARE? 
WHO  CARES? 


What  ever  happened  to  health  care  reform?  The  issue 
that  many  political  experts  thought  would  dominate 
debate  in  this  year's  Presidential  campaign  has 
dropped  from  sight.  But  the  reasons  for  health  care's  sudden 
obscurity  suggest  that  the  issue  will  be  back  this  fall. 

The  problem,  experts  suggest,  is  that  while  public  support 
for  reform  remains  high,  voters  are  confused  by  all  the  pro- 
posals ranging  from  a  government-run  national  health  system 
to  President  Bush's  relatively  modest  plan.  "The  issue  is  still 
at  the  point  where  all  anyone  has  to  do  to  win  a  favorable  vote 
is  to  be  for  reform,"  says  Dallas  Salisbury,  president  of  the 
nonpartisan  Employee  Benefit  Research  Institute.  "It  has  not 
reached  the  point  where  voters  can  differentiate  among  the 
candidates'  specific  proposals." 

That  will  change,  however,  when  the  line  is  drawn  clearly 
between  the  Democrats'  call  for  a  greater  government  role  in 
ensuring  affordable  health  care  and  Bush's  insistence  on  mar- 
ket-based reform.  Politically,  the  Democrats  seem  to  have  the 
edge — and  in  a  close  race,  it  could  prove  crucial. 

Bi/  Susan  B.  Garland 


ITAL  WRAPUPI 


fIL  RIGHTS 


^ne  of  the  few  provisions  that 
Fmade  the  1991  Civil  Rights  Act 
atable  to  business  might  be 
apped.  The  compromise  measure 
ited  the  damages  available  to  vic- 
is  of  sexual  discrimination  to 
0,000.  Now,  congressional  Demo- 
ts  are  making  good  on  their  prom- 
3  to  womens'  groups  to  kill  that  cap. 
3  Senate  Labor  &  Human  Resources 
Timittee  has  approved  a  bill  that  al- 
'S  unlimited  damages,  and  the  full 
late  is  expected  to  follow  suit  soon, 
siness  will  try  to  stop  the  bill  in  the 
use.  But  it  may  take  an  election- 
ir  veto  to  keep  the  lid  on  damages. 


WHERE  HAVE  ALL 
THE  VOTERS  GOHE? 


Not,  in  1992,  to  the  polls.  Of  1  1  primaries 
through  Super  Tuesday,  participation  was 
off  in  eight— particularly  among  Democrats 
and  Southerners.  A  sampling. 


PERCENT  CHANGE  FROM  1988 


FLORIDA      GEORGIA  LOUISIANA 


MARYLAND       NEW  TEXAS 
HAMPSHIRE 

If  the  trend  continues,  expect  candidates  to 
skew  policy  toward  those  who  do  vote- 
relatively  affluent  Americans 

DAtA;  AP  A6C  NEWS 


SWEATSHOPS 


The  government  may  go  after  cloth- 
ing manufacturers  for  the  sins  of 
their  subcontractors.  Labor  Dept. 
sources  say.  Federal  law  prohibits  the 
interstate  sale  of  goods  produced  in 
violation  of  child-labor  and  wage-hour 
laws.  The  regulators  believe  many  sub- 
contractors that  cut  and  sew  apparel 
for  brand-name  manufacturers  are  fla- 
grant violators  of  the  rules,  and  Labor 
is  sending  letters  to  apparel  makers 
advising  them  that  they  may  be  held 
liable.  Sanctions  include  seizures  of  the 
goods.  In  1991,  the  Customs  Service 
targeted  the  industry  for  import-rule 
violations  by  subcontractors. 


JGTON  OUTLOOK 


BUSINESS  WEEK/MARCH  30.  1992  37 


Designed  for  the 
most  important  part  of 
any  computer. 

The  person  who  uses  it. 


These  days,  it  seems  just  about  anyone  can  make 
and  sell  computers.  But  only  one  company  has  a  way 
to  give  you  more — service  and  support  unmatched 
by  anyone  else  in  the  industry.  It's  called  HelpWare™ 
and  it's  yours  with  every  IBM  PS/2®  computer. 

HelpWare  is  a  whole  new  way  of  working  with 
IBM.  It's  with  you  every  step  of  the  way — before  you 
buy  a  PS/2,  while  you're  using  it,  even  when  you're 
ready  to  move  on  to  more  powerful  models.  It's  a  new 
number  to  call  with  your  PC  questions,  a  new  30-day 
quibble-free  return  policy,  new  education  centers, 
new  trade-in  and  lease  plans,  plus  a  host  of  other 
offerings  for  PS/2  and  OS/2  fin  short,  HelpWare  is 
total  customer  satisfaction — the  most  and  best 
service  and  support  you  can  get. 

With  HelpWare,  there's  a  lot  standing  behind  a 
PS/2.  And  that  could  be  the  best  reason  to  be  sitting 
in  front  of  one. 


Introducing 

IBM  HelpWare  fbr  PS/2. 


A  collection  of  service  and  support  nobody  else  can  touch. 
HelpBuy:  trade-ins,  leases,  money-hack  jnuarantee. 
HelpLearn:  in-person,  in-depth,  hands-on  education  centers. 
HelpCenter:  for  fast,  thorough  answers,  call  1  800  PS2-2227. 
A  host  of  other  offerings  available,  yours  with  even'  PS/2. 
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JAPAN  I 


THE  PAUL  VOLCKER 
OF  JAPAN 


iiif 
jS.'i 

L 
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Bank  of  Japan's  Yasuslii  Mieno  is  giving  inflation  no  quarter 


For  much  of  his  life, 
Bank  of  Jaijan  Governor 
Yasushi  Mieno  has  been 
fascinated  by  sumo,  Japan's 
ancient  sport  of  wrestling.  As 
a  struggling  student  at  the 
University  of  Tokyo  in  the 
lean  years  after  World  War 
II,  Mieno  lived  in  a  wrestlers' 
lodge  run  by  the  father  of  a 
friend.  Over  the  ensuing  four 
decades,  he  rose  to  become 
one  of  sumo's  leading  movers 
and  shakers,  recently  joining 
the  prestigious  council  that 
picks  champions.  But  while 
you  would  never  take  the  68- 
year-old  Mieno  for  anything 
but  a  ringside  observer,  a 
good  measure  of  his  revered 
wrestlers'  legendary  determi 
nation  appears  to  have 
rubbed  off  on  him. 

Mieno  is  quickly  gaining  a 
reputation  as  the  Paul 
Volcker  of  Japan.  Although 
the  Tokyo  stock  market  is 
taking  gas  as  Japan  under- 
goes its  worst  slowdown  in 
nearly  two  decades,  Mieno  is 
standing  firm  against  his 
greatest  fear:  inflation.  While 
he  has  reduced  the  discount 
rate  by  1.5  percentage  points, 
to  4.5';,  since  last  summer, 
he  has  ignored  calls  to  slash 
rates  another  !)oint  to  rev  up 
stocks  and  growth  (charts). 
•RISK  OF  OVERKILL.'  Many 
still  expect  him  to  do  that  at 
any  time.  But  other  than  hint- 
ing that  he  feels  .lapan  al- 
ready may  be  experiencing  a  soft  land- 
ing, Mieno  is  conceding  nothing.  "There 
is  very  little  chance  of  a  quick  slowdown 
in  the  economy,"  he  insisted  to  reporters 
on  Mar.  12.  Only  four  days  later,  the 
Nikkei  Stock  Average  broke  through 
20,000  to  close  at  its  lowest  level  in 
five  years. 

In  fact.  Bank  of  Japan  data  indicate 
that  the  adjustment  process  isn't  as 
smooth  as  Mieno  suggests.  Capital 


RATIS  ARE  HIGH.  AHD 
CONSUMRS  AREN'T  SKNMNG 


JAPAN'S  ECONOMIC  QUANDARY 


CAPITAL  SPENDIHG 
IS  FALLING... 


CHANGE  IN 
MANUFAGURING 
INVESTMENT 


0 


...THE  ECONOMY 
IS  SLUMPING... 


h CHANGE  IN 
GROSS 
NATIONAL 
PRODUa 
■ 


...AND  STOCKS 
ARE  COLIAPSING 


42,000 


34,000 


■90  '91  '92 

A  PERCENT  EST, 
DATA:  BANK  Of  JAPAN,  DRI/McGRAW  HILI,  BRIDGE  INFORMATION  SYSTEMS  INC,  DEUTSCHE  BANK 


spending  is  plummeting,  profits  are  flag- 
ging, and  consumer  spending  is  waning. 
Even  inflation  is  down  to  less  than  2'^^, 
the  lowest  in  three  years.  Holding  firm 
on  interest  rates,  analysts  say,  could  put 
pressure  on  Prime  Minister  Kiichi 
Miyazawa  to  spend  more  aggressively 
than  he  intends.  But  what  if  the  govern- 
ment doesn't  take  up  all  the  slack?  If 
rates  stay  high,  says  Keikichi  Honda, 
president  of  Bank  of  Tokyo  Ltd.'s  re- 


search arm,  "there  is  a  risk  of  overkill. 

Although  Mieno  prides  himself  on  hi 
independence,  political  concerns  ar 
weighing  heavily  on  the  BOJ.  The  rulin 
Liberal  Democrats,  weakened  by  year 
of  financial  scandals,  face  electora 
losses  this  summer  if  Mieno  keeps  th' 
economy  in  check.  Doing  so  could  als 
isolate  Japan.  With  manufacturer 
pumping  up  exports  to  overcome  slov 
spending  at  home,  Japan's  monthi;, 
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e  surplus  doubled 
,  record  $10.2  bil- 
in  February.  More 
the  same  would 
e  trade  tensions 

Washington  and 
r  allies.  "There  is 
n  in  Japan  for  an 
ng  of  monetary 
:y,"  says  Assistant 
isury  Secretary 

L.  Wethington. 
it  would  improve 
prospect  for 
vth." 

.pan's  elite  is  also 
ng  potshots  at 
10.  With  the  Nikkei's  slide  sending 
ers  through  the  country's  banks,  the 
Is  of  the  Japan  Chamber  of  Com- 
ze  and  the  Keidanren,  the  country's 
ing  industrial  association,  are  de- 
ding  sharp  rate  cuts.  And  LDP  god- 
er  Shin  Kanemaru,  who  is  said  to 
that  Mieno's  stand  will  make  it  dif- 
it  for  the  party  to  raise  campaign 
Is,  has  even  urged  Miyazawa  to  fire 
bank  chief.  "If  the  Prime  Minister 
like  cutting  [Mieno's]  neck,"  he  sug- 
,ed,  rates  would  fall  faster. 
Ne  listen  to  these  voices  very  care- 
Mieno  responded.  But  in  reality, 
1  calls  have  only  stiffened  the  bank- 
resolve — and  boosted  his  popularity 
I  consumers  weary  of  real  estate 
es  continually  spiraling  beyond 
h.  With  unemployment  at  a  mere 
few  households  are  feeling  much 
.  The  major  victims  of  Mieno's  cam- 
:n  so  far  have  been  the  bankers,  bro- 
;,  and  property  and  stock  speculators 
thrived  in  the  easy-money  1980s. 
3ral  top  bankers  and  brokers,  their 
itutions  rocked  by  hot-money  scan- 
,  already  have  been  forced  from  of- 
And  residential  land  prices  have  ac- 
ly  begun  to  retreat.  Mieno's  war  on 
ncial  speculation  has  even  led  one 
mnist  to  dub  the  bank  governor  Oni- 
after  a  popular  TV  character  who, 
in  Hood-style,  protects  the  weak. 
BLE  BASHER.  Mieno's  stubborn  resis- 
^e  to  calls  for  action  comes  as  no 
)rise  to  BO.J-watchers.  Within  months 
succeeding  Satoshi  Sumita  in  1989, 
new  central  bank  chief  took  off 
inst  the  inflationary  threat  looming 
he  country's  surging  "bubble  econo- 
"  Shocking  the  Ministry  of  Finance 
earning  the  enmity  of  powerful 
ikbrokers,  he  hiked  the  discount  rate 
re,  sending  the  market  into  a  tailspin. 
oming  up  with  quick  fixes  is  a  Mieno 
mark.  A  45-year  career  officer  whose 
ts  include  two  years  in  New  York, 
no  played  a  key  role  in  assembling 
jrgency  financing  for  Yamaichi  Secu- 
is  Co.  after  it  nearly  collapsed  during 
larket  crash  in  1965,  and  in  1986  he 
rted  a  crippling  bank  failure  by  help- 


MIENO:  GOOD  AT  THE  QUICK  FIX 


ing  Sumitomo  Bank 
Ltd.  take  over  the 
troubled  Heiwa  Sogo 
Bank. 

Mieno's  adaptability 
to  changing  situations 
comes  naturally.  The 
son  of  a  railway  exec- 
utive in  Jai)anese-oc- 
cupied  Manchuria, 
Mieno  grew  up  fre- 
quently switching 
schools  and  friends  as 
his  father  was  trans- 
ferred from  job  to  job. 
After  his  family  lost 
everything  during  the 
war,  Mieno  quickly  learned  how  to  cope 
on  the  fly.  At  Tokyo  University,  he  ped- 
dled soap,  clothing,  and  other  black-mar- 
ket goods  to  support  his  parents  and  his 
younger  brother  and  sister,  who  both 
suffered  from  tuberculosis. 

Mieno  remains  fast  on  his  feet.  Ac- 


cording to  one  senior  Federal  Reserve 
official,  the  bank  governor  began  a 
crash  course  in  English  soon  after  tak- 
ing office.  He  continues  to  take  daily 
lessons  and  is  now  fairly  comfortable 
.speaking  English  in  informal  .settings. 

Whether  Mieno  will  grow  comfortable 
with  the  idea  of  lower  interest  rates  is 
another  question.  "We  don't  want  a 
plunge  or  panic,"  a  BO.I  aide  suggests. 
But  while  the  market  waits  for  Mieno  to 
make  up  his  mind,  stock  trading  has 
ebbed  to  a  trickle.  And  even  if  Mieno 
moves  rates  lower,  don't  expect  him  to 
restart  the  money  pump  with  1980s-style 
abandon.  Mieno,  says  the  Fed  official, 
"is  very  serious  about  inflation,  and  he 
hasn't  flinched."  Like  the  wrestlers  he 
has  followed  for  years,  Japan's  No.  1  in- 
flation hawk  is  likely  to  hold  his  ground 
stubbornly  for  some  time  to  come. 

By  Ted  Holden  in  Tokyo,  with  Mike 
McNamee  in  Washington  and  William 
Glasgall  in  New  York 


JAPAN  I 


'■  WANNA  BUY 
INTO  JAPAN  INC.? 


It  has  lots  of  great  companies.  Alas,  those  aren't  the  ones  for  sale 


A 


s  T.  Boone  Pickens  discovered, 
Japan  is  a  tough  place  to  attempt 
an  unfriendly  takeover.  After  a 
two-year  fight,  the  Texas  corporate  raid- 
er last  summer  gave  up  on  his  effort  to 
use  a  2QAV'  stake  to  win  four  board 
seats  at  Koito  Manufacturing  Co.,  an 
auto-parts  supplier  19'/ -owned  by 
Toyota  Motor  Corp.  Koito  claims  Pick- 
ens was  attempting  greenmail,  while  he 
claims  he  was  frozen  out  by  Japanese 
corporate  collusion. 

But  the  Japan  that  has  ^^^^^ 
rejected  most  for- 
eign takeover  bids, 
even  friendly  ones,  is 
changing  its  ways.  Al 
though  still  in  sma 
ways,  foreign  com- 
panies are  suddenly 
finding  it  easier  to 
buy  into  Japanese 
companies.  Until  re- 
cently, even  for  a  pure- 
ly domestic  deal,  the  Jap- 
anese referred  to  the  sell 
side  of  a  merger-and-acquisi 
tion  transaction  as  miuri,  a  term  that 
once  described  destitute  farmers  selling 
their  daughters  into  prostitution.  But  at- 
titudes are  changing.  Foreigners  made 
13  acquisitions  worth  $1.4  billion  in  Ja- 
pan last  year,  according  to  Daiwa  Secu- 
rities Co.  Some  bankers  expect  the  total 
to  double  or  triple  in  1992. 


With  the  economy  in  the  dumps,  Japa- 
nese companies  are  getting  squeezed.  So 
far,  rather  than  the  corporate  heavy- 
weights, it's  mostly  small,  family-owned 
outfits  that  are  looking  for  outside  help. 
"It  has  come  to  the  point  where  econom- 
ics prevails  over  Japanese  sentiments," 
says  Kazumichi  Shimamoto,  an  M&A 
manager  at  Daiwa.  One  banker  says 
only  10'/!  of  her  clients  would  accept  a 
foreign  partner.  Still,  two  years  ago, 
no  one  would.  "At  least  now 
they're  willing  to  talk  about 
it,"  she  says. 

TECH  FOR  TAT.  A  lot 

of  the  activity  involves 
drug  and  chemical 
companies,  says  Ki- 
yotaka  Fujii,  direc- 
tor of  M&A  at  cs 
First  Boston  (Japan) 
Ltd.  Small  companies 
that  can't  keep  up 
with  the  enormous 
K&l)  expenses  by  them- 
selves get  access  to  state- 
of-the-art  products,  while  the 
foreign  companies  can  expand  in  grow- 
ing markets.  In  one  deal  last  month, 
Pfizer  Inc.  purchased  Koshin  Medical,  an 
Osaka  medical  equipment  distributor  for 
about  $23  million. 

There  are  payoffs  in  other  industries, 
too.  Last  month.  Electronic  Data  Sys- 
tems, a  unit  of  General  Motors  Corp., 
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bought  19.97<  of  Japan  Systems  Corp. 
for  $28.9  million,  with  an  option  to  buy 
up  to  ol'-J  over  three  years.  Japan  Sys- 
tems is  losing  money,  and  many  of  its 
600  software  engineers  sit  idle.  The  deal 
gives  EDS  Japan  Ltd.  access  to  scarce 
engineering  talent  while  Japan  Systems 
wards  off  creditors  and  gets  access  to 
the  latest  in  computing. 

Even  some  bigger  companies  are  now 
ready  to  do  spin-offs.  Lion  Corp.,  a 
household  products  company  with  annu- 


al sales  of  $2.3  billion,  recently  sold  its 
74.59!'  share  of  a  money-losing  insecticide 
subsidiary  to  S.  C.  Johnson  Co.'s  Japa- 
nese subsidiary.  And  Saudi  Arabia's 
state-owned  oil  company,  Saudi  Aramco, 
is  negotiating  to  buy  stakes  in  refineries 
owned  by  Nippon  Oil  Co.  and  others. 
HELPING  HAND?  Officials  are  trying  to 
encourage  more  deals.  The  Ministry  of 
International  Trade  &  Industry  is  asking 
the  |)arliament  to  a})prove  preferential 
tax  treatment,  accelerated  depreciation, 


and  other  goodies  for  companies  with  i 
least  one-third  foreign  ownership. 

The  trick  is  to  find  a  perfect  mate 
Ikuo  Yasuda,  a  deputy  general  manag(i 
at  Long-Term  Credit  Bank  of  Jap: 
Ltd.,  says  Westeners  look  for  a  majori 
stake  in  a  healthy  company,  whereas  tl 
Japanese  want  to  retain  control  a: 
wouldn't  be  selling  unless  they  were 
trouble.  Nevertheless,  for  foreign  co 
panies,  he  says,  "it's  buy  time." 

By  Karen  Lowry  Miller  in  Toki 


SOUTH  AFRICA  I 


NO  TURNING  BACK:  WHITES  WILL  BE  SHARING  AN  UNCERTAIN  FUTURE  WITH  BLACKS 


'WE  HAVE  CLOSED  THE  BOOK 
ON  APARTHEID' 


Now,  the  country  has  to  turn  its  attention  to  the  disastrous  economy 


A young  white  man  stood  outside 
the  polling  place  in  central  Johan- 
nesburg on  Mar.  17,  agonizing 
over  the  choice  that  faced  him.  A  no  vote 
would  mean  the  security — even  if  tempo- 
rary— of  a  return  to  apartheid.  A  yes 
vote  would  mean  sharing  an  uncertain 
future  with  his  black  compatriots.  But  it 
would  also  let  his  beloved  national  crick- 
et team  continue  its  recent  comeback  to 
international  competition. 

In  the  end,  he  and  nearly  2  million  of 
South  Africa's  white  voters  took  the 
plunge  and  chose  to  reject  their  apart- 
heid past.  It  was  a  landslide  vote  for 
continued  talks  with  black  leaders  on  a 
new  constitution.  The  more  than  two-to- 
one  majority  in  the  referendum  handed 
President  F.  W.  de  Klerk  an  enormous 
victory,  surpassing  the  expectations  of 
even  the  most  optimistic  analysts.  "To- 
day, we  have  closed  the  book  on  apart- 
heid," De  Klerk  declared. 


African  National  Congress  President 
Nelson  Mandela  agreed  that,  in  princi- 
ple, the  vote  signaled  the  end  of  white 
privilege.  But  apartheid  is  far  from 
dead,  he  warned.  To  truly  end  the  racial 
system,  there  would  have  to  be  "enough 
houses,  more  medical  facilities,  and  bet- 
ter pensions  for  blacks,"  he  added. 
South  Africa  is  a  long  way  from  this, 
says  Mandela,  especially  because  "I  still 
cannot  vote  in  my  own  country." 
GREEN  LIGHT.  But  the  vote  was  a  clear 
sign  that  whites  are  now  prepared  to 
address  such  problems,  not  the  least  of 
which  has  been  South  Africa's  prolonged 
economic  stagnation.  Unemployment  has 
been  sky-high,  at  197f,  and  no  new  jobs 
have  been  created  for  the  past  decade. 
Inflation  is  16%,  and  growth  has  re- 
mained below  2%  for  10  years.  Interna- 
tional sanctions,  particularly  those  hit- 
ting loans  and  trade  financing,  helped 
strangle  new  investment  since  1985.  And 


even  when  all  international  sanctions  ai 
lifted,  an  export-led  recovery  in  th 
midst  of  worldwide  recession  isn't  like! 
To  make  matters  worse,  the  entii 
southern  African  region  is  sufferin 
from  severe  drought. 

With  a  green  light  for  political  reforn 
however,  foreign  investment  could  begi 
to  trickle  back.  Cities  and  states  in  th 
U.  S.  that  outlawed  trade  and  inves 
ment  could  begin  to  lift  bans.  Overal 
business  leaders  seem  relieved  with  th: 
vote.  While  they  still  worry  about  futur 
economic  policies — the  ANC's  pro-natior 
alization  stance,  in  particular — most  we 
come  reform.  "This  was  the  only  roa< 
open  to  them,"  says  Colin  Hope,  chaii 
man  of  T&N  PLC,  a  big  British  auto-part 
maker  with  a  sizable  presence  in  Sout 
Africa.  "It  provides  a  good  basis  for  foi 
eign  investment." 

MORE  VIOLENCE?  Now  that  most  opposi 
tion  to  a  new  constitution  has  beei 
brushed  aside,  the  next  steps  are  fairh 
clear.  The  myriad  parties  to  negotia 
tions,  including  De  Klerk's  National  Par 
ty,  the  ANC,  and  other  groups,  will  re 
turn  to  the  table  at  the  Convention  for 
Democratic  South  Africa.  Meanwhile,  i 
temporary  government  to  replace  th( 
whites-only  one  could  be  established  in  £ 
matter  of  months.  It  will  prepare  for  th( 
election  of  a  constituent  assembly,  per 
haps  as  soon  as  yearend. 

As  the  first  election  to  include  tht 
country's  24  million  blacks,  it  would  re- 
quire careful  managing,  including  con- 
trol over  security  forces  and  access  to 
state-run  radio  and  TV,  Once  elected,  the 
constituent  assembly  would  negotiate  in 
detail  the  country's  new  constitution 
Elections  based  on  the  new  document 
could  be  held  by  late  1993. 

While  the  right  has  lost  by  the  ballot, 
violence  is  still  a  danger.  Members  of 
neo-Nazi  paramilitary  groups  vowed  to 
take  up  arms  in  the  event  of  a  yes  vote 
And  fighting  between  the  ANC  and  Chief 
Mangosuthu  Buthelezi's  Inkatha  Free 
dom  Party  continues.  But  come  what 
may,  there's  no  turning  back  now.  South 
African  whites  voted  unequivocally  to 
join  with  blacks  at  long  last. 

By  Alan  Fine  in  Johannesburg,  with 
Mark  Maremont  in  London 
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ERMANY'S  ECONOMIC  FUTURE 
;  ON  THE  BARGAINING  TABLE 


^  fter  nearly  a  decade  of  labor  peace,  relations  between 
^  (lernian  employers  and  the  powerful  trade  unions  have 
^  suddenly  soured.  As  Germany's  economy  flags  under 
$100  billion  cost  of  absorbing  the  East,  unions  are  demand- 
fat  wage  hikes — around  107'.  Bank  workers  have  been  on 
ke  since  Feb.  21.  Three  million  public  employees  threaten  to 

them  unless  the  government  boosts  its  3.57"  offer  to  them, 
hese  actions  have  triggered  a  raging  debate  over  whether 
many  can  still  afford  its  generous  treatment  of  workers. 
Europe's  unity  drive  forces  Germany  to  drop  its  protective 
fiers,  the  country's  sky-high  wages,  shrinking  workweek, 
r  vacations,  and  inflexible  work  con- 
)ns  are  looming  as  a  big  handicap. 

social  contract  that  has  played 
b  a  strong  role  in  German  success 
Id  unravel  under  these  competitive 
5sures.  Chancellor  Helmut  Kohl  re- 
tly  weighed  in,  urging  Germans  to 
5  shorter  vacations  and  retire  later, 
or  40  years,  labor's  cozy  relation- 
)  with  the  employers'  associations, 
ch  negotiate   for  manufacturers, 

produced  cushy  deals  for  workers, 
man  companies  kept  ahead  with  big 
'Stments  in  equipment,  but  as  mar- 
5  become  increasingly  global,  they 
e  less  and  less  room  to  maneuver.  For  instance,  the  open- 

of  eastern  Europe  offers  rivals  a  chance  to  undercut 
man  producers  by  paying  wages  a  fraction  of  Germany's 
rage  $13.75  per  hour.  "Germany  will  have  to  change  its 
^e  policy,"  says  Heinz  Greiffenberger,  owner  and  CRO  of  a 
[  drive  manufacturer,  who  wants  to  replace  his  German 
pliers  with  low-cost  Czechs. 

T  DITCH.  Far  from  flexible,  the  union  leadership  is  hunker- 
down.  "This  is  no  normal  wage  round,  but  a  struggle 
ut  Germany's  social-political  future,"  says  Klaus  Zwickel, 
uty  chairman  of  the  metalworkers'  union,  IG  Metall.  ic 
^!1  Chief  Franz  Steinkiihler  blames  management  for  fail- 


GERMAN  LABOR  MAY  LOSE  TO  LOW-COST  RIVALS 


ing  to  prepare  for  increased  competition,  and  he  insists  the 
cure  must  not  be  lower  wages  for  his  members.  Last  year,  k; 
Metall  rocked  industry  with  a  6.7'/  increase  for  its  4  million 
workers. 

A  further  round  of  sharp  pay  hikes — 6'/  or  more — could 
choke  off  investment  and  delay  recovery.  And  if  wage  settle- 
ments outpace  inflation  this  year,  the  Bundesbank  is  sure  to 
keep  interest  rates  high,  a  move  that  could  kill  an  economic 
rebound  throughout  Europe. 

But  even  if  they  win  big  boosts  in  this  round,  lalx)r  will  have 
to  bend  soon,  especially  on  rigid  working  conditions.  As  compa- 
nies such  as  Mercedes-Benz  and  B.MW 
start  to  discuss  openly  their  plans  to 
move  production  abroad,  workers' 
councils  are  defying  union  leaders — to 
hang  on  to  their  jobs.  BMW  employees 
agreed  to  Saturday  shifts — a  union  ta- 
boo— in  exchange  for  a  four-day  work- 
week. BMW  says  the  change  has  boost- 
ed productivity  by  77f  to  87.  IBM 
workers  supported  management's 
fight  for  24-hour,  7-day  shifts  at  its 
semiconductor  plant  in  Zindelfingen. 

The  midsize  companie.s — or  Mittel- 
stfuid — that  are  the  backbone  of  the 
economy  are  beginning  to  rebel  against 
the  generous  settlements  handed  out  by  the  employers'  associ- 
ations, which  are  dominated  by  the  giants.  For  instance,  Ger- 
many's Association  of  Entrepreneurs  wants  its  7,000  members 
to  bail  out  of  employers'  associations  if  they  reach  unrealistic 
settlements.  "If  you  negotiate  your  own  contract,  you  tend  to 
get  a  more  reasonable  result,"  says  Volker  Geers,  the  associa- 
tion's chairman. 

Even  IG  Metall  is  considering  offering  more  flexible  arrange- 
ments for  dividing  up  the  workweek.  But  the  unions  will  likely 
have  to  make  much  bigger  concessions — or  watch  their  jobs 
migrate  to  eastern  Europe. 

B//  Gail  h\  Srhorcs  in  Frankfurt 


»BAL  WRAPUPI 


IROPE 


rhe  huge  budget  boosts  requested 
by  European  Commission  President 
cques  Delors  over  the  next  five 
■ars  are  drawing  heavy  fire.  Delors 
ys  the  increases,  from  $79  billion  for 
'92  to  $106  billion  for  1997,  are  need- 
I  to  implement  the  political  and  eco- 
)mic  union  agreed  upon  at  the  Maas- 
icht  summit  last  December.  But 
itics  say  he  is  using  Maastricht  to  get 
oney  for  pet  projects.  In  particular, 
ime  think  Delors'  plan  to  lavish  $5 
llion  a  year  on  research  and  develop- 
ent  subsidies  is  a  sop  to  the  pro-in- 
istrial-policy  French.  In  addition,  the 
nancially  strapped  Germans  are 


squirming  over  the  $12  billion  price  tag 
for  infrastructure  aid  over  five  years 
to  poorer  EC  nations,  such  as  Spain  and 
Portugal. 

CUBA  

The  U.  S.  General  Accounting  Office 
(GAO)  is  fretting  about  the  safety  of 
two  Soviet-designed  nuclear  reactors  in 
Cuba.  The  two  440-megawatt  units, 
now  under  construction  near  the  port 
city  of  Cienfuegos — just  250  miles 
south  of  Miami — are  due  to  come  on 
line  in  1995  and  1997  respectively. 

The  reactors  are  not  of  the  very  un- 
safe Chernobyl  type.  But  the  GAO  says 
they  lack  adequate  safety  features. 
What's  more,  spare  parts  are  scarce  in 


the  troubled  Commonwealth  of  Inde- 
pendent States. 

ISRAEL  

Israel  is  aiming  to  reduce  its  pur- 
chase of  American  components  for 
arms,  Israeli  defense  officials  say.  Is- 
rael, which  has  been  stung  by  allega- 
tions of  illegal  transfers  to  China  and 
South  Africa,  currently  imports  tens  of 
millions  of  dollars  of  U.  S.  components 
for  weapons  systems.  This  gives  the 
U.  S.  the  right  to  veto  arms  sales.  Is- 
raelis charge  that  the  U.  S.  uses  this 
power  to  stifle  competition  from  Israel, 
which  earned  $1.6  billion  from  arms 
exports  in  1991.  Israeli  officials  hope 
France  will  fill  the  gap. 
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CALPERS  IS  READY  TO  ROAR, 
BUT  WILL  CEOs  LISTEN? 


The  powerful  pension  fund  is  preparing  to  raise  a  ruckus  about  unresponsive  companies 


Ei 


arly  last  fall,  the  California  Public 
Emi)loyees'  Retirement  System — 
undisputed  tiger  of  America's  ac- 
tivist shareholders — suddenly  said  it  was 
changing  its  stripes. 

Instead  of  confronting  corporations 
with  proxy  resolutions  at  this  spring's 
annual  meetings,  the  $68  billion  pension 
fund  had  decided  to  try  a  "kinder, 
gentler"  approach:  It  was  quietly  calling 
on  executives  at  12  companies  to  discuss 
their  poor  performance,  excessive  pay, 
or  board  problems,  just  as  some  chief 
executives  had  recommended. 

Well,  forget  the  pussycat.  The  tiger  is 
back.  And  its  reappearance  forbodes  yet 
another  beastly  proxy  season.  CalPERs' 
Chief  Executive  Dale  M.  Hanson  has  so 
little  to  show  from  his  new  tactics  that 
he's  ready  to  escalate  his  campaign.  For 
a  start,  he's  going  public  with  the  12 
names,  which  he  revealed  to  BUSlN'ES.s 
WEEK  (table).  CalPERS  plans  to  vote 
against  the  lioard  of  directors  at  three  of 
them — Dial,  Control  Data,  and  Polaroid. 
Discussions  are  scheduled  or  under  way, 
but  with  little  hope  for  swift  change,  at 
three;  Time  Warner,  USAir,  and  Hercu- 
les. They  may  see  "nay"  board  votes — or 
proxy  resolutions  next  year.  American 
Express,  Salomon,  IBM,  and  Chrysler 
seem  to  be  mulling  over  Hanson's  con- 
cerns. Only  two — ITT  Corp.  and  Ryder 
System  Inc. — have  settled  with  Call'Eits. 

"  'Kinder,  gentler'  is  not  working," 
Hanson  says.  "It  has  shown  us  that  a 
number  of  companies  won't  move  unless 


they  have  to  deal  with  [the  problem]  be- 
cause it's  in  the  public  eye."  From  now 
on,  expect  CalPERS  to  pressure  its  tar- 
gets more  forcefully — using  publicity, 
proxy  resolutions,  negative  votes,  what- 
ever it  takes. 

STRAIGHT  ON.  Call'ERs'  reincarnation  is 
likely  to  mean  more  trouble  for  corpora- 
tions with  restive  investors.  Other  activ- 
ists are  also  starting  to  present  their 
concerns  directly  to  managers  and  direc- 
tors, a  tactic  that  such  corporate  leadei's 
as  General  Mills  Inc.  Chairman  H.  Brew- 
ster Atwater  Jr.,  head  of  the  Business 
Roundtable's  corporate  governance  task 
force,  say  they  favor.  And,  like  CalPERS, 
they  are  moving  away  from  broadly  pro- 
testing bad  governance  practices  and  are 
instead  singling  out  poor  performers  for 
attention.  Many  CEOs  thought  the  funds 
were  misguided  in  their  choice  of  focus: 
Why,  they  asked,  pester  a  good  perform- 
er about  its  board's  independence? 

CalPERS  took  those  sentiments  to 
heart  when  it  devised  its  new  offensive 
last  summer.  It  reviewed  its  holdings, 
searching  for  companies  whose  perfor- 
mance landed  them  in  the  bottom  half  of 
the  Standard  &  Poor's  oOO-stock  index. 
CalPERS  also  sought  outside  help.  It 
bought  company  profiles  from  Washing- 
ton's Investoi'  Responsibility  Research 
Center.  It  asked  compensation  expert 
Graef  S.  Crystal  for  his  thoughts.  And  it 
hired  Gordon  Group  Inc.,  a  Cambridge 
(Mass.)  consultant,  to  select  and  study  a 
few  dozen  companies.  Gordon  produced 


reports  analyzing  each  company's  strate  -•' 
gy,  problems,  and  total  return  to  share 
holders,  annually  and  over  five  years 
comparison  to  its  peers  and  the  marketj;''' 
Then,  Hanson,  CalPERS  General  Counse  i 
Richard  H.  Koppes,  and  the  fund's  in 
vestment  staff  chose  their  marks. 

By  mid-November,  the  12  were  hi 
with  "Dear  CEO"  letters,  copies  to  mem  " 
hers  of  the  board.  In  them,  CalPERS  con 
centrated  on  three  issues — board  compo 
sition  and  practices,  CEO  pay,  am 
formation  of  a  shareholder  advisor 
committee.  Proposing  an  advisory  pane 
is  really  a  device  to  question  a  flawe(  '^i' 
strategy  or  lackluster  record,  should  dis 
cussions  fail  and  prompt  a  return  to  th 
shareholder-resolution  process. 

The  missives  met  with  various  fates 
At  American  Express  Co.,  CEO  James  D 
Robinson  III  got  his,  but  the  mailroon 
didn't  recognize  the  names  of  the  othe: 
19  directors — even  though  they  includeAaiis 
Henry  Kissinger  and  former  FUR  Na 
bisco  Inc.  chief  F.  Ross  Johnson.  Th 
letters  were  returned  to  their  Sacramen 
to  sender. 

Responses  differed,  too.  Dial  Corp.  de 
clined  any  meeting.  Polaroid  Corp.  an( 
Control  Data  Corp.  stalled,  CalPERi  pee 
says.  The  others  slowly  agreed  to  com<  sniei 
to  the  table — though  Time  Warner  Inc 
where  a  key  issue  is  the  board's 
strength,  won't  set  a  meeting  until  it: 
ailing  co-CEO,  Steven  J.  Ross,  can  attend 

When  the  CEOs  did  agree  to  meet 
some  were  probably  surprised  by  wha 


CALPERS'  TARGETS 

^  RETURN  Total  return  to  shareholders,  1987-91 

Comparable  return  for  the  Standard  &  P< 

AMERICAN 
EXPRESS 

CHRYSLER 

CONTROL 
DATA 

DIAL 

HERCULES 

IBM  1 

-15.3% 

-38.8% 

-58.8% 

84.8%* 

27.0% 

-9.2%.  ! 

1  KEY          Executive  pay,  . 
1  ISSUES  strategy 

Executive  pay  . 

Strategy 

Executive  pay 

Board  independence  . 
and  procedures 

Executive  1 
 1 

mm-  $83.3 

$48.6 

$15.1 

$16.7 

$38.4 

$324.7  1 

1  STATUS      In  discussion         In  discussion 

1  •R[TURNWAS-^ir/»FORFIVEYEARSENDIMGDECEMBER,  1990. 

■  A  RESTRUOURING  IN  OOOBER,  1991,  RAISED  STOCK  PRICE  ABOUT  35% 

No  discussions  set, 
vote  against  board 
likely 

Management  de- 
clined to  meet,  vote 
against  board  likely 

Fruitless  discussions;  . 
proxy  resolution 
likely  in  1993 

Meeting 
scheduled 
late  Marcl 
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•  j^ot.  E\t'r  siiici' 
ic  pension  funds  be- 
getting active  in 

mid-'80s,  executives 
'  complained  about 
r  naivete.  Some 
!  doubted  their  mo- 
;ion,  suspecting  that 
son,  for  one,  had 
ical  ambitions  and 
ted  pubHcity.  But 
er  General  Counsel 
es  M.  Herron  says 
son  and  Koppes 
!w  as  much  about 
er  as  we  did."  riT 

Rand  V.  Araskog 
,:  "They  don't  try  to 

you  what  to  do. 
y  give  you  their 
ghts." 

FUL.  Hanson  and 
pes  also  bring  alonu 

•  research  reports, 
I  governance  and 
tegy  recommenda- 
;.  When  they  met 
inson  in  early 
ch,    for  example, 

queried  him  about 
effectiveness  of  the 
pany's  large  board,  the  closeness  of 
ral  directors  to  Robinson,  and  their 
'rous  pay  and  perks.  The  reports 

suggested  that  American  Express 
ider  spinning  off  its  investment 
c,  Shearson  Lehman  Brothers  Inc., 
luse  it  consumes  enormous  re- 
ces  but  contributes  little  profit.  And 

complained  that  the  company's  pay 
em  was  too  complex  and  too  discre- 
iry.  American  Express  says  the 
3  were  "quite  constructive." 
ilomon  Inc.  got  a  similar  earful. 
'ERS  wants  the  company  to  put  more 
iders  on  its  board  and  split  the  job 
fiairman  and  CEO,  an  idea  its  current 
Warren  E.  Buffett  brought  up  last 

Salomon  declined  comment, 
t  Chrysler  Corp.,  Hanson  quibbled 

CEO  Lee  A.  lacocca's  pay  and  the 
pany's  strategy  since  1987,  when — 


Hanson  says — "it  went  brain-dead."  He 
also  queried  lacocca,  back  in  February, 
about  how  his  successor  would  be  cho- 
sen. "We  had  no  preference,  but  we 
want  to  make  sure  that  a  totally  inde- 
pendent committee  is  doing  the  job,  that 
this  isn't  just  Lee  choosing  his  succes- 
sor," Hanson  says.  That  appears  to  have 
happened:  Long  board  deliberations  pre- 
ceded the  Mar.  16  announcement  of 
Chrysler's  CEo-designate  Robert  J.  Ea- 
ton (page  24). 

Considering  that  none  of  CalPERS'  con- 
cerns are  novel  or'  unrelated  to  share- 
holder value,  it  may  seem  surprising 
that  companies  don't  respond  more 
readily  to  a  major  owner.  After  all,  Ry- 
der merely  agreed  to  codify  some  prac- 
tices it  was  already  following,  such  as 
composing  its  compensa  tion  panel  en- 
tirely of  outsiders. 


Too  many  CEOs, 
though,  are  used  to  do- 
ing things  as  they 
please,  without  much 
accountability.  Many 
don't  like  to  hear  opin- 
ions contrary  to  their 
own  and  fear  intrusive 
shareholders.  In  fact,  in 
its  dealings  so  far, 
CalPERS  has  turned  ini- 
tial entree  into  ongoing 
relationships  with  its 
targets.  Hanson  will 
meet  with  Herron  and 
Ryder  CEO  M.  Anthony 
Burns,  for  example, 
again  this  spring — 
agenda  undetermined. 
STRONG  WEAPON.  That 
may  be  the  real  value 
of  shareholder  activism: 
It  exposes  CEOs  to  dif- 
fering views.  As  Texaco 
Inc.  CEO  James  W.  Kin- 
near,  who  had  to  talk 
with  many  institutions 
during  Texaco's  1987 
bankruptcy  and  1988 
proxy  fight  with  Carl  C. 
Icahn,  notes:  "Now, 
having  met  them,  I'm  in  favor  of  talking 
with  them.  I  feel  communication  is  very 
valuable."  The  knowledge  that  someone 
is  monitoring  their  moves  also  acts  as  a 
check  on  CEO  performance. 

In  any  case,  shareholders  have  a  pow- 
erful weapon  in  their  proxy  votes,  which 
have  rarely  been  used  to  express  dis- 
pleasure with  general  policy.  Says  Gen- 
eral Mills'  Atwater:  "When  they  get  no 
response,  they  should  use  their  votes.  I 
don't  know  who  wouldn't  be  stimulated 
beyond  belief  if  207^  of  the  votes  [for 
directors]  were  withheld." 

CalPERS,  perhaps  joined  by  other  in- 
vestors, will  test  that  tactic  this  spring. 
And,  eyeing  the  future,  the  fund  is 
boosting  its  clout — narrowing  the  hold- 
ings in  its  portfolio  while  increasing  its 
stakes.  This  cat  isn't  slinking  away. 

By  Judith  H.  Dobrzynski  in  New  York 
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STRATEGIES  I 


GEICO'S  ACCELERATION 
IS  NO  ACCIDENT 


The  insurer  has  flourished  by  carefully  choosing  good  drivers 


Way  back  in  the  niid-1970s, 
when  gems  such  as  the  Pinto 
and  the  GremUn  graced  Amer- 
ican driveways,  Geico  Corp.  seemed 
ready  for  the  repo  man.  The  auto  insur- 
er liad  expanded  beyond  its  decades-old 
franchise  of  covering  only  government 
workers  and  had  taken  on  more  reckless 
civilians.  But  after  flirting  with  bank- 
I'uptcy,  Geico  wisely  refocused  on  safe 
drivers  and  pulled  off  one  of  the  insur- 
ance industry's  most  remarkable  turn- 
arounds. Investor  Warren  E.  Buffett, 
along  for  the  ride,  saw  the  value  of  his 
4S'/'  stake  soar  from  $45.7  million  to  a 
current  $1.58  billion. 

Now,  while  other  pro]jerty-and-casual- 
ty  insurers  are  reeling,  Geico  is  leaving 
its  rivals  in  the  dust.  Selling  directly  to 
customers,  rather  than  using  agents,  it 
offers  among  the  lowest  prices  in  the 
industry — a  highly  apjjealing  advantage 
in  tough  economic  times.  Stringent  loss 
management  and  tight  cost  control  con- 
tinue to  pay  off  handsomely.  Its  return 
on  ecjuity  has  averaged  25'-  over  the 
past  three  years,  some  10  percentage 
points  better  than  the  industry.  The  mar- 
ket has  certainly  noticed.  Geico's  stock 
has  zoomed  about  40'/  in  the  last  year, 
to  around  2."^0.  Its  shares  have  become 
so  pricey  (chart)  that  in  late  February, 
the  Chevy  Chase  (Md.)  insurer  an- 
nounced a  5-for-l  split.  It  also  upped  its 
(piarterly  dividend  by  317',  to  lo^. 
SAFETY  FIRST.  Next,  the  company  wants 
to  expand  on  its  success  in  autos  by 
jjushing  (lee|)er  into  homeowners'  insur- 
ance, which  accounts  for  only  (>"'  of  its 
$2.14  billion  in  revenues.  Geico  has  also 
launched  an  auto  club  to  compete 
against  the  likes  of  the  American  Auto- 
mobile Assn.  But  most 
profit  growth  surely 
will  come  from  its 
core  car  policies. 

Geico's  secret  is  as 
simple  as  it  is  effec- 
tive; Be  incredibly 
picky  about  the  people 
it  insures,  coddle  safe 
drivers  with  low  prices 
and  good  service,  and 
maintain  one  of  the 
lowest  cost  structures 
in  the  business.  Avoid- 
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ing  the  15'/'  commissions  charged  by 
agencies,  Geico  can  underprice  such 
competitors  as  State  Farm,  Allstate,  and 
irr-Hartford  by  10'/'  to  15'/.  Instead,  it 
sells  its  policies  via  direct  mail  and  radio. 

Such  direct  underwriting,  as  it's 
known,  accounts  for  just  107'  of  the 
U.  S.  car  insurance  market.  But  the  low- 
cost  sales  method  holds  promise:  With 
premium  hikes  far  outpacing  inflation  in 
the  past  decade,  consumers  are  shopping 
for  cheaper  insurance  without  an  agent. 
"More  and  more  people  feel  they  can 
enjoy  the  lower  price  if  they  just  learn 
about  the  business  a  bit,"  says  M.  Pvlike 
Gates,  vice-president 
for  personal  lines  for 
rival  ITT-Hartford  In- 
surance Group. 

Among  drivers, 
Geico  has  a  well- 
earned  reputation  for 
being  finicky.  The 
company  will  quickly 
liump  up  rates  or  can- 
cel policies  for  even 
slightly  troublesome 
clients.  "If  you  have  a 
couple  of  accidents 
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that  are  your  fault,  we'll  start  to  look  a 
you  very  closely,"  says  Chief  Executiv 
William  B.  Snyder,  62.  "We  can  be  fairl 
unforgiving." 

Pickiness  keeps  Geico  the  No.  7  U.  S 
auto  insurer.  "They're  just  not  growinj 
in  terms  of  customer  base,"  says  Ed 
ward  B.  Rust  Jr.,  CEO  of  industry  leade 
State  Farm.  But  Snyder  is  happy  t( 
trade  size  for  profits.  Last  year,  whei 
most  insurers  took  it  on  the  chin,  Geico' 
net  earnings,  les 
onetime  tax  gains 
grew  67,  to  $19:i> 
million. 

NO  JUNK.  Much  0 
the  credit  for  Gei 
co's  turbochargec 
performance  goe 
to  Snyder,  a  Travel 
ers  Insurance  Co 
veteran  who  signec 
on  in  1977  anc 
helped  launch  a  pro 
gram  to  save  th( 
company.  Callec 
Operation  Boot 
strap,  its  central  te 
net  was  avoiding 
risky  clients.  Tha 
conservative  philos 
ophy  extended  to  its 
investments  as  well 
Today,  Geico's  $3 
billion  portfolio 
made  up  mostly  oi 
blue-chip  stocks  anc 
top-drawer  bonds,  i.' 
free  of  junk  deb' 
and  risky  real  estate  holdings. 

Yet  even  the  most  cautious  strategj 
couldn't  insulate  Geico  from  all  the  tur 
moil  in  the  $60  billion  property-and-casu- 
alty  market.  States  such  as  California 
Pennsylvania,  and  New  Jersey  have  im 
posed  rate  freezes  and  dictated  lower 
profit  returns.  Under  California's  Propo- 
sition 103,  Geico  is  sui)posed  to  refunc 
policyholders  $56  million  in  "excessive' 
premiums.  "Sheer  nonsense,"  says  Sny 
der,  who  is  fighting  the  ruling  in  court. 

In  the  meantime,  he  has  been  busilj 
buying  back  Geico  shares.  Last  year,  he 
spent  $100  million  on  700,000  shares,  anc 
the  board  has  authorized  the  purchase 
of  900,000  more.  The  campaign  has 
edged  up  Buffett's  position,  and  he' 
likely  gain  majority  control  this  year.  Is 
management  worried?  "He  doesn't  exer- 
cise any  control  over  the  company,"  in 
sists  Snyder'.  Even  if  he  did,  Snyder 
shouldn't  fret.  The  way  things  have 
been  going  at  some  other  Buffett  invest 
ments,  such  as  Salomon  Brothers  Inc 
and  the  Washington  Post  Co.,  he  should 
be  in  no  hurr-y  to  shift  gear-s  at  Geico. 

Hi/  Brian  Brernncr  in  Chcry  Chase,  Md. 
witii  David  Greising  in  Chicago 
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Before  you  ckoose  a  Jental  plan  tliat  promises 
manage  J  care,  make  sure  it  s  managed  well. 

W 

W  liilc  nianv  coinpamc?  mnnageJ  Jental  care  program?  promise  cost  containment 
features,  all  too  often  tliev  consist  iif  notliing  more  tlian  clisctnmting  and  sliiftiiig  costs  to 
employees.  □  But  Delta  Dental  is  different.  Since  f954,  we  liave  offered  managed  care  as 
part  of  a  total  process  that  delivers  real  \'alue  to  our  sidjscriljers.  lU  Our  contracts  vvitK 
tliousanJs  of  jiarticipating  dentists  nationwide  form  tlie  basis  of  a  system  of  ongoing 
quality  assurance  tliat  includes  pre-treatnient  and  post-treatment  reviews.  I  liis  ensures 
care  tliat  meets  the  Jental  prolession's  standards  wliile  limiting;  out-of-pocket  expenses  for 
employees  and  providing  true  cost  management  for  companies.  D  1  liat's  wliv  Delta  Dental 
lias  a  QS'Xi  customer  retention  rate,  covers  more  tlian  22  million  people  in  more  tlian 
.28,000  groups  and  pavs  more  tlian  S-2  liillion  a  year  for  dental  care.  IHl  lo  learn  more  atout 
how  yoiu' grouji  can  lienellt  Irom  tlie  specialists  wlio  pioneered  and  |iei4ected  tlie  manatjed 
care  concept  in  dental  plan?,  call  1-800-441-3434  today.  ^  DsltS  DCfltdl 

America's  Leader  in  DenUd  Health  Plans 
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TRANSPORTATION! 


STRIKING  GOLD 

IN  THE  CALIFORNIA  SKIES 


Southwest's  steady  expansion  has  the  majors  mighty  nervous 


Ei 


xecutives  at  Southwest  Airlines 
have  a  pet  phrase  to  describe  the 
carrier's  strategy:  Southwest 
doesn't  slap  the  "big  cats,"  says  Donald 
G.  Valentine,  vice-president  for  market- 
ing. "We  just  run  between  their  legs." 
By  stressing  short  flights,  second-tier 
airports,  and  no-frills  service,  the  Dallas 
carrier  has  avoided  head-on  competition 
with  the  giants — and  built  the  best  prof- 
it record  in  the  industry. 

Southwest's  through-the-legs  philoso- 
phy hasn't  changed.  But  lately,  the 
scra[)py  carrier  has  been  making  rivals 
yowl — particularly  in  California.  South- 
west began  a  push  into  that  state  two 
years  ago  and  is  already  the 
second-largest  player  after 
United,  with  %'>  ■'•  of  intrastate 
traffic  (chart).  Some  of  the 
megacarriers  were  already 
struggling  in  the  less-than- 
Golden  State.  By  pushing 
down  fares  by  60'/'  on  some 
routes,  Southwest  "is  keeping 
the  pain  up,"  says  Jeffrey  G. 
Katz,  in  charge  of  passenger 
sales  at  American  Airlines 
Inc.'s  western  division. 
BIG  BUG.  The  problem  is,  the 
giants  will  find  it  increasingly 
tough  to  walk  away  from  the 
heat.  In  the  past,  they  mostl\ 
surrendered  the  short-haul 
niche  to  Southwest,  which 
gets  its  30/' -plus  cost  advan- 
tage partly  from  higher  jjro- 
ductivity.  But  as  the  pesky 
airline  pushes  into  such  major 
population  centers  as  Califor- 
nia and  Chicago,  American, 
for  one,  is  rethinking  its  plan. 
Philip  Baggaley  of  Standard 
&  Poor's  Corp.  calls  South- 
west a  "500-pound  cockroach, 
too  big  to  stamp  out." 

The  huge  California  market 
is  particularly  well  suited  to 
Southwest.  Some  8  million 
passengers  each  year  fly  be- 
tween the  five  airports  in  the 
Los  Angeles  Basin  and  three 
in  the  San  Franciso  Bay  area, 
making  it  the  busiest  corridor 
in  the  country.  It  also  had  be- 
come one  of  the  pricier.  Con- 


sumers formerly  enjoyed  the  low  fares 
of  AirCal  and  Pacific  Southwest  Air- 
lines. But  in  the  late  '80s,  the  two  were 
swallowed  by  American  and  US.'^ir  Inc. 
In  time,  fares  began  edging  up.  "There 
was  a  yearning  for  the  resurrection  of 
PS.A.,"  says  Southwest  CEO  Herbert  D. 
Kelleher. 

Enter  Southwest,  whose  low  fares  and 
frecjuent  flights  persuaded  many  car- 
happy  Californians  to  fly  instead.  The 
market  expansion  has  been  dramatic.  On 
the  state's  Oakland-to-Ontario  route,  for 
instance,  total  air  traffic  soared  123'/'  in 
the  quarter  Southwest  started  service, 
says  Andrew  P.  Nocella,  an  aviation  ana- 


lyst at  Avmark  Inc.  And  Southwest  h: 
dragged  down  fares.  At  first,  the  Ontai 
io-Oakland  route  fell  from  an  average  o 
$102  to  $61  and  is  now  about  $40 

Competitors  are  taking  it  on  the  chir 
American,  which  dumped  its  unprofil 
able  L.  A.-to-San  Francisco  shuttle 
early  1991,  says  it's  dropping  nearly 
million  yearly  at  its  San  Jose  hub.  USAii  f 
too,  is  losing  money  in  California 
though  it  cut  service  dramatically  in  th 
region  last  year.  And  now  market-leade 
United  has  quit  flying  the  San  Diegc 
Sacramento  and  Ontario-Oakland  route 
where  Southwest  has  rapidly  built  sei 
vice.  Analysts  figure  United,  which  ha 
a  major  hub  in  San  Francisco,  is  in  tb 
red  in  California.  It  declined  to  comment 
COPYCAT,  Still,  the  big  carriers  can't  giv 
up  on  California.  This  critical  marke 
feeds  traffic  into  the  rest  of  their  sy: 
tems,  especially  more  lucrative  transcon 
tinental  and  trans-Pacific  routes 
And  they  must  serve  the  cor 
I'idor  to  keep  frequent  fli- 
ers happy. 

American,  often  the 
bellwether  of  in-  « 


KELLEHER:  THE 
BEST  PROFIT 
RECORD  IN  THE 
INDUSTRY 
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TAKING  ON 
THE  GIANTS 
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California  is 
the  busiest  air 
corridor  in  the 
country.  A 
market-share 
breakdown: 


FIGURES  DON  T  INCLUDE  COMMUTER  AFFILIATES 


▲  PERCENT 


DATA.  SOUTHWEST  AIRLIKES,  BASED  ON  TRANSPORTATION  DEPT  PASSENGER  BOARDING  REPORTS;  BW 


dustry  change,  is  taking 
the  threat  seriously  enougl 
to  consider  creating  its  owr 
no-frills,  Southwest-styl 
shuttle  at  its  San  Jose  hub 
"We  must  learn  how  to  com 
pete  with  those  that  offer  dif 
ferent  products  at  differen 
prices,"  says  CEO  Robert  L 
Crandall.  But  analysts  an 
skeptical,  noting  that  a  bare 
bones  shuttle  could  tarnisl 
the  image  of  American's  long 
haul  business. 

An  economic  rebound  ma^ 
delay  the  day  of  reckoning 
When  the  giants  are  earning 
millions  again,  "a  lot  of  th 
focus  on  Southwest  will  prob 
ably  be  dissipated,"  says  Kel 
leher.  Wishful  thinking?  May 
be.  But  even  if  he's  right, 
won't  be  long  before  tena 
cious  Southwest  pops  up  oi 
their  radar  screens  again. 

By  Wendy  Zellner  in  Dallas 
inth  Eric  Schine  in  Los  Angcle. 
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Let}s  get  down  to  business'"  Technology  is  amazing,  isn't  it?  Imagine,  phones  that  can  ring  up  sales.  Well  in  truth, 
ones  do  play  an  integral  part.  But  it's  people,  GTE  people,  who  really  make  it  work.  First,  we  begin  by  looking  closely  at  how  your 
siness  works.  Then,  we  evaluate  your  needs.  For  example,  are  you  linked  to  your  warehouse  across  town?  Can  customers 
vays  reach  you?  And  heaven  forbid,  are  you  losing  calls?  Next  we  recommend  solutions.  Ones  that  can  help  increase  new  and 
3eat  business.  Even  help  employees  be  more  productive.  The  goal,  of  course,  is  to  allow  you  to  concentrate  on  your  business. 
It  your  phones.  Because  we  all  know  in  retail  there  are  two  absolute  laws:  the  customer  is  always  right.  And  the  competition 
always  right . . .  behind  you.  For  more  information  about  ^J^^^^^^^^       y^"""  ^^'^^  Office. 


ctually,  we  can  make  them  both  ring.! 


THE  POWER  IS  ON 


It's  time  for  a  change  to  Gallo. 

, ..  Bring  out  the  delicate  flavors  of  this  salmon  mousseline 
with  our  California  Chardonnay.  Its  fresh,  inviting  taste 
lis  a  natural  with  today's  cuisine.  j  '  ; 


EXECUTIVE  PAY 

COMPENSATION  AT  THE  TOP  IS  OUT  OF  CONTROL  HERE'S  HOW  TO  REFORM  IT 


»3! 


Om-  liiconu's  arc  like  our  shoes;  if 
too  small,  tlieij  gall  and  pinch  us;  but 
if  too  large,  they  cause  us  to  stumble 
and  to  trip. 

— ('harles  C.  Colton,  English  clergy- 
man, 1822 


One  by  one,  some 
America's  most 
lucratively  paid 
executives  have  been 
making  the  pilgrimage 
to  the  spartan  offices  of 
United  Shareholders 
Assn.  In  recent  months, 
the  parade  has  included 
ITT  Corp.  Chairman 
Rand  V.  Araskog  and 
TAL  C-orp.  Chairman  Ste- 
phen M.  Wolf.  The  un- 
easy topic:  how  much 
money  each  is  paid. 

After  the  executives' 
visits  to  the  Washing- 
ton-based shareholder- 
advocacy  group,  both  of 
their  companies  an- 
nounced changes  in 
their  pay  [practices.  At 
ITT,  executive  stock  op- 
tions cannot  l;)e  exer- 
cised for  10  years  unless 
the  company's  stock 
rises  by  40'/;.  At  t^AL, 
executives  agreed  to  im- 
prove the  disclosui'e  of 
l)ay  ))olicies  to  share- 
holders. 

SHRILL  CHORUS.  The  epi- 
sodes underline  the  cur- 
rent l(i)ision  over  the  is- 
sue of  executive  pay. 
Throughout  the  1980s, "a 
hefty  runup  in  compen- 
sation for  chief  execu- 
tives sent  many  swag- 
gering off  to  the  bank. 
The  CEO  of  a  large 
American  corporation 
now  earns  about  $2  mil- 
lion a  year — a  sum  that 
has  more  than  tripled  in 
the  past  decade,  while 
the  pay  of  factory  work- 
ers has  failed  to  keej) 
pace  with  inflation.  As 


of  Corijorate 


American  companies  lose  ground  to  for- 
eign rivals,  whose  chiefs  are  often  paid 
pittances  by  U.  S.  standards,  the  debate 
over  executive  pay  is  reaching  fever 
pitch.  Now,  CEOs  are  on  the  defensive, 
stumbling  about  in  those  too-big  shoes — 
and  maybe  headed  for  a  fall. 

Even  some  of  the  country's  most 


prominent  executives  have  joined  the 
critical  chorus.  "The  American  public  is 
tired  of  seeing  executives  make  many 
many  millions  of  dollars  a  year  when  the 
stock  price  goes  down,  the  dividends  are 
cut,  and  the  book  value  is  reduced,"  says 
Stanley  C.  Gault,  chairman  of  Goodyear 
Tire  &  Rubber  Co.  Too  often,  he  adds 

pay  isn't  linked  to  howlS"! 
well  the  company's  own- 
ers do,  and  "the  only 
one  who  gets  the  short  ifl 
end  of  the  stick  is  the 
shareholder.' 

Not  every  corporate 
leader  sees  it  that  way 
For  some,  the  furor  over 
executive  pay  is  media- 
fueled,  populist  hooey 
They  argue  that  a  free 
market  for  wages  appro- 
priately rewards  produc 
tivity  and  talent,  to  the 
ultimate  benefit  of  the 
economy  and  the  nation 
"Tlie  prize  goes  to  the 
person  who  sees  the  fu 
ture  the  quickest,"  says 
William  P.  Stiritz,  chair- 
man of  Ralston  Purina 
Co.,  who  earned  $13.8 
million  in  salary,  bonus 


STRIVE  FOR  SIMPLICITY  1.  Return  to  the  basics.  Pay  the 
boss  a  salary,  bonus,  and  stock  options.  Throw  every  other 
pay  gimmick  out,  from  performance  shares  to  stock-apprecia- 
tion rights.  2.  Limit  perks,  golden  parachutes,  and  million- 
dollar  pensions.  3.  Fire  every  consultant  v^ho  tells  you  to  do 
otherwise.  4.  Don't  fudge  by  repricing  stock  options  if  your 
company's  shares  fall  below  their  exercise  price 


r  t 

IT  f 

k 


and  stock  awards  lastp » 
year. 

LOW  CEILING.  Of  course, 
there's  merit  in  both  po- 
sitions. The  prospect  of 
justly  rich  rewards  re- 
mains the  greatest  in- pre 
centive  to  innovation, 
risk-taking,  and  hard 
work.  But  the  executive- 
pay  derby  has  become, 
in  some  cases,  an  exces- 
sive free-for-all,  divorced 
from  the  reality  of  cor- 
porate results.  What  the 
boss  gets  paid  has 
ceased  to  be  an  issue  of 
economics  and  has  be- 
come instead  one  of 
leadership,  competitive- 
ness, and  fairness.  The 
swelling  chorus  of  pub- 
lic and  political  outrage 
makes  it  increasingly 
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jly  that  Corporate 
lerica  will  feel  the  ob- 
sive  hand  of  govern- 
nt  if  it  doesn't  clean 
its  act  on  its  own. 
Vh-dt  to  do?  The  right 
wer  won't  be  the  easy 
.  Already,  both  the 
ase  and  the  Senate 
e  passed  broad  tax 
kages  that  would  pre- 
t  companies  from  tak- 
a  deduction  on  pay  in 
ess  of  $1  million  per 
cutive,  a  cap  that  in- 
les  stock  options  and 
ks.  Representative 
rtin  0.  Sabo  (D-Minn.) 
;ld  have  established  a 
ing  at  25  times  the 
iry  of  a  company's 
est-paid  employee, 
iut  controlling  pay  by 
ation  would  lead  only 
higher  costs  for  the 
reholders.  Many  com- 
lies  would  simply  foot 
bill  for  the  tax,  just 
many  did  for  the  most 
ily  embroidered  gold- 
parachutes  of  the 
Os.  Ultimately,  the  an- 
?r  is  intertwined  with 
nde  range  of  other  is- 
s  involving  corporate 
/ernance,  sharehold- 
'  rights,  leadership, 
'-restraint,  and  proxy 
closure. 

Ake  all  other  con- 
cts,  wages  should  be 
t  to  the  fair  and 
?  competition  of  the 
rket  and  should  nev- 
be  controlled  by 
interference  of  the 
islatu  res. 

-David  Ricardo,  1817 

ticardo  is  still  right: 
3cutive  pay  doesn't  re- 
re  a  legislated  fix.  Re- 
m  needs  to  begin  in 
I    boardroom.  Even 


PAY  FOR  PERFORMANCE-FOR  REAL  1.  Limit  the  boss's 
base  salary  to  $1  million  a  year,  even  for  the  largest  compa- 
nies. Every  cent  beyond  that  cap  should  be  paid  only  when 
the  CEO  meets  tough  performance  targets.  Set  financial  goals 
against  an  industry  peer  group.  2.  Give  boards  discretion  to 
reward  improvement  in  such  key  areas  as  quality,  customer 
satisfaction,  and  management  development.  3.  Charge 
stock  options  against  earnings,  because  they  do  have  a  val- 
ue. 4,  Price  large  option  grants  at  a  premium,  so  sharehold- 
ers benefit  before  executives  5.  Encourage  stock  ownership 
among  executives 


lator  Carl  Levin,  the   

'ral  Michigan  Democrat  who  instigat- 

Senate  hearings  on  pay,  agrees  to 
t.  "I  don't  support  the  government 
ting  CEO  pay  in  the  tax  code,"  he 
's.  "Government  should  not  be  mak- 

decisions  as  to  what  the  right  levels 
[)ay  should  be." 

THE  ANTE.  The  traditional  regulator 
aains  the  best  one:  the  board  of  direc- 
s.  But  now  more  than  ever,  directors 
0  serve  on  the  compensation  commit- 
must  begin  to  assert  a  higher  degree 
independence.  Lawyers,  investment 
ikers,  and  consultants  who  draw  fees 


from  the  company  should  not  sit  on  the 
committee  that  sets  the  CEO's  pay.  Nei- 
ther should  such  committees  be  com- 
posed entirely  of  other  chief  executives, 
who  might  be  chummily  open  to  upping 
the  ante.  Indeed,  some  critics  suggest 
that  no  CEOs  should  sit  on  a  compensa- 
tion committee  at  all. 

Now,  pay  consultants  are  typically 
hired  by  the  CEO.  But  when  reviewing  a 
new  pay  plan  for  top  executives,  the 
compensation  committee  should  routine- 
ly be  able  to  hire  its  own  outside  consul- 
tant for  an  independent  second  opinion. 


At  a  minimum,  the  chief 
executive  should  excuse 
himself  from  the  room  so 
his  hired  adviser  and  the 
directors  can  speak  more 
freely  on  the"  boss's 
pay — still  a  rarity  in  the 
boardroom. 

Besides  changing  the 
process  by  which  pay 
plans  are  considered, 
boards  should  change  the 
principles  that  govern  the 
process.  Compensation 
levels  should  be  based 
not  on  what  other  compa- 
nies do,  but  on  what  a 
management  team  ac- 
complishes. For  years, 
compensation  surveys 
have  served  only  to 
ratchet  up  pay:  If  each 
company  seeks  to  pay  its 
own  executives  in  the  top 
quartile  of  the  industry, 
compensation  is  perpetu- 
ally forced  upward.  In- 
stead, if  a  company's  per- 
formance is  average  for  a 
given  group,  pay  should 
be  only  average.  Then, 
eliminate  the  bewildering 
array  of  safety  nets  and 
giveaways  that  puts  cash 
and  stock  into  the  hands 
of  top  executives  regard- 
less of  how  their  compa- 
nies perform  (table, 
page  55).  Stock-apprecia- 
tion rights,  performance 
shares  and  units,  and  re- 
stricted stock — except 
when  used  in  lieu  of 
cash — should  be  relegat- 
ed to  the  scrap  heap. 
MISSING  LINK.  In  chop- 
jjing  these  giveaways,  di- 
rectors should  aim  for 
simplicity.  The  intensity 
of  today's  debate  over 
pay  has  opened  the  gates 
to  a  drove  of  hungry  con- 
sultants peddling  novel 
and  quirky  ideas — ways 
to  index  stock  options, 
link  corporate  cash  flow 
to  bonus  payouts,  or  offer  nonrecourse 
loans  to  e.xecutives  to  buy  stock.  Mostly, 
what  they  do  is  further  complicate  a  pro- 
cess that  is  too  complicated  to  begin 
with,  and  make  it  all  the  harder  for 
shareholders  to  figure  out  who's  really 
getting  paid  what.  "I'm  frustrated  by 
layers  of  compensation  programs  that 
are  difficult  to  understand,"  says  Donald 
S.  Perkins,  the  former  chairman  of  Jew- 
el Cos.  and  a  director  on  seven  compen- 
sation committees.  "What  we  ought  to 
be  preaching  in  corporate  halls  is  sim- 
plicity. As  soon  as  a  program  doesn't 
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work,  we  need  not  invent  a  new  one." 

Simplicity  does  not  necessarily  mean 
low  pay.  But  it  should  mean  untlerstand- 
able  i)ay  and  compensation  justified  by  a 
job  well  done.  For  decades,  the  clamor 
has  been  for  pay  for  performance,  an 
often-empty  slogan  for  legions  of  consul- 
tants selling  the  latest  newfangled  plan. 
The  missing  link — between  pay  and  the 
corporation's  performance — has  mysti- 
fied investors,  employees,  academics, 
and  politicians. 


That  means  directors  should  not  re- 
ward executives  for  short-term  runups 
in  stock  price  or  earnings  per  share  but 
for  the  long-term  intangibles  that  create 
competitive  advantage.  "That  can  be 
anything  from  becoming  the  leader  in 
electronics  to  staying  alive  in  the  steel 
industry,"  notes  Freidheim.  True,  it  can 
be  hard  to  measure  objectively  how  well 
an  executive  has  improved  comparative 
quality,  enhanced  a  company's  reputa- 
tion, developed  its  management  depth. 


INCREASE  BOARD  SCRUTINY  1.  Add  non-CEOs  to  the  compensation 
committee.  Exclude  investment  bankers,  lawyers,  and  consultants  who 
draw  fees  from  the  company.  2.  Hire  an  outside  consultant  to  provide  di- 
rectors with  a  third-party  opinion  on  the  CEO's  package.  3.  Pay  directors 
in  stock  to  forge  better  links  with  the  company's  shareholders 


What's  badly  needed  is  clarity.  Com- 
pensation should  be  composed  of  a  sala- 
ry, a  bonus,  and  a  single  stock-option 
plan  that  encourages  ownership.  Consid- 
er the  example  of  paying  a  Ijase  salary 
of  $()()(), 000  with  a  cash  bonus  of  e(jual 
amount.  Half  the  bonus  would  be  contin- 
gent on  meeting  stringent  standards  of 
financial  performance.  The  compensa- 
tion committee  would  hand  out  the  rest 
not  for  so-called  pay  for  performance, 
but  for  what  Cyrus  F.  Freidheim,  vice- 
chairman  of  Booz  Allen  &  Hamilton  Inc., 
calls  "pay  for  competitiveness." 


or  boosted  its  productivity.  But  it's  vital 
to  do  so — and  vital  to  try  to  link  execu- 
tive pay  to  such  yardsticks. 

Detroit's  Big  Three  are  an  object  les- 
son in  the  distinction  between  pay  for 
earnings  or  stock  performance  and  [lay 
for  competitiveness.  During  the  appar- 
ent prosperity  of  the  1980s,  auto  makers 
racked  up  years  of  record  earnings, 
while  their  CEOs  raked  in  ever-more-lu- 
crative pay  packages.  But  much  of  the 
profit  was  the  result  of  voluntary  import 
restraints  set  by  the  Japanese.  In  fact, 
even  as  U.  S.  carmakers  posted  record 
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results,  they  were  becoming  less  con 
petitive  because  they  were  losing 
ground  in  quality,  customer  satisfaction 
and  productivity.  Such  notions  still  re 
main  largely  absent  from  the  pay-for  P 
performance  debate. 

Nothing  has  contributed  more  to  th( 
disjunction  between  pay  and  perfor 
mance  than  the  stock  option.  When  i 
came  into  vogue  after  Congress  grantee 
it  favorable  tax  treatment  in  1950,  few 
could  imagine  the  impact  stock  options 
would  eventually  have  on  the  compensa 
tion  game.  In  the  early  days,  stock-op 
tion  awards  were  fairly  conservative 
even  miserly.  But  since  the  late  1960s 
the  average  size  of  an  option  grant  ha; 
tripled,  as  boards  began  doling  out  stoci 
options  like  Monopoly  money.  In  1989 
Walt  Disney  Co.'s  Michael  D.  Eisner  wa: 
handed  a  then-unprecedented  2  millior 
options — a  record  broken  a  year  latei 
when  Anthony  J.  F.  O'Reilly,  chairmar  nut 
of  H.  J.  Heinz  Co.,  received  a  4  millior|  k 
grant  in  one  fell  swoop.  And  earlier  op- 
tion grants  have  made  O'Reilly  the  win 
ner  of  this  year's  pay  derby  so  far,  with 
a  new  one-year  record  of  $75.1  million  in 
pay,  bonus,  and  stock  options  (page  51 

The  sad  truth  is  that  accounting  rules 
make  options  as  free  as  those  tinted  dol 
lars  in  the  Parker  Brothers  game.  It' s|  19.5 
funny  money.  Everyone  agrees  that  s^m 
stock  option  has  real  value,  yet  compa 
nies  are  not  required  lo  charge  them 
against  earnings.  Because  option  awards 
are  essentially  free,  they're  "never  mea- 
sured, never  managed,"  says  Raymond 
C.  Lauver,  a  former  member  of  the  Fi- 
nancial Accounting  Standards  Board 
(F.ASB). 

SHARP  UPSWING.  The  grants  grew  be 
yond  the  imaginations  of  directors,  many 
of  whom  were  as  surprised  or  shocked 
as  the  public  to  see  what  value  they 
eventually  had.  "This  stock-market  esca- 
lation has  meant  that  some  of  these 
numbers  aren't  what  we  all  meant  them 
to  be,"  says  Donald  P.  Jacobs,  dean  of 
Northwestern's  J.  L.  Kellogg  Graduate 
School  of  Management  and  a  director  on 
several  compensation  committees. 

What  that  means  is  that  much  of  the 
vast  rewards  reaped  by  chief  executives 
has  been  a  product  not  of  their  perfor- 
mance but  of  the  general  upswing  in  the 
market  or  inflation.  American  Telephone 
&  Telegraph  Co.  partly  acknowledged 
this  problem  in  adopting  a  new  stock- 
option  plan,  under  which  most  options 
are  priced  at  a  premium  of  between  207" 
and  507.  In  the  case  of  Chief  Executive 
Robert  E.  Allen,  for  example,  one  of  ev- 
ery four  of  his  options  bears  a  price  of 
$58.03,  507  more  than  the  $38.69  value 
of  the  stock  at  the  time  of  grant. 

The  upshot:  AT&T  shares  must  rise  by 
more  than  507  before  a  quarter  of  Al- 
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s  options  will  be 
•th  anythinj;.  In 
fting  the  plan, 
:T  rejected  the 
of  restricted 
res  or  a  stock- 
ion  megagrant 
hout  any  strings 
iched.  "We're  try- 
not  to  give  some- 
ly  a  gift,"  ex- 
ins  Harold  W. 
•lingame,  an  AT&T 
ior  vice-president, 
ily  after  you  de- 
ir  something  to 

shareholder  do 

reach  a  new  pla- 
u."  Directors 
lid  do  well  to  fol- 
at&T's  lead,  pric- 
all  sizable  option 
nts  at  a  premium 
narket. 

.UE  LINE.  The  idea 
charging  options 
inst  earnings  is 
dly  outlandish  or 
)recedented,  ei- 
r.  Figuring  out  a 
ie  for  stock  op- 
is  was  an  impor- 
t  issue  in  the  ear- 
1950s,  although 
auntants  couldn't 
ee  on  any  ap- 
ach.  When  the  Accounting  Principles 
ird  took  a  look  at  it  in  1972,  it  was 
pped  again  for  much  the  same  rea- 
s.  "It  was  obvious  then  that  the  op- 
1  was  a  valuable  privilege,"  says  Da- 
Norr,  a  board  member  at  the  time, 
le  right  to  issue  stock  is  a  license  to 
it  money.  It  is  compensation,  and  it 
uld  be  measured."  When  the  succeed- 
FASB,  heavily  lobbied  by  business  in- 
ists,  took  the  issue  up  again  in  1984, 
'ent  nowhere  and  was  again  put  aside 
5e  years  later.  Yet  each  time  the  is- 
was  raised,  FASB  board  members 
ed  unanimously  that  options  result  in 
expense  that  should  be  recognized  in 
smpany's  financial  statements, 
'reating  options  as  an  expense  would 
e  a  noticeable  impact  on  some  corpo- 


IMPROVE  DISCLOSURE  1.  Report  pay,  bonus,  and  option  gains  in  a 
single,  easy-to-read  table.  2.  Include  data  for  three  years  to  allow 
investors  to  make  comparisons.  3.  When  a  new  option  plan  is  adopted, 
include  an  "impact  statement"  detailing  the  potential  value  of  the 
plan  to  the  top  officers  if  the  stock  annually  appreciates  by  5%, 
10%,  or  20%  over  the  10-year  period  of  the  grant 


rate  earnings  in  this  day  of  megagrants. 
Hay  Group  Inc.,  a  consulting  firm,  uses 
the  example  of  a  company  with  100  mil- 
lion shares  outstanding,  a  $40  share 
price,  and  $200  million  in  pretax  profit. 
If  the  company  grants  a  typical  17'  of  its 
shares  a  year  as  options,  the  charge  to 
earnings  would  be  57  of  reported  prof- 
its. That  sort  of  penalty  would  almost 
certainly  curtail  the  abuses  that  have 
become  too  prominent.  If  some  compa- 
nies with  broad-based  option  plans  be- 
lieve they  are  still  important  for  morale 
and  motivation  of  the  work  force,  they'll 
continue  to  pay  for  them. 

All  the  rhetoric  claiming  that  stock 
options  are  important  in  forging  a  link 
between  the  chief  executive  and  the 
shareholders  is  just  that:  rhetoric.  It  is 


stock  ownership,  not 
options,  that  forge 
the  connection.  As 
Warren  E.  Buffett 
once  observed,  the 
executive  does  not 
lose  any  money  on 
an  option  when  the 
stock  price  plum- 
mets, because  he  is 
not  required  to  in- 
vest. Or  as  the  well- 
known  pay  critic 
Graef  S.  Crystal 
puts  it:  "While  the 
shareholders'  boat  is 
parting  the  waves 
and  going  down  to 
Davy  Jones's  locker, 
the  CEO  is  sitting  on 
the  QE2  in  a  plush 
deck  chair." 

To  build  a  better 
link  with  sharehold- 
ers, directors  must 
formally  or  informal- 
ly encourage  execu- 
tives to  hold  on  to 
their  stock  for  a  de- 
fined period  of  time. 
There  are  some 
signs  of  change  tak- 
ing place  here.  So 
far,  one  company  in 
10  boasts  that  it  has 
specific  stock-owner- 
ship objectives  for  executives,  and  one  in 
four  restricts  or  discourages  its  execu- 
tives from  selling  the  stock.  At  a  few 
companies,  according  to  a  recent  survey, 
a  stock  sale  by  an  executive  will  affect 
the  number  of  future  stock  options  he  or 
she  receives  and  might  even  be  regarded 
as  corporate  disloyalty. 
SMOKE  AND  FOG.  Finally,  companies 
must  improve  the  disclosure  of  their  pay 
plans.  A  good  deal  of  the  skepticism 
over  pay  results  from  the  public's  inabil- 
ity to  understand  it.  Many  companies 
have  contributed  to  the  problem  by  mak- 
ing the  proxy  statement  an  exercise  in 
obfuscation.  "The  growth  in  long-term 
compensation  was  largely  because  it 
was  far  less  disclosed  and  certainly  far 
less   understandable,"   says  Jerry  K. 


UARY  AND  BONUS  The  a  verage  pay  and 
Dnus  for  the  chief  executive  of  a  major  U.S. 
jrporation  is  more  than  $1.2  million 

rOCK  OPTIONS  With  other  long-term  incen- 
/es,  these  rights  to  buy  c  fixed  number  cf 
lores  at  a  fixed  price  bring  the  average 
EO's  pay  to  about  $2  million  a  year 

ESTRICTED  STOCK  Full  ownership  of  these 
ock  grants  is  restricted  based  on  certain  time 
sriods  or  performance  goals 


A  GUIDE  TO  THE  GOODIES 

STOCK-APPRECIATION  RIGHTS  These  per 
mit  an  executive  to  take  out  the  gain  in  a 
stock  option  without  making  any  investment 

PERFORMANCE  SHARES  Executives  get  a 
grant  of  free  shares  if  the  company  hits  cer- 
tain performance  targets 

PERFORMANCE  UNITS  Rather  than  stock, 
cash  awards  based  on  'units'  of  stock  are 
doled  out  to  executives  if  the  company  meets 
its  performance  goals 

DATA:  BW 


PERSONAL  FINANCIAL  CONSULTING  Many 
companies  now  foot  the  bill  for  the  CEO's  own 
financial  consultant.  H.J.  Heinz,  for  example, 
paid  CEO  Anthony  O'Reilly  $471,350  for  fi- 
nancial advice  from  1987  to  1990 

GOLDEN  PARACHUTE  If  they  lose  their  jobs, 
most  big-company  CEOs  now  get  at  least 
three  times  their  annual  pay  and  bonus  as  a  fi- 
nal goodbye  payment,  as  well  as  immediate 
access  to  most  of  their  stock  options. 
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Pearlman.  chairman  of  Zenith  Electron- 
ic* Corp. 

Some  companies,  have  ah-eady  taken  a 
leadership  position.  Citicorp,  for  exam- 
ple, now  reports  on  pay.  bonus,  and 
stock-option  payoffs  in  a  single,  easy-to- 
read  table  in  its  proxy.  Another  table 
includes  pay  totals  for  each  of  the  past 
three  years,  so  investors  can  figure  out 
on  tlieii"  own  wheth.er  the  top  executives 
received  increases  or  cuts  in  pay. 

a  company  installs  a  new  stock 
plan,  it  should  include  a  short  "impact 
statement"  similar  to  the  one  tliat  is 
used  to  estimate  'tension  benefits.  The 


table  would  detail  the  potential  value  of 
a  stock-option  grant  under  tliree  differ- 
ent scenai-ios.  given  amiual  rises  in  the 
stock  of  5"f.  10^'.  and  20^t.  If  Heinz  had 
made  such  calculations  public  in  gi\ing 
O'Reilly  a  4  million-share  option  grant, 
investors  would  know  that  he  stands  to 
gain  rouglily  §75  million  at  o'^'c,  §190  mil- 
lion at  lO^r"  and  §620  million  at  20""^— 
over  the  lO-yeai*  period  of  tlie  opnon. 
Put  another  way,  O'Reilly  stands  to  reap 
§75  million  of  reward  if  the  stock  price 
rises  by  less  than  the  retuni  on  a  Trea- 
suiy  bill.  That's  a  strong  argument  for 
premium  pricing  of  options. 


People  of  pririlege  uill  always  m  u 
their  complete  destruction  rather  tha.  t' 
sia-render  any  material  part  of  the, 
advantage. 

— ^Johii  Kenneth  Galbraith,  1977 

The  debate  over  pay  has  moved  out  ( 
the  boardroom  and  squarely  into  the  p( 
•  litical  arena — a  fact  reinforced  by  th 
concerns  over  compensation  raised  froi 
such  disparate  quarters  as  both  Demc 
cratic  front-runner  Bill  Clinton  and  Vic( 
President  Dan  Quayle.  "If  you  can  hav 
tliat  much  unanimity-  from  that  wide 
gap  on  the  political  sviecti-um.  that  prol 


IS  THE  TOP  BRASS  OVERPAID 


PAY  CRITIC  GRAEF  S.  CRYSTAL  Hi?  dctnic:urf 

dub  Itim  the  darling  of  the  corporation- 
bashers.  Tlie  former  pay  consultant  and 
business-school  professor  has  done  more 
than  anyone  else  to  heighten  sensitixity 
over  executive  pay  in  the  boardi-ooms  of 
Coi"porate  America.  EA'en  so,  he's  skepti- 
cal about  recent  disclosures  by  several 
companies,  including  Westinghouse  Elec- 
tric Corp..  that  they've  cut  CEOs'  pay. 
"To  appease  the  public."  he  says, 
"they're  cutting  tlie  cash  and  then  com- 
ing through  the  back  door  with  a  big 
option  package.  It's  not  a  cut.  It's  a  huge 
increase,  in  drag." 

To  increase  accountabilin".  Cr\-stal  be 
lieves  no  chief  executives  should  sit  on 
compensation  committees  of  other  com- 
panies' bciards.  "One  way  for  a  CEO  to 
assure  he's  paid  at  the  maximum  is  to 
pack  his  compensation  comminee  with 
other  CEOS." 

'VMiat  those  committees  might  explore 
are  two  approaches  to  pay:  One  alterna- 
tive, says  Cn'stal.  is  to  pay  plent\-.  but 
only  when  tlie  chief  executive  delivers 
big  rewards  to  his  shareholders.  Tlie  oth- 
er is  to  adopt  the  Japanese  model.  "They 
don't  even  tr>"  to  pay  for  performance." 
he  says.  "They  don't  have  any  long-tenn 
incentives.  At  the  end  of  the  yeai*.  tlie 
:eo  gets  about  §500.000  in  Japan  . . .  and 
■jiai's  it." 


KPMG  PEAT  WARWICK'S  PETER  T.  CHINGOS  For 

two  decades,  he  has  been  a  top  pay  con- 
sultant working  with  major  corporations 
on  the  design  of  packages  for  chief  exec- 
utives. As  tlie  partner  who  heads  the  big 
accounting  firm's  compensation  practice, 
he  can't  recall  a  time  of  greater  furor 
over  tlie  issue.  "We're  reaching  hysteri- 
cal levels  of  concern."  he  says.  "It's  more 
of  a  knee-jerk  reaction  and  a  paranoia. 
Tliere  are  cleai-  examples  of  abuses  out 
tliere.  and  we  need  to  contain  those,  but 
they  make  up  only  a  small  minorit\\" 

For  tlie  first  time  m  his  career.  Chin- 
gos  says  some  compensation  comminees 
are  asking  the  CEO  to  leave  the  room  so 
that  dii-ectors  can  speak  with  tlie  consul- 
tant privately  about  the  boss's  pay  pack- 
age. "EA"en  companies  that  pay  their  ex- 
ecutives conservatively  now  want 
validations,  second  opinions,  and  more 
data." 

Chingos  believes  that  liigh  pay  reflects 
the  limited  number  of  executives  who  are 
able  to  nm  large  organizations  success- 
fully. "How  many  Michael  Eisners  are 
there  in  the  world"?"      •..?]■;?.  "Companies 
have  to  pay  a  pren;:  isiness  lumi- 

naiies.  If  a  CEO  c&;.  ..  .  ..".t  the  kinds  of 

shareholder  gams  created  by  an  Eisner 
or  [H.  J.  Heinz's  Anthony]  O'Reilly, 
boards  are  happy  to  give  him  what  he 


SENATOR  CARL  LEVIN  (D-MICH.)  Whe  ■ 

held  his  first  hearing  last  May  on 
he  termed  "runaway"  executive  paj 
chairman  of  a  governmental  affairs 
committee  could  persuade  only  one 
senator  to  attend  the  session.  A 
stopped  by  long  enough  to  read  a  ! 
ment  and  leave.  Undatmted,  Le\ii  a 
came  a  key  player  in  the  pay  de 
introducing  a  bill  to  require  better  d  - 
sure  of  compensation  practices, 
liberal  Democrat  must  have  taken  ■ 
personal  pleasure  when  the  issue  i 
headlines  dtiring  President  Bush's  i 
mission  to  Japan  and  when  the  Secui 
&  Exchange  Commission  subsequ< 
proposed  new  disclosure  rules  on  ps 

Le\in,  who  earns  roughly  S125.0 
year,  says  he  found  it  appalling 
"companies  were  laying  off  worj 
asking  workers  for  sacrifices,  whil 
the  same  time  their  CEOs  were  sig 
cantly  increasing  their  own  sal  a 
When  there  is  no  relationship  ben' 
pay  and  profitabiht\-  of  the  company, 
are  in  an  anticompetitive  position.' 

Intrigued  by  studies  that  show  ex 
tive  ownership  of  stock  falling  in  re 
years,  he  wants  the  government  tc 
quire  executives  to  hold  exercised  s 
options  for  a  minimum  period  to 
tain  a  link  between  perfonnance  an( 
rxec-Jtive"?  owt.  financial  situation. 


56  iuS'iNSSS  vVtfk  f/.iRCH  3C 


needs  a  solution," 
irilies  &  Exchange 
imission  Chairman 
lard  C.  Breeden 
ned  a  group  of  cor- 
ite  leaders  at  a  re- 
,  conference  on  pay. 
an  only  advise  you: 
kle  your  seatbelts." 
arporate  America's 
ipy  ride  is  already 
land.  As  the  latest 
h  of  proxies  tumbles  out,  many  ob- 
ers  expect  to  see  rising  numbers,  as 
;utives,  spurred  by  the  surprising 
r  of  the  stock  market,  exercise  op- 
5.  In  February,  the  SEC  agreed  to 


HOW  COMPANIES  ARE  REFORMING  PAY  PRACTICES 


AT&T  tinking  option  awards  to  stock  performance.  Pricing  most  options  at  a  20% 
to  50%  premium 

AVON  Freezing  the  salary  and  slashing  by  half  the  bonus  of  CEO  for  five  years  in 
return  for  stock  options 

CITICORP  Disclosing  three  years'  pay  data  for  top  executives  in  proxy.  Includes 
data  on  cash  bonuses,  restricted  stock,  and  options  in  one  table 

ITT  Requiring  stock  prices  to  rise  by  at  least  40%  or  v/ait  10  years  before  execu- 
tives con  exercise  any  options 

UAL  Improving  dislosure  of  pay  practices  in  proxy  statements;  providing  its  com- 
pensation committee  access  to  an  independent  consultant 


allow  nonbinding  shareholder  votes  on 
compensation  at  such  companies  as  Bell 
Atlantic,  Chrysler,  and  Eastman  Kodak. 
Together  with  the  latest  paychecks,  that 
shift  will  make  this  year's  annual  meet- 


ings a  lively  show,  as 
disgruntled  laid-off  em- 
ployees and  corporate 
gadflys  confront  man- 
agement. "You  are  go- 
ing to  see  shareholder 
meetings  turn  into  pay 
free-for-alls,"  predicts 
Michael  S.  Kesner,  a 
partner  at  Arthur  An- 
dersen &  Co. 
To  blunt  the  reform 
movement,  the  Business  Roundtable  has 
weighed  in  with  its  own  lukewarm  agen- 
da that  includes  measures  already  prac- 
ticed by  many  boards.  And  some  of  the 
best-known  corporations,  including  Avon 


BIG  GUNS  SOUND  OFF 


>URINA  CEO  WILLIAM  P.  STIRITZ  Like 
)  executives,  the  chieftain  of  one 
vorld's  leading  food  companies 
he  current  brouhaha  over  execu- 
largely  on  media  hype.  "It's  the 
orm  of  yellow  journalism,"  he 
rters,  after  a  shareholder  asked 
)n  about  his  pay — $13.8  million 
r  in  salary,  bonus,  and  stock 
-at  the  company's  annual  meet- 
nuary.  "It's  an  easy  hit ...  a  red 
It  raises  highly  divisive  issues 
employees,  shareholders,  and 
nent." 

ritz'  way  of  thinking,  critics  of- 
ook  what  he  considers  the  "most 
ictors"  in  setting  pay:  the  size  of 
)any  and  its  competitive  position 
iustry.  "The  popular  press  and 
?-pay  pundits  often  mislead  and 
ilify,"  Stiritz  says  in  a  written 
to  BUSINE.SS  WEEK.  "They  ig- 
t  to  be  assessed  fairly,  executive 
ation  needs  to  be  viewed  in  rela- 
isets  under  management ....  In- 
ompensation  needs  to  be  aligned 
unique  challenges  and  degree  of 
'  of  the  tasks  at  hand.  No  gener- 
idustry-pay  ratios,  ranges,  or 
effectively  be  applied  as  mecha- 
control  management  compensa- 
te still  expecting  high  risk-re- 
'formance." 


UNITED  SHAREHOLDERS  ASSN.  PRESIDENT 
RALPH  V.  WHITWORTH  As  the  head  of  this 
shareholder-advocacy  group  based  in 
Washington,  Whitworth  believes  execu- 
tive pay  is  a  symptom  of  what  he  consid- 
ers the  larger  problem  of  lack  of  ac- 
countability in  Corporate  America. 
Founded  in  1986,  the  association  boasts 
65,000  members,  mostly  small  investors 
who  often  feel  they  constitute  the  silent 
majority  of  shareholders.  "The  CEOs  are, 
by  and  large,  setting  their  own  pay," 
Whitworth  says.  "They  pick  the  board  of 
directors,  and  they  pick  the  compensation 
consultant.  The  ultimate  solution  is  to 
have  a  truly  independent  board.  Today, 
you  can't  find  a  board  member  in  Ameri- 
ca who  was  nominated  and  elected  by  the 
shareholders. 

"Executive  pay  is  irrational.  There's  no 
connection  between  pay  and  perfor- 
mance. Instead,  compensation  is  based 
more  on  the  size  of  a  company,  and  that 
only  encourages  empire-building.  [Com- 
panies would]  like  you  to  believe  that 
high  salaries  must  be  paid  to  attract  and 
retain  these  chief  executives.  It's  not 
true.  About  807c  of  all  CEOs  come  from 
within  their  own  companies,  and  they 
have  been  salivating  for  the  job  for 
years.  In  a  free  market,  they  would  prob- 
ably take  the  job  for  a  pay  cut,  because 
of  the  perks,  power,  and  prestige." 


SANYO  ELECTRIC  PRESIDENT  SATOSHI  lUE  As  a 

leader  of  one  of  Japan's  first-rank  con- 
sumer-electronics giants,  lue  doesn't 
earn  nearly  as  much  as  the  typical  Amer- 
ican corporate  chieftain.  Average  pay  for 
the  CEO  of  a  big  company  in  Japan  is 
roughly  one-fourth  as  much  as  his  Amer- 
ican counterpart's — a  fact  that  often  sur- 
faces in  the  debate  over  executive  pay. 
But  lue  cautions  against  making  such 
simplistic  comparisons. 

"It's  very  hard  to  compare  America 
and  Japan,  first  because  we  don't  have 
enough  information,  and  second  because 
the  job  is  so  different  in  the  two  coun- 
tries," he  says.  "In  many  cases,  the  pres- 
ident of  an  American  company  is  carry- 
ing 907'  of  the  responsibility  for  making 
decisions  attached  to  that  office.  That's 
rarely  the  case  in  Japan,  where  so  much 
of  the  burden  of  decision-making  is  dis- 
tributed among  subordinates  and  where 
so  much  is  ultimately  decided  by  group." 

lue  says  his  frequent  travels  to  the 
U.  S.  have  led  him  to  the  conclusion  that 
American  chief  executives  put  in  more 
hours  on  the  job  than  many  top  execu- 
tives of  Japanese  concerns.  "My  feeling 
is  that  American  company  presidents 
work  extremely  hard  and  are  under  a  lot 
of  stress.  If  I  had  to  work  in  America, 
it's  quite  possible  I'd  want  to  be  compen- 
sated like  an  American." 
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Products,  IBM,  and  Westinghouse,  have 
taken  to  trumpeting  CEO  pay  cuts.  "It 
used  to  be  that  you  announced  your 
earnings,"  adds  Kesner.  "Now,  you  say: 
"Earnings  are  down,  and  so  is  the  CEo's 
pay.'  It's  the  new  disclosure." 

But  with  much  of  the  disclosure  still 
of  the  old,  ever-upward  variety,  the  de- 
bate over  compensation  is  unlikely  to 


find  a  cjuick  resolution.  Greed  knows  no 
bounds.  Compensation  is  a  complex  and 
controversial  issue.  Few  critics  agree 
even  about  the  precise  nature  of  the 
problem,  let  alone  its  solutions.  Yet  sub- 
stantial reform  is  sorely  needed,  and 
some  companies  are  beginning  to  move. 
"This  is  a  battleship,  and  I  think  it's 
turning  in  the  water,"  says  Perkins. 


"But  it's  going  to  take  time  to  turn,  fc 
a  very  simple  human  reason:  It's  hard  t, 
take  away  a  benefit."  That  may  b( 
Sooner  or  later,  however,  Corporat 
America's  chieftains  will  have  to  settl 
for  shoes  that  fit. 

By  John  A.  Byrne  hi  Xeir  York;  wit 
Dean  Foust  in  Wasliington,  Lois  Therrie 
■in  Chieago.  and  bureau  reports 


TONY  O'REILLY:  TURNING  KETCHUP  INTO  BIG  DOUGH 


:''s  charming,  worldly,  and 
shrewd.  Now  add  superrich  to 
I  the  adjectives  often  used  to  de- 
scribe Anthony  O'Reilly,  chief  execu- 
tive of  H.J.  Heinz  Co.  O'Reilly  may 
have  set  a  new  record  in  executive  pay 
last  year  by  collecting  $75.1  million  in 
salary,  bonus,  and  stock  options. 

Is  any  business  executive 
worth  that  much  dough?  Heinz 
directors  certainly  think  so.  "I'm 
not  a  hero  worshiper  normally, 
but  I  tell  you  this  guy  really  is 
unusual,"  says  Heinz  director  F. 
James  McDonald,  a  former  Gen- 
eral Motors  Corp.  president  who 
heads  the  compensation  commit- 
tee. "We  feel  that  we've  got  for 
the  company — for  the  sharehold- 
ers— an  excellent  contract  with 
an  outstanding  CEo." 

The  vast  majority  of  O'Reilly's 
$75.1  million,  of  course,  was  the 
result  of  an  exercise  of  stock  op- 
tions, some  of  which  were  grant- 
ed to  him  as  far  back  as  Janu- 
ary, 1982.  O'Reilly's  base  salary, 
at  .$514,000,  certainly  wouldn't 
break  any  pay  records.  "I  proba- 
bly have  one  of  the  lowest  base 
salaries  in  Pittsburgh  for  some- 
one who  runs  a  company  of 
Heinz's  size,"  says  O'Reilly.  Add 
his  short-  and  long-term  bonuses 
based  on  operating  goals,  and 
his  cash  compensation  came  to 
$8.6  million  for  the  fiscal  year 
ended  May  1.  Stock  options,  he 
says,  are  the  ultimate  perfor- 
mance incentive.  "As  a  manager, 
I  believe  it,  and  as  an  owner  of  a 
publicly  traded  company,  I  prac- 
tice it,"  says  O'Reilly,  who  is 
Heinz's  third-largest  sharehold- 
er, with  a  1.6''  stake  worth 
$1-52.5  million. 

FUTURE  GAINS.  There's  no  doubt 
that  O'Reilly  has  done  well  by 
Heinz  investors.  Including  rein- 
vested dividends,  shareholders 
gained  an  annual  return  of  21.57< 
for  the  10  years  ended  Dec.  31, 
far  outstripping  the  15.5%  for 


the  Standard  &  Poor's  500-stock  index. 
Even  so,  Heinz's  impressive  record 
trails  those  of  such  key  food-industry 
competitors  as  Sara  Lee,  Philip  Morris, 
and  Kellogg,  which  boasted  annual 
shareholder  returns  of  over  309?  for 
the  past  10  years.  For  the  first  nine 
months  of  fiscal  1992,  Heinz  reported  a 


O'REILLY  MAY  SET  A  NEW  RECORD 


Year 

Highest-paid  CEO/Compony                  Total  pay/Millions 

1991 

ANTHONY  O'REILLY  H.  J.  Heinz 

$75.1 

1990* 

STEPHEN  WOLF  UAL 

18.3 

1989 

CRAIG  McCAW  McCaw  Cellular 

53.9 

1988 

MICHAEL  EISNER  Walt  Disney 

40.1 

1987 

CHARLES  LAZARUS  Toys  'R'  Us 

60.0 

1986 

LEEIACOCCA  Chrysler 

20.5 

1985 

VICTOR  POSNER  DWG 

12.7 

1984 

T.  BOONE  PICKENS  Mesa  Petroleum 

22.8 

1983 

WILLIAM  ANDERSON  NCR 

13.2 

1982 

FREDERICK  SMITH  Federal  Express 

51.5 

'Excludes  LIN  Broodcasting's  Donald  Pels,  who  got  $186.2  million  after  o  merger 
Iriggered  a  windfall  in  stock  options,  and  Time  Warner's  Steven  Ross,  wfio  coitected 
$78  2  million  otter  the  merger  of  Time  and  Warner  Communications  unleashed  huge 
cash  incentive  payments 


14/''  drop  in  operating  income,  after  ex- 
cluding a  $221  million  gain  from  the 
sale  of  its  corn-milling  business. 

As  extraordinary  as  his  income  was 
in  1991,  O'Reilly  stands  to  gain  much 
more.  In  March,  1990,  he  signed  a  five- 
year  contract  that  awarded  him  the 
largest  single  grant  of  stock  options 
ever:  4  million  shares.  Heinz's 
board  anted  up  because  they 
were  afraid  of  losing  him — part- 
ly because  of  a  conversation 
more  than  a  decade  ago.  When 
O'Reilly,  now  55,  was  named  CEO 
in  1979,  the  board  asked  him 
what  he  would  like  to  be  doing 
10  years  down  the  road.  "He 
said,  'When  I  reach  my  inid-50s, 
I  would  probably  leave  business 
work  and  get  into  something 
eLse,'  "  recalls  McDonald. 
RUMORS.  Besides  his  work  at 
Heinz,  O'Reilly  is  a  majority 
shareholder  in  a  publicly  traded 
company  with  newspapers  in  Ire- 
land and  Australia.  What's  more, 
with  all  the  consolidation  in  the 
food  industry,  directors  dared 
not  ignore  rumors  that  O'Reilly 
was  being  wooed  by  any  number 
of  unnamed  competitors. 

Still,  some  criticize  O'Reilly's 
megagrant  as  overkill.  "I  don't 
think  there's  any  question  that 
O'Reilly  is  tremendous  merchan- 
dise, but  at  some  point,  some- 
body ought  to  say  enough  is 
enough,"  argues  pay  critic  Graef 
S.  Crystal.  "The  reward  that  he 
will  now  receive  is  far  in  excess 
of  the  risk  that  he's  taking." 

O'Reilly  insists  that  what's 
good  for  him  will  pay  off  for  the 
shareholder.  "Heinz  Co.  was 
worth  $900  million  in  1980,  and 
it's  worth  $10  billion  today — with 
the  same  number  of  shares  is- 
sued," he  boasts.  Now,  everyone 
is  wondering  if  O'Reilly  can  con- 
tinue sc}ueezing  out  those  results 
as  routinely  as  Heinz  squeezes 
ketchup  out  of  tomatoes. 

B)/  Maria  MaUorij  in  Pittsburgh 
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The  Buick  Regal  Gran  Sport. 

A  car  as  rewarding  on  pavement 
as  it  is  on  paper. 


Buick  Regal  Gran  Sport 

Lexus  ES  300 

Engine 

3.8-litre  V6 

3.0-litre  V6 

Transmission 

4-speed  automatic  (std) 

4-speed  automatic  (std) 

Touring  Suspension 

4-wheel  independent 

4-wheel  independent 

Braiies 

Anti-lock  disc 

Anti-lock  disc 

Wheels 

16"  aluminum  alloy 

15"  aluminum  alloy 

EPA  Est.  MPG 

18  city/28  hwy 

17  city/23  hwy 

M.S.R.P.*            $21,240  $26,150 

'Manufaclurer's  suggested  retail  price  including  dealer  prep  Destination  charge,  lax.  license  and  options  additional  Levels  of  equipment  vary 
€'1992  CM  Corp  All  ngtils  reserved  Regal  is  a  registered  trademark  d  GM  Corp  Buckle  up.  America' 

GM 

To  see  the  engineering  advantages  of 
a  Regal  Gran  Sport,  take  it  for  a  test 
drive.  To  see  its  financial  advantage, 
just  compare  Regal  to  the  competition. 


Obviously,  when  it  comes  to  giving  you 
value,  Regal  Gran  Sport  is  a  very  good 
sport.  For  more  information  on  Regal, 

please  call  1-800-423-6787. 


BUICK 

The  Ne-w  Symbol  For  Quality 
In  America. 


Budgets  get  cut.  Demar  it. 


tradition  has  it  that  il  nou  want  soiiuihlng 
(lone  lor  less,  yon  do  it  xourscll.  So  once  aoain. 
llir  coniputrr  world  dclics  tradition. 

IS  (IcpartMicnts  arc  (hscovrrinii  that  many 
"in-honsc  Innctions  can  l)c  handled  more 
cconomicalK.  and  hcttcr.  hv  ontsidc  s|)eciali.sts. 
^\  Inch  is  \vh\.  as  hclts  ti«ihtcn,  ontsourcino;  has 
hecome  a  hot  toj)ic. 

It's  also  why  IBM  has  dramatically  cxpande( 
onr  ranf^c  ol  services,  to  prox  ide  whatever  kinds 
of  snj)j)ort  von  ncM'd.  to  sa\e  \uu  the  most  money. 

lor  e\amj)l<\  we  can  rini  voiir  whole 


1,1  ('( 
ijiiiii 


fill. 

;.ifl 

'fr>. 


t.  If  you  need  help,  we  have  it. 


1  center  (as  we  re  now  doing;  tor  se\eral  laige 
tomers)  or  we  can  take  responsil)ilit\  lor 
cted  areas: 

From  disaster  recoverv:  to  network  manage- 
it.  to  application  development  and  engiinM^r- 
to  training  vour  people  and  lielping  end 
r-.  to  installing  liber  optics,  to  multivendor 
'"[ration  and  maintenance,  to  name  a  icw. 

II  vou  like,  we  can  bejrin  bv  analvzins  vour 
ration  to  see  where,  or  il.  we  can  help  vou. 
ou  don  t  need  us.  we  II  sav  so.  But  il  we  can 
^  vou  mone\.  we'll  show  vou  how.  up  front. 


We  II  al,-o  put  vou  in  touch  w  ilh  similar'  custom- 
ers so  \()U  can  share  their  experience. 

The  idea  is  tor  IBM  to  lighten  \our  IS  bur- 
den, to  Iree  \our  resources  so  \ou  ciui  locus  on 
vour  core  business,  \lter  all.  our"  core  businc-.- 
is  IS.  We're  alrcadv  geared  lor  just  about  an\ 
problem  \ou  re  likcK  to  lace.  So  otii'  ccotutimt's 
of  scale  can  mean  econonn  lor  \ou.  too. 

lb  learn  more  about  bow  IBM  scr\ic<'scan 
help \ou  mc(M  l)oth \(>ur  needs    -—         — — 
and  \our  budget,  call  Us  z  ^"ZZZZ 

at  I  800  IBM-6676,ext.  881.     ====="  = 
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SCANDALS  I 


THE  SECRETS 
OF  RUBBERGATE 


Directly  or  not,  taxpayers  helped  keep  the  House  Bank  afloat 


It's  early  December,  1990 — orientation 
day  for  tiie  House  of  Representa- 
tives. Like  a  buncii  of  awestruck  col- 
lege freshmen,  three  dozen  newly  elect- 
ed members  are  milling  around  the 
coffee  and  danish  table  in  the  Cannon 
House  Office  Building.  They  are  about 
to  begin  a  series  of  seminars  explaining 
how  to  run  a  congressional  office  and 
tap  into  the  House's  intricate  system  of 
allowances  for  everything  from  staff  to 
stationery.  In  their  orientation  packets, 
they  find  a  long  list  of  perks — and  in- 
structions on  how  to  obtain  a  book  of 
checks  for  drawing  funds  from  their 
own  non-interest-bearing  accounts  at  the 
House  Bank. 

Unbeknownst  to  the  newcomers,  Jack 
Russ,  then  sergeant  at  arms,  assigned 
them  accounts  even  if  they  didn't  ask  for 
the  privilege.  Some  members,  recalling 
the  situation  today,  admit  they  were 
puzzled.  "The  first  question  most  of  us 
had  was  why  anyone  would  want  to  put 
money  in  a  non-interest-bearing 
account,"  says  one  House  mem- 
ber. The  answer  was  never 
written  down,  but  Hill  veterans 
knew  the  secret:  The  bank  pro- 
vided free  overdraft  protection 
worth  up  to  $2,000  a  year  and, 
indirectly,  interest-free  loans 
up  to  a  members'  net  monthly 
salary,  or  about  $7,000.  This 
m()re  than  compensated  for  the 
lack  of  interest  on  deposits. 
ONE  DOWN  . . .  Now,  in  the  consuming 
firestorm  of  "Rubbergate,"  the  bank's 
secret  is  out.  Revelations  that  355  cur- 
rent and  former  House  members,  includ- 
ing three  members  of  President  Bush's 
Cabinet,  wrote  bad  checks  have  been 


HOW  THE  HOUSE 
BAHK  WORKED 


House  mem- 
bers' paychecks 
placed  in  an  ac- 
count at  Treasury  to 
which  House  Bonk  had 
access.  Riggs  Bonk  was 
a  conduit  for  other 
House  Bank  deposits 


splashed  across  the  nation's  front  pages. 
In  an  event  that  chilled  lawmakers  to 
the  bone,  incumbent  Democrat  Charles 
A.  Hayes  was  defeated  in  the  Mar.  17 
Illinois  primary,  largely  because  of  his 
overdrafts. 

While  the  benefits  to  law- 
makers are  clear,  what  still  re- 
mains shrouded  in  mystery  is 
how  the  155-year-old  bank  actu- 
ally operated.  It  had  some  of 
the  trappings  of  a  commercial 
banking  institution — accepting  | 
deposits,  offering  checking  ac-  ^ 
counts,  and,  indirectly  through 
the  overdrafts,  making  loans. 
But  Congress  has  long  insulat-  > 
ed  itself  from  the  laws  it  im- 
poses on  others,  from  civil  rights  to 
workplace  safety,  and  the  House  Bank 
was  similarly  exempt  from  the  state  and 
federal  regulations  that  govern  more 
traditional  banks.  It  did  not  have  to  pay 
attention  to  rules  requiring  charters, 

Members  wrote 
checks  to  third 
parties  such  as 
dry  cleaners,  which 
were  processed  by  the 
Federal  Reserve's  na- 
tional check-clearing 
system  and  returned  to 
the  House  Bank 

capital  reserves,  examinations,  and  fees 
for  deposit  insurance. 

What's  more,  an  analysis  of  some  of 
the  arcane  procedures  at  the  bank  sug- 
gests that  despite  denials  by  lawmakers, 
taxpayers'  money  was  used  to  support 
the  bank's  operations.  Every 
year,  taxpayers  footed  the  bill 
for  the  salaries  and  other  ad- 
ministrative costs  of  running 
the  bank,  to  the  tune  of  at 
least  $1  million.  Furthermore, 
taxpayers  may  have  helped  fi- 
nance House  members'  over- 
drafts. These  were  so  perva- 
sive that  the  staff  included 
one  person  whose  sole  job 


was  to  ask  members  to  cover  their  ba 
checks.  When  members  overdrew  the 
accounts  by  more  than  their  nex 
month's  net  salary,  as  was  often  th 
case,  "technically  and  legally,  they  wer 
dipping  into  public  money,"  says  Repn 
sentative  Fred  Grandy  (R-Iowa),  one  o 
six  House  members  who  investigate 
the  bank  scandal. 

NO  OVERSIGHT.  Just  how  large  the  ta> 
payer  subsidy  was  will  be  difficult  t 
determine.  In  many  ways,  the  bant 
which  the  House  closed  in  Decembei 
was  a  comical  mom-and-pop  operatior 
Its  noncomputerized  record-keeping  sys 
tern  amounted  to  scraps  of  paper  in 
shoebox.  Bank  employees  had  no  writte: 
procedures  for  handling  checks. 

This  slapdash  arrangement  enable- 
Russ,  who  has  resigned  over  the  scar 

The  House  Ban 
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wrote  checks  or 
the  Treasury  ac 
count  in  amounts  equa 
to  the  third-party 
checks  it  was  called 
upon  to  pay.  Riggs  pro 
cessed  members'  other 
checks  free  of  charge 

dal,  to  handle  vast  sums  of  money  witl 
virtually  no  oversight.  On  the  first  o: 
each  month,  he  wrote  checks  for  aboui 
$1.5  million,  drawn  on  an  account  a' 
Treasury  established  to  pay  members 
salaries.  In  fiscal  1991,  Congress  appro 
priated  $68  million  to  fund  this  account 
The  $1.5  million  was  moved  to  a  seconc 
Treasury  account,  against  which  month 
ly  payroll  checks  were  drawn.  As  Treal,- 
sury's  fiscal  agent,  Russ  had  exclusiv( 
use  of  both  accounts. 

Russ  also  sent  a  messenger  each  daj 
to  Riggs  National  Bank  of  Washington 
D.  C,  where  he  had  a  third  account. 
From  this  account,  the  messenger  pickec 
up  a  fresh  supply  of  greenbacks  so  he 
could  cash  checks  for  members  with  ac- 
counts, and  also  for  congressional  staff- 
ers and  the  press,  who  had  check-cash 
ing  privileges  but  not  accounts  at  the 
institution.  Like  a  real  bank,  the  House 
Bank  used  the  Federal  Reserve  System's 
check-clearance  system.  Usually  only 
banks  that  maintain  reserve  accounts  at 
the  Fed  are  permitted  to  use  this  sys- 
tem. Checks  that  a  member  made  out  to, 
say,  a  local  dry  cleaner  traveled  from 
the  dry  cleaner's  local  bank  to  the  Balti- 
more branch  of  the  Federal  Reserve 
Bank  of  Richmond. 

The  Baltimore  Fed  bundled  up  the 
House  Bank's  checks  daily,  and  a  couri- 
er drove  to  Washington  and  presented 
them  each  morning  to  the  House  Bank 
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Checks  written 
^  %'  on  insufficient 
funds  were  not 
bounced. Treasury 
funds,  OS  well  as  depos- 
its of  other  members, 
may  have  been  used  to 
cover  overdrafts 


n,  in  the  late  afternoon,  the  courier 
rned  to  the  House  Bank  and  picked 
X  check,  drawn  on  the  monthly  pay- 
account  at  Treasury  for  the  amount 
he  checks  the  House  Bank  honored, 
he  House  Bank  used  a  different  pro- 
ire  to  deal  with  nonpayroll  deposits 

members'  accounts.  These  deposits 
e  collected  by  a  House  bank  cashier 

at  the  end  of  each  day,  delivered  to 
Riggs  account.  The  com- 
cial  bank  would  transfer 
dollar  value  into  the  ser- 
[it  at  arms's  account  at 
^s.  Then,  Riggs  would  re- 
the  checks  to  the  commer- 

banks  on  which  they 
e  drawn  or  place  them 

the  Federal  Reserve  Sys- 

for  collection.  Riggs 
Id  do  the  same  for  checks 
led  at  the  House  Bank 

drawn   on  other  bank 
lunts. 

Y  SETUP.  To  reimburse 
;^s  for  this  service  and  for 
maintenance  of  the  ser- 
nt  at  arms's  account, 
isury  paid  the  bank  a  fee. 
;her  Riggs  nor  Treasury 
cials  would  reveal  the 
lunt,  claiming  that  Riggs 
petitively  bid  for  the  ac- 
it  and  that  the  informa- 

is  proprietary.  A  senior 
ernment  official  insists 
L  whatever  Riggs  was 
.  was  more  than  compen- 
d  for  by  interest  pay- 
its  that  accrue  to  the 
isury  from  the  $1  million 
'age  daily  balance  in  the 
ithly  payroll  account.  The 

to  the  House  Bank  or 
ise  members  for  the  check-cashing 
'ice:  zilch. 

sounds  as  if  this  cozy  arrangement, 
e  from  administrative  expenses,  nev- 
ost  the  taxpayers  a  penny.  However, 
INESS  WEEK  has  learned  that  that 
ht  not  be  the  case,  largely  because 
-he  extent  of  the  overdrafts.  House 
nbers  wrote  hundreds  of  checks  each 
ith  in  anticipation  of  paychecks  that 
e  deposited  at  the  beginning  of  the 
t  month — technically  a  kiting  ar- 
jement.  These  checks  would  have 
need  had  they  been  written  at  a  com- 


mercial bank,  but  the  House  Bank  sim- 
ply covered  the  checks  until  the  payroll 
arrived.  Indeed,  19  current  members 
wrote  checks  in  excess  of  their  net 
monthly  pay  391  times  over  the  39- 
nionth  period  scrutinized  by  the  House 
Ethics  Committee.  That's  close  to 
$!)()(),()()0  of  overdrafts. 

The  House  leadership  has  said  that 
the  bank  could  cover  these  checks  with- 
out dipping  into  the  Treasury  because 
members  who  did  not  empty  their  ac- 
counts each  month  were,  in  effect,  mak- 
ing an  interest-free  loan  to  their  over- 
drawn colleagues.  But  there  may  be 
another  explanation  of  how  the  rubber 
checks  were  covered. 

It  involved  the  two  accounts  at  Trea- 
sury, the  annual  appropriations  account 
and  the  monthly  payroll  account.  Trea- 
sury officials  say  it's  possible  that  Russ 
was  covering  shortages  in  the  payroll 


least  $1  million.  But  as  long  as  the  total 
amount  of  the  House  Bank's  overdrafts 
never  exceeded  the  money  in  the  appro- 
priations account,  the  payroll  account 
would  never  show  a  negative  balance.  If 
Russ  used  the  approjiriation  account  to 
cover  shortfalls,  however,  members  may 
have  been,  in  effect,  borrowing  from  the 
Treasury  to  cover  overdrafts. 
TIP  OF  THE  ICEBERG?  Officials  at  Trea- 
sury and  Riggs  say  they  know  only 
pieces  of  the  full  picture.  Representative 
Grandy  suggests  that  further  investiga- 
tion is  needed.  A  preliminary  criminal 
inquiry  is  already  under  way  at  the  of- 
fice of  U.  S.  Attorney  Jay  B.  Stephens. 
According  to  a  source  familiar  with  the 
investigation,  the  inquiry  is  looking  at 
"everything,"  including  whether  law- 
makers violated  tax  laws,  possibly  by 
failing  to  report  interest-free  loans  as 
income.  Investigators  are  also  probing 
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Former  Sergeant-at-Arms  Jack 
Russ  assigned  accounts  to  new 
representatives  whether  they 
requested  them  or  not.  The  bank's 
slapdash  bookkeeping  system  let 
him  handle  vast  sums  of  money 
with  virtually  no  oversight 


account  by  borrowing  from  the  appropri- 
ations account.  "If  he  were  to  cover  a 
shortfall,  we  wouldn't  know  it,"  says  a 
senior  Treasury  official.  He  says  Trea- 
sury handles  a  billion  checks  a  year,  "so 
it  would  be  almost  impossible  to  link  one 
check"  with  an  attempt  by  Russ  to  cover 
a  shortage.  Riggs  officials  say  they 
would  have  no  way  of  knowing  which 
account  Russ  was  using,  since  they  only 
knew  what  was  in  the  account  at  Riggs. 
Russ  declined  comment. 

According  to  the  Treasury,  the  payroll 
account  always  showed  a  balance  of  at 


whether  members  illegally  used  House 
Bank  funds  in  congressional  campaigns 
or  violated  mail  or  wire-fraud  statutes  or 
a  District  of  Columbia  law  against  inten- 
tional overdrafts. 

Watergate  II?  Hardly.  But  because 
the  revelations  do  indicate  a  certain  dev- 
il-may-care mindset  on  Capitol  Hill,  vot- 
ers are  treating  the  scandal  as  big 
news — and  are  thrashing  members 
caught  in  its  web  faster  than  you  can 
say:  "zero  balance." 

By  Paula  Divyer,  with  Mike  McNamee,  in 
Washington 
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Would  it  surprise  you  to  know  that  some  of 
the  best  tennis  players  in  the  world  use 
racquets  made  in  Taiwan? 

Or  that  the  first  graphite  racquet  was 
developed  and  engineered  in  Taiwan 
over  15  years  ago? 

Today,  graphite  is  the  material  of  choice 
for  tennis  players  around  the  world  and 
racquets,  very  well  made  in  Taiwan,  are 
the  choice  of  champions. 

In  fact,  the  tennis  racquet  shown  here  is 
just  one  example  of  the  fine  craftsman- 
ship coming  from  Taiwan  today.  The  result 
of  having  a  deep  commitment  to  making 
technology  the  best  it  can  be. 


IT'S  VERY  WELL  MADE  IN  TAIWAN 
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IN  A  HONG  KONG  BRANCH:  FROM  SEOUL  TO  BOMBAY,  CITI  IS  REDEFINING  THE  BANKING  BUSINESS 


FOR  CITIBANK, 

THERE'S  NO  PLACE  LIKE  ASIA 


Its  growth  there  is  a  far  cry  from  its  performance  at  home 


Ri 


lussell  Chen,  the  33-year-old  owner 
a  computer-parts  company,  is 
ktypical  of  the  milhons  of  young, 
newly  affluent  entrepreneurs  who  are 
energizing  Asia's  booming  economies. 
When  he  discovered  that  his  bank  had 
moved  to  another  neighboi'hood  far  from 
his  Taipei  office,  he  began  looking  for  an 
alternative.  A  flashy  brochure  from  Citi- 
bank caught  his  eye,  and  Chen  opened 
an  account.  The  U.  S.  bank  offered  all 
the  standard  products,  as  well  as  the 
ability  to  bank  in  eight  different  curren- 
cies. But  the  clincher  came  when  Chen 
learned  of  Citi's  banking-by-phone  fea- 
ture, a  convenience  that  remains  alien  to 
many  local  banks  in  Taiwan.  "I  can 
switch  $80,000  from  a  savings  account  to 
checking  just  like  that,"  says  Chen, 
snapping  his  fingers. 

Citibank  is  chasing — and  landing — 
yuppies  like  Chen  by  the  thousands. 
From  Seoul  to  Bombay,  Citi  is  redefining 
the  region's  notion  of  banking.  Most  im- 
portant, it  is  pioneering  the  concept  of 
consumer  credit.  Besides  mortgages  and 
auto  loans,  Citi  offers  round-the-clock 
{)hone  banking  and  automated  teller 
cards  that  can  be  used  in  Singapore  as 
well  as  New  York. 

The  strategy  is  paying  off  big.  Since 
1986,  when  Citi  began  pushing  retail 
banking  in  earnest,  Asian  accounts  have 
swelled  from  1  million  to  an  expected  5 


million  this  year.  And  annual  profits 
have  climbed  accordingly,  says  Citi, 
from  $28  million  to  a  projected  $200  mil- 
lion on  revenues  of  $1  billion. 

That's  in  stark  contrast  to  Citi's  pitiful 
showing  back  home,  where  it  continues 
to  grapple  with  bad  real  estate  loans. 
Profits  from  Citi's  worldwide  consumer 
business  tumbled  to  $549  million  last 
year  from  $905  million  in  1990,  largely 
because  of  problems  in  the  U.  S.  In  all, 
Citi  lost  $457  million  in  1991.  Says  Pei- 
yuan  Chia,  head  of  Citi's  global  consum- 
er banking  business:  "The  reason  we  are 
handling  the  situation  today  is  our  very 
strong  franchise  outside  the  U.  S." 

And  the  Asian  consumer  business  is 
getting  stronger.  Citi's  18  Japanese 
branches  are  still  relatively  new  and 
have  attracted  little  business.  Else- 
where in  Asia,  however,  Citi's  retail 


CITI'S  ASIAN  INVASION 


Country 

Assets 

Three-yeor 

Millions 

growth 

HONG  KONG 

$1,742 

22% 

SINGAPORE 

986 

29 

TAIWAN 

944 

56 

THAILAND 

609 

75 

INDIA 

542 

57 

DATA;  CITICORP 
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network  is  growing  by  257^'  to  30%  anns- 
ally  (table).  Rana  G.  S.  Talwar,  head  r 
Citi's  consumer  banking  in  Asia,  sees  ,t  il 
slowdown.  Outside  of  Japan  and  Chir, 
there  are  10  million  individuals  makii- 
$30,000  a  year  or  more,  Citi's  target  mt-  , 
ket.  By  the  end  of  the  decade,  Citi  sey  j. 
tlie  number  tripling  as  local  economi 
mature. 

DEBT  VIRGINS.  A  big  reason  for  Citi 
success  is  that  most  foreign  banks  st 
shy  away  from  developing  countrii 
such  as  India,  Indonesia,  and  Thailan 
Their  rationale  is  that  these  markets  a: 
too  small  and  that  consumers  lack  exp 
rience  in  handling  personal  debt.  Ov^ 
the  past  two  years,  Citi's  only  big  U. 
rival  in  the  Far  East,  Chase  Manhatti 
Bank,  has  withdrawn  from  Taiwan,  M 
laysia,  and  Indonesia  in  order  to  conce 
trate  on  Hong  Kong  and  Singapore. 

Citi,  however,  is  gambling  that  sue 
Asian  economies  won't  remain  bac: 
ward.  Consider  India,  with  a  populatio 
of  860  million.  The  growing  middle  clas 
still  rides  rnopeds.  But  within  a  decad- 
Citi  bets  they'll  be  buying  bmws.  To  tak 
advantage  of  that  possibility,  Citi  ha 
positioned  itself  as  one  of  the  country 
leading  moped-loan  originators. 

In  more  developed  regions,  Citi,  long 
powerhouse  in  Asian  private  banking 
has  used  its  upscale  image  to  woo  cusi 
tomers.  In  status-conscious  Singapon] 
Citi  has  financed  more  than  150  golj 
memberships,  which  cost  upwards  o| 
$100,000  each.  Asia's  yuppie  class  is  als 
dazzled  by  Citi's  global  reach.  Alreadj] 
when  clients  in  Singapore,  Japan,  an 
Taiwan  visit  the  U.  S.,  they  can  witl| 
draw  cash  from  Citi  accounts  back  hom^ 
by  popping  a  card  in  an  ATM  or  calling  i 
toll-free  number.  . 

As  in  the  U.  S.,  Citi's  card  businesj 
remains  the  centerpiece  of  the  bank', 
consumer  activities.  The  heaviest  mar 
keting  campaign,  orchestrated  by  execu 
fives  recruited  from  the  likes  of  PepsiCi 
and  Chesebrough-Pond's,  centers  on  tht 
bank's  Visa,  MasterCard,  and  Diner': 
Club  business. 

Citi  is  hitting  the  airwaves  with  some 
of  Asia's  slickest,  steamiest  ads,,  createc 
by  J.  Walter  Thompson  Co.  and  Leo  Bur 
nett  Co.  TV  spots  in  tight-laced  Singa 
pore  have  shown  lovers  kissing  passion 
ately.  Another  featured  a  sexy  mode 
stripping  off  her  business  suit  and  slip  t 
ping  into  funky  garb  for  a  night  of  par 
tying.  Just  three  years  after  entering; 
Asia's  credit-card  business,  Citi  has , 
signed  up  3  million  accounts,  making  il  J 
the  region's  No.  2  issuer  behind  Ameri- 
can Express  Co. 

Some  competitors  think  Citi  is  pushing 
too  hard  too  fast.  Credit  checks,  for  in- 
stance, are  a  big  problem.  In  Thailand, 
where  Citi  has  issued  70,000  cards  in  less' 


66  BUSINESS  WEEK/MARCH  30,  1992 


FINAN( 


IT'S  AMAZING  WHAT  YOU  CAN  SAVE  WITH 
A  RECYCLING  PROGRAM. 


Imagine  using  a  chemical  waste  to  make  a  lifesaving  drug. 
Today,  BP  is  helping  to  do  just  that  -  using  its  own  proprietary 
process  to  recover  and  purify  acetonitrile,  a  waste  by-product  of 
chemical  manufacturing.  Sold  to  the  pharmaceuticals  industry, 
purified  aceto  is  used  to  make  insulin,  a  drug  that  means  life 
to  millions  of  diabetics.  Proof  that  sometimes  a  company's  most 
important  savings  aren't  measured  in  dollars.  For  more  infor- 
mation, write  BP,  200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


The  Energy  To  Change 


Like  other 
notebook  computers, 
the  AcerAnyWare^"  series  have  8'/2"x  11"  footprints. 
But  they  leave  a  much  bigger  impression. 

Because  weVe  packed  them  with  the  features 
of  desktop  machines  five  times  their  size.  The 
386SX-based  AcerAnyWare  1120NX,  for  example, 
gives  you  up  to  60  MB  of  internal  disk  storage. 
8  I/O  ports  (instead  of  the  usual  .5  or  7).  A  unique 


Our /eat ures  suggest 
a  computer  of  entirely 
different  dimensions. 


dual  battery  system  that 
lets  you  change  batteries 
without  turning  the  system  off.  A  full-function  key 
board,  to  eliminate  double  keystrokes.  A  10  inch 
backlit  VGA  display  that's  22%  bigger  than  most 
notebook  screens.  A  carrying 
handle  that  flips  down  for  a 
more  comfortable  keyboard  angle. 

IVot  to  mention  options  like  an  internal 


Hayes-compatible  fax/data  modem.  And  an 
expansion  chassis  that  lets  you  use  your 
AcerAnyWare  in  local  area  networks-no  matter 
what  local  area  you're  in. 

Call  1  800  SEE  ACER  in  the  U.S.  and  Canada 
and  we'll  tell  you  about  the  full 
range  of  AcenAjiyWare  notebooks. 
You'll  think  of  them  as  desktop  computers  for  very 
small  desks.  At  a  very  small  price. 


inance  I 

1  two  years,  there  are  no  credit  bu- 
is,  so  banks  must  trust  their  own 
I  to  determine  a  customer's  ability  to 
And  it's  true  that  many  Asians 
e  little  experience  with  personal  debt, 
s  one  Asian  competitor:  "You  aren't 
ing  people  by  inundating  them  with 
t  they  can't  handle." 
5veral  Asian  governments  are  also 
y  of  the  consumer-credit  boom.  Offi- 

>  fear  that  too  much  household  bor- 
ing will  erode  the  high  level  of  per- 
al  savings,  which  provide  cheap 
tal  for  industrial  investment.  And 
e  governments  have  begun  to  crack 
n  on  personal  debt.  Last  year,  Singa- 

hiked  the  minimum  income  needed 
ualify  for  a  credit  card  from  $15,000 
household  to  $18,750  per  individual, 
government  also  decreed  that  credit 

>  Luulu  iiuL  exLeeu  lwo  niuntno  baia 
Malaysia  is  taking  similar  action, 
tibankers  are  unfazed.  "You  can't 

leader  without  blazing  new  paths," 

says  Asia  consumer  chief  Talwar.  "But 
we  aren't  a  bunch  of  gunslingers,  ei- 
ther." So  far,  Asians  have  proven  to  be 
stellar  credit  risks,  he  says.  Even  though 
Citi's  Asian  mortgage  business  has 
grown  from  50,000  loans  in   1987  to 
125,000  last  year,  delinquencies  have 
been  virtually  nil.  Moreover,  adds  Tal- 
war, by  yearend,  the  Asian  credit-card 
business  should  move  "well  into  the 
black" — two  years  ahead  of  schedule.  As 
for  social  impact,  Talwar  sees  only  posi- 
tives: "Middle-class  families  now  own 
houses  in  Malaysia  and  Taiwan  because 
we  pioneered  mortgages." 
FEWER  OPTIONS.  Other  possible  con- 
straints may  be  more  difficult  to  over- 
come. In  the  U.  S.,  Citi's  consumer  busi- 
ness has  securitized  and  sold  off  loans, 
but  it  has  been  unable  to  do  so  in  Asia 
uecauoe  tneie  aie  no  secoiiuaiy  matKeLS 
for  such  issues.  As  a  result,  Citi  is  carry- 
ing some  $7.5  billion  worth  of  car  loans 
and  mortgages  on  its  books  financed 

mostly  by  deposits.  Given  the  current 
pace  of  growth,  Talwar  believes  the 
bank  may  have  to  cut  back  lending  with- 
in five  years. 

More  pressing  is  the  impact  of  Citi's 
U.  S.  troubles.  The  run  on  Citi's  Hong 
Kong  branch  after  Representative  John 
D.  Dingell  (D-Mich.)  called  Citi  "techni- 
cally insolvent"  was  a  grim  reminder 
that  progress  in  Asia  is  tied  to  the  for- 
tunes of  the  parent.  Analysts  have  spec- 
ulated that  Citi  may  be  tempted  to  sell 
profitable  overseas  franchises  to  cover 
bad  debts  at  home.  Last  year,  it  shed  its 
retail  bank  in  Italy  to  raise  money. 

Asian  Citibankers  insist  that  doesn't 
seem  likely  in  Asia.  With  its  U.  S.  opera- 
tions fighting  to  regain  profitability,  the 
bank  has  a  strong  motivation  to  do  ev- 
erything possible  to  rope  in  more  cus- 
tomers like  Russell  Chen. 

By  Pete  Engardio  in  Hong  Kong,  with 
Bruce  Einhorn  in  Taipei  and  bureau 
reports 

ITI  IS  SUDDENLY 
90KING  A 
IT  STURDIER 

doubled,  to  17,  from  just  below  9  in 
mid-December.   True,   Standard  & 
Poor's  Corp.  downgraded  Citi's  pre- 
ferred stock  after  the  bank  announced 
its  latest  issue.  But  "there's  a  feeling 
that  the  worst  is  over,"  says  analyst 
Frank  De  Santis  of  Donaldson,  Lufkin 
&  Jenrette  Inc.  The  deterioration  in  Ci- 
ti's loan  portfolio  has  slowed,  and  most 
analysts  agree  that,  after  losing  $457 
million  in  1991,  the  bank  will  be  profit- 
able this  year.  Even  talk  of  Reed's  de- 
mise as  CEO  has  subsided. 

Citi's  improved  image  has  strength- 
ened its  bargaining  position  in  the  as- 
set disposals.  "There's  no  longer  an 
impression  of  a  fire  sale,"  says  a  Wall 
Street  investment  banker. 

Citi's  sale  of  AMB.^r  Inc.,  the  bank's 
municipal-bond  insurance  subsidiary,  is 
a  good  example.  The  first  offering  of 
50.3%  of  the  unit  last  July  was  priced 
at  $20  a  share,  or  $352  million— 30% 
less  than  what  Citi  had  hoped  for.  Af- 
ter fees  and  taxes,  Citi  ended  up  book- 
ing a  $48  million  loss  on  the  sale.  When 
the  bank  sold  its  remaining  49.7%  inter- 
est, it  raised  $550  million,  or  $31.75  a 
share.  The  result:  a  $100  million  gain. 
LONG  SHOT.  While  Citi's  capital  drive 
has  been  impressive,  analysts  are  be- 
ginning to  wonder  whether  Reed  is 
running  out  of  attractive  nuggets  to 
sell.  Morgan  Stanley  &  Co.  is  trying  to 
put  together  a  deal  to  sell  Quotron  Sys- 
tems Inc.,  Citi's  ailing  electronic  stock- 
quote  system.  But  investment  bankers 
view  that  as  a  long  shot  at  best.  And 
Citi  has  backed  away  from  the  possibil- 
ity of  selling  20%  of  its  credit-card 
business.  Higher  delinquency  rates 
have  no  doubt  diminished  the  appeal  of 
the  business.  Executives  from  Citi's 
consumer  bank  are  also  said  to  oppose 
such  a  sale. 

A  more  fundamental  question  is 
whether  Citi  will  be  able  to  keep  up 
with  regulators' — and  the  market- 
place's— rising  perception  of  how  much 
capital  a  solid  bank  should  have.  Ana- 
lyst Raphael  Soifer  of  Brown  Brothers 
Harriman  &  Co.  estimates  that  Citi 
would  need  an  additional  $4.5  billion  to 
reach  Chemical  Banking  Corp.'s  6% 
capital  ratio.  "Capital  strength  is  a 
moving  target,  and  it  has  been  moving 
steadily  upward,"  says  Soifer.  That 
means  that  Reed's  bold  capital  plan 
may  have  to  get  even  bolder. 

By  John  Meehan  in  New  York 

ast  fall,  Citicorp  Chairman  John  S. 
Reed's  bold  campaign  to  buttress 
Bhis  ailing  bank  with  uj) wards  of 
billion  appeared  dead  in  the  water. 
October,  Citi  announced  a  third- 
irter  loss  of  $885  million,  a  stagger- 
hit  that  damaged  Citi's  already- 
scerated  capital  base.  Wall  Street 
gs  questioned  whether  Citi  would  be 
e  to  raise  any  new  capital.  There 
s  even  talk  that  the  53-year-old  Reed 
uld  be  forced  to  step  down. 
•Jow,  many  of  those  critics  have 
'n  forced  to  hold  their  tongues,  at 
st  temporarily.  Over  the  past  five 
nths,  Citi  has  shed  a  slew  of  busi- 
s  interests,  ranging  from  a  small 
kerage  to  a  stake  in  Saudi  Ameri- 
Bank  (table).  In  all,  analysts  esti- 
te  that  the  sales  could  improve  Citi's 
ital  cushion  by  more  than  $800  mil- 
1.  On  Mar.  13,  Citi  announced  that  it 
uld  sell  $150  million  of  preferred 
ck  to  the  public — the  bank's  first 
lity  offering  in  a  year.  Many  ana- 
ts  now  believe  that  Citi's  core  capi- 
which  stood  at  3.79^  of  assets  at  the 
1  of  1991,  will  soon  reach  the  47< 
limum  that  regulators  have  mandat- 
for  the  end  of  1992. 
Vhat's  behind  the  recent  success  of 

rket's  improved  perception  of  Citi. 
eed,  Citi's  stock  price  has  almost 

CITI'S  CAPITAL-RAISING 

In  addition  to  a  planned  sale  of  $150  mil- 
lion in  preferred  stock,  Citi  is  boosting 
capital  by  unloading  the  following  assets: 

AMBAC  Sold  share  in  the  bond  insurance 
company  in  January  for  $100  million  gain. 
Sale  frees  $200  million  in  capital 

SAUDI  AMERICAN  BANK  Unloaded  10% 
stake  in  December  for  $203  million  gain 

LYNCH,  JONES  &  RYAN  Disposed  of  small 
brokerage  subsidiary  in  December  for  as 
much  as  $  1 5  million 

ESTABLISHMENT  SERVICES  Shopping 
merchant  credit-card  processing  business, 
which  could  fetch  $150  million 

CAPITAL  MARKETS  ASSURANCE  Agreed 
in  November  to  sell  securities  insurer.  Deal 
could  free  $200  million  in  capital 

DATA  COMPANY  REPORTS,  BW 
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MARKETS  &  INVESTMENTS! 


HUNKERING  DOWN 
IN  THE  OIL  PATCH 


While  Wall  vStreet  sneers,  contrarians  settle  in  for  the  long  haul 


T 


|o  cull  energy  stocks  "laggards" 
would  be  an  understatement.  As 
the  Standard  &  Poor's  500-stock  in- 
dex climbed  2A'A  over  the  past  15 
months,  S&P's  Energy  Composite  index 
went  south,  losing  1.5'/'.  Sure,  oil  and 
gas  stocks  look  dirt  cheap,  but  investors 
and  even  industry  analysts  are  treating 
them  like  dirt.  Asked  for  his  picks,  ana- 
lyst Mark  P.  Gilman  of  County  NatWest 
Securities  i;.SA  gives  a  simple 
answer:  "None.  Zero.  Nada." 

That's  just  the  kind  of  re- 
sponse that  perks  up  the  ears 
of  contrarians — those  who 
buy  out-of-favor  stocks  at 
rock-bottom  prices  and  wait 
for  an  upturn.  Since  most  oil 
stocks  pay  hefty  dividends, 
it's  not  hard  to  be  patient 
(table).  Despite  the  generous 
yields,  "energy  stocks  have 
very  few  friends  these  days," 
says  money  manager  Edward 
C.  Rorer.  His  firm,  Rorer  As- 
set Management,  has  loaded 
up  on  such  stocks  as  Arco, 
Texaco,  and  Unocal — and  he's 
looking  for  more. 
DOWN  AND  OUT.  It's  not  hard 
to  see  why  Wail  Street  is  so 
down  on  energy.  Oil  trades 
around  $19  a  barrel,  and  few 
expect  this  year's  average  oil 
price  to  approach  199rs 
$21.50.  Although  opEC  mem- 
bers have  not  flooded  the 
market,  some  fear  the  return 
of  Kuwait,  and  possibly  Iraq, 
could  cause  a  glut.  Natural- 
gas  prices  are  at  the  lowest 
level  in  10  years.  Refining  and 
marketing,  which  often  take 
up  the  slack  when  crude  sags, 
are  slumping,  too.  And  petrcK'hemicals 
are  suffering  from  overcapacity  and  a 
sluggish  global  economy. 

"For  the  first  time  in  60  years,  not  one 
cylinder  in  the  energy  engine  is  work- 
ing," says  analyst  Frederick  P.  Leuffer 
of  C.  J.  Lawrence  Inc.  He  expects  the 
operating  earnings  of  the  major  interna- 
tional and  domestic  oil  companies  to  be 
down  50'a  for  the  first  quarter  of  1992 
from  the  same  period  last  year.  For  the 
year,  he  figures  earnings  will  be  flat. 


Most  analysts  expect  the  industry,  and 
the  stocks,  to  bottom  out  this  year,  with 
no  upturn  until  1993.  So  investors  buy- 
ing the  stocks  now  will  need  patience. 
Oil  stocks,  notes  analyst  Paul  B.  Ting  of 
Oppenheimer  &  Co.,  usually  underper- 
form  the  market  during  recessions  but 
outperform  in  recoveries. 

As  the  U.  S.  economy  starts  to  expand 
again  this  year,  the  major  domestic  oil 


BARGAINS  IN  THE  ENERGY  STOCKS  ^ 

Company  Price 

P-E  ratio 

Yield 

hKy>  100% 

23 

5.4% 

Operates  the  two  largest  oil  fields  in  the  U.S. 

BRITISH  PETROLEUM  SS^/s 

33 

8.6%: , 

Heavy  on  debt,  but  the  dividend  is  appealing 

321/4 

NA 

4.8% 

Has  production-sharing  contracts  in  the  former 

Soviet  Union 

ENRON  37 

17 

3.5% 

Innovation,  aggressive  marketing  help  to  grow 

profits 

EXXON  553/4 

13 

4.8% 

Financially  sound,  likely  to  increase  dividend  in 

1992 

i  363/4 

18 

4.1% 

Widely  diversified  energy  company,  dividend  : 

afe 

191/8  16  5.2% 

Restructuring  paid  off  $3  billion  in  debt  and  improved  efficiency 

ROYAL  DUTCH  petroleum:.       76i/8  15  4.7% 

Strongest  balance  sheet,  one  of  the  few  to  boost  dividend  in  1 99 1 

28%  NA  6.2% 

Should  benefit  greatly  from  a  recovery  in  refining  and  marketing 

21  37  3.3% 

Strong  cosh  flow.  Will  reduce  total  debt  by  1 2  %  this  year 

NA=Not  applicable  (company  lost  money  lost  year) 

DATA:  SURVEY  OF  ANALYSTS  AND  MONEY  MANAGERS 


companies  such  as  Arco  should  feel  the 
impact  first.  Arco  operates  the  two  larg- 
est U.  S.  oil  fields,  Alaska's  Prudhoe  Bay 
and  Kuparuk  River  fields.  As  a  result, 
Rorer  sees  it  as  "the  company  that's 
going  to  be  the  biggest  beneficiary  of 
improving  oil  prices."  True,  with  produc- 
tion beginning  to  decline  at  these  fields, 
Arco  needs  to  make  new  discoveries  or 
buy  reserves  elsewhere.  But  the  compa- 
ny has  another  strength:  It's  one  of  the 
largest  and  most  profitable  refiners  and 


marketers  in  California,  where  the  autc'j 
mobile  is  king. 

Contrarians  are  finding  opportunitieil 
among  other  domestic  oil  companies 
too.  They  like  Occidental  Petroleum 
Phillips  Petroleum,  and  Unocal.  All  threi 
have  aggressively  slashed  debt  durinj 
the  past  two  years.  That  should  brin| 
more  revenue  down  to  the  bottom  lin 
when  prices  recover.  Sun  Co.  wins  kudo; 
for  cutting  costs  and  improving  efficien 
cy.  Primarily  a  refining  and  marketing 
company.  Sun  is  best  positioned  to  profi 
from  a  pickup  in  gasoline  and  jet-fue 
demand.  It  could  earn  $1.80  a  share  ii 
1992,  vs.  last  year's  $1.45-per-share  loss 
FOREIGNERS.  Opportunities  lurk  amonj 
international  oil  companies,  too.  Roya 
Dutch  Petroleum  Co.  is  a  favorite  of  W 
Anthony  Hitschler,  president  of  Brandy 
wine  Asset  Management,  which  has  129 
of  its  $1.4  billion  portfolio  in  energ; 

stocks.  The  European  giant  i 
taking  advantage  of  the 
dustry  slump  to  boost  capita 
spending.  Hitschler  thinks  th^ 
company,  one  of  the  handfu 
that  increased  dividends 
1991,  has  the  wherewithal 
do  it  again  in  1992. 

Hitschler  isn't  the  only  on 
looking  to  foreign  oil  giants 
Oppenheimer's  Ting  recom 
mends  France's  Elf  Aqu 
taine,  whose  stock,  like  Roya 
Dutch's,  trades  as  America) 
Depositary  Receipts  on  th' 
New  York  Stock  Exchange 
Elf  is  expecting  a  35% 
crease  in  production  over  tb 
next  five  years — thanks  t 
major  oil-producing  propertie 
in  the  North  Sea  and  in  Afr; 
ca.  The  company  is  also  th' 
only  major  oil  company  witl 
production-sharing  contract 
in  the  Commonv/ealth  of  Indc 
pendent  States:  one  in  Russi; 
the  other  in  Kazakhstan. 

There  are  even  thrivin 
companies  in  the  beaten-dow: 
natural-gas  industry.  Euro 
Corp.,  for  instance,  ha 
branched  off  into  independen 
power  generation  and  use' 
aggressive  marketing 
boost  natural-gas  sales.  Says  analyst  IVI 
Carol  Coale  of  Howard,  Weil,  Labouiss( 
Friedrichs  Inc.  in  Houston:  "There  aren 
that  many  companies  that  can  mak 
money  in  a  depressed  environment." 

Those  who  invest  in  the  beleaguere 
energy  stocks  need  fortitude.  But  the; 
can  draw  their  courage  from  the  Wa- 
Street  crowd.  When  oil  analysts  can 
find  even  one  stock  to  recommend,  a 
energetic  turnaround  can't  be  far  awaj 
By  Stephanie  Anderson  Forest  in  Dalla 
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If  it  ain't  broke,  fix  it. 


Take  fast  And  make  it  faster.  Take  smart.  And  make  it  brilliant. 
Believe  that  no  matter  how  well  you  do  something,  you  can 
always  do  it  better.  And  chances  are  you  will. 

At  the  CIGNA  Property  and  Casualty  Companies,  our  goal  is  to 
create  the  benchmark.  And  keep  raising  it.  Which  is  exactly  the  way 

we  approach  claims 
management. 

To  be  more  thorough 
and  efficient,  we've 
streamlined  the  entire 
adjustment  process  for 
small  claims. 

We've  devoted  more 
resources  and  people  to 
manage  mid-size  claims. 

As  well  as  increased 
the  number  of  our 
outside  investigators  and 
specialists  to  handle 
large,  complex  claims. 

And  because  we  put 
decision-making 
authority  in  the  field, 
you  get  results,  not  red  tape.  What's  more,  we  are  providing 
everything  from  cost  containment,  rehabilitation,  subrogation  and 
litigation  management  to  loss  specialists  and  claims  technology. 

All  in  all,  this  total  commitment  to  quality  is  helping  us  to  beat 
the  rate  of  inflation  in  claims  losses.  For  information,  write  Jim  Engel, 
CIGNA  Property  and  Casualty  Companies,  Philadelphia,  PA  19192. 
Because  the  best  time  to  fix  something  is  before  it's  broken. 


We  get  paid  for  results: 


mm 


BY  GENE  G,  MARCIAL 


WHAT'S  PUMPING 
NEW  LIFE  INTO 
ADVANCED  MEDICAL? 


Wliile  most  companies  would 
probably  give  up  their  corpo- 
rate jets  to  carry  the  biotech 
label,  Advanced  Medical  wants  out  of 
the  business.  The  company,  which 
owns  sizable  stakes  in  biotechnology, 
has  been  selling  those  assets  and 
transforming  itself  into  a  maker  of  in- 
travenous infusion  pumps. 

What's  the  big  idea?  Chairman  and 
CEO  Richard  Propper  thinks  AM's  pro- 
prietary IV  pump  technology  will  be  a 
big  moneymaker.  Money  manager 
diaries  Gunther  of  Van  Kasper,  an 
investment  firm  in  San  Francisco, 
agrees.  "By  the  end  of  1992,  Advanced 
Medical  will  become  profitable  as  a 
specialized,  strongly  financed  maker 
of  high-margin  medical  instruments," 
he  says.  The  stock  will  be  a  big  winner, 
adds  Gunther,  once  investors  recognize 
the  "substantial  profit  margins"  avail- 
able in  the  company's  new  line  of 
business. 

Advanced  Medical's  stock  has  been 
on  the  retreat  since  October,  when  it 
hit  18  a  share.  But  the  stock's  plunge 
to  as  low  as  10  in  early  March  and  the 
company's  new  focus  on  its  low-cost  IV 
pump  have  caught  the  fancy  of  some 
smart  investors.  Their  recent  buying 
has  pushed  up  the  stock  to  around  12. 
HEALTHY  REWARDS.  Advanced  Medical 
owns  exclusive  worldwide  rights  to  a 
new  fluid-delivery  technology  that  uses 
a  microcomputer  to  control  the  pump- 
ing of  fluids  into  the  body.  And  the 
technology  makes  it  possible  to  build 
portable  infusion  pumps,  which  are 
lighter  and  easy  to  use,  he  adds.  "They 
offer  great  economy  in  replacing  the 
old,  complex  electromechanical 
pumps,"  he  says.  Advanced  Medical  ex- 
pects to  get  government  approval  this 
year  for  the  marketing  of  the  pumps. 

A  number  of  companies  have  already 
approached  Advanced  Medical  for  stra- 
tegic alliances,  says  one  investor.  Prop- 
per, who  was  previously  a  pediatric  on- 
cologist and  a  professor  at  Harvard 
University  Medical  School,  admits  that 
talks  are  now  under  way  with  several 
big  medical-instrument  companies  on 
possible  joint  ventures  for  the  pumping 
technology  and  other  new  products. 

Gunther  says  Advanced  Medical's 
stock  is  undervalued  and  expects  it  to 
double  in  the  next  18  months.  He  fig- 


ADVAHCED  MEDICAL: 
READY  TO  SNAP  BACK? 


1=4 


STOCK  PRICE 


on.  25,  '91 
▲  DOLURS 


MAR,  17,  '92 
DATA:  BRIDGE  INFORMATION  SYSTEMS  INC, 


ures  AM  will  earn  $1.20  a  share  in  1994 
and  80(t  in  1993,  up  from  several  cents 
this  year.  Another  analyst,  Kidder  Pea- 
body's  Ruth  Alon,  who  issued  a  buy 
rating  on  the  stock  on  Mar.  18,  sees 
earnings  of  20$  this  year,  and  70$  to 
75$  next  year.  "Both  estimates  are 
low,"  says  one  insider. 


AN  LBO  ROOKIE 
MASTERS  THE  GAME 


eating  the  big  Wall  Street 
.sharpshooters  at  their  own 
game  is  every  investor's  dream. 
Management  consultant  Robert  Shaw, 
who  did  just  that  to  break-up  boys 
Kohlberg  Kravis  Roberts,  ended  up 
owning  International  Jensen  for  practi- 
cally nothing  and  made  a  bundle  when 
he  took  the  company  public  on  Feb.  12, 
at  11 V2  a  share.  It  now  trades  at  14. 

Shaw  still  owns  some  38%'  of  the 
company,  worth  $30  million  or  so.  At 
the  public  offering  price,  Shaw  raked 
in  a  cool  480  times  his  original  invest- 
ment. Here's  how  Shaw  used  just 
$65,000  of  his  own  money  to  buy  Jen- 
sen from  KKR  in  1988  and,  some  40 
months  later,  sold  lO'X  of  his  2.6  million 
shares  for  $2.5  million. 

Jensen,  a  maker  of  loudspeakers  for 
cars  and  home  audio  systems,  was  a 
unit  of  the  conglomerate  Esmark, 
which  ended  up  being  acquired  by  Be- 
atrice in  early  1988.  Beatrice,  in  turn, 
was  acquired  by  KKR  in  one  of  the 
most  celebrated  LBOs  of  the  1980s. 
Shaw  had  been  hired  by  Esmark  in 
1984  to  turn  Jensen  around. 

Shaw  got  the  chance  to  buy  Jensen 
when  KKR  started  selling  off  pieces  of 
Beatrice.  Using  KKR's  own  strategy. 


Shaw  borrowed  807'  of  the  $15.7  mil 
lion  purchase  price  and  linked  up  with! 
William  Blair,  the  Chicago  investment! 
bank,  which  financed  all  but  $65,000  of  j 
the  rest  of  the  cash,  to  buy  Jensen  inl 
1988.  Based  on  its  market  cap,  Jensenj 
is  now  worth  $75  million. 

Shaw  is  now  Jensen's  chairman,! 
president,  and  CEO  and  has  turned  thel 
company  to  profitability.  "Jensen  today! 
is  debt-free  and  enjoying  robust  sales! 
of  both  automotive  and  home  speaker! 
systems,"  says  investment  adviser! 
Charles  Allmon,  editor  of  New  Issuel 
Digest  in  Chevy  Chase,  Md.  Jensen's! 
major  customers  include  Ford,  Chrys-[ 
ler,  and  Mazda.  Retailers  that  sell  its! 
products  include  Wal-Mart,  Kmart,  and! 
Sears  Roebuck.  Per-share  profit  for  the! 
first  nine  months  of  fiscal  1992,  ended! 
on  Feb.  29,  rose  to  $1.42  a  share  from| 
$1.01  in  the  same  1991  period. 


A  NEW  PLAY 

FOR  AN  OLD-TIMER 


Guess  who's  attracting  new  in-l 
terest  in  the  volatile  upstart  IPoj 
market?  None  other  than  one! 
of  those  old,  big  blue  chips,  Owens-I 
Illinois.  This  major  producer  of  glass! 
and  plastic  packaging  containers  was! 
acquired  in  a  leveraged  buyout  by  KKRj 
in  1987.  On  Dec.  11,  KKR  took  it  publici 
again  by  selling  60  million  shares  at  111 
apiece.  The  hot  offering  quickly  shotj 
up  to  14,  before  cooling  down  to  12. 

"At  its  current  price,  the  stock  isj 
truly  cheap — it's  one  of  the  world's! 
largest  packagers  and  makes  one  of! 
every  two  glass  containers  produced! 
worldwide,"  says  Stuart  Shikiar,  man| 
aging  director  of  Prudential  Invest-) 
ment  Management,  which  oversees  as-l 
sets  of  $2  billion.  He  figures  that  thej 
stock  has  a  lot  of  elbow  room  on  thel 
upside,  perhaps  to  the  mid-20s  over  the! 
next  12  to  18  months.  "It's  a  global-] 
class  company  that  dominates  a  hug" 
industry  and  is  selling  at  a  modes 
price-earnings  ratio  of  10,"  he  adds. 

Owens-Illinois  is  a  "perfect  econom 
ic-recovery  play,"  Shikiar  notes,  be 
cause  the  container  and  packagin 
business  definitely  benefits  from  an 
rise  in  business  activity.  As  a  low-cos 
producer,  Owens-Illinois'  operatin 
profit  margin  has  been  widening.  S 
earnings  are  pointing  up,  he  adds.  Shi 
kiar  projects  earnings  of  90$  a  shar 
for  this  year  and  $1.25  next  year,  up 
sharply  from  1991 's  63$.  Revenues  ar 
expected  to  rise  to  $3.8  billion  this  yea 
and  to  $4.1  billion  in  1993  from  las 
year's  $3.6  billion. 
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A  New  Dimension 
In  Teaghiig  Science* 


For  years,  educators  have  seen  worlds  of  potential  for  TV  as  a  teachlns  tool.  Television  can  brins  dry 
eory  to  life— and  transport  young  people  to  new  dimensions  of  understanding. 
Public  television  station  Thirteen/WNET  in  New  York  and  Texaco  recognized  that  the  key  to  finally  fulfilling 
levision's  potential  is  to  focus  on  our  most  valuable  educational  resource:  the  teacher. 
With  a  grant  from  Texaco,  WNET  developed  the  Teacher  Training  Institute  for  Science,  Television  and 
chnology  Praised  by  the  U.S.  Department  of  Education,  TTI  shows  teachers  how  to  integrate  action-packed, 
•lorful  programming  into  their  cumcula  to  turn  young  minds  on  to  science  in  a  TV  generation. 
After  a  highly  successful  and  acclaimed  pilot  program,  TTI  is 
panding  to  many  parts  of  the  country,  thanks  to  a  grant  from     ^  V  ^  "  ^  ^ 
e  Corporation  for  Public  Broadcasting  and  additional  ^  ^  ^ 

iding  from  Texaco.  Now  science  teachers  and  students 

ross  the  U.S.A.  can  benefit  from  this  exciting,  new  - 
nension  in  teaching.  =  ^ 

Texaco  is  proud  to  help  motivate  a  new  generation  of  v^,  ^  ISP^ 

ung  scientists  with  new  worlds  to  conquer  Amii  '!^^^. 

Wyfif       «•  -  ^  THE  ENERGY 
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ENTREPRENEURS  HHBBHB^^^^^^HMHBMHl^^^^^^^^^^^^^H^^^^^^^^HHiHII^^^HHHB^^H 

WYNN'S  WORLD:  WHITE  TIGERS, 
BLACKMCK,  AND  A  MIDAS  TOUCH 


His  Mirage  casino  has  won  over  high  rollers.  Now,  he's  betting  on  the  'mass-market'  crowd 


It's  not  starting  out  as  a  good 
^^Kl  (lay  for  Steve  Wynn.  The 
^^1^^^^  flamboyant  chairman  of  Mi- 
V^^B^^   rage   Resorts   Inc. — the 

^^^p^^  man  who  brought  white  ti- 
gers  and  exploding  volcanoes  to 
Las  Vegas — is  having  problems  with  his 
wristwalch.  "See  that,"  he  says  impatient- 
ly to  the  nervous-looking  manager  of  his 
hotel's  jewelry  shop.  "It's  the  face.  Every 
time  I  move  my  wrist,  it  slips  off  to  the 
side."  It's  the  third  time  Wynn  has  sum- 
moned the  manager,  and  it's  the  third  time 
that  he  has  sent  him  off  to  find  a  new 
watchband. 

Those  who  know  Stephen  A.  Wynn  well 
understand  the  jeweler's  dilemma.  Mercu- 
rial, always  demanding,  Wynn  is  a  man 
with  an  unshakable  notion  of  how  he  wants 
things  done.  He  builds  the  fanciest,  most 
expensive  casinos  in  town,  and,  like  a  rich 
man's  P.  T.  Barnum,  draws  in  high  rollers 
and  celebrities  to  make  the  projects  pay 
off.  "People  love  to  bad-mouth  Steve  be- 
cause he  can  be  extravagant  and  showy," 
says  Jack  Binion,  who  runs  Binion's  Horse- 
shoe casino.  "But  just  about  everything  he 
touches  turns  golden,  and  no  one  is  going 
to  deny  that." 

Two  years  ago  Wynn  laid  down  the  hefti- 
est wager  Las  Vegas  had  ever  seen:  a  $630 
million  hotel  extravaganza  called  the  Mi- 
rage. Many  scoffed  that  he'd  never  make  it 
pay,  but  Wynn  won  the  bet.  Today,  the  Mi- 
rage is  a  cash  machine,  and  its  great  at- 
traction is  pure  Wynn  hyperbole.  A  five- 
story  volcano  out  front  explodes  every  !•") 
minutes  during  the  evenings.  White  tigers 
behind  glass  and  sharks  in  a  tank  greet 
guests  in  the  lobby.  Out  back,  dolphins 
frolic  in  an  enormous  pool. 
AUSSIE  FORAY.  Donald  Trumj)  in  Atlantic 
City  is  also  known  for  his  extravagant  casi- 
nos. But  while  Trump's  debt-burdened  Taj 
Mahal  was  forced  to  restructure,  Wynn  is 
laying  plans  for  more  expansion.  Wynn 
wants  to  devfilop  casinos  in  Australia  and 
Argentina,  where  national  governments 
may  sanction  gambling.  And  pending  regu- 
latory approval.  Mirage  has  been  signed  to 
develop  casinos  on  Native  American  land 
for  the  Sac  and  Fox  nation  in  Kansas  and 
the  Puyallup  tribe  in  Washington  state. 


But  those  projects  are  like  nickel  slots 
compared  to  the  next  big  bet  Wynn  is  plac- 
ing on  Vegas.  With  the  paint  on  the  Mirage 
barely  dry,  he's  spending  $430  million  on 
another  3,000-room  casino  hotel  called 
Treasure  Island.  Planned  for  an  18-acre 
site  next  to  the  Mirage  on  the  Las  Vegas 
strip,  the  new  project  will  have  its  own 
splash  of  daring.  In  a  3(i()-foot  water-filled 
canal,  mock  pirate  ships  will  stage  gun  bat- 
tles where  stuntmen  catapult  into  the  air 
as  explosions  appear  to  destroy  their  ves- 
sels. "It's  dynamite,  pure  magic,"  bubbles 
Wynn.  "Shiver  me  timbers,  walking  the 
])lank.  Who  could  resist  that'.'" 

He  had  better  hope  nobody.  With 
both  Circus-Circus  Enterprises  Inc. 
and  Kirk  Kerkorian  building  hi 
Las  Vegas  casinos,  the  desert 
landscape  is  getting  pretty 
crowded.  Recession  has  de- 
pressed occupancy 
and  Vegas  gaming 
nues  have  dropped 
two   years  running. 
What's  more,  Wynn's 
Mirage  is  cannibaliz- 
ing patrons  from  his 
own  Golden  Nugget 
casino  downtown. 
Nugget  revenues 
slipped  2Y'  last  year. 

In    that  environ- 
ment,  Wynn's  new 
project  is  fraught  with 
risks.  For  one  thing,  its 
original  $300  million  price  tag 
has  surged  by  more  than  a  third  since 
Wynn  announced  it  in  October.  To  cover 
the  increase,  he  has  hiked  a  proposed  new 
issue  of  mortgage-backed  notes  from  $200 
million  to  $300  million.  Keeping  the  jjrice 
down  is  crucial  because  Wynn  intends  to 
market  the  new  casino  to  what  he  calls  the 
"mass  market,"  eschewing  the  high  rollers 
that  his  places  usually  attract.  That  wil 
mean  setting  room  rates  at  $50  or  less, 
about  half  the  Mirage's  current  rate. 

"Steve's  problem  has  always  been  that 
he's  a  tinkerer,"  says  Los  Angeles-based 
casino  consultant  Saul  F.  Leonard.  "He's 
so  creative  that  he  just  can't  stop  himself." 
On  this  day,  as  he  does  every  day,  Wynn  is 


looking  over  plans  at  Atlandia  Design,  M 
rage's  in-house  design  department.  Thirt 
pounds  lighter  from  two  months  of  dietinj 
he's  holding  a  bag  of  niicrowaved  popcor 
as  he  argues  with  Atlandia's  top  designe 
Joel  Bergman.  The  problem'.''  Valets  n 
trieving  cars  will  have  to  veer  around  se' 
eral  columns  to  get  out  of  the  garage 
Wynn  would  rather  move  the  column 
which  will  hike  costs.  And  though  Ben 
man  objects,  the  change  will  be  made. 

Wynn  has  always  been  that  aggressive 
The  son  of  a  Maryland  bingo-parlor  oper; 
tor,  he  got  his  start  in  1967  by  payin 
$35,000  for  a  tiny  piece  of  Las  Vegas'  Fro 
tier  Hotel.  Five  years  later,  he  boug 
Uock  in  Mirage's  predecessor.  Gold 
Nugget  Inc.  There,  he  unco 
ered  employees 
the  take  and 
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VEGAS  VESUVIUS: 
A  "VOLCANO"  IN 
FRONT  OF  THE 
$630  MILLION 
MIRAGE "ERUPTS" 
EVERY  1  5  MINUTES 


was  named  chairman  to  clean  it  up. 
ice  then,  his  rise  in  the  industry  has 
impressive.  After  turning  the  Nugget 
1  moneymaker.  Wynn  o()ened  a  small- 
Dlden  Nugget  in  Atlantic  City  in  1980. 
came  one  of  the  city's  most  profitable 
OS  and  cemented  the  Wynn  formula, 
g  high  rollers  in  by  helicopter  from 
York  and  Philadelphia,  offering  them 
y  of  credit,  and  booking  big  acts  like 
k  Sinatra,  Wynn  filled  the  place  with 
ipenders.  When  he  sold  out  to  Bally 
ifacturing  Corp.  in  1987  for  $440  mil- 
his  pretax  gain  was  $170  million, 
e  timing  of  Wynn's  departure  from 
itic  City  was  uncanny:  Within  a  few 
hs,  the  overbuilt  resort  began  a  long 
By  then,  Wynn  was  already  focused 
le  Mirage.  To  buil 
3,000- 


room  hotel,  he  pushed  the  company's  total 
1990  debt  load  to  more  than  $1  billion — 66'a 
of  capital.  He  spent  $45  million  to  build  a 
320-acre  golf  course  lined  with  10,000  pine 
trees  trucked  in  from  Canada.  And  he 
signed  Siegfried  &  Roy,  the  illusionist  act, 
to  a  five-year  deal  worth  $47  million.  With 
all  the  hoopla,  many  skeptics  thought  the 
debt  service  would  eat  him  up. 
IF  YOU  BUILD  IT . . .  Wynn  rolled  the  dice 
anyway.  "What  people  didn't  understand  is 
that  we're  selling  fun  and  games  and 
wham-bam-thank-you-ma'am  excitement," 
he  says.  "You  build  something  big  and  fan- 
cy, and  people  are  going  to  want  to  come 
and  see  it."  They  did.  In  1991,  the  Mirage's 
second  year,  operating  cash  flow  hit  $201 
million,  which  analysts  contend  is  a  record 
for  a  single  casino  property.  That  was 
enough  for  Wynn  to  retire  nearly  a  third  of 
the  company's  debt.  Mirage  Re- 
sorts' net  income  leaped 
57'  ;  in  1991,  to  $46.8  million, 
though  the  recession  clipped 
9.5'^  off  revenues,  which  came  in 
at  $822.8  million. 

The  Mirage's  secret  wasn't  just 
a  fancy  building.  Wynn  raided 
other  casinos,  stealing  top-paid 
marketing    employees  with 
worldwide  contacts.  He  has 
two  private  jets  in  the  air 
most  of  the  time,  which  opera- 
tives in  Asia  fill  with  some  of 
the  world's  richest  gamblers. 
He  has  also  discovered  the 
magic  of  boxing.  Wynn  star- 
tled the  fight  game  by  paying 
$40  million  to  promote  the  Bust- 
er Douglas-Evander  Holyfield 
heavyweight  bout  in  1990.  The 
fight  lost  $2  million — but  it  lured 
enough  big  spenders  into  the  casino 
to  offset  that  deficit  severalfold. 
While  promoting  the  fight,  Wynn 
also  ran  smack  into  his  longtime  nem- 
esis: Donald  Trump.  Wynn  has  never 
forgiven  him  for  buying  4.97'  of 
Golden  Nugget's  stock  in  a 
stalled  1987  takeover  bid. 
Boxing  promoter  Mike 
Trainer    says  that 


closed-circuit  rights  for  the  Douglas-Holy- 
field  fight,  Wynn  refused  to  sell  to  any  of 
Trump's  Atlantic  City  casinos.  When  other 
casinos  told  Wynn  they  liked  to  bid  as  a 
group,  he  skipped  Atlantic  City  altogether. 
'Trainer  figures  the  snub  cost  him  $'250,000. 

Wynn  definitely  does  things  his  own 
way.  But  who's  to  argue?  He  owns  337'  of 
Mirage's  stock,  and  his  brother  and  wife  sit 
on  the  board.  He  pays  himself  $2  million  a 
year  and  lives  like 
the  celebrities  he 
courts  to  add  glit- 
ter to  his  casinos. 
At  his  50th-birth- 
day  party  in  Janu- 
ary, guests  includ- 
ed actor  George 
Hamilton,  Quincy 
Jones,  and  former 
baseball  commis- 
sioner Peter  Ue- 
berroth. Michael 
Jackson  is  a  fre- 
quent guest  in  the 
Mirage's  posh  bun- 
galows. He  likes 
to  watch  the 
dolphins. 

Wynn  and  his 
wife,  Elaine,  have 
been  together  for 
28  years,  though 
they  were  divorced 
five  years  ago  and 


Treasure 
Island  will 
have  a 
360-foot 
canal  with 
pirate 
ships  and 
mock  gun 
battles— if 
Wynn  can 
sell  $300 
million  in 
bonds  to 

pay  for  it  ,  , 

remarried  last 
June.  Since  1978,  they  have  lived  in  the 
same  place  near  Las  Vegas,  but  they  just 
bought  the  house  next  door  in  order  to  tear 
them  both  down  and  build  an  8,000-square- 
foot  mansion  in  their  place.  An  exercise  fa- 
natic, Wynn  loves  to  jog  and  hit  the  Stair- 
master.  A  lack  of  peripheral  vision  caused 
by  the  eye  disease  retinitis  pigmentosa 
keeps  him  from  driving,  but  it  doesn't  pre- 
clude golfing  or  skiing. 

Wynn's  brash,  take-it-or-leave-it  style  an- 
noys a  lot  of  people  in  Las  Vegas.  But  most 
think  he's  good   for  gambling.  Henry 
Gluck,  chairman  of  rival  Caesar's  World 
Inc.,  puts  it  this  way:  "You  have  to  sepa- 
rate the  ego  from  the  accom- 
plishments.  We  don't  care 
what  he  says  or  does  as 
long  as  it  brings  in  busi- 
ness to  the  city."  Wynn, 
though,  has  to  watch  that 
his  ego  doesn't  interfere 
with  all  he  has  built. 
'^^^L    A  visionary  named 
^^^P^Ka    Bugsy  Siegel  once 
^^pK^^^   came  to  Las  Vegas 
V^^^^y    and   got  overex- 
^^^p^^  tended  in  a  hurry. 

Wynn  has  shown  time 
and  again  that  he's  a  lot  smarter  than  that. 
But  he'll  need  to  play  his  cards  carefully  to 
make  sure  his  latest  gamble  pays  off  like 
the  rest. 

By  Ronald  Grover  in  Las  Vegas 
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D  BY  SUNITA  WADEKAR  BHARGAVA 

lEW  STOPPER  FOR  STICKUP 
TISTS:  COMPUTERIZED  lOCKS 


The  ongoing  battle  be- 
tween those  who 
make  locks  and  those 
who  crack  them  has  last- 
ed for  centuries.  Now, 
Mas-Hamilton  Group,  a 
lock-manufacturing  com- 
pany based  in  Lexing- 
ton, Ky.,  hopes  to  con- 
found safecrackers  with 
its  computer-controlled 
combination  lock,  the  X- 
07.  On  top  of  the  lock 
nestles  a  liquid-crystal 
display,  and  inside  is  a 
^processor.  Spinning  the  dial  powers  a  small  generator 
produces  electricity  to  operate  the  computer.  Entering  the 
'ct  code  numbers  on  the  LCI)  activates  a  lever  that  retracts 
It.  The  company  claims  the  computer  lock  is  designed  to 
itand  all  known  forms  of  outside  entry,  including  using  an 
•nal  computer  to  break  the  combination. 
D.  Hamilton,  marketing  vice-president  at  Mas-Hamilton, 
the  X-07  has  1  million  combinations  vs.  the  300,000  for 
lanical  locks.  He  expects  the  $679  lock  to  be  used  by 
•al  agencies  to  store  classified  documents,  as  well  as  by 
s,  jewelers,  and  convenience  stores. 


W  TO  GET  THE  SLOPPINESS 
T  OF  CERAMICS 


hard  to  make  ceramics  with  very  precise  and  accurate 
nensions,  because  they  ordinarily  shrink  after  they  have 

fired.  In  addition,  many  ceramic-making  processes  use 
IS  or  other  binding  elements  that  must  be  burned  off — 
ng  environmental  contamination.  Blasch  Precision  Ceram- 
I  Schenectady,  N.  Y.,  says  it  has  overcome  these  problems 
a  simpler,  low-pressure  process  that  forms  high-precision 
nic  parts  without  machining. 

produce  ceramics  with  very  small  pore  size  and  uniform 
ity,  says  Blasch  President  David  Bobrek,  the  company 
special  formulas  that  control  the  distribution  of  particles 
e  ceramic  before  it  is  fired.  As  a  result,  such  ceramics 
very  low  shrinkage  rates  of  about  0.1%  to  0.5%,  compared 

the  typical  25%  to  30%-  for  ceramics  such  as  zirconia. 
e  ceramics  are  also  able  to  withstand  temperatures  of  up 
lOOF — several  hundred  degrees  higher  than  other  ceram- 
iobrek  expects  major  uses  for  the  materials  to  be  in  the 
letal  industries,  particularly  for  parts  such  as  nozzles  that 

in  contact  with  molten  metals. 


HTING  FIRE  WITH 
[ALYPTUS  OIL? 


rater  is  fine  for  putting  out  most  small  fires.  But  some- 
thing more  effective  is  often  needed  against  forest  fires 
blazes  involving  natural  gas  or  phosphorus.  A  few  fire 
ftments  are  using  a  new  additive  that  works  eight  times 
ist  as  water  alone  and  is  more  versatile  than  other  fire 
ressants.  Pyrocap  B-136,  in  foam  form,  blocks  atmospher- 
:ygen  from  the  fire.  Its  nitrogen-rich  mixture  also  im- 


proves the  penetration  of  water  and  reacts  with  hydrocarbons 
in  the  fire  to  absorb  heat  rapidly.  A  combination  of  urea, 
eucalyptus  oil,  alfalfa,  and  other  environmentally  friendly  in- 
gredients, Pyrocap  eliminates  toxic  smoke  and  some  poisonous 
gases  and  leaves  burned  material  cool  to  the  touch. 

Pyrocap's  inventor,  John  States,  says  he  got  the  idea  from 
American  Indian  folklore  about  fires  being  put  out  with  urea 
and  other  natural  ingredients.  The  product  has  just  been  or- 
dered by  fire  departments  in  Washington,  D.  C,  Detroit, 
Compton,  Calif.,  and  Fairfax,  Va.,  and  has  been  approved  by 
the  Agriculture  Dept.  and  the  Forest  Service  to  combat  forest 
fires.  Unified  Industries  Inc.,  in  Springfield,  Va.,  is  marketing 
Pyrocap,  which  sells  for  $35  a  gallon. 


ALUMINUM  MAY  BE  BAD  NEWS 
FOR  THE  HUMAN  BRAIN 


First  it  was  lead,  then  mercury.  Now,  it  looks  as  if  alumi- 
num, a  metal  common  in  leafy  vegetables,  tea,  and  pro- 
cessed foods  such  as  cream-filled  cookies  and  nondairy  cream- 
ers, may  be  a  candidate  for  the  list  of  toxic  no-nos.  Up  to  now, 
the  Food  &  Drug  Administration  has  regarded  aluminum  as 
generally  safe  to  consume.  But  a  new  study  from  the  Universi- 
ty of  California  at  Davis  indicates  that,  just  like  its  metallic 
cousins,  aluminum  may  have  a  detrimental  impact  on  brain 
function  when  it's  ingested. 

In  the  study  reported  in  the  journal  Toxicology  &  Applied 
Pharmacology,  mice  fed  aluminum-spiked  food  performed 
poorly  on  tests  used  as  indicators  of  neurotoxic  agents.  Com- 
pared with  normal  mice,  they  showed  lower  grip  strength, 
fewer  startle  responses  to  loud  noises,  and  less  general  activi- 
ty. Moreover,  when  the  aluminum  was  ingested  with  citrate,  a 
compound  that  binds  readily  with  metals,  the  degenerative 
effects  occurred  sooner.  This  indicates  that  aluminum  found  in 
juices  and  wine  coolers,  all  of  which  can  contain  citrate,  may 
be  more  worrisome  than  aluminum  contained  in  other  foods. 


LET'S  GO  TO  THE  VIDEOTAPE, 

MR.  McEnroe 


Line  disputes  between 
players  and  judges 
are  common  at  most  ten- 
nis matches.  To  make 
such  decisions  strictly 
impartial,  an  Israeli  soft- 
ware company,  DSI  of  Gi- 
vat  Shmeul,  a  subsidiary 
of  the  U.  S.-based  DSSI, 
has  developed  an  Auto- 
matic Line  Officiating 
System.  ,A.LOS  includes 
an  array  of  video  cam- 
eras that  record  the 

ball's  position  at  any   

point  on  the  border  of  the  court.  The  results  are  then  visually 
displayed  to  officials  and  spectators — all  within  half  a  second. 
DSI  President  Samuel  Fogel  says  that  a  commercial  system, 
which  he  plans  to  lease,  will  be  out  within  a  year. 

Line  systems  are  not  a  new  concept.  Two  alternative  sys- 
tems have  already  been  developed  in  Australia  and  the  U.  S. 
A  line  system  from  Canada,  Accu-Call,  relies  on  an  overlay  of 
electronic  circuitry  around  the  court.  However,  these  have  not 
been  adopted  extensively  for  tennis  tournaments.  Fogel  is 
marketing  the  ALOS  system  as  a  way  to  save  big  on  officiating 
costs — and  hoping  it  will  catch  on. 
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THE  GENE  DOCTORS 
ROLl  UP  THEIR  SLEEVES 


i'li 


(lie 


Instead  of  drugs,  they'll  give  patients  DNA  to  cure  their  diseases — and  a  lot  sooner  than  most  though 


When  University  of  Michigan 
cardiologist  Jeffrey  M.  Leiden 
plunged  into  gene  therapy  in 
1989,  he  was  one  of  a  small  number  of 
dreamers  venturing  out  of  the  main- 
stream. It  was  a  seductive  goal — curing 
disease  by  inserting  genes,  the  strands 
of  I».\A  whose  biochemical  codes  govern 
all  life.  But  tough  scientific  problems 
and  looming  regulatory  hurdles  made 
payoffs  seem  elusive.  "Even  two  years 
ago,  many  people  said  that  gene  therapy 
was  Star  Trek  stuff,"  Leiden  recalls. 

Things  have  changed  at  warp  speed. 
In  the  past  few  months,  National  Insti- 
tutes of  Health  scientists  have  proven 
that  I)N.\  can  successfully  treat  children 
with  faulty  immune  systems.  Seven  oth- 
er clinical  trials  are  under  way,  with  doz- 
ens more  planned.  In  the  lab,  Leiden  and 


ed  as  the  father  of  the  field,  expected 
gene  doctoring  to  be  limited  largely  to 
inherited  disorders  such  as  cystic  fibro- 
sis or  hemophilia.  These  diseases  arise 
when  a  faulty  gene  keeps  the  body  from 
making  one  crucial  protein — with  hemo- 
philia, for  example,  one  that  clots  blood. 
More  common  illnesses,  including  cancer 
and  heart  disease,  involve  a  complex  in- 
teraction between  several  genes  and  the 
environment,  says  biologist  and  pediatri- 
cian Fred  D.  Ledley  of  the  Baylor  Col- 
lege of  Medicine.  Gene  therapy  for  these 
was  viewed  as  a  much  longer  shot. 

But  now,  researchers  are  identifying 
scores  of  new  genes  every  year.  At  the 
current  rate,  they  may  know  enough 
soon  to  treat  dozens  of  maladies,  either 
by  counteracting  "liad"  genes,  such  as 
those  that  lead  to  colon  cancer,  or  by 


f,  111 


troversial  conclusion:  that  gene  therap 
threatens  the  entire  drug  industry.  Wh 
take  drugs  daily  to  lower  cholesterol  c 
control  asthma  if  a  single — or  monthly- 
injection  of  a  gene  does  the  same  ( 
prevents  the  problem?  "The  big  comp: 
nies  should  be  looking  over  their  shou 
ders.  Many  of  their  products  could  t 
supplanted,"  says  Dr.  Paul  I.  Nadle 
Sandoz  Pharmaceutical  Corp.'s  vice-prei  itiiiei 
ident  for  scientific  planning  and  evalui 
tion.  Sandoz  has  invested  more  tha 
$100  million  in  gene  therapy  and  relate 
technology,  including  a  60''''  stake  in  Ca 
ifornia  startup  Systemix  Inc.  Other  dru 
giants  are  scouting  for  deals. 
SAFETY  FIRST.  No  One  expects  geneticall 
tailored  commercial  products  befor 
1996,  but  the  field  is  moving  fast.  In  th 
1980s,  proposals  to  do  gene  therapy 


THREE 

APPROACHES 
TO  GENE 
THERAPY 


DtllVERING  GENES  TO  LUNGS  TO  CURE  CYSTIC  FIBROSIS 

Because  the  altered  cells  eventually  die,  this  method  is  temporal  y  and  requires  periodic  genetic  ti 


Attach  a  copy  of 
the  corrective  gene 
for  cystic  fibrosis  to 
a  harmless  version 
of  the  virus  that 
normally  causes  the 
common  cold 


Put  the  virus  witi  W 
corrective  gene  \i  t 
liquid  droplets.  D 
these  dov/n  a  tubl 
into  the  lung 


other  researchers  are  devising  ingenious 
ways  to  slip  DKA  into  the  body  to  fight 
ailments  ranging  from  .-MDS  and  heart 
problems  to  cancer  and  Parkinson's  dis- 
ease. And  in  the  past  few  years,  a  dozen 
or  more  gene-therapy  companies  have 
raised  war  chests  totaling  $400  million- 
plus.  "There  has  been  an  explosion  in 
the  .science  in  the  last  two  years,"  says 
Max  Link,  CEO  of  Sandoz  Pharma  Ltd. 
"We  are  in  the  era  of  gene  therapy." 

Proponents  now  see  this  as  a  far  big- 
ger boon  for  medicine  than  scientists 
once  thought.  Pioneers  such  as  the  NIH's 
Dr.  W.  French  Anderson,  who  is  regard- 


enhancing  "good"  genes,  such  as  those 
that  keep  arteries  unclogged.  Scientists 
even  are  turning  gene  therapy  into  a 
drug  delivery  system.  In  animal  tests, 
they're  using  it  to  put  growth  hormone 
in  the  bloodstream,  to  deliver  proteins 
that  help  the  body  wipe  out  tumors,  and 
to  insert  genes  that  enable  T-cells  to  re- 
sist deadly  Hiv,  the  virus  that  causes 
AIDS.  "We  are  witnessing  a  flowering  of 
gene  therapy  in  terms  not  thought  of 
before,"  says  Dr.  Francis  S.  Collins,  a 
molecular  geneticist  at  the  University  of 
Michigan. 

The  progress  leads  boosters  to  a  con- 


the  clinic  were  held  up  by  endless  que 
tions  from  NIH  and  Food  &  Drug  Admii 
istration  reviewers  over  safety  and  et' 
ics.  Finally,  in  May,  1989,  Anderso; 
along  with  two  other  NIH  scientists,  D 
Steven  A.  Rosenberg  and  Dr.  R.  Micha; 
Blaese,  made  history  by  inserting  tl 
first  new  gene  into  a  person,  a  patie 
with  the  deadly  skin  cancer  melanom 
The  new  DNA  didn't  combat  the  cance] 
it  was  only  a  marker,  charting  the  wo 
of  tumor-fighting  cells. 

Then,  on  Sept.  14,  1990,  Anderson  ar| 
colleagues  at  the  NIH  and  Genetic  Theri 
py  Inc.  (GTI)  in  Gaithersburg,  Md.,  beg; 
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ivv  ambitious  experinienl.  They  net 

0  treat  a  devastatinj?  inherited  dis- 
i<nown  as  ADA  deficiency,  which  is 
3d  by  a  faulty  gene  that  leaves  vic- 

unable  to  make  a  vital  enzyme 

1  adenosine  deaminase.  As  a  result, 
:  substances  accumulate  in  the 

I,  killing  off  lymphocytes,  the  front 
5  of  the  immune  system.  Defense- 
against  germs,  patients  usually  die 
ildliood. 

URAL  BREAKTHROUGH.'  Anderson's 
began  by  extracting  T-cell  lympho- 
from  a  4-year-old  ADA  deficiency 

II.  They  put  a  corrected  version  of 
a)A  gene  into  the  cells'  DNA,  then 
ed  the  T-cells  back  into  the  girl's 
(stream.  The  corrected  cells  gradu- 
die,  so  the  procedure  was  repeated 
I  month  or  so.  Now,  18  months  and 
nore  patient  later,  the  NIH  scientists 
onvinced  that  their  strategy  works, 
girls  are  doing  well,  and  one  even 

■d  healthy  when  chicken  pox  swept 
school.  "We  all  held  our  breath," 
Blaese.  "It  was  an  acid  test  of  the 
ment."  It  was  also  "a  cultural 
kthrough,"  says  Anderson,  who 
1  that  much  opposition  on  regula- 
panels  at  the  .viH  and  the  FDA  has 
jated.  The  nih  panel  has  now  ap- 
;d  17  gene-therapy  trials, 
one  of  these,  the  NIH's  Rosenberg 
ding  genes  for  tumor-attacking  sub- 
:es  into  the  cancer-fighting  cells 
using  to  treat  skin-  and  kidney-can- 
atients.  The  first  results  are  expect- 


The  virus  infects 
cells  lining  the 
lung,  carrying  in 
the  good  gene. 
The  cells  then 
make  the  correct 
protein,  alleviating 
the  disease 


INJECTIHG  GENES 
TO  FIGHT  CANCER 

This  form  of  genetic  ffieropy  shows  pro- 
mise m  treating  many  forms  of  cancer 

Start  v/ith  a 
gene  for  an 
antigen- 
a  type  of 
protein  that 
provokes  a 
strong  re- 
sponse from 
the  patient's  immune  system.  Mix  the 
gene  with  liposomes,  or  drops  of  fat, 
that  surround  the  gene 


Inject  the 

gene- 
containing 
liposomes 
directly  into 
a  tumor 


Some  tumor 
cells  sv/allow 
the  lipo- 
somes. The 
cells  then  , 
make  the 
antigen 


Killer  T-cells, 
immune 
system  cells 
that  attack 

y    --^      itflHr^  ji  '"''Ciders, 
Wkk.-     J'SB^^^  home  in  on 

the  antigen. 
They  kill  not 
just  the  tumor  cells  that  are  making  the 
antigen  but  other  tumor  cells  as  well 

DATA  BW 


ed  this  spring.  In  another  trial.  Dr.  .Mal- 
colm K.  Brenner  of  St.  Jude  Children's 
Research  Hospital  in  Memphis  is  insert- 
ing marker  genes  into  bone  marrow  cells 
during  bone  marrow  transplants  ior  leu- 
kemia. That  way,  he  can  tell  if  relapses 
are  caused  by  cancer  cells  that  survive 
eradication  of  the  patients'  own  bone 
marrow  or  if  leukemia  is  inadvertently 
reintroduced  with  the  replacement  mar- 
row cells.  Next,  he  plans  to  add  genes 
that  help  fight  the  cancer. 

Bolder  experiments  lie  just  ahead.  Dr. 
James  M.  Wilson,  a  geneticist  at  the  Uni- 
versity of  Michigan,  will  soon  use  gene 
therapy  to  tackle  an  inherited  disease 
called  familial  hypercholesterolemia.  Vic- 
tims- lack  a  protein,  the  ldl  receptor, 
that  processes  cholesterol.  Blood  choles- 
terol levels  soar,  and  heart  attacks  often 
occur  before  age  10.  Wilson  will  extract 
liver  cells,  put  in  the  gene  for  the  LDL 
receptor,  then  place  the  cells  back  in  the 
liver.  The  hoped-for  result:  a  decline  in 
cholesterol  levels. 

VACCINE  FACTORIES.  At  the  XIH,  mean- 
while, Anderson's  team  is  aiming  for  the 
crowning  achievement:  permanent  cures. 
In  place  of  periodic  ADA  therapy,  Ander- 
son wants  to  slip  the  curative  gene  into 
progenitor  cells — factories  that  resupply 
blood  with  new  cells.  Then  the  gene 
would  be  continually  produced.  The  trick 
is  finding  progenitor  cells.  Normally, 
they  live  in  bone  marrow.  But  a  few  are 
in  the  blood,  and  researchers  at  CellPro 
in  Bothell,  Wash.,  have  devised  a  way  to 
pluck  them  out.  Once  that's  done,  Ander- 
son will  insert  new  genes  in  them — and 
perhaps  get  them  to  return  to  the  bone 
marrow  and  cure  .\D.\. 

Such  trials  are  the  tip  of  what's  hap- 
pening in  scores  of  university  and  com- 
pany labs.  "It's  a  hot  race,  with  big 
stakes  as  to  which  approaches  get  estab- 
lished first,"  says  Paul  Tolstoshev,  GTI's 
vice-president  for  research.  Much  of  the 
work  centers  on  the  delivery  system  for 
gene  therapy.  Today's  clinical  trials  all 
use  modified  retroviruses — one  type  of 
virus — as  gene  taxis.  These  viruses  have 
the  ability  to  insert  their  own  genes  into 
the  DNA  of  cells  they  infect.  The  job  of 
gene  doctors  is  to  snip  out  genes  that 


IRNING  THE  BODY'S  CELLS  INTO  MINIATURE  DRUG  FACTORIES 

s  metfiod  could  be  used  to  deliver  insulin,  growtfi  fiormone,  vaccines,  or  wound-fiealing  factors  for  months  of  a  time 

Insert  a  gene 
that  produces 
an  essential 


protein  into  a 
plasmid,  a 
ring  of  DNA 


Inject  the 

plasmid  into 
any  muscle, 
where  cells 
then  swallow 
the  DNA 


■k.„„.i 


Muscle  cells 
make  insulin  or 
other  proteins 
whose  instructions 
are  contained  in 
the  gene.  The 
protein  goes  into 
the  bloodstream 
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DR.  RONALD 
CRYSTAL  OF  THE 
NATIONAL  HEART, 
LUNG  &  BLOOD 
INSTITUTE  HOPES 
TO  TRY  HIS  GENE 
THERAPY  FOR 
CYSTIC  FIBROSIS 
IN  PEOPLE  WITHIN 
A  YEAR 


make  a  retrovirus  deadly  and  substitute 
tlierapeutic  ones  tliat  the  virus  can  in- 
sert elsewhere. 

This  process  has  its  weaknesses,  how- 
ever. Retroviruses  insert  genes  random- 
ly into  infected  cells'  DN.-V,  raising  a  re- 
mote risk  of  disrupting  the  original 
genetic  machinery  enough  to  cause  can- 
cer or  other  problems.  Retrovirus  taxis 
can  infect  only  dividing  cells  and  so 
don't  work  for  genetic  therapy  in  the 
brain  or  lung,  where  cells  either  don't 
divide  or  do  so  slowly.  And  gene  doctors 
typically  must  take  cells  out  of  the  body 
to  insert  new  genes  with  retroviruses. 
That's  costly  and  time-consuming. 

Now,  alternatives  are  emerging.  One 
is  a  delivery  system  using  adenoviruses, 
which  cause  the  common  cold.  These  vi- 
ruses can  infect  nondividing  cells  and 
don't  insert  their  genes  into  the  cells' 
DKA.  While  running  one  spring  day  in 
1989,  Dr.  Ronald  G.  Crystal  of  the  "Na- 
tional Heart,  Lung  &  Blood  Institute 
saw  how  the  viruses  could  help  treat 
cystic  fibrosis.  Victims  of  the  disease 
suffer  from  a  dangerous  buildup  of  mu- 
cus in  the  lungs  because  they  lack  a 
protein  that  channels  vital  substances 
through  the  walls  of  lung  cells.  Crystal 
has  been  able  to  insert  the  correct  gene 
into  crippled  adenoviruses  and  deliver 
the  tidy  genetic  package  to  rat  lungs 
through  a  tube.  The  cells  then  make  the 
key  protein.  -Crystal  aims  to  try  the  tech- 
nique on  people  within  a  year  if  he  can 
rule  out  dangerous  side  effects.  "We 
know  it's  going  to  work,"  he  says.  "The 
question  is  if  it's  safe." 

Viruses  are  only  one  delivery  vehicle. 
Fat  droplets  known  as  liposomes  also 


seem  to  work.  And  geneticist  Dr.  Jon  A. 
Wolff  of  the  University  of  Wisconsin 
has  discovered  that  muscle  cells  will 
swallow  loops  of  DNA  (illustration,  page 
79),  a  phenomenon  being  exploited  by 
San  Diego-based  Vical  Inc.  to  turn  mus- 
cle cells  into  vaccine  factories. 

Most  gene-therapy  companies  are 
looking  for  something  even  better:  a  ve- 
hicle that  can  be  injected  and  go  directly 
to  its  target.  These  would  zip  through 
the  body  like  guided  missiles,  carrying- 
new  genes  only  to  such  tissues  as  liver 
or  tumors  that  need  them.  Once  these 
are  perfected,  suggests  Dr.  Albert  B. 
Deisseroth  of  M.  D.  Anderson  Cancer 
Center  in  Houston,  gene  therapy  could 
become  an  inexpensive  outpatient  proce- 
dure. Test  results  are  tantalizing.  A  sys- 
tem fashioned  from  DNA  and  protein  by 
the  University  of  Connecticut's  Dr. 
George  Yung-hsing  Wu  and  Catherine 


Wu,  for  example,  has  delivere 
genes  to  livers  of  rabbits,  lov 
ering  their  cholesterol  leveli 
TargeTech  Inc.  in  Merider 
Conn.,  aims  to  turn  the  idea  int 
a  commercial  product. 

Even  gene  therapy  optimist 
are  amazed  by  such  progres, 
"Much  of  this  work  seemed  lik 
elegant  molecular  fantasies  jus 
a  year  ago,"  says  Harvard  Un 
versify  geneticist  Jerome  ] 
Groopman.  Now,  it  looks  as  if 
can  be  used  to  cure  scourges  c 
humanity.  "The  real  opportunit 
is  cancer,"  says  Harry  Hixsoi 
chairman  of  Somatix  Therap 
Corp.  in  Alameda,  Calif.,  and 
former  president  of  biotec 
powerhouse  Amgen  Inc.  "Gen 
therapy  can  provide  the  bas: 
for  treatment  and  cure." 
'SUICIDE  GENE.'  Witness  the  n 
suits  that  Massachusetts  Inst 
tute  of  Technology  geneticis 
Richard  C.  Mulligan  and  John 
Hopkins  oncologist  Drew  IV 
PardoU  have  gotten.  They  inserted  int 
mouse  tumors  the  genes  for  protein: 
such  as  interleukins,  that  boost  the  in 
mune  system.  The  idea  is  to  make  cell 
that  normally  attack  the  tumor  more  p( 
tent.  Pardoll  and  Mulligan  have  show 
that  the  imnmne  systems  of  treate 
nnce  kill  not  only  cancer  cells  that  ha 
bor  the  new  gene  but  eliminate  tunic 
cells  elsewhere  in  their  bodies.  "We'i 
very  anxious  to  take  this  to  the  clinic 
says  Mulligan. 

Also  promising  is  "suicide  gene"  the 
apy.  In  one  experiment,  NIH  scientislj 
are  inserting  a  gene  into  rats  that  maki 
brain  tumors  susceptible  to  gancyclovij 
a  common  antiviral  drug.  "The  preli 
nary  results  are  exciting,"  reports  t; 
NIH's  Blaese.  "Most  of  the  rats  ha 
complete  elimination  of  the  tumors.' 
these  strategies  work  in  people,  th« 
could  tackle  cancer  with  few  of  the  sic 


LEADING  GENE  THERAPY  STARTUPS 


Company        Dollars  raised/ Millions 

Goal 

SOMATIX 
THERAPY 

$69.0 

Alter  blood-vessel,  skin,  and  muscle  cells  to  treat  hemo- 
philia, cancer,  and  Parkinson's  disease 

GENETIC 
THERAPY 

60.2 

Alter  blood  and  lung  cells  to  treat  hemophilia,  cystic  fi- 
brosis, AIDS,  and  cancer 

TRANSKARYOTIC 
THERAPIES 

21.5 

Insert  genes  into  skin  and  other  cells  to  treat  hemophilia, 
diabetes,  dwarfism 

CELL  GENESYS 

15.4 

Technology  to  precisely  insert  new  genes  in  DNA.  Engi- 
neering cells  to  fight  cancer,  AIDS,  eye  disease 

VIAGENE 

13.3 

Vaccines  and  therapeutics  for  diseases  such  as  AIDS 

VICAL 

8.4 

Putting  genes  into  muscle  cells  to  make  vaccines 

DATA  RECOMBINANT  CAPITAL,  BW 
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Lease  $M5/M0** 

THE  DELL  325NC25MH2 
i386  SL  SYSTEM 

SYSTEM  INCLUDES  4  MB  RAMr 
;0  MB  HARD  DRIVE.  COLOR  VGA  LCD 


Actual  dealer  prices  may  vary 

TOSHIBA  T2200SX  20  MH: 
i386SX  SYSTEM 

SYSTEM  INCLUDES  4  MB  RAM. 
60  MB  HARD  DRIVE,  VGA  LCD. 


For  up  to  $779  less  than  aTcishiba 
black  and  white  notebook,  you  can  get 
a  new  Dell" 32 5NC. With  an  LGD screen 
that  can  display  16  colors  from  a  palette 
of  over  262,000  colors.  And  you  still  get 
Dell's  legendary  service  and  suppi>rt.  So 
if  paying  too  much  green  is  making  you 
see  red,  order  a  325NC  today. 

TECH  STUFF 
I386"'SL  microprocessor  running  at  25  MHz  <^  640  x 
480  passive  matrix  color  LCD  4  MB  RAM, 
expandable  to  12  MB  <Cf  64  KB  cache  memory  f*f 
3.5"  1.44  MB  floppy  3  hour  battery  life  using 
Nickel  Metal  Hydnde  battery  iff  7.1  lbs  8.5"  x  1 1 " 
x  2.3"  85-key  keyboard  with  inverted  "T" 
cursor  control  fiW  80  MB  Hard  Drive  also  available. 

SERVICE  AND  SUPPORT 
Nationwide  on-site  lapslde  service  contract  included 
in  the  system  price  the  first  year^  n  »  Toll-free 
technical  support  hotline  i  »  Toll-free  TechFax^" 
line  for  24-hour  system  information  esa —  On-line 
Bulletin  Board  communication  with  technical  staff  and 
other  users  r  t  Self-diagnostic  software  1 1 1 
Free  factory  Installation  of  selected  MS-DOS*' 
software  applications  i  >  Support  Forum  on 
CompuServe  Information  Service. 


WEEK 


To  order,  call.  Please  referenced  1 1T14. 

800^247^4805 

Mon-Fn  between  7am-9pm  CT,  Sat  8am-4pm  CT, 
Sun  10am-3pm  CT  In  Canada.  (800)  668-3021 
<^  In  Mexico,  95-800-010-0664  Shipped  with  a 
30-day  no  questions  asked  money-back  guarantee. 


DELL 


COMPUTER 


CORPORATION 


•192  KB  o(  memory  is  reserved  tor  use  by  the  system  lo  enhance  performance.  fSource;  Toshiba  price  as  of  2/13/92  All  pnces  and  spec.licol.ons  oie  subiecl  10  chonge  -v.ihoul  noi.r..-  ■  ■ 
36-monlh,  open-end  lease,  0  Leasing  arranged  by  Leasing  Group,  Inc.ln  Canada  and  Mexico,  conlrguralions  and  prices  may  vory.  Dell  is  a  registered  Irademoik  ond  TechFa«  r,  a  ser.ice  m  j, 
Corporotion  i386and  Ihe  Intel  Inside  Logo  are  lradema,-ks  ol  Intel  Corporollon.MS-DOS  is  o  registered  trademark  ol  Micrcsoh  Corporation  Dell  disclaims  propnetary  interest  in  the  rr.orks  and  norn^ 
provided  by  BoncTec  Service  Corp  On-site  sen/ice  moy  not  be  ovoiloble  in  certoin  remote  locations  Shipping,  hondlmg  and  opplicoble  sales  tax  not  included  in  Ihe  pnce  S 1992  Dell  Coriputer  Ccporon^  i  ■ 
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effects  observed  with  current  treatment. 

Still,  it's  a  big  step  from  rats  to  peo- 
ple. At  Memorial  Sloan-Kettering  Cancer 
Center  in  New  York,  molecular  geneti- 
cist Eli  Gilboa  has  been  able  to  engineer 
T-cells  to  make  them  resist  the  virus 
that  causes  AIU.S.  "But  it  is  still  basic 
research,"  he  says.  "It  is  a  big  leap  of 
faith  to  do  it  in  a  patient."  And  getting 
promising  approaches  to  clinical  work 
will  be  "like  any  drug  development," 
says  Paul  Aebersold,  who  reviews  re- 
search proposals  at  the  FD.\.  Companies 
"will  have  to  kiss  a  lot  of  toads  before 
they  find  a  prince,"  Aebersold  says. 
UNCONVINCED.  Will  gene  therapy  live  up 
to  its  hype?  Some  biologists  still  believe 
that  most  diseases  are  too  complex  to 
treat  this  way.  And  there  is  still  concern 
over  safety — and  gene  therapy's  com- 
mercial potential.  Stelios  Pai)adopoulos, 
managing  director  of  PaineWebber 
Inc.'s  health  care  group,  says  extracting 
and  engineering  cells  to  deliver  new 
genes  could  lie  a  low-margin  service 
business,  more  like  testing-lab  work 
than  drugmaking.  "No  one  has  con- 
vinced me  they  can  make  a  business  out 
of  gene  therapy,"  he  adds. 

Gene  doctors  retort  that  Wall  Street 
doesn't  understand  the  science.  On  safe- 
ty, for  instance,  several  researchers,  in- 
cluding scientists  at  Targeted  Genetics 
Inc.  in  Seattle,  see  a  way  to  use  suicide 
genes  that  can  quickly  abort  a  gene- 
therapy  treatment  that  goes  awry.  Be- 
yond that,  some  startups  argue  that 
there's  no  reason  the  specialized  service 
they'll  provide  can't  reap  high  margins. 
Others  say  they'll  be  selling  drugs,  not 
service.  "Our  product  will  be  a  gene- 
delivery  system  in  a  vial,"  predicts  CTl's 
Tolstoshev — and  a  direct  comi^etitor  to 
drugs  in  bottles. 

Sandoz  has  taken  the  threat  seriously 
enough  to  invest  heavily  in  new  genetic 
technology.  Other  companies  are  more 
wary,  citing  safety  concerns  and  the  un- 
certain path  to  commercialization.  At 
Schering-Plough,  for  example,  Francis  J. 
Bullock,  senior  vice-president  for  re- 
search operations,  thinks  gene-therapy 
products — except  those  for  single-gene 
diseases — will  wait  for  the  21st  century. 
"But  the  significance  has  not  escaped 
us,"  he  says.  By  the  time  gene  therajjy 
is  ready  for  the  bedside,  adds  Michael 
Steinmetz,  head  of  biotech  research  at 
Hoffmann-LaRoche  Inc.,  "the  pharma- 
ceutical companies  will  be  involved." 

Whoever  commercializes  the  technol- 
ogy may  bring  powerful  new  treatments 
to  medicine.  At  least,  that's  what  the 
gene  doctors  think.  Now,  they've  got  to 
turn  their  experiments  into  concrete  clin- 
ical gains — and  prove  that  their  work  is 
more  than  grist  for  a  Star  Trek  plot. 

By  John  Carey  in  Washington  and  Joan 
Hamilton  in  San  Francisco,  with  Gary 
McWilliarns  in  Boston 


PERSONAL  COMPUTERS  I 


THE  PEN-PC  MARKET  IS 
MOVING  HALF  STEAM  AHEAD 


Software  flaws  and  spotty  demand  aren't  deterring  rollouts 


m 


ine  months  ago,  Anthony  Weir,  a 
policeman  in  San  Jose,  Calif., 
was  agog  over  a  new  type  of 
l)ersonal  computer  that  could  recognize 
hand-printed  words.  In  demonstrations, 
people  simply  scribbled  on  a  computer 
screen  with  a  special  pen  and,  presto,  it 
was  translated  into  computerized  text. 
"Everybody  is  going  to  use  these,"  he 
gushed  when  he  and  his  fellow  officers 
started  testing  the  newfangled  machines 
to  write  up  field  and  accident  reports. 

But  today,  just  as  computer  makei-s 
are  preparing  these  machines — callcii 
pen  PC's,  pentops,  or  tablets — for  market, 
people  such  as  Weir  are  no  longer  as 
gung-ho.  They've  found  an  annoying 
flaw:  The  software  that  recognizes  hand- 
writing isn't  up  to  snuff  for  some  jobs. 
Too  often,  it  confuses  a  Z  with  a  2,  or  a 
U  with  a  V — and  so  on.  "When  we  have 
to  write  two-page  narratives,  the  [lack 
of]  accuracy  can  be  painful,"  says  Weir. 

That  means  that  San  Jose  cops — and 
lots  of  other  potential  customers — may 
not  be  buying  as  many  machines  as  com- 
puter makers  had  expected.  But  it 
doesn't  mean  that  a  market  for  pen  PCs 
isn't  taking  shape.  In  fact,  the  pentop 
business  is  beginning  to  take  off — albeit 
at  about  half  the  speed  boosters  original- 
ly figured.  This  spring  major  players 
such  as  IBM  are  launching  pen  Pt's  (table) 
that  are  aimed  at  a  promising  sliver  of 
potential  customers,  rather  than  at  a 
mass  market.  The  target:  workers  such 
as  nurses,  sales  reps,  real  estate  agents, 
and  insurance  adjusters  who  are  on  their 
feet  or  away  from  the  office  much  of  the 
day  and  can't  easily  use  desktop  or  lap- 
top machines.  "This  is  for  the  lapless 
worker,"  says  Kathy  Vieth,  vice-presi- 
dent for  tablet  systems  at  IBM 
TRAVELING  REPS.  And  there  are  a  lot  of 
lapless  workers.  Pen- 
soft  Corp.,  a  software 
startup,  figures  there 
are  30  million  of  these 
on-the-go  workers  in 
the  U.  S.  Analysts  at 
Prudential  Securities 
Inc.  estimate  that  $1  bil- 
lion worth  of  pen  PCs 
could  be  sold  to  travel- 
ing  sales   reps  each 


FOR  THE  TROUBLED 


PERSONAL-COMPUTER 


INDUSTRY,  PEN  PCs 


REPRESENT  A  FRESH 


GROWTH  OPPORTUNITY 


year,  and  health  care  workers  cou 
snap  up  an  additional  $500  million  wort 
That  adds  ujj  to  a  healthy  market,  b 
not  the  bonanza  that  computer  make 
and  analysts  predicted  a  year  ago.  Lin 
tations  in  pen  technology,  and  produ 
delays,  have  prompted  market  researc  ,[ 
er  Dataquest  Inc.  to  slash  projections 
the  1992  pen-PC  market  by  more  thi|ris 
40'A,  to  200,000  units,  or  about  W/o 
the  portable-computer  market.  It  al 
cut  its  1995  forecast  by  about  25%-  b 
still  sees  a  formidable  market  then 
million  units  annually  and  revenue 
$10  billion.  Forrester  Research  Inc. 
Cambridge,  Mass.,  is  more  pessimist 

predicting  sales  of  ju  jjii.;,, 
75,000   pen   PCs  th 
year — half  its  estima 
of  a  year  ago. 

State  Farm  Mutu 
Automobile  Insuran 
Co.  is  typical  of  eai 
pen-PC  customers.  I 
field  agents  have  test 
pentops  for  18  montl 
using  them  to  fill 
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ronic  I'ornis,  make  short  notes,  and 
)ute  repair  costs  on  damaj^ed  cars, 
Norman  L.  Vincent,  vice-president 
aUi  processing  at  the  insurer.  Now, 
:;ompany  is  considering  buying  as 
r  as  15,000  units  over  the  next  two 
iree  years.  Still,  in  their  current 
,  pen  PCS  won't  hack  it  in  State 
I's  executive  offices.  People  who 
;  pentops  are  ready  for  general  of- 
use,  says  Vincent,  "have  got  their 
3  in  the  clouds." 

tting  pen  PCs  onto  office  desks  and 
the  computing  mainstream  will  re- 


least  10  hnuids  of  pen  PCs  will  he  avail- 
able, many  of  which  will  use  new  operat- 
ing systems,  or  basic  control  programs: 
PenPoint  from  (JO  Corp.  and  Windows 
for  Pens  from  Microsoft  Corp.  Both  rec- 
ognize hand  printing  traced  on  a  liquid- 
crystal  display  screen  and  translate  it 
into  computer  text.  GO  has  spent  four 
years  and  about  $30  million  writing  its 
program,  while  Microsoft  has  spent 
three  years  and  $15  million. 

Suddenly,  GRin  Systems  Corp.,  the 
Tandy  Corp.  subsidiary  that  pioneered 
the  market  and  had  the  field  to  itself  for 


with  machines  from  Poqet  Computer 
Corp.  and  PI  Systems  Cori).,  priced  at 
$1,995  and  $1,895,  respectively. 

Walter  stuck  with  the  higher  price  be- 
cause he  thinks  his  product  has  an  edge. 
The  2.8-pound  PalmPad  is  specifically  de- 
signed for  workers  who  spend  their  days 
in  the  great  outdoors.  Encased  in  the 
same  plastic  used  for  cameras,  the  Palm- 
Pad  may  be  just  the  ticket  for  meter 
maids  and  truck  drivers  who  would  need 
a  machine  that  could  survive  being 
roughed  up  a  bit.  "We  have  dedicated 
our  entire  company  to  pen  PCs,"  says 


GRiD  SYSTEMS' 
WALTER:  TAKING 
HIS  PALMPAD  OUT 
ON  THE  WAVES 


Company 


PEN  PCs: 
THE  SPRING  LINEUP 


Product/Price  if  known 

HARDWARE 


MICROSOFT      Windows  for  Pens  operating  system     Apr.  6 


GO  CORP.         PenPoint  operating  system  Mid- 


SLATE  Spreadsheet  for  pen  PCs  called  May 

At-Hand/$295 

Day-Timer  Pen  Scheduler/$195 


PENSOFT  Perspective,  personal  organizer/$299  May 


major  improvements  in  handwrit- 
scognition  software.  Already,  says 
•rrold  Kaplan,  chairman  of  pentop 
'are  pioneer  GO  Corp.,  the  accuracy 
s  PenPoint  software  has  risen  to 
to  93'/{,  from  85%  just  six  months 
Even  so,  1  in  every  15  characters 

be  misread  by  the  computer.  "It 
IS  every  other  phone  number  you 

is  a  wrong  number,"  says  Vern 
:rn,  president  of  pentop  software 
T  Slate  Corp. 

3grammers  concede  that  IOO'a  accu- 
is  an  impossible  target.  And,  Kap- 
isserts,  it's  myopic  to  focus  on  it. 
vision  goes  beyond  PCs  that  read 
printing  to  a  concept  called  "living 
r" — using  pentops  to  capture  notes 
bled  in  the  margins  or  to  sketch  a 
product.  These  digitized  images  can 
be  shared  on  PC  networks, 
en  if  software  limitations  hold  back 
aen-PC  market,  the  new  machines 
represent  a  refreshing  growth  op- 
inity  in  the  troubled  personal-com- 
■  industry.  That's  why  so  many  PC 
!rs  are  jumping  in.  By  summer,  at 


two  years,  will  be  feeling  some  competi- 
tion. The  company  plowed  $50  million 
into  developing  GridPad,  a  5-pound  pen 
PC  that  sells  for  $3,000  to  $4,500  but  has 
sold  only  about  20,000  units.  Now,  GRiD 
will  be  surrounded.  NCR  Corp.,  which  in- 
troduced a  pen  PC  last  June,  has  started 
shipments,  and  startup  Momenta  Corp. 
says  its  pentop  is  available  in  200  com- 
puter stores.  And  after  the  rash  of  prod- 
ucts this  spring,  heavyweights  such  as 
Compaq,  Dell,  and  Zenith  Data  Systems 
plan  to  jump  in  by  yearend. 
PRICE  CUTS,  Already,  the  market  shows 
signs  of  overcrowding  and  discounting: 
Just  out  of  the  starting  gate,  NEC  plans 
to  drop  its  price  in  April  from  $4,099  to 
$3,599,  and  Momenta  is  offering  custom- 
ers $1,000  off  its  $4,995  pen  PCs.  "I  sus- 
pect we're  going  to  see  price  erosion  in 
the  next  few  months,"  says  Bruce  Lan- 
gos,  NCR's  director  of  strategic  product 
planning.  Indeed,  a  week  before  the 
planned  announcement  of  GRiD's  latest 
pen  PC,  company  executives  were  press- 
ing President  D.  Bruce  Walter  to  cut  the 
price  from  $2,895  to  $2,000  to  compete 


Walter.  "We  think  it's  going  to  be  big." 

Lightweights  such  as  PenPad  and  Po- 
qet are  only  a  hint  of  the  compact  sec- 
ond- and  third-generation  pen  PCs  now 
on  the  drawing  boards.  Most  of  this 
year's  models  look  and  act  much  like 
notebook  PCs.  But  within  18  months,  pen 
PCs  are  expected  to  shrink  to  the  size  of 
a  steno  pad,  a  5-by-8-inch  computer 
weighing  2  pounds  to  3  pounds.  The  ex- 
pected price  for  these  scaled-down  mod- 
els: $500.  And  by  1994,  pen  PCs  could  be 
pocket  size.  These  would  be  used  as  per- 
sonal organizers  for  jotting  down  phone 
numbers  and  appointments.  They  would 
also  do  simple  calculations  using  num- 
bers and  commands  written  on  the 
screen.  Future  models  may  even  have 
wireless  communications  links. 

So,  for  all  their  flaws,  the  products 
coming  out  now  do  represent  a  begin- 
ning. "It's  show  time  for  pen  comput- 
ing," says  go's  Kaplan.  Early  reviews 
may  be  mixed,  but  pen-based  computing 
could  still  shape  up  as  one  of  the  indus- 
try's long-running  acts. 

By  Kathy  Rebello  in  San  Francif^co 
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MICROCHIPS  I 


THE  REWARD 
OF  MANY  RISCs 


The  continued  lack  of  an  industry  standard  may  boost  competition 


On  pupef,  it  seemed  like  a  good 
id(_';i;  Take  the  business  model 
that  developed  around  the  IBM 
PC — hundreds  of  companies  building 
gear  to  the  same  standard  specifica- 
tions— and  extend  it  to  the  rest  of  the 
industry.  Buyers  of  all  sizes  of  comput- 
ers would  enjoy  lower  prices,  and  com- 
puter makers  could  stop  sweating  about 
gaining  a  fleeting  advantage  in  hard- 
ware. Instead,  they  could  focus  on  creat- 
ing better  software  for  customers.  Start- 
ing with  workstation  giant  Sun 
Microsystems  Inc.  in  1990,  computer 
makers  began  proffering 
their  high-performance  Rise 
(reduced  instruction-set 
computing)  chips  as  the  ba- 
sis for  a  new  standard  to 
supplant  the  aging  PC, 
based  on  Intel  Corp.  chips. 

No  RISC  chip  has  estab- 
lished itself  as  a  standard, 
however,  and  now  it's  un- 
likely one  ever  will.  But 
that  could  be  the  best  news 
computer  makers  have  had 
in  a  long  time.  While  the  PC 
standard  was  great  for  cus- 
tomers, it  hurt  computer  mak- 
ers by  turning  har'dware  into  an 
undifferentiated  commodity,  lead 
ing  to  price  wars  and  slim  profits. 
Indeed,  the  companies  rea|)ing  the 
best  profits  in  the  PC  business  these 
days  are  the  two  near-monopoly  suppli- 
ers of  basic  PC  technology — chipmaker 
Intel  and  software  maker  Microsoft 
Corp.  A  i;isc  standard  might  have  under- 
mined the  Intel  and  Microsoft  strong- 
holds, l>ut  it  also  would  have  created 
more  commodity  markets  in  worksta- 
tions and  larger  systems. 
TOO  AGGRESSIVE?  Until  recently,  it 
looked  as  though  the  market  for  work- 
stations would  follow  the  PC-industry 
pattern.  Sun  pushed  hard  for  clones.  But 
it  was  too  aggressive  a  competitor  for 
top  computer  makers  to  feel  comfortable 
cloning  its  .SPARC  design.  Competitive 
considerations  also  limited  clones  of  IB.M 
and  Hewlett-Packard  Co.  designs.  Mo- 
torola Inc.,  No.  2  sui)plier  in  conventional 
microchips  (table),  didn't  build  much  of  a 
following  for  its  RISC  chips.  That  left 
MIPS  Computer  Systems  Inc.,  whose  tiny 


comi)uter  business  made  it  seem  neutral, 
to  challenge  Intel.  Some  20  companies, 
including  Digital  Equipment  Corp.  and 
Compaq  Computer  Corp.,  launched  the 
Advanced  Computing  Environment  con- 
sortium to  set  a  standard  around  MlPS's 
RISC  chips.  But  lately,  key  members  of 
-ACE,  such  as  DEC  and  Compaq,  began 
wavering  (BW— Feb.  17).  And  on  Mar. 
12,  MIPS  lost  its  neutrality  when  it 
agreed  to  a  buyout  by  woi'kstation  mak- 
er Silicon  Graphics  Inc. 

"We  joined  ACE  with  the  hope  of  a 


recreation  of  the  PC  phenomenon,"  says 
George  P.  White,  CEu  of  Corollary  Inc.,  a 
computer  maker.  "It  doesn't  look  like 
that's  going  to  happen."  But  with  no 
dominant  RISC  standard  in  place,  IBM, 
HP,  DEC,  Sun,  and  perhaps  even  the  Sili- 
con Graphics-MlPS-ACE  gang  may  get  to 
enjoy  higher  gross  margins — at  least  for 
a  while.  Elserino  Piol,  strategy  chief  at 


Italian  computer  maker  Olivetti  &  (  ' 
says  the  computer  market  could  be  m( 
like  it  was  pre-PC.  Selling  hardware  th 
offers  an  advantage  over  the  compe 
tion  should  lead  to  "higher  prices  a 
higher  profits." 

That's  not  to  say  that  the  batter 
computer  industry  is  back  on  ea 
street.  Proprietary  software — the  ho 
that  big  computer  makers  traditional 
used  to  keep  customers  tied  to  hardwa 
carrying  60'^  and  10'/'  gross  margins 
will  probably  never  make  a  comebac 
But,  Piol  says,  anything  above  the  mo 
ey-losing  307'  margins  of  today's 
clone  market  "can  be  significant."  0 
limitation  on  margins  will  be  quasi-sta 
dard  software  such  as  American  Tel 
phone  &  Telegraph  Co.'s  Unix  and 
crosoft's  Windows  .MT,  which  will  run 
many  brands  of  computers — as  will 
jjlications  packages  such  as  data  bas 
Industry  standards  for  communicatio 
will  help  smooth  over  the  differenc 
among  brands.  Still,  customers  won't 
able  to  simply  move  software  from  o 
brand  to  another  as  they  do  with  PCs 
CLEAR  WINNER.  Ultimately,  the  RISC  fie 
will  narrow.  "The  market  will  not  su 
port  five  players,"  insists  Stephen 
Dube,  a  computer  analyst  at  Sherwo 
Securities  Corp.  Established  compu 
makers,  such  as  IBM,  DEC,  and  HP  ha\ 
the  best  odds  of  seeing  their  RISC 
signs  survive  over  the  long  haul, 
says.  Although  Sun  remains  the  larj 
est  shipper  of  RISC-based  computer 
its  rivals  are  signing  up  major  pi 
ers  to  their  RISC  teams.  IBM  has  A 
pie  Computer  Inc.  and  France 
Groupe  Bull,  for  instance,  whi 
DEC  has  recruited  Japan's  K 
bota  Corp.  and  Cray  Researd 
Inc.    Sun    has  cultivata 
clonemakers,   but  it  st| 
ships  90''  of  all  SPArI 
based  machines  itself  ar| 
now  seems  to  be  hedginj 
It's  adapting  its  sotf 
ware  to  run  on  Intel] 
486  chip. 

The  clear  wmn^ 
after  all  this:  Int^ 
Its  dominance 
the  chip  markJ 
remains  intact-l 
last  year,  it  sol 
20  million  chips  for  computers  that  list^ 
for  $25,000  or  less,  vs.  just  308,000  Rlil 
chips  for  such  machines.  RISC  technolog 
has  pressed  Intel  into  upping  PC  perfd 
mance  faster  than  ever,  making  it  harj 
er  to  persuade  commercial  customers 
switch  to  RISC-powered  machines.  Aij 
for  now,  that's  only  helping  Intel  laug 
even  harder  on  its  way  to  the  bank. 

By  Gary  McWilliams  in  Boston,  wil 
Jot/afhan  B.  Levine  in  Paris 
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How  Private  Business  &  the 
Federal  Government  are 
Making  EDI  an  Integral 
Part  of  their  Business 

Despite  some  notable  achieve- 
ments, Electronic  Data  Inter- 
change (EDI)  is  still  in  its  fledgling 
stage.  For  a  variety  of  reasons, 
having  to  do  with  inertia,  politics 
and  economics,  this  electronic 
method  of  exchanging  business 
information  has  not  been  an  in- 
stant success. 

But  recently,  impressive  EDI  ap- 
plications, both  in  the  public  and 
private  sector,  have  given  added 
impetus  to  the  concept.  Although 
the  private  sector  has  no  shortage 
of  EDI  converts,  more  often  than 
not  today's  most  vocal  and  influ- 
ential missionaries  are  likely  to  be 
wearing  uniforms  or  hold  a  high 
level  civil  service  rank. 

The  Federal  Government  —  in  par- 
ticular the  U.S.  Customs  Service 
and  the  Department  of  Defense  — 
is  leading  the  way  to,  what  they 
call  Electronic  Commerce. 


EDIA 


Since  1968 
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"When  it  comes  to  EDI  and  the  federal 
government,  we're  seeing  a  good  return 
on  our  tax  dollars. " 

Greg  Harter,  President  and  CEO  of  the 
Electronic  Data  interchange  Association 


WHAT  IS  EDI? 

Electronic  Data  Interchange 
(EDI)  is  commonly  defined 
as  the  computer-to-computer 
exchange  of  business  docu- 
ments between  organizations 
in  a  standard  electronic  for- 
mat. However,  as  EDI  spreads 
throughout  industry  and,  in 
particular,  agencies  of  the  fed- 
eral government,  the  concept 
is  broadening  in  scope. 

Electronic  Commerce  (EC)  is  the 
term  now  being  used  by  some 
federal  agencies  to  describe 
the  integration  of  EDI  into 
the  organization's  business 
systems. 


Your  Tax 
Dollars  at  Work 

"When  it  comes  to  EDI  and  the  federal 
government,  we're  seeing  a  good  return 
on  our  tax  dollars,  commented  Greg 
Harter,  President  and  CEO  of  the  Elec- 
tronic Data  Interchange  Association. 

EDIA,  is  helping  to  bring  about  the 
adoption  of  standards  and  raise  EDI 
awareness  in  the  private  government 
sectors. 

"There  is  a  real  awakening  on  the  part 
of  government,"  Harter  continued.  "In 
the  past,  when  it  came  to  automating 
their  business  practices,  the  govern 
ment  often  lagged  behind  the  private 
sector.  But,  several  years  ago,  when  the 
agencies  saw  how  effective  EDI  could 
be  when  integrated  with  the  enter- 
prise's internal  systems  to  streamline 
business  processes,  they  moved  quickly. 


The  result  is  that  the  federal  govern- 
ment has  become  a  leader  in  the 
broadened  concept  they  call  Electronic 
Commerce." 

The  U.S.  Customs  Service  is  a  case  in 
point.  William  F.  Riley,  the  Service's  as- 
sistant commissioner  for  information 
management,  explained  that  companies 
wishing  to  import  goods  into  the  U.S. 
must  first  file  for  a  release  of  their 
merchandise  and  then,  10  days  later, 
follow  up  by  requesting  formal  entry. 

"We  have  nine  million  formal  en- 
tries filed  a  year,"  he  said,  "with  seven  to 
10  documents  associated  with  each  en- 
try. Ninety  percent  of  these  documents 
are  now  being  handled  electronically." 

Customs'  answer  is  the  Automated 
Commercial  System  (ACS)  which  has 
been  in  development  since  1982.  The 
joint  public-private  sector  computer- 
ized data  processing  and  telecom- 
munications system  links  Customs' 
computers  with  customs  houses,  mem- 
bers of  the  import  trade  community, 
and  other  government  agencies.  Trade 
users  file  import  data  required  by 
Customs  and  other  agencies  electroni- 
cally. They  are  able  to  receive  critical 
information  on  cargo  status,  and  can 
query  Customs'  electronic  files. 

ACS's  EDI  component,  the  Automated 
Broker  Interface  (ABI),  is  used  for  entry 
declarations  and  associated  transac- 
tions. An  Automated  Manifest  System 
(AMS)  is  used  for  air  and  sea  manifests. 

Using  the  system  at  any  given  time 
will  be  a  mix  of  customs  brokers, 
importers,  ocean  carriers,  air  lines, 
deconsolidators  and  forwarders,  air 
couriers  and  port  authorities.  Also  part 
of  the  system  are  EDI  brokers,  service 
bureaus  who  translate  user  informa- 
tion into  EDI  compatible  form. 

A  recent  and  highly  successful  EC 
application  at  Customs  is  electronic 
funds  transfer  (EFTS).  "We  went  on-line 
with  EFTS  just  last  year,"  Riley  said,  "and 


already  we  are  collecting  40%  of  ou 
duties  electronically.  We  are  processin 
$30  million  a  day  and  have  found  it  \.(^\^ 
be  an  excellent  system  for  cash  man(i| 
agement  and  controlling  deposits."  j'f 

"In  1980,  we  rejected  one  in  six  cus|( 
toms  applications  because  of  errors,!; 
Riley  recalls.  "Today,  because  of  ACSi 
we  reject  an  average  of  one  in  52." 

A  recent  survey  of  Customs'  ABp 
users  found  that  82%  perceived  ABI  part 
ticipation  to  be  a  competitive  advantages 
Employee  productivity  has  improveci 
for  81%  of  the  firms  responding  anc|; 
48%  credit  ABI  with  increasing  theiil 
customer  base.  Obviously,  for  Custom| 
and  its  customers,  EDI  is  here  to  stay.  | 

EDI  on  the  High  Seas 

Occasionally,  among  the  routine  trans 
actions  that  appear  on  the  screens  o 
the  U.S.  Customs  Service  terminals,  ar 
exotic  name  will  appear — Tristan,  Isolde 
Carmen,  Figaro  or  Madam  Butterfly. 

The  late  Olof  Wallenius  brought  hi 
love  of  music  to  his  business.  Walleniu 
Lines  is  the  global  shipping  company 
headquartered  in  Stockholm.  Offer 
referred  to  as  the  "Opera  Line,"  th( 
majority  of  Wallenius'  30  ocean-goinj 
vessels  are  named  after  famous  operas 

The  58-year  old  company  transport 
cars,  trucks,  heavy  construction  equip 
ment,  boats  and  anything  else  that  roll 
to  and  from  ports  around  the  world. 

Wallenius  Lines  is  innovative  on  lane 
as  well  as  at  sea.  Raymond  P.  Ebeling 
President,  Wallenius  Lines,  Nortl 
America,  has  been  the  driving  force 
behind  introducing  EDI  to  the  U.S 
subsidiary  of  the  company. 

Aware  that  the  Big  Three  auto  man 
ufacturers  have  been  moving  to  EDI 
based  systems  for  more  than  eight  years 
Ebeling  decided  that  it  would  be  highh 
advantageous  for  Wallenius  to  follov 
suite.  Nearly  three  years  ago,  he  begar 


Maximizing  Your  EDI  Benefits. 
We're  Sterling  Software. 


RESPONSIVE 

EDI  PROFESSIONALS 

Dedicated.  Conscientious.  Reliable.  Experts 
who  know  your  market  and  how  to  optimize 
your  EDI  return  on  investment. 


SERVING  BUSINESSES 
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Our  client  base  includes  many  Fortune  500 
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AW  EDI. 
Electronic  Data  Interchange. 

ATsT  EDI  not  only  lets  your  computers 
"talk"  with  all  your  business  partners' 
computers,  hut  it  can  also  help  your' 
l")usiness  run  faster,  smoother  and  far 
more  efficienth'  than  before. 

AW  EDI  is  a  specially  configured  mes- 
saging network  that  allows  different 
computers  to  exchange  information,  such 
as  purchase  orders,  invoices  and  e\'en 
computer-generated  images  back  and 
forth  in  an  entirely  paperless  transaction. 
And  since  the  entire  process  is  electronic, 
it  all  happens  almost  instantlv. 

By  linking  up  to  your  business  partners 
with  AT&T  EDI,  you'll  not  only  save  a 
tremendous  amount  of  time  and  reduce 
data  entry  errors,  but  you  can  almost 
virtually  eliminate  lost  documents  and 
unnecessan'  papei"work  and  ensure  the 
securit\'  of  all  vour  information. 


How  to  get  your  computer  to  have  more  product 


AT&T  EDI  is  just  one  of  the  many  elec- 
tronic messaging  solutions  offered  by 
AT&T  EasyLink  Services.  Together  they 
can  prox'ide  the  answers  for  all  your  U.S. 
and  global  business  communication  needs 
and  help  you  see,  hear  and  say  things  you 
never  could  before. 

Eor  additional  information  on  how 
AT&T  EasyLink  Services  can  help  you 
with  all  your  various  information 
movement  needs,  call  your  account 
representative  or  AT&T  Eas\Link  Sen  ices 
at  1 800  242-6005,  Dept.  6301. 


AT&T 

EasyLink  Services 
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to  transform  Wallenius,  North  America, 
from  paper-based  systems  to  the  latest 
electronic  techniques  to  communicate 
with  its  trading  partners  and  govern- 
ment agencies  and  to  optimize  its 
internal  operations. 

"Take  General  Motors,  for  example," 
said  Ebeling.  "They  want  to  develop 
an  integrated  electronic  system  that 
includes  all  their  suppliers  and  covers 
every  aspect  of  their  business  from  the 
factory  until  the  time  the  cars  are  deliv- 
ered to  the  dealers.  They  recognize, 
as  we  do,  that  ED!  lets  you  avoid  the 
paper  shuffle,  encourages  attention  to 
detail,  and  provides  a  high  degree  of 
accuracy.  Any  one  of  their  trading  part- 
ners who  is  not  part  of  the  EDI  network 
creates  a  break  in  the  system." 

Robert  Crowley,  president,  CW  Con- 
sultants, commented  that  "Wallenius  is 
going  about  adopting  EDI  the  right  way." 
Crowley,  currently  working  on  the  car 
carrier's  EDI  conversion,  is  a  veteran  of 
both  the  shipping  and  EDI  worlds. 

"Wallenius,"  he  said,  "decided  to 
re-engineer  their  business  as  well  as 
introduce  EDI.  They  are  making  a  quan- 
tum leap  from  their  old  processes  and 
are  becoming  one  of  the  most  modern 
steamship  companies  in  the  world.  All 
their  internal  systems  are  integrated, 
feeding  into  each  other.  This  integra- 
tion is  essential  for  successful  EDI. 

"1  think  one  of  the  key  reasons  that 
the  introduction  of  EDI  at  Wallenius  is 
going  so  well  is  that  Ray  Ebeling,  the 
top  man,  made  the  initial  decision  and 
has  been  behind  the  project  all  the  way." 

.^ccordlng  to  Crowley,  EDI  allowed 
Wallenius  to  cut  costs  associated  with 
processing  paperwork  by  40%. 

"You  must  remember,"  he  said,  "that 
EDI  costs  and  return  on  investment  work 
on  a  bell  curve.  Costs  can  double  in  the 
first  six  months  of  installation  because 
you  are  running  parallel  systems  —  the 
old  paper  system  and  the  new  electronic 


7  think  one  of  the  key  reasons  that  the  introduc- 
tion of  EDI  at  Wallenius  is  going  so  well  is  that 
Ray  Ebeling,  the  top  man,  made  the  initial  deci- 
sion and  has  been  behind  the  project  all  the  way.' 

Robert  Crowley,  President,  CW  Consultants 


one.  But  once  the  EDI  systems  are  in 
place  and  you  make  the  cut  over,  costs 
drop  like  falling  off  a  precipice." 

Role  Reversal 

at  Baxter  Healthcare 

Wallenius  voluntarily  introduced  EDI, 
but  often  smaller  companies  have  EDI 
forced  upon  them  by  their  larger 
customers.  But  the  Baxter  Healthcare 
Corporation  took  a  different  tack  — 
instead  of  being  forced  into  EDI  by  its 
customers,  it  lead  the  way  and  made 
them  into  converts. 

Baxter  acts  as  both  a  manufacturer 
and  distributor  of  health  care  supplies. 
Its  customers  are  hospitals,  HMOs  and 
other  health  care  providers. 

Baxter's  evolutionary  path  to  EDI 
began  with  IBM  punched  cards  and 
rudimentary  telephone  hookups  and  led 
to  the  company's  present  sophisticated 
ASAPI  system  (Analytic  Systems  Auto- 
mated Purchasing). 

Rachel  Foerster,  .ASAP/EDI  market 
manager  for  Baxter,  noted  that  the 
company's  top  management  has  been 
committed  to  EDI  from  the  very  first. 
"Without  that  commitment,"  she  said, 
"it  is  extremely  difficult  to  implement 
EDI  as  a  tactical  tool  that  permeates 
the  organization." 

Baxter's  commitment  to  EDI  is  re- 
flected in  a  recent  S2  million  expendi- 
ture to  upgrade  s>stems  installed  in 
the  1 980s.  The  result  is  a  new  corporate 
EDI  utility  that  supports  customers 
and  suppliers  and  is  fully  integrated 
into  Baxter's  internal  information 
processing  systems. 

Baxter  has  teamed  up  with  General 
Electric  Information  Services  (GEIS)  to 
provide  a  national  telecommunications 
network  for  its  ASAP  users.  GEIS  also 
acts  as  a  clearing  house  and  electronic 
translator  for  hospitals  using  ASAP  to 
place  EDI  messages  with  vendors  other 


than  Baxter.  Today  more  than  200 
customers  are  using  ASAP  Express,  th 
latest  version  of  the  EDI  system. 


At  the  Center 
□  f  the  Web 

Where  there  are  businesses,  there  ai 
banks.  And  the  First  National  Bank  ( 
Chicago  —  which,  over  a  dozen  year 
ago,  decided  that  the  combination  ( 
EDI  and  EFTS  was  their  future  —  is  no 
a  leader  in  global  electronic  commerci 

First  Chicago's  involvement  with  EE 
came  from  turning  a  threat  into  a 
opportunity.  Twelve  years  ago,  man 
banks  considered  EDI  dangerous 
foretold  the  end  of  the  paper  checl 
Suppose,  speculated  First  Chicago 
General  Motor's  signed  up  with  a  value 
added  network  (VAN)  v.hich  handle 
all  GM's  payments  electronically  an 
which,  at  the  end  of  the  day,  presente 
First  Chicago  with  a  single  piece  c 
paper  covering  all  of  GM's  withdrawal 
and  deposits.  There  went  the  bank 
access  to  the  payment  system  and 
huge  chunk  of  revenue. 

In  fact  it  almost  happened.  In  198: 
GM  sent  out  an  RFP  to  covert  its  ver 
dor  payments  to  EFTS.  That  actio 
shifted  First  Chicago  into  overdriv 
and  directly  into  the  world  of  EDI. 

"Some  of  GM's  vendors  saw  th; 
RFP  as  a  threat.  We  saw  it  as  an  oppo 
tunity,"  recalls  Christopher  Wagne 
a  senior  VP  and  product  marketin 
manager  at  First  Chicago.  "We  viewe 
EDI  as  an  ideal  way  to  make  our  mar 
on  the  payments  system.  And  we  wo 
the  contract." 

From  that  beginning,  which  merge 
EDI  with  EFTS,  First  Chicago  has  gatf 
ered  an  impressive  roster  of  400  EC 
customers  from  around  the  world. 

"Financial  services,  including  EDI 
EFTS,  have  become  First  Chicago's  bij 
gest  revenue  producer."  Wagner  said 
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I  at  NCR 


EDI  and  DoD 


ee  years  ago  when  NCR  installed  its 
t  EDI  system,  like  many  pioneers,  it 
off  on  the  wrong  foot.  Rather  than 
t  examining  and  modifying  its  inter- 
business  procedures,  the  NCR  team 
ply  installed  UNIX-based  terminals 
processors  equipped  with  transla- 
I  software  and  began  sending  out 
chase  orders  electronically. 
We  were  able  to  send  bad  infor- 
ion  a  lot  faster,"  commented  NCR's 
es  H.  Slocum,  project  manager  for 
lufacturing  and  technology. 
Realizing  their  error,  NCR  formed  a 
L  force  composed  of  members  from 
eral  of  its  manufacturing  plants, 
y  reviewed  their  business  pro- 
ses from  the  bottom  up. 
)n  February  18  and  19,  1992, at  the 
{  Engineering  and  Manufacturing 
It  in  Atlanta,  the  results  of  NCR's 
irts  were  announced  when  the  com- 
y  unveiled  the  Just  In  Time  (JIT) 
lufacturing  portion  of  its  Future 
It  Systems  program.  At  the  heart  of 
program  is  a  JIT  Shop  Floor  System 
)  and  a  Materials  Acquisition  Man- 
ment  System  (MAMS).  JSF  and  MAMS 
provide  the  company's  plants  with 
capability  to  link  material  acquisi- 
1,  management  and  consumption 
1  true  customer  demand, 
t  is  EDI  that  will  allow  NCR  to  pro- 
;  top-quality  products  to  its  cus- 
lers  in  record  time.  The  consulting 
1  of  Arthur  Andersen  is  helping  NCR 
ne  its  project  management  tech- 
jes,  and  American  Business  Com- 
er provides  the  X.12  and  EDIFACT 
ipatible  translation  software.  Fullv 
;  of  NCR's  business  is  overseas, 
adherence  to  the  international 
FACT  standard  is  a  must. 
By  combining  EDI  and  JIT,  we  will 
ize  our  primary  objective  —  that  of 
sfying  our  customers,"  Slocum  said. 


Although  EDI  advances  made  by  pri 
vate  companies  are  impressive,  they 
are  dwarfed  by  the  U.S.  government. 

A  case  in  point  is  DoD's  Defense 
Personnel  Support  Center  (DPSC)  in 
Philadelphia.  One  of  six  centers  world- 
wide, the  Philadelphia  DPSC  has  been 
chosen  as  DoD's  demonstration  center 
for  electronic  commerce. 

DPSC  purchases  food,  clothing,  tex- 
tiles and  medical  supplies  in  huge 
amounts,  a  $4  billion  annual  business. 

DPSC  buys  its  supplies  from  a  ven- 
dor base  that  numbers  close  to  100,000. 
"We're  state-of  the-art,"  claims  Robert 
L.  Molino,  executive  director  for  acqui- 
sition management  at  the  Center, 
"probably  the  leading  implementer  of 
EDI  in  the  federal  government." 

Over  the  past  five  years  DPSC  has 
evolved  a  system  which  allows  any 
supplier  with  a  computer  —  be  it  a  main- 
frame, mini  or  a  PC  —  to  access  their  EC 
network  and  become  a  trading  partner. 
As  DPSC  trading  partners,  the  suppliers 
are  also  linked  with  DPSC's  "customers," 
—  the  mess  halls,  commissaries,  hospi 
tals,  etc.  DPSC  is  able  to  forecast  demand 
based  on  actual  usage,  thus  eliminating 
much  of  the  need  for  huge  contingency 
inventories  languishing  in  the  depots. 

"We  are  committed  to  the  necessity 
of  going  beyond  EDI  to  electronic  com- 
merce," Molino  said.  "EC  involves  all  our 
internal  business  procedures  as  well  as 
the  external  exchange  of  electronic  docu- 
ments and  payments  between  DPSC  and 
our  trading  partners.  This  far  broader 
concept  will  be  the  exclusive  way  to  do 
business  in  the  future." 

Among  the  EDI  advances  that  DPSC 
has  instituted  is  a  unique  system  that 
automatically  solicits  and  accepts  bids 
and  awards  the  contract  without  human 
intervention. 

Molino  and  his  team  have  looked 


Challenge: 

Department  of  the  Navy 
seeks  sophisticated  EDI 
gateway  software.  Federal 
Data  Systems  Corporation 
needs  a  quick  response 
EDI  system  with  data 
routing  capabilities  and 
expandability  to  add  to 
their  SPLICE  Contract 
with  the  Naval  Supply 
Systems  Command. 

Solution: 

"We  were  looking  for  OSI 
architecture,  a  UNIX  base, 
and  fiilly  integrated 
functionality  to  satisfy  our 
Navy  customer.  ABC's 
EDI-Server  offered  the 
best  solution  at  an  excep- 
tional price  and  perfor- 
mance ratio." 

Paul  Bander  V.P. 
Federal  Data  Systems  Corporation 

Customers  from  small 
manufacturing  shops  to 
Fortune  500  companies 
count  on  ABC  for  EDI 
solutions.  Contact  us,  as 
Federal  Data  Systems  did, 
to  get  the  full  benefits  of 
EDI.  Request  the  ABC 
portfolio  of  success  stories. 

Call  313-973-6600,  ext.  25 

American  Business  Computer 
EDI  Experts 

1170  Eisenhower  Place,  Ann  Arbor,  Ml  48108 
Tel:  313/973-6600     Fax:  313/973^6601 


SPECIAL  ADVERTISING  SECTION 


"Wfe  viewed  EDI  as  an  ideal  way  to 
make  our  mark  on  the  payments  system. 
And  we  won  the  contract." 

Christopher  Wagner,  Senior  VP  &  Product  Marketing 
Manager  at  First  Chicago 


with  interest  at  the  concepts  of  Quick 
Response  (QR)  which  have  been  pro- 
moted most  strongly  in  the  retail 
industry.  QR,  combined  with  EDI,  has 
allowed  DPSC  to  make  drastic  cuts  in 
depot  inventory. 

DPSC  has  earned  their  EDI  stripes 
literally  under  the  gun.  This  was  the 
Center  that  supplied  Desert  Storm, 
e.xpending  over  $2.6  billion.  "We  went 
from  a  peacetime  purchaser  to  a  combat 
supplier  in  one  day,"  Molino  recalls. 
"We  tapped  into  a  global  market  and  it 
worked  very  well.  This  was  an  excellent 
lesson  for  future  military  planning  in 
the  use  of  Quick  Response,"  Molino  said. 

"DPSC  is  an  example  of  how  the 


bureaucracy  is  changing,"  he  added. 
"It's  a  matter  of  survival.  We  live  the 
words  of  Total  Quality  Management 
and  that  means  customer  satisfaction 
comes  first." 

EDI  or  Die 

As  Gene  A.  Nelson,  Principal,  EDI  at 
Cincinnati  Bell  Information  Systems, 
wrote  in  the  1991  EDI  Journal.  "Increas- 
ing numbers  of  business  in  the  1990s 
will  be  faced  with  an  ultimatum:  adopt 
Electronic  Data  Interchange  or  suffer 
the  effects  of  a  disorganized,  ineffi- 
cient environment.  In  other  words,  EDI 
or  D.I.E.! " 


It  is  clear  that  as  the  government  cor 
ducts  more  and  more  of  its  busines 
using  computers  and  global  network: 
those  organizations  that  are  not  no 
embracing  EDI  will  have  to  become  ii 
volved.  Just  one  good  look  at  wha 
Customs,  DoD  and  other  governmen 
agencies  are  doing  should  convinc 
even  the  most  reluctant 

The  handwriting  is  on  the  wall.  An 
it  reads,  EDI  or  die 
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This  article  was  prepared  in  cooperatio 
with  the  Electronic  Data  Interchange  Assc^aD' 
ciation  located  at  225  Reinekers  Lane.  Sui 
550,  Alexandria,  VA  22314,  (703)  838  804 
The  text  was  prepared  by  John  L.  Kirkle 
president  of  Kirkley  Communications 


To  get  your  EDI  ppogpam  off  the  ground... 


m 


Talk  to  Supply  Tech,  the  name 
hehlnd  more  successful  EDI 
installations  than  any  other! 

With  more  than  5,000  installations,  thousands 
of  organizations  worldwide  are  more  productive 
today  because  of  EDI  systems  from  Supply  Tech. 
The  most  experience,  the  most  responsive  support, 
proven  PC  and  IBM'  mainframe  systems— that's 
why  we  can  meet  your  EDI  needs  best.  Today. 

EDI  software  and  support  for  PCs  and  IBM  MVS  and  DOS/VSE 
mainframes  for  all  industries  using  ANSI  X12  or  EDIFACT 
standards,  with  support  for  most  VANs  and  private  EDI 
networks.  Sales,  installation  and  support  available  in  North 
and  South  America,  Europe  and  Australia. 
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Supply  Tech,  Inc. 

1000  Campus  Drive 
Ann  Arbor,  Ml  48104 
USA 

1-313-998-4000 
1-313-998-4099  FAX 
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ocial  Issues 


Commentary/by  Troy  Segal 


BETTER  SCHOOLS,  NOT  JUST  MORE  SCHOOL 


rhe  more  children  study,  the  more 
they  learn,  right?  It's  a  concept 
whose  appeal  lies  in  its  simplicity, 
•haps  that's  why  extending  the 
3ol  day  or  year  to  boost  students' 
Is  is  all  over  the  news  right  now.  In 
iruary,  New  York  City's  chancellor 
schools  proposed  adding  an  extra 
r  to  the  day  at  100  middle  schools 
imated  cost:  $50  million).  In  the 
t  two  years,  17  states  have  initiated 
slation  to  lengthen  the  school  calen- 
,  Congress  is  about  to  appoint  a 
^-member  National  Commission  on 
e  &  Learning  to  study  the  subject, 
[ore  school  seems  to 
an  obvious  remedy 
the  mediocrity  that 
racterizes  American 
cation,  a  mediocrity 
;  hampers  America's 
ity  to  compete  in  a 
Dal  economy.  Chil- 
1  in  almost  every 
ir  industrialized  na- 
attend  school  long- 
:han  U.  S.  kids  do — 
ecially  the  youth  of 
economic  rivals: 
anese  kids  go  240 
s,  Germans,  210 
s.  The  U.S.  school 
r,  by  contrast,  is 
;  180  days.  Small 
ider,  advocates  say, 
;  foreigners  routine- 
utperform  the  U.  S., 
^cially  in  math  and 
nee  (table). 
BACKS.  But  extend- 
the  calendar  is  not 
optimal  solution, 
expensive:  If  a 
)ol  system  added  20 
s,  or  107'  to  the  year,  its  budget 
lid  increase  by  roughly  9.9%,  esti- 
es  Allan  Odden,  professor  at  the 
versity  of  Southern  California's 
)ol  of  education.  The  main  cost 
lid  be  teachers'  pay,  already  two- 
ds  of  most  academic  budgets.  Such 
enditures  are  hard  to  justify  when 
e  finances  are  strapped.  This  year, 
get  cutbacks  caused  Florida  to  dis- 
:inue  a  "seventh  period"  program 
igh  schools.  That  saved  $52  million 
)ade  County  alone, 
f  course,  no  price  is  too  high  to 
rove  kids'  minds.  "But  it's  difficult 


to  extrapolate  that  if  we  added  107<  to 
the  calendar,  it  would  increase  achieve- 
ment by  10%,"  says  Chris  Pipho  of  the 
Education  Commission  of  the  States.  If 
a  child  doesn't  learn  in  a  five-hour  day, 
why  would  he  learn  in  six?  Just  adding 
an  hour  would  simply  bore  kids  and 
exhaust  teachers,  many  educators  say. 

Instead,  there  are  ways  to  improve 
schools  at  little  extra  cost.  The  problem 
may  not  be  the  length  of  the  academic 
year  but  the  way  it  is  organized.  The 
long  summer  vacation,  which  arose 
when  America  was  a  farming  nation, 
serves  little  economic  need  today  but 


DOES  A  LONGER  SCHOOL  YEAR  BOOST 
ACADEMIC  PERFORMANCE? 

Average  math  scores  of  1 3-year-olds  on  an  achievement 
exam  recently  administered  to  students  around  the  v/orld 


Days  spent  in  school 

Score 

CHINA 

251 

80 

SOUTH  KOREA 

222 

73 

SWITZERLAND 

207 

71 

FORMER  U.S.S.R. 

210 

70 

FRANCE 

174 

64 

ISRAEL 

215 

63 

CANADA 

188 

62 

BRITAIN 

192 

61 

U.S. 

180 

55 

JORDAN 

191 

40 

DATA:  INTERNATIONAI  ASSESSMENT  OF  EDUCi| 

ll^iijgSEXAM,  EDUUnONAL  TESTING  SERVICE 

does  much  academic  harm:  Kids  forget 
during  the  long  summer  break,  so 
teachers  spend  up  to  six  weeks  review- 
ing in  the  fall. 

Some  1,600  schools  around  the  U.  S. 
have  developed  a  year  with  shorter, 
more  staggered  vacations.  Park  View 
Elementary  in  Mooresville,  N.  C,  is  a 
typical  example.  The  school,  which  re- 
ceived a  $534,000  grant  from  RJR  Na- 
bisco Inc.  in  1990,  has  a  year-round 
calendar  of  180  days — the  U.  S.  aver- 
age— but  divided  into  quarters  of  nine 
weeks  on  and  three  weeks  off,  with  a 
week  spent  on  testing  in  between.  "It's 


a  better  way,  because  kids  have  less 
time  to  forget,"  says  Principal  Carol 
Carroll. 

Less  time  to  forget  often  means 
higher  achievement.  The  San  Diego 
district,  which  began  a  nine-week/ 
three-week  calendar  in  some  schools  19 
years  ago,  compared  standardized  test 
scores  of  its  year-round  schools  and 
traditional  schools  from  1984  to  1990. 
Year-round  schools  outperformed  con- 
ventional ones  in  every  subject  at  ev- 
ery level.  Third-grade  math  scores,  for 
example,  rose  10%,  vs.  3%. 
As  for  the  school  day  itself,  it  can  be 
made  more  efficient 
without  increasing  its 
length,  which  is  already 
on  a  par  with  other 
countries'.  University 
of  Michigan  Professor 
Harold  Stevenson,  co- 
author of  The  Learn- 
ing Gap,  a  new  book 
that  compares  Asian 
and  U. S.  school  sys- 
tems, notes  Japanese 
classes  are  more  in- 
tense, but  the  lunches 
and  recesses  are  more 
leisurely — a  system,  he 
says,  that  enhances  stu- 
dent productivity. 
CHANGES.  Other  educa- 
tors suggest  revamping 
the  curriculum  away 
from  the  lockstep  45 
minutes  per  subject.  At 
Model  High  School  in 
Bloomfield  Hills,  Mich., 
"we've  simply  altered 
the  way  you  structure 
the  day,"  says  Cindy 

 I   Boughner,  in  charge  of 

the  program.  Classes  are  arranged  in 
2y2-hour  interdisciplinary  blocks.  In 
one  block  on  The  Mind,  students  read  a 
psychological  novel  (English),  examine 
how  the  brain  works  (biology),  and  re- 
search how  background  influences  val- 
ues (social  studies). 

Eventually,  it  may  prove  necessary 
to  extend  the  academic  day  or  year  to 
accomplish  some  of  these  reforms.  But 
quality  of  time,  not  quantity  of  time, 
should  be  the  underlying  motive. 
American  children  deserve  real 
changes  in  the  way  they're  taught — 
not  just  more  of  what  isn't  working. 
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YOUR  PC  CAN  FIND 
THE  FUND  THAT  FITS  YOU 


BEST 
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For  many  people,  mutual 
funds  have  become  the 
only  way  to  play  the 
markets.  But  if  picking  a  mu- 
tual fund  was  supposed  to 
simplify  investing,  that  hasn't 
been  the  case.  The  complex- 
ities of  comparing  returns, 
fees,  and  other  features  can 
leave  even  the  most  meticu- 
lous investors  unsure  if 
they've  made  the  right 
choices.  One  way  to  sort  it  all 
out  is  with  the  help  of  your 
personal  computer. 

Software  producers  have 
seized  upon-  the  mutual-fund 
boom  by  developing  an  array 
of  programs  for  small  inves- 
tors (table).  Most  are  de- 
signed to  help  climb  the  first 
hurdle:  selecting  the  right 
fund. 


Either  of  two  disk-based 
programs  should  serve  most 
well:  Rugg  &  Steele's  Mutual 
Fund  Selector  or  BUSINESS 
week's  own  Mutual  Fund 
Scoreboard.  For  both,  users 
can  purchase  a  pair  of  disks 
containing  performance  data 
on  more  than  2,300  equity  and 
bond  funds,  and  they  can  sub- 
scribe to  monthly  or  quarterly 
updates.  Want  a  growth  and 
income  fund  that  doesn't  levy 
a  sales  load,  charges  manage- 
ment fees  below  0.8%,  and 
beat  the  Standard  &  Poor's 
500-stock  index  over  the  past 
12  months?  In  seconds,  these 
programs  winnow  their  data 
bases  down  to  just  five  funds. 

The  BUSINESS  WEEK  Score- 
board disks,  which  employ 
the  same  format  as  the  maga- 


zine's annual  fund  tables, 
base  their  evaluations  on 
a  combination  of  any  9  of 
26  variables.  They  include 
BUSINESS  WEEKS's  rating  scale 
for  measuring  "risk-based 
performance,"  which  com- 
pares performance  against 
the  S&P  500,  adjusted  for  risk. 
BEAR  HUNT.  The  Rugg  & 
Steele  program  offers  several 
features  not  found  on  the 
BUSINESS  WEEK  disks,  includ- 
ing the  ability  to  screen  simul- 
taneously any  20  of  its  51 
variables.  The  program  pro- 
vides seven  ratios  measuring 
how  much  risk  each  fund 
takes  to  generate  its  returns, 
compared  with  BUSINESS 
week's  single  ratio.  Rugg  & 
Steele's  disks  also  include  sep- 
arate listings  for  12(b)-l  mar- 


keting fees,  as  well  as  a  gr 
listing  annual  returns  f 
each  of  the  last  10  years.  Th 
last  feature  should  help  inve 
tors  gauge  how  funds  did  n 
just  during  bull  markets  SU' 
as  1991  but  also  in  the  be 
markets  of  the  early  1980s 
Two  more  comprehensi 
programs  with  mutual-fui 
data  are  WealthBuilder  ai 
Prodigy.  But  the  Cadillac 
mutual-fund  software  is 
new  offering  from  Morninler 
star  employing  the  late 
technology— CD-ROM.  Mor 
ingstar  Mutual  Funds  OnDium 
squeezes  an  exhaustive  si 
ply  of  data  on  more  than  2,2 
funds — enough  to  fill  972  flc 
py  disks — onto  a  CD-ROM  dis 
At  $495  for  quarterly  updaU  n;!),,,^ 
or  $295  for  a  single  disk,  t  ,  - 
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am  isn't  cheap.  cd-ROMs 
•equire  a  special  player, 

can  be  purchased  for  as 
as  $300.  But  the  Morn- 
tr  program  contains  a 
h  of  information  not 
ble  elsewhere:  a  com- 
iist  of  each  fund's  hold- 
including  all  1,200  bonds 
1  the  Franklin  California 
ree  Income  Fund,  and 
.1  performance  sUitistics 

as  far  back  as  1976. 
iget-minded  investors 
tioose  from  several  less 
sive  programs.  The  best 
in  may  come  from  the 
ofit  American  Associa- 
f  Individual  Investors  in 
yo,  which  offers  quar- 

disks  ranking  560  no- 
)w-ioad  funds. 
■  CITY.  So  you've  select- 
fund.  If  you're  the  buy- 
)ld  type,  your  task  is 
But  if  you're  among  the 
ng  number  of  investors 
ry  to  time  buy  and  sell 
)  in  advance  of  major 
!t  turns,  you  might  ben- 
'om  a  technical-analysis 
am  written  expressly 
utual-fund  trading. 
)  technical  programs  de- 

primarily  to  stocks — 
;tock  (801  265-8886)  and 


A  REVIEW  OF  MUTUAL-FUND  SOFTWARE 


Program 

Cost 

Demo? 

Feotures 

MORNINGSTAR  MUTUAL 
FUNDS  ONDISC 

312  427-1985 

$495* 

Yes 

2,200  funds;  CD-ROM  disk  provides  exhaustive 
data  base:  1 52  data  points  per  fund,  including 
monthly  performance  for  some  dating  to  1976 

RUGG  &  STEELE 

310914-1731 

$299* 

Yes 

2,500  funds;  best  measurements  of  how  much  risk 
each  fund  takes  to  achieve  returns.  Also  includes 
annual  returns  for  each  of  last  10  years 

BUSINESSWEEK  MUTUAL 
FUND  SCOREBOARD 

800  553-3575 

$299* 

Yes 

2,355  funds;  lists  each  fund's  biggest  single  hold- 
ing; includes  BWs  proprietary  risk-rating  system 

WEALTHBUILDER 

215  387-6055 

$170/ 
$120** 

Yes 

1,200  funds;  financial-planning  program  offers 
quarterly  updates  to  its  mutual-fund  data  base 

PRODIGY 

800  776-0834 

$14.95/mo. 
plus  $12.95 
standard  charge 

No 

2,500  funds;  strategic  Investor  option  does  simple 
screening.  Service  also  allows  user  to  download 
closing  prices  for  up  to  100  funds  per  day 

AMERICAN  ASSN.  OF 
INDIVIDUAL  INVESTORS 

312  280-0170 

$39*  plus 
$49  AMI 
membership 

No 

560  funds;  covers  funds  with  soles  loads  below 
2%  and  no  12(b)-l  fees 

*Annual  cost  for  quarterly  disk  updates 


'Basic  program /annual  cost  for  quarterly  updates 


Telescan  (713  952-1060)— boast 
strong  mutual-fund  capabili- 
ties. But  the  most  user-friend- 
ly program  may  be  the  $240-a- 
year  Investor's  FastTrack 
(800  749-1348).  With  a  single 
command,  the  program  auto- 
matically dials  an  800  number 
to  download  daily  price  up- 


dates on  more  than  700  funds. 
FastTrack  then  displays  the 
price  changes  in  graphs  going 
back  to  1988,  as  well  as  in 
seven  technical  indicators,  in- 
cluding moving  averages  and 
relative  strength.  FastTrack 
allows  you  to  rank  the  perfor- 
mance of  funds  by  family  or 


strategy  during  two  periods. 

While  some  programs  may 
seem  expensive,  stay  tuned: 
Competition  is  bringing  prices 
down.  But  before  you  plunge 
in,  test-drive  these  programs 
by  taking  advantage  of  free 
demo  disks  or  low-cost  trial 
packages.  Dean  Foust 


you  thought  agile  Ger- 
in  sport  sedans  only 
me  with  BMW  and  Mer- 

badges,  check  again, 
edesigned  Audi  100  is  a 
itly  alternative  that  sells 
housands  less  than  a 
irable  Bimmer  or  Benz. 
it  matches  the  perfor- 
?  of  similarly  priced  Jap- 
cars  such  as  the  Acura 
id  and  Lexus  ES300. 

heart  of  the  new  Audi 
a  potent  V-6  engine.  Its 
lorsepower  packs  30% 
wallop  than  the  five-cyl- 
engine  that  made  the 

0  so  sluggish.  That,  cou- 
vith  an  optional,  smooth- 
ig  four-speed  automatic, 
s  this  big  Audi  feel 
r  and  more  nimble  than 
edecessor,  even  though 
lO  pounds  heavier. 

'  CAR.  Handling  is  much 
ved,  too.  Even  in  sudden 
avers,  the  new  100  feels 

1  and  balanced.  Thanks 
nt-wheel  drive,  the  Audi 
efooted  on  snow  or  rain- 
pavement.  BMWs  and 


Autos 


A  GERMAN  SPORTS  SEDAN 
WITH  LESS  STICKER  SHOCK 


Benzes,  with  rear  drive,  tend 
to  feel  more  skittish. 

Inside,  the  ride  is  quiet  and 
smooth,  except  on  rough 
roads  where  the  stiff  suspen- 
sion gets  jouncy.  The  seats 
are  comfortable  and  support- 
ive, in  either  cloth  or  optional 


leather  ($1,300).  Unlike  the  old 
version,  the  steering  wheel 
now  tilts  and  telescopes.  And 
front  and  rear,  there's  plenty 
of  head  and  leg  room — a  fea- 
ture that's  sometimes  want- 
ing in  midlevel  Japanese  luxu- 
ry sedans. 


Audi's  redesigned  100:  More  muscle  under  the  hood 


The  dash  is  nicely  laid  out. 
The  Audi's  big,  round  dials 
are  easy  to  read,  with  switch- 
es that  fall  readily  to  hand. 
Only  the  tiny,  cluttered  radio 
controls  are  tough  to  deci- 
pher. A  stylish,  sweeping 
hood  neatly  protects  gauges 
from  glare.  A  driver's  air  bag 
is  standard.  However,  no  pas- 
senger-side bag  is  available. 

The  Audi's  price  enhances 
its  appeal.  A  base  model  with 
a  five-speed  manual  transmis- 
sion starts  at  $27,700;  an  auto- 
matic adds  $800.  The  top-end 
lOOCS  starts  at  $32,900.  All 
models  come  with  three  years 
of  free  maintenance,  including 
everything  from  oil  changes 
to  wiper  blades.  By  compari- 
son, a  Mercedes-Benz  300E 
starts  at  $42,950,  while  a  BMW 
525i  begins  at  $35,600.  And 
the  Audi  is  in  the  pack  with 
its  Japanese  competitors:  The 
Lexus  ES300  begins  at 
$26,550  and  the  Acura  Legend 
sedan  at  $28,000.  With  the 
new  100,  Audi  is  right  back  in 
the  running.     David  Woodruff 
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BUFFALO:  IT'S 
TENDER  ON 
YOUR  HEART 


If  you've  given  up  beef  but 
still  crave  red  meat,  you 
can  have  your  steak  and 
good  health,  too.  Eat  buffalo. 
It's  lower  in  fat,  cholesterol, 
and  calories. 

Unlike  the  tough,  old  ani- 
mals the  Indians  ate,  today's 
buffalo  are  custom-fed  and 
slaughtered  at  about  18 
months.  So  the  meat  is  as 
tender  as  beef  and  sweeter. 
"Most  people  come  in  because 
buffalo's  new  and  different," 
says  David  Peters,  executive 
chef  at  the  Denver  Buffalo 
Co.,  which  operates  a  restau- 
rant in  Denver  and  a  ranch 
near  Kiowa,  Colo.  "They  come 
back  and  bring  their  friends 
because  they  like  it." 
KOSHER,  TOO.  Bison  are  not 
given  growth  hormones,  so 
their  meat  is  considered  natu- 
ral. And  you  don't  have  to 
feel  guilty  eating  buffalo,  be- 
cause with  some  100,000  ani- 
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mals  grazing  on  private 
ranches  and  in  government 
parks,  they  are  no  longer  an 
endangered  species. 

In  addition  to  the  Denver 
Buffalo  Co.,  both  The  Fort 
and  the  Buckhorn  Exchange 
in  Denver  serve  buffalo.  But 
you  don't  have  to  go  West  to 
savor  it.  La  Colline,  a  French 
restaurant  in  Washington, 
D.  C,  prepares  buffalo  steak, 
braised  tongue,  and  "moun- 
tain oysters" — fried  testicles. 
Tommys  Jovnt  in  San  Francis- 


co offers  buffalo  stew  and 
sandwiches,  and  Walt  Disney 
World's  most  exclusive  res- 
taurant, Victoria  &  Albert's 
at  the  Grand  Floridian  Beach 
Resort,  prepares  grilled  buf- 
falo fillet  in  a  cabernet  raisin 
sauce.  Even  New  York's  ko- 
sher Levana  restaurant 
serves  buffalo  dinners. 

Buffalo  is  available  for  the 
home  range,  too.  Butcher 
shops  and  some  supermarkets 
carry  steaks,  roasts,  and 
ground  bison.  You  can  order 


buffalo  by  mail  from  Denjr 
Buffalo  Co.  (800  BUY-BUF). 
Four  eight-ounce  top  sir'in 
steaks  (including  air  freijjt) 
are  $49,   four   12-ounce  k 
eyes,  $85.  Gift  boxes  cont;* 
ing  salami,  jerky,  and  iin|| 
sticks  are  among  other  itelB 
priced  from  $35.50  to  $98.^;  | 
QUICK  COOKING.  Other  mi- 1 
order  purveyors  include  Kjti 
ney's  Korner  Bison  Ranch®  I 
Meshoppen,  Pa.  (717  9|-.; 
2237),  which  ships  fresh  m^j 
along    with    sausage  £P{ 
chipped  bison,  and  Ken-Aj 
Ranches  in  Bartlesville,  Olfi^ 
{918  336-8211),  which  sells  m 
types   of  jerky — mesqupi 
smoked  and  hot-and-spicy. 

You  cook  buffalo  like  bp 
but  at  a  lower  temperatijjf: 
Because  of  its  low  fat  cijr' 
tent,  it  cooks  faster  and  bu^ 
quicker.  Roast  buffalo  t 
275F  instead  of  325F,  and  g| 
steaks  and  hamburgers  ii 
ther  from  the  coals.  The  m 
should  be  served  rare,  sinci] 
toughens  as  it  cooks. 

Buffalo  has  one  more 
vantage.  The  low  fat  mall 
it  more  filling  than  be| 
which  means  you  can  get 
on  smaller  portions — avoid 
even  more  calories  and  ell 
esterol.  Sandm  Atchi] 


With  interest  rates 
down  and  the  biggest 
disasters  behind  it,  the  sav- 
ings and  loan  industry  is  en- 
joying newfound  prosperity. 
But  the  thrifts  aren't  the 
only  ones  benefiting.  Deposi- 
tors at  some  S&I.S  have  dis- 
covered they  can  get  in  on 
the  ground  floor  of  a  good 
investment  when  their  insti- 
tutions convert  from  mutual 
to  stock  ownership. 

That's  what  depositors  at 
Chicago's  Craigin  Federal 
learned  when  it  converted 
last  June.  Aside 
from  employees,  de- 
positors were  the 
only  ones  allowed  to 
buy  shares  in  the 
new  Craigin  Finan- 
cial Corp.  for  $10 
each.  When  trading 
began  on  June  6, 
1991,  the  stock 
soared  to  $14.  To- 
day, it's  about  $20. 
Why    do  thrift 


Smart  Money 

WHEN  S&Ls  COULD  BRING 
GOOD  NEWS— FOR  A  CHANGE 


shares  often  rise  after  a  con- 
version? Legally,  a  mutual 
institution  is  owned  by  its 
customers.  But  financially,  it 
has  no  shareholders.  So 
when  a  mutual  thrift  con- 
verts to  public  ownership, 
the  money  raised  is  added  to 


POSSIBLE  CANDIDATES 
FOR  CONVERSION 


Institution 

Assets  (billions) 

CORAL  GABLES  FEDERAL  S&L  Coral  Gables 

Fla. 

$2.5 

INVESTORS  S&L  Millburn,  N.J. 

1.8 

POMONA  FIRST  FEDERAL  S&L  Pomona,  Cal 

f. 

1.5 

STANDARD  FEDERAL  BANK  Chicago 

1.4 

CAMBRIDGE  SAVINGS  BANK  Cambridge,  Mass. 

0.9 

the  preexisting  net  worth,  re- 
sulting in  a  net  worth  per 
share  greater  than  the  share- 
holders' contribution. 
BEST  BUYS.  Richard  Reib- 
man,  managing  director  of 
Advest  Inc.,  suggests  invest- 
ing in  a  conversion  only  if 
the  thrift  is  profit- 
able and  has  equity 
of  at  least  4?J  of  as- 
sets. Total  assets 
should  be  at  least 
$250  million,  which 
limits  the  field,  since 
only  about  250  of 
the  1,500  remaining' 
mutuals  are  this 
large.  Candidates 
that  meet  these  cri- 
teria include  Coral 


Gables  Federal  .s&l  and  I, 
vestors  S&L.  Neither  has  a| 
nounced  plans  to  go  publi! 
If  they  ever  do,  only  the  pel 
pie  who  were  depositors  bi 
fore  the  announcement  w 
be  eligible  to  buy  stock. 

Thrift  conversions  offer  i| 
guarantees.  Equity  holde: 
can  get  wiped  out  if  tl| 
thrift  is  taken  over  by  tl 
government.  Rising  intere 
rates  are  also  a  threat.  Ai 
while  S&LS  are  currently  co 
verting  at  reasonable  valu 
tions,  averaging  607'  of  boc 
value,  that  could  change.  Tl 
market  for  conversions  c( 
lapsed  in  the  mid-1980s,  aft( 
institutions  sold  at  sky-hig 
premiums.  At  the  peak,  "yc 
heard  stories  about  plumbei 
driving  around  the  counti 
opening  savings  accounts  " 
try  to  cash  in  on  conversion 
says  Reibman.  Better  to  sav 
the  gas  and  keep  an  eye  c, 
institutions  in  your  ow| 
backyard.  Leah  Spr 
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PERSONAL  BUSlii 


If  you  ignore  street  l<ids  long  enough,  they'll  go  away. 

Every  year,  over  5,000  American  children  are  buried 
in  unmarked  graves.  They  are  street  kids  — scared, 
abused,  desperate  — who  struggle  every  day  just  to 
survive  in  a  vicious  and  violent  world.  For  these 
children  Larkin  Street  Youth  Center  is  a  haven.  A 
safe  place  to  go  for  food,  clothing,  medical  care 
and  professional  counseling.  But  most  of  all,  it's  hope. 
Please  support  Larkin  Street's  work. 
Kids  are  dying  for  your  help. 

Larkin  Street  Youth  Center 
1044  Larkin  Street,  San  Francisco,  CA  94109 
415-673-0911 
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LAPTOPS 
TAKEOFF 
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CEO 
DISEASE 


M.fi  Vali 
C<ini|ai]il' 


No  matter  where  news  broke  in  1 991 . 
Whether  it  happened  close  to  home  or  halfway 
around  the  world.  The  best  place  to  read  about 
its  impact  on  a  wide  range  of  industries  was  in 
the  pages  of  Business  Week. 

With  more  than  200  editors  in  25  bureaus,  we 
gave  our  7.3  million  worldwide  readers  global 
coverage  of  all  the  events  that  impacted  their 
businesses-while  the  news  was  still  hot.  And 
we  did  it  with  the  depth  and  tough-mindedness 
that's  made  us  the  most  widely  read  business 
magazine  among  the  world's  top  executives. 
Every  week  of  the  year. 
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One  saves  time.  One  saves  California. 


a* 


wen 


You  may  think  tossing  away  paper  products  is  o.k.  because  they're  biodegradable.  Well 
it's  not.  Our  landfills  are  now  so  conjesteJ  nothing-no  matter  how  nafural-is  fully  breaking  dow 

You  can  help,  though.  Don't  use  a  paper  towel  once  when  a  cloth  can  be ' 
used  a  hundred  times.  That  way  while  you  clean  at  home,  youll  also  be  cleaning 
up  the  environment. 
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AN  OFFER 
WORTH  THE  PAPER 
IT'S  PRINTED  ON. 

With  every  new  subscription. 

Business  Week  will  plant  a  tree 

in  one  of  America's  Heritage  Forests. 
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Every  week  Business  Week  brings  you  up  to 
dale  on  the  world  of  business.  We're  committed 
to  bringing  you  coverage  of  business  news  that 
is  not  only  timely  but  insightful.  Now,  we're 
also  committed  to  teaming  up  with  you  to  make 
a  positive  contribution  to  our  environment. 

With  the  help  of  the  Global  Releaf  Campaign 
of  the  American  Forestry  Association  (AFA),  we 
will  plant  a  tree  in  one  of  America's  fferitage 
Forests  with  every  new,  paid  Business  Week 
subscription. 

Global  ReLeaf  educates  people  on  opportunities 
to  enhance  the  environment  through  improve- 
ment of  trees  and  forests.  The  campaign  creates 
these  positive  environmental  opportunities  for 
individuals,  community  groups  and  businesses. 

The  Heritage  Forest  Program  is  one  such 
opportunity.  Heritage  Forests  are  special  public 
lands,  selected  by  the  AFA  as  lands  where 
private-sector  donations  con  create  new  forests, 
that  would  not  be  possible  under  existing  public 
programs  and  budgets. 


SUBSCRIBE  TO  BusinessWeek  NOW 

We'll  plant  your  tree  and  still  offer  you 
substantial  savings.  At  only  89(an  issue, 
you  save  64%  off  the  $2.50  cover  price 
and  make  a  positive  contribution  to  the 
environment. 

Enjoy  the  convenience  of  having  Business 
Week  delivered  and  the  satisfaction  of 
having  done  something  to  help  improve 
and  preserve  America's  forests. 

It's  easy  to  do.  Fill  out  one  of  the 
post-paid  cards  found  in  this  issue  and 
drop  it  in  the  mail  today  or  call  toll-free 
1-800-635-1200. 

For  more  inlormotion  on  the  Global  ReLeol  Progrom,  call  (20?)  667  3300 
or  wile  10  Ihem  at  P  0  Box  2000,  Washington,  D  (  2001 3 
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.wo  reasons  to  choose  the  Quiet  Coir^any. 


1.  \bur  daughter. 
2.  The  superior  financial  strength  of  Northwestern  Mutual  Life. 

A^rth western  Mutual  Life  has  always  received  the  liighest  possible  ratings 
for  financial  strength  from  Moody's,  Standai'd  &  Poor's,  A.M.  Best  and 
Duff  &  Phelps.  It  has  also  been  consistently  ranked  "the  most  Financially 
sound  life  insurance  company  "  in  an  annual  Fort io it' magazme  study. 

The  more  reasons  you  have  for  wanting  the  most  secure  life  insurance, 
the  better  the  Quiet  Company  sounds. 

NprthM^stern 

The  Quiet  Conif^iny® 


©  19<)2  The  Nor  ihwc-Mt-rn  Mutual  I, lie-  lii>,utann-  Cc.mp.im.  Milwaukee,  Wiseiinsin.  Kepn.ileil  In  permission  ol  iWootK 's,  Standard  &  Poor's,  A.M.  Ucst,  [>ufl  &  I'helps  and  f,Tl„m: 
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icks  moved  to  the  upside,  de- 
ntinued  bearish  sentiment 
itreet.  Investors  were  heart- 
f  dote  showing  that  the 
ly  was  at  last  emerging  from 
)n.  Not  surprisingly,  both 
nd  long-term  interest  rates 
)retgn  bourses  didn't  join 
.  leod.  The  Nikkei  hit  a  five- 
H,  while  election  jitters  de- 
I  London  shares.  Gold  prices 
again,  taking  mining  shares 
m.  As  the  Relative  Portfolios 
on  this  page  shows,  over  the 
ar,  on  investment  in  gold  has 
d  nothing  but  grief. 
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TOCKS 

Latest 

% (hange 
Week  52-week 

rUNDAMENTALs 

latest 

Week  ago 

Year  ago 

NES  INDUSTRIALS 
MPANIES  (Russell  1000) 
:OMPANIES  (Russell  2000) 
flPANIES  (Russell  3000) 

3254  3 
217  5 
208  2 
232  6 

14  13.3 
1,2  13,3 
0,6  25,8 
1,1  141 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  SOO  DIVIDEND  YIELD 
S&P  SOO  PRICE/EARNINGS  RATIO 

4,14% 
8,01% 
2,98% 
25  5 

4.10% 
7.96% 
3.00% 
25.2 

6. 1  % 
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TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment;  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

398,2 
64.0% 
0,42 
1  82 
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0,41 
1  62 
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Neutral 
Positive 
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30.0 
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DRINKS 
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82  Vs 
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% 
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% 
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% 

KICAN  HERITAGE 
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I  portfolio 

tages  indicate 
y  total  returns 


II.  S.  .stocks 
$11,353 

+  0.66% 


III! 


Ti'easury  bonds 
$11,135 

-1.45% 


Money  market  fund 
$10,463 

+  0.07% 


m 

Foreif^n  stocks 
$9,708 
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Golfl 
$9,384 

-2.19% 
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STOPPING  RUNAWAY 

CEO  PAY  ^ 

An  unintended  consequence  of  President  Bush's 
January  trade  mission  to  Japan  with  a  retinue  of  21 
top  business  executives  was  to  underscore  the  yawn- 
ing discrepancy  between  the  compensation  of  chief  executive 
officers  in  the  U.  S.  and  those  in  Japan.  Many  Japanese 
and  Americans  were  shoclied  to  learn  that  the  compensation 
of  CEOS  of  large  U.  S.  corporations  averages  $2  million,  com- 
pared with  about  $500,000  in  Japan.  Add  to  that  a  blistering 
denunciation  of  CEO  compensation  practices  by  consultant 
Graef  S.  Crystal  in  his  widely  quoted  In  Search  of  Excess, 
and  the  issue  of  executive  compensation  has  suddenly  moved 
to  the  forefront  of  public  debate  (page  52). 

Predictably,  politicians  have  moved  into  the  fray  with 
calls  to  stem  executive  pay  raises  through  income  taxation. 
This  is  a  bum  idea— and  not  just  because  many  companies 
would  simply  pay  the  added  taxes.  The  right  place  to  halt 
immoderate  CEO  pay  raises  is  in  the  corporate  boardroom.  A 
good  start  would  be  for  the  compensation  committee  of  the 
board  to  retain  an  outside  consultant  to  review  recommen- 
dations of  pay  consultants,  who  are  typically  hired  by  the 
CEO.  Tlie  boss  should  make  himself  scarce  when  his  own  pay 
is  V)eing  discussed.  Lawyers,  investment  bankers,  and  con- 
sultants who  draw  fees  fi'om  the  company  shouldn't  serve  on 
the  committee,  nor  should  other  CEOs— to  forestall  the  old- 
boy  network.  And  to  forge  a  link  between  the  shareholders 
and  the  board,  directors  should  be  paid  in  shares. 

The  criteria  governing  compensation  also  need  refonri.  For 
starters,  the  boss  should  get  a  salary,  bonus,  stock  op- 
tions—period. A  CEO's  base  salary  should  not  exceed  $1 
million,  even  for  the  largest  companies.  Anything  more 
should  f)e  paid  only  when  the  CEO  and  his  management 
group  meet  tough  performance  targets  against  an  industry 
peer  group.  Set  stock-option  gi'ants  above  market  levels 
so  shareholders  benefit  liefore  executives.  And  stock  options, 
which  do  have  value,  should  be  charged  against  earnings. 

Salary,  bonus,  and  options  should  be  reported  in  the 
proxy  statement  in  a  single,  easy-to-read  table  that  includes 
data  for  three  years.  As  the  Securities  &  Exchange 
Commission  rightly  recommended  in  February,  the  remu- 
neration package  should  be  easy  for  anyone,  especially 
stockholders  and  potential  investors,  to  understand. 


SO  FAR,  SO  GOOD 

AT  THE  FED  

Let's  hope  that  as  the  economy  heads  toward  recov- 
ery, the  Federal  Reserve  draws  the  correct  conclu- 
sions from  the  past  two  years  to  guide  its  policy.  The 
most  obvious  is  that  monetary  policy  works.  The  most  im- 
portant is  that  bold  policy  action  will  achieve  what  timid 
moves  cannot  (page  22). 

Last  year's  series  of  small  tiuailt-'r-point  cuts  in  the  federal 


funds  rate  failed  to  produce  a  sustainable  recovery.  Thc« 
cuts  were  widely  anticipated  in  the  financial  markets  by 
time  they  were  enacted,  so  they  didn't  generate  the  kind } 
psychological  impact  required  to  lift  the  economy  out  of  k 
funk.  On  the  other  hand,  signs  now  point  to  faster  growl 
after  the  Fed's  large  half-point  cut  on  Dec.  20  and  its  bJ 
move  on  Feb.  18  to  cut  reserve  requirements— moves  tm 
took  the  markets  aind  the  public  by  surprise.  I 

The  Fed's  task  now  is  to  avoid  its  mistakes  of  last  yeJ 
For  the  present,  with  the  economic  data  looking  much  bJ 
ter,  that  means  doing  nothing.  Further  easing  would  I 
counterproductive  because  it  would  spook  the  inflation-wal 
credit  markets.  However,  any  thoughts  of  tightening  shoJ 
be  put  off  for  a  long  time.  Under  the  heavy  weight  of  del 
and  other  structural  iiroblems,  the  recovery  cannot  tolera 
the  slightest  hindrance.  I 

Forget  about  stubbornly  high  long-term  interest  rati 
for  now.  The  Fed's  past  tightness,  which  produced  thrl 
years  of  feeble  economic  growth  at  an  annual  rate  of  O.Sl 
has  tamed  inflation.  When  the  price  indexes  finally  cdj 
vince  the  bond  market  that  inflation  is  dormant,  long  rati 
won't  be  so  jumpy  in  the  face  of  recovery.  But  if  policy  J 
tion  by  the  Fed  in  either  direction  is  required  along  the  wl 
the  lesson  from  1991  is  that  it  should  lie  quick  and  bold.  I 


THE  REBIRTH  OF 
A  NATION 

White  South  Africans  had  reason  to  feel  proud  j 
the  first  time  in  decades  when  they  voted  ov^ 
wlielmingly  to  support  President  F.W.  de  Klerl 
revolutionary  efforts  to  end  apartheid  (page  42).  For  his  t 
umphant  facing-down  of  intolerant  racists,  De  Klerk  h 
earned  international  admiration.  Indeed,  South  Afric; 
steady  shift  fi'om  a  society  of  hate  to  one  of  inclusion  ran 
alongside  the  collapse  of  communist  regimes  in  the  form 
Soviet  Union  and  the  East  bloc  as  a  milestone  in  histoi 
Now  the  real  work  of  building  a  new  society  can  begin. 

Over  the  next  few  months,  an  interim  government  co 
prised  of  blacks  and  whites  should  be  put  in  place  to  overs 
the  writing  of  a  new  constitution.  That  vAW  be  the  conclusi 
sign  that  South  Africa  is  on  its  way  to  reentering  the  woi 
community.  And  it  will  give  luisiness  a  gi'een  light  to  retuj 
There  are  still  enormous  imbalances  in  South  Afrii 
with  high  unemployment  and  deep  poverty  endemic  amo 
the  black  majority.  The  reeling  economy  helps  fuel  v 
lence.  But  foreigners  shouldn't  be  scared  off.  They  m 
have  a  new  partner  in  South  Africa's  first  legitimate  g( 
ernnient  in  40  years.  Already,  some  American  businesses  i 
reaching  out  to  the  African  National  Congress  and  otl: 
black  leaders  to  discuss  what  kinds  of  investments  will  h< 
rebuild  the  nation.  And  American  cities  and  states  can  ni 
begin  to  dismantle  their  bans  on  trade  and  investment 
South  Africa.  President  Bush  and  Congress  should  consic 
trade  benefits  and  perhaps  aid  as  soon  as  a  new  constitut: 
enshrines  universal  suffrage.  Whites  in  South  Africa  ha 
wisely  chosen  to  follow  De  Klerk  on  the  I'oad  to  progre 
Only  blacks  and  whites  together  can  walk  the  next  mile, 
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But  perhaps  more 
importantly,  it's  a  commit- 
ment that  gives  you  the 
power   to   buy   the  best 


While  other  companies  are 
working  furiously  to  sell  you 
an  open  system,  we  would 
like  to  otfer  you  something 
with  even  greater 
promise. 

The  Open 
Advantage.  Three 
words  that  repre- 
sent an  unequalled 
commitment  to 
open  systems,  open 
computing  and 
open  networking. 

It's  a  commit- 
ment that  goes  be- 
yond compatibility 

and  a  strict  com-      ^ni     >    ■       u        i  ■  >  -\ 

, .  .  ,  /  here ./  VLrtuaLLy  no  thing  we  won  t  oo  to  tioli>e  your  problem^) 

pliance  with  stan- 
dards all  the  way  to  vendor      solutions  from  whatever 
independence.  Interoperabil-      companies  offer  them  and 
ity.  Application  portability.        make  them  work  with  both 


your  existing  and  future] 
investments. 

The  Open  Advantage! 
starts  with  Network  Applica- 
tion  Support! 
(NAS),   a  com- 
prehensive imple-| 
mentation  of| 
standards  that 
actually  enables! 
vou  to  integrate 
applications 
across  a  multi- 
vendor  networked 
environment, 
protecting  them 
from  the  differ 
ences  between 
manufacturers 
It's  a  feat  that  lets  you 
unite  all  of  our  products 
(from  desktops  to  mainframes) 


We  have  thou<<andii  of 
lutivntt  from  our  network  of 
third  party  alliance,). 

\  the  thousands  of  appHca- 
is  that  run  on  them  with 
ers  from  IBM®,  Hewlett- 
ckard®,  Sun®,  Compaq® 
1  numerous  others. 

With  NAS  you  can  run 
ny  of  your  appHcations 
OSS  a  wide  range  of  operat- 
j  sj'stems.  You  can  get 
phcations  to  interoperate 
th  other  applications  on 
:h  local  and  remote  sys- 
is.  And  you  can  do  it  with- 
;  the  expense  of  retraining 
xr  end-users. 

Even  in  cases  where 
jducts  don't  comply  with 
the  major  industry  stan- 
rds,  such  as  IBM's  MVS^*'^ 
d  Apple's  Macintosh®, 
makes  it  possible  for 
stems,  platforms  and  the 
ople  who  use  them  to  share 


not  only  Hies  and  data, 
but  applications. 

All  of  these  capabilities 
are  further  enhanced  by  sup- 
port and  services  that  are 
equally  open.  We  provide 
comprehensive  planning, 

With  NAS  you  can 
open  alrnOi^t  any  computing 
environment. 


design,  implementation  and 
management  for  multi-vendor 
computing.  From  work  group 
to  enterprise.  And  we  support 
more  than  8000  hardware  and 
software  products  from  over 
800  vendors. 


If  those  numbers  appear 
impressive,  wait  until  you 
evaluate  your  choice  of  solu- 
tions. For  there  are  literally 
thousands.  Available  from 
the  best  software  developers 
in  every  application  area 
imaginable. 

Of  course  the  best  way  to 
experience  The  Open  Advan- 
tage is  to  talk  to  Digital  in 
person.  A  meeting  where 
you'll  discover  such  a  wilhng- 
ness  to  understand  your  bus- 
iness,  its  problems  and 
requirements  you  just  might 
conclude  that  the  most  open 
thing  about  us  is  our  attitude. 

And  in  the  long  mn,  that 
could  turn  out  to  be  just  the 
advantage 
you  need. 

40,000  experts  in  450 
location,^  can  support  your 
multi-vendor  environment. 


mm 
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lus  ga  change,  plus  information.  This  information 
c'est  la  menie  chose,      is  then  relayed  to  the  climate 


.  the  more  things  change,  control  microprocessor,  which  cools  with  remarkable  quick- 
?  more  they  remain  the      has  at  its  disposal  sixteen  air      ness  and  efficiency. 


Tie.  Lexus  engineers  are  vents  in  order  to  either  cool  you 
n  believers  in  this  quip,  at      down  or  warm  you  up. 


The  result?  The  weather 


may  not  be  predictable,  but 
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Saturday 
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ist  when  it  comes  to  the 


y  the  automatic  cli- 


ite  control  of  the  Lexus 


All  this  may  sound  highly      the  cabin  of  the  Lexus  ES300 
technical  (indeed  it  is),      surely  is.  Day  in,  day  out,  its 


but  it  runs  like  a 


300  sports  sedan  operates.      breeze.  The  temperature 


always  the  same  old 
story.  Which,  when 


Four  sensors,  including  a      readout  is  an  illuminated  liq-      you  think  about  it,  is  quite  a 


lar  sensor  that  can  measure      uid  crystal  display;  the  controls      pleasant  surprise, 
ibient  light  from  the  suns      are  large  and  conveniently 

^s,  are  used  to  help  gather      placed;  the  airflow  warms  or         The  Relentless  Pursuit  OJ Perfection. 


^92  Lexus,  A  Division  Of  Toyota  Motor  Sales.  U.S.A..  Inc.  Lexus  reminds  you  to  near  seat  belts  and  obey  all  speed  laws.  For  more  information,  call  800-872-5398  iSOO-USA-LEXUS). 
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A  PROFILE  OF  THE  BW  1000 

It  was  a  year  that  saw  some  corpo- 
rate titans  brought  low.  Total  profits 
tumbled  18%  in  1991,  the  third  down 
year  in  a  row.  But  are  there  stirrings 
in  the  springtime?  Collective  market 
value  rose  a  healthy  13% 


How  TO  Use  This  issue 

A  guide  to  the  30,000  bits  of  data  in 
the  BUSINESS  WEEK  1000  tables, 
together  with  an  overall  portrait  of 
America's  most  valuable  companies 
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164 
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The  BW  1000  Tables 

BUSINESS  week's  1992  report  on 
the  gainers  and  losers  in  the  market- 
value  race,  with  earnings  estimates 


RANKING  By  Industry 

An  industry-by-industry  snapshot 
of  the  economy's  ebb  and  flow  of 
creative  destruction  and  renewal 


Alphabetical  index 

Where  to  find  'em,  with  ranks  in  mar- 
ket value,  sales,  profits,  and  assets 
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Little  Giants 

Their  sales  are  under  $100  million, 
but  their  market  values  put  them 
in  the  big  leagues.  Cast  a  cautious 
eye  here  for  the  hot  companies  and 
growth  industries  of  the  future 


PHOTO  ESSAY 

A  colorful  tour  of  two  fast-rising 
stars:  Amgen,  the  undisputed  world 
leader  in  biotechnology,  and  Novell,  a 
software  developer  that  is  cannily  ex- 
ploiting its  networking  niche 


The  Top  lOO  deals 

The  dollar  value  of  M&A  fell  40%,  on 
top  of  a  33%  tumble  in  1990.  But  a 
couple  of  megadeals  kept  merger- 
watchers  from  nodding  off.  And 
consolidation  of  financial-service 
companies  produced  some  action 


25  executlv^s  To  Watch 

They're  riding  high— or  they  may  be 
headed  for  a  fall.  One  way  or  an- 
other, they're  the  folks  who  are  on 
the  spot,  and  the  ones  worth  keeping 
an  eye  on  for  the  year  ahead 
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Dental  Benefits  Add  Value,  Not  Cost  i 


As  the  cost  of  health  benefits  continue  to  rise,  many 
companies  are  striving  to  cut  or  contain  expenditures 
without  losing  the  value  of  the  overall  package  to  their 
employees.  Increasingly,  employers  are  turning  to  dental 
insurance  as  a  popular  way  to  offer  meaningful  benefits 
while  accomplishing  cost  management. 

Employer-sponsored  dental  insurance  covers  nearly 
two-thirds  of  today's  work  force,  up  from  only  47c  in 
1970.  According  to  the  National  Institute  for  Dental 
Research,  employees  find  dental  benefits  so  practical  that 
almost  60%  of  those  covered  use  them  for  themselves  and 
their  families  at  least  once  a  year.  Yet,  dental  insurance  in 
today's  benefits  market  costs  employers  an  average  of 
only  $331  a  year  per  employee,  compared  with  an  average 
of  $3,161  to  provide  employee 
medical  coverage. 

True  Cost  Management 

Dental  carriers  offer  a  variety 
of  benefits  programs,  including 
among  others  the  traditional  fee- 
for-service,  health  maintenance 
plans,  and  preferred  provider 
options.  The  latter  two  are 
examples  of  iiuiiuii^ed  cure 
programs,  in  which  purchasers 
choose  from  a  select  group  of 
dentists  who  agree  to  provide 

.services  at  contracted  fees,  thereby  lowering  the  overall 
benefits  package  costs.  But  cost  controls  are  designed  into 
many  fee-for-service  programs  as  well. 

.Some  "managed  care"  features  to  look  lor  in  fce-tor- 
service  programs  include  an  extensive  network  of  dentists 
to  give  family  members,  wherever  they  may  live,  greater 
freedom  of  choice:  pre-filed  fee  systems,  which  ensure 
treatment  at  previously  agreed-to  rates;  no  balance  billing 
to  protect  patients  from  unexpected  charges;  in-office  fee 
audits  to  verify  patients  from  unexpected  charges;  in- 
office  fee  audits  to  verify  that  procedures  are  priced 
consistently  and  are  within  the  group  contract  terms;  and 
dental  case  management,  a  peer  review  system  to  ensure 
that  treatment  meets  acceptable  standards  of  care. 

Prompted  by  the  cost-effectiveness  of  these  programs, 
even  self-insured  companies  are  turning  to  dental  carriers. 


Innovative  administration  packages  from  dental  carriers 
enhance  these  companies'  ability  to  provide  coverage  at 
reasonable  costs. 

Significant  Savings  Tlirough  Specialization 

Because  dental  benefits  are  often  bundled  with  a 
comprehensive  medical  package,  employers  whose  health 
insurance  carriers  approach  dental  coverage  as  a  sideline 
activity  often  pay  more  than  necessary.  As  medical  costs 
continue  to  increase,  many  employers  have  begun  to 
appreciate  the  value  of  switching  to  an  insurer  that 
specializes  in  dental  coverage. 

Organizations  that  specialize  in  dental  coverage  offer 
stronger,  more  customized  programs,  more  thorough 
financial  and  case  management 
systems,  and  more  efficient  claims 
service  operations.  Put  simply, 
specialization  fosters  efficiency 
and  stronger  cost  controls. 

Customization  Saves 
Even  More 

Customized  benefits  programs 
can  yield  additional  cost  savings 
for  employers  by  tailoring  the 
dental  program  to  fit  a  specific 
company's  needs.  For  example, 
customized  plans  can  range  from 
simple  prevention  programs  that  cover  x-rays  and  cleaning 
to  the  most  comprehensive  that  also  cover  basic  .services 
(fillings,  root  canals,  and  oral  surgery),  major  dental  work 
(crowns,  bridges,  and  dentures)  and,  if  desired, 
orthodontia.  By  designing  a  custom  program,  employers 
don't  have  to  pay  for  services  that  employees  won't  use. 

What's  Best  for  You 

The  best  dental  insurers  respond  to  the  needs  of  the 
purchaser.  When  examining  dental  carriers  to  find  what's 
best  for  you  and  your  company,  look  for  one  that 
collaborates  with  you  to  tailor  programs  to  your  specific 
needs. 

Those  needs  should  include  both  a  service  that  will  be 
valued  by  your  employees  and  that  will  meet  yinir 
company's  financial  goals.  ■ 


To  us  J  dental  plans  are  second  nature. 

Tjo  otkers,  tlieyre  second  to  everytking  else. 
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till)  okoii,  tlio  convcnienCL'  of  opting  for  a  Luncllcd  Ix'iiefits  pad-cage  is  offset  Ly  tlie 
)f  tlie  Jental  program  component.  CH  Tfiat's  wliy  it's  to  your  company's  advantage 
for  vou  to  clioose  tlie  expertise  and  quality  assurance  offered  In' Delta  Dental.  □  omce  1Q54, 
Delta  Dental  I  las  lieen  tKe  onlv  national  organization  committed  exclusivelv  to  dental 
its.  Our  compreliensive  ctist  management  program  malces  Delta  Dental  a  greater 
tlie  long  run  and  limits  employees'out-of-poclcet  costs.  And  our  extensive  net- 
worlc  of  participating  dentists  allows  us  tci  deliver  managed  care  features  at  a  level  unmatcfied 
hy  companies  for  whom  dental  plans  are  merely  a  sideline.  CH  Fliat's  winy  Delta  Dental 
has  a  98%  customer  retention  rate,  cover's  mcire  tlian  22  million  pet)ple  in  more  tfian 
28,000  groups  and  pays  miire  than  S2  billion  a  year  ford  ental  care.  [Zl  lo  learn  more  akout 
flow  vour  group  can  sliare  in  tlie  advantages  of  cfioosing  the  nation's  largest  specialist  in 
dental  liealtli  ]dans,  call  1-800-441-3434  today.    ^  DOltd  DGfltdl 

America's  Leader  in  Dental  Health  Plans 
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Editor's 
Memo 


his  is  the  seventh  year  for  the  BUSINESS  WEEK  1000, 
our  report  on  America's  most  valuable  companies. 
And  once  again,  the  shifting  composition  of  the  1992  list 
confirms  the  usefulness  of  our  key  standard  for  measuring 

al)out  the  shifting  sources  of  future 


corporate   strength— market  value. 

This  ranking  measures  the  worth 
that  the  marketplace  itself  assigns  to  a 
company,  so  it  reflects  the  cumulative 
impact  of  thousands  of  judgments 
based  on  vast  amounts  of  information. 
And  unlike  other  annual  lists  ordered 
by  sales,  profits,  or  as- 
sets, our  market-value 
ranking  is  forward- 
looking,  because  the 
market  buys  or  sells 
based  not  on  historical 
results  Init  on  expecta- 
tions for  the  future. 
Finally,  a  company's 
sales,  assets,  and  even 
profits  often  change  at 
a  glacial  rate.  It  may 
take  years  before  these 
yardsticks  reflect  fundamental  shifts 
in  a  company's  position  and  prospects. 
But  market  value  can  change  swiftly, 
profoundly— and  mercilessly. 

Of  course,  our  list  includes  many 
other  measures.  But  market  value 
proves  to  be  a  uni(iuely  sensitive,  dy- 
namic indicator.  Consider  the  case  of 
IBM.  Big  Blue  tumliled  from  No.  1  to 
No.  8  on  our  list,  but  if  you  had  seen 
only  its  sales  ranking,  you  might  have 
figured  nothing  was  going  on.  Despite 
its  cataclysmic  year,  IBM  was  No.  4  in 
sales  in  1991— just  as  it  was  the  year 
before. 

Market  value  also  has  much  to  say 
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growth  in  the  U.  S.  economy.  To  get  a 
feel  for  this  predictive  power,  look  at 
the  relative  positions  of  General 
Motors  and  Merck.  While  GM  continues 
to  rank  No.  1  in  sales,  the  troubled 
auto  giant  is  all  the  way  down  at 
No.  19  in  value.  Merck, 
on  the  other  hand,  is  a 
mere  No.  112  in  sales- 
hut  the  market  says 
this  archetype  of  inno- 
vation is  the  fifth  most 
valuable  corporation  in 
America. 

Tlie  BUSINESS  WEEK 
1000  ranking  is  the 
heart  of  this  1992 
Bonus  Issue,  but 
there's  lots  more  here. 
For  our  Hst  of  companies  with  healthy 
prospects  but  scanty  sales,  turn  to  the 
Little  Giants.  To  take  a  colorful  tour  of 
two  high-tech  liotshots,  visit  the  Photo 
Essay.  For  our  update  on  the  year's 
M&A  activity,  check  out  the  Top  100 
Deals.  And  for  the  human  drama  be- 
hind the  numbers,  look  in  on  the  25 
Executives  to  Watch.  We  think  you'll 
find  this  Bonus  Issue  instructive  now— 
and  a  valuable  source  of  information 
over  the  coming  year. 

Editor-in-chief 
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Live^ur  Life  To  Music 

Step  Up  To  The  Bose  Lifestyle  Music  System  Now! 


;  Bose  Litest^'le'  music 
em  includes  Direct/ Reflecting 
e  speaker  arrays;  Lifestyle'  music  center  with  built-tn 
)  player  and  AM/FM  stereo  radio;  remote  control  diat 
■ks  around  comers  and  through  walls.  Also  comes  widi 
eavvay  Acoustimass  hass  mtxlule  (not  showTi). 

Advanced  technology  that  will 
change  the  way  you  enjoy  music. 

New  Bose  patented  technology,  including  Acous- 
timass speaker  teclmology  ai^d  automatic  d^iiamic 
equalization,  has  enabled  us  to  reduce  tlie  size  aiid 
complexity  of  die  stereo  system  while  actually 
impm\ing  periomiance. 

The  award- winnii"igLitest>'le  music 


v'MM^l  system  replaces  an  entire  rack  ot 

"    conventional  equipment  and  speakers. 
And  its  ease-of-use  and  versatility  will 
enable  you  to  live  your  life  to  music  in  ways  you 
never  drought  possible. 

Enjoy  sound  quality  second  only  to  diat  of  a  live 
perfomiance;  audition  die  Lifestyle"  music  system. 

"No  wMz  'i]^e(^<£.y%  no  stock  0/ cm\^Qim\\s>, 
■wo^wg  t/iat  hoVs>  Ii'ke  'iouxA  equ!f»7i£nt. . .  .Hit  the 
start  hmm  avA  sidd£n[;y  the  yocm^  tw'th  mmc  of 
exemplary  clarity  andfuRriess" 

-  Hiins  Rmtel,  The  Neu-  \mk  Times ,  1990* 


Enjoy  music  even  more  with 
FREE  speakers  from  Bose. 

For  a  limited  time,  when  you  step  up  to  a  Lifestyle 
music  system,  Bose  will  send  you  a  pair , 
of  Lifestyle  "  powered 
speakers  (a  $300  value) 
free.  Put  diem  in  a  second 
room  and  its  like  having  aiiodier  stereo  system, 
widi  no  additional  electronics  needed. 

We  invite  you  to  visit  your  Bose  dealer  and  com- 
pare die  benefits  of  die  Lifestyle'  music  system  to 
much  larger,  more  expensive  stereo  systems. 

And  if  you  already  own  a  Lifestyle"  music  system, 
we  have  a  special  offer  for  you  as  well. 

Tliis  event  ends  May  3 1 , 1992.  For  infomiation, 
and  names  of  Bose  dealers  near  you,  call  toll-free: 

l-800-444-BOSEExt.l04 

USA,  Monday-Friday  8;30AM-9:00PM,  Saturday  9AM-5rM  (ET) 
Canada,  Monday-Friday  9:00AM-5:00rM  (ET) 


©l')92Bi.«:a>iporalion.TSL-M,.unt.iin.FniminshamMAC1701-9l68  USA 
*Copvnghl  1990  by  the  New  York  Times  G-intpany,  Repnnied  l>v  pcnnissum- 


Better  sound  through  research. 


If  an  accident  happened  and  you  YELLED, 

"Is  tliere  a  middle  manager  in  the  house?," 

would  anyone  come  to  the  rescue? 

What  is  a  middle  manager,  anyway? 

Valuable  decision-maker,  or  paper  pusher? 

How  do  you  measure? 

Sales  per  employee?  Memo  count? 

Meetings  per  hour  (MPH?)? 

And  now  that  we're  all  trying  to 

re-invent  the  corporation, 

what  do  we  do  with  them? 

Try  asking  them  to  re-invent  their  jobs. 


The 

Business 

WEEK 

1000 

A/^ow  the  mighty  have  fallen.  As  the  recession  ground  on  into 
^  Jl  1991,  nearly  every  industry  felt  the  pinch,  from  autos  to  airlines 
to  computers.  Look  at  one  result:  IBM  tumbled  from  its  perch  and,  like 
Humpty  Dumpty,  split  into  pieces.  Spooked  by  a  torrent  of  bad  news,  in- 


cluding a  first-ever  annual  loss,  investors 
knocked  an  astonishing  $26  billion  off  Big  Blue's 
market  value  over  the  past  year.  Looked  at 
another  way,  Wall  Street  devalued  the  comput- 
er giant  by  more  than  the  total  market  value  of 
General  Motors  Corp. 

IBM  Chairman  John  F.  Akers  responded  to 
the  slide  last  November  with  a  bold  plan  to 
split  up  his  company  into  smaller,  theoretically 
more  competitive,  units.  But  even  that  ambi- 
tious scheme  wasn't  enough  to  halt  the  free-fall. 
With  IBM's  market  value  now  down  a  third 
from  a  year  ago,  to  $49  billion,  it  tumbled  from 
No.  1  to  No.  8  in  BUSINESS 
week's  ranking  of 
the  most  valuable 
companies  in  Amer- 
ica. Its  No.  1  position, 
a  place  it  had 
held  without 
interruption  since 
1983,  now  belongs 
to  Exxon  Corp. 

IBM    wasn't  the 


only  corporate  giant  to  come  undone  last  year- 
just  the  biggest.  Once  the  post-gulf-war  giddi- 
ness subsided,  the  reality  of  layoffs  and  a  still- 
languid  real  estate  market  sent  consumer 
confidence  to  its  lowest  level  in  almost  20  years. 
GM's  $4.9  billion  loss  for  1991  was  the  biggest  in 
its  history.  American  Telephone  &  Telegraph 
Co.,  after  restructuring  charges  and  wiitedowns, 
saw  net  income  fall  83%,  to  $522  million. 
What  will  1992  bring?  Many  economists  are 
predicting  a  recovery  for  the  second 
half  of  the  year.  To  see  how  the 
market  views  Corporate  America's 
prospects,  turn  to  the  BUSINESS 
WEEK  1000,  our  yearly  roster  of  com- 
panies, beginning  on  page  116.  This 
compilation,  ranked  by  market  val- 
ue as  of  Mar.  6,  1992,  offers  a  unique 
perspective  on  who  is  on  the  up- 
swing—and who  is  not.  BUSINESS 
WEEK  considers  market  value  the 
best  measure  of  a  company's 
present  and  future  value.  It's  a 
J    sensitive,  dynamic  indicator,  un- 

(  > 
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like  the  static  financial  data  that  other  publications  use  to 
rank  companies. 

Total  profits  at  the  BUSINESS  WEEK  1000  companies 
were  off  18%  last  year  on  a  mere  2%  revenue  increase. 
Yet  the  market  may  see  a  turnaround  in  the  offing.  The  col- 
lective value  of  the  BUSINESS  WEEK  1000  gained  13%,  to  an 
impressive  $3.4  trillion,  since  the  last  ranking.  But  be  care- 
ful not  to  read  too  much  into  that  gain.  These  companies 
also  had  an  average  of  8  million  more  shares  in  the  public 
market  last  year,  hiking  their  collective  value.  Their  average 
price  per  share  gained  only  7%  over  1991. 

Regaining  momentum 

If  it's  emerging  trends  you're  looking  for,  see  the  list  of 
Little  Giants  on  page  23.  These  are  the  companies  on  the 
BUSINESS  WEEK  1000  with  sales  of  less  than  $100  million. 
As  in  years  past,  companies  in  emerging  technologies  such 
as  drugs,  health  care  research,  and  telecommunications 
dominate  the  list.  Some  Little  Giants  of  years  past  have 


gone  on  to  great  things,  such  as  biotech  superstar 
Genentech  Inc.  Tread  carefully  here,  though.  Because  they're  ' 
small  and  volatile,  these  companies  tend  to  move  down- 
ward in  a  hurry,  too.  Seven  of  last  year's  32  Little  Giants 
fell  completely  off  this  year's  BUSINESS  WEEK  1000. 

Naturally,  the  bull  market  did  a  lot  for  the  fortunes  of  \ 
Wall  Street.  Badly  battered  in  the  years  since  the  1987  ; 
crash,  many  financial-services  companies  regained  some  ; 
momentum  with  exceptional  performances  in  1991.  Take  a 
look  at  Merrill  Lynch  &  Co.  Its  investment  bankers  have 
been  riding  the  wave  of  recent  public  stock  offerings,  and  its 
giant  sales  force  has  been  bringing  in  big  commission  gains. 
All  the  way  down  at  No.  215  last  year,  it  bounded  up  88  Biudi 
places  with  a  market-value  surge  of  $2.8  billion.  But  one  fi- 
nancial-services area  that  probably  won't  see  much  of  a 
pickup  this  year,  at  Merrill  or  anywhere,  is  mergers  and  ac- 
quisitions: The  takeover  trade  was  deathly  quiet  for  the  sec- 
ond year  running.  (The  Top  100  Deals,  page  65.) 

An  exception  to  that  rule  was  the  banking  business. 


THE TOP  15 
IN  market  Value 


COMPANY 

CUMENTVAIUE 
IIIUIONSOF 
DOllAIS] 

PEICENI 
CHANGE  FROM 
A  YEAR  AGO 

1 

EXXON 

$69.1 

0% 

2 

PHILIP  MORRIS 

68.8 

1 1 

3 

GENERAL  ELECTRIC 

67.0 

15 

4 

WAL-MART  STORES 

61.0 

49 

5 

MERCK 

58.0 

41 

6 

COCA-COLA 

52  4 

50 

7 

AT&T 

49  4 

37 

8 

IBM 

49  3 

-34 

9 

BRISTOL-MYERS  SQUIBB 

41.4 

2 

10 

PROCTER  S  GAMBLE 

33.6 

1 1 

11 

JOHNSON  &  JOHNSON 

32.0 

7 

12 

DU  PONT 

29.5 

16 

13 

GTE 

26.8 

26 

14 

ABBOTT  LABORATORIES 

25  4 

25 

15 

PEPSICO 

25  1 

-2 

0' 


COMPANY 

1991 SAIES 

imiiiONSOF 

DOLLASSI 

fERCENI 
CHANGE  FROM 
A  YEAR  AGO 

1  GENERAL  MOTORS 

$123.1 

-1% 

2  EXXON 

104  2 

-2 

3  FORD  MOTOR 

88.3 

-10 

4  IBM 

64.8 

-6 

5  GENERAL  ELECTRIC 

59.4 

3 

6  SEARS,  ROEBUCK 

57  2 

2 

7  MOBIL 

56.4 

-4 

8  PHILIP  MORRIS 

48.1 

8 

9  AT&T 

44.7 

2 

10  WAL-MART  STORES 

43.9 

35 

11  CHEVRON 

40.9 

-4 

12  DU  PONT 

38.7 

-3 

13  TEXACO 

38.3 

-8 

14  KMART 

35.0 

8 

15  CITICORP 

31.8 

-17 
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which  featured  some  certifiable  megadeals  last  year.  NCNB 
merged  with  C&S/Sovran  to  form  NationsBank,  now  No.  59 
on  the  list,  with  a  market  value  of  $10.3  billion.  Chemical 
Bank  joined  with  crosstown  rival  Manufacturers  Hanover. 
And  BankAmerica  won  approval  to  merge  with  Security 
Pacific.  As  a  group,  banks'  market  value  gained  41%  for  the 
y^ear,  with  struggling  Citicorp  and  Wells  Fargo  the  only 
real  sore  spots. 

One  of  the  year's  most  impressive  gainers  in  any  industry 
was  Microsoft  Corp.  With  a  $9.3  billion  surge  in  market  val- 
ue, to  $21  billion,  the  17-year-old  software  maker  vaulted 
past  venerable  Ford  to  No.  24  on  the  BUSINESS  WEEK  1000. 
Much  of  the  credit  belongs  to  Windows,  Microsoft's  progi'am 
that  makes  IBM  PCs  operate  with  the  graphic  "look  and 
feel"  of  Apple's  Macintosh.  Now,  the  question  is  whether 
founder  William  H.  Gates  and  his  newly  realigned  man- 
agement team  can  keep  Microsoft  ahead  of  its  consider- 
able competition. 

Every  company  has  to  worry  about  competition  to  some 


extent,  but  some  of  last  year's  brightest  stars  simply  left 
their  rivals  in  the  dust.  Wal-Mart  Stores  Inc.  accounted 
for  35%  of  the  dollar  gain  in  retailing,  with  a  $20  billion 
surge.  Then  there  was  The  Gap  Inc.  While  most  of  its 
peers  seemed  to  be  either  filing  for  bankruptcy  protection  or 
emerging  from  it,  the  San  Francisco-based  clothing  chain 
rode  its  "good  style,  good  quality"  strategy  to  new  heights 
in  profitablity.  Its  market  value  climbed  $2.9  billion,  lifting 
it  from  No.  198  in  1991  to  No.  108. 

New  Arrivals 

Another  retail  luminary.  Home  Depot  Inc.,  shot  up  57  plac- 
es, with  a  market-value  gain  of  almost  $7  billion.  The  inno- 
vative home-improvement  chain  keeps  building  new  ware- 
house-size stores  at  a  breakneck  rate— 40  are  planned  this 
year,  even  more  in  1993— but  its  debt  seems  manageable  for 
now.  Analysts  expect  revenues  will  top  $7  billion  by  next 
year,  vs.  $250  million  a  decade  ago. 

This  year's  BUSINESS  WEEK  1000  saw  the  public  debut  of 


The TOP  15 

IN  PROFITS 


COMPANY 

IWl  reOFITS 
IBIUIONSOF 
DOllAKI 

PERCfNI 
CHANOEFROM 
A  YEAR  AGO 

1  EXXON 

$5.6 

12% 

2  GENERAL  ELECTRIC 

4.4 

3 

3  PHILIP  MORRIS 

3,9 

11 

4  MERCK 

2  1 

19 

5  BRISTOL-MYERS  SOUIBB 

2.1 

18 

6  MOBIL 

1.9 

0 

7  PROCTER  &  GAMBLE 

1.8 

3 

8  COCA-COLA 

1.6 

17 

9  WAL-MART  STORES 

1.6 

25 

10  BOEING 

1.6 

13 

11  AMERICAN  INT'L  GROUP 

1.6 

8 

12  GTE 

1.5 

-6 

13  BELLSOUTH 

1.5 

-8 

14  JOHNSON  &  JOHNSON 

1,5 

28 

15  FANNIE  MAE 

15 

24 

The  TOP  15 

IN  ASSETS 


COMPANY 

ASSETS 
IBIUIONSOF 
DOILARSI 

PERCENT 
CHANGE  FROM 
A  YEAR  AGO 

1 

CITICORP 

$224,1 

-2% 

2 

GENERAL  MOTORS 

184.3 

2 

3 

FORD  MOTOR 

174.4 

0 

4 

GENERAL  ELECTRIC 

168.3 

9 

5 

AMERICAN  EXPRESS 

153,5 

9 

6 

FANNIE  MAE 

147.1 

10 

7 

CHEMICAL  BANKING 

138.9 

2 

8 

BANKAMERICA 

115.5 

4 

9 

NATIONSBANK 

11 0.3 

-5 

10 

SEARS,  ROEBUCK 

106.4 

11 

11 

J. P.  MORGAN 

103.5 

11 

12 

CHASE  MANHATTAN 

98.2 

0 

13 

SALOMON 

96.7 

-12 

14 

IBM 

92.5 

6 

IS 

AETNA  LIFE  &  CASUALTY 

92.0 

3 

DATA  STANDARD  8.  POOR  S  COMPUSTAT  SERVICES  II IC 
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INTEREST 

I  S    NOT   I  N 

How  Fast 

AN  INVESTMENT 

Accelerates 

BUT    HOW  WELL 

it   Perform  s 

OVER  TIME. 


TIME  not  TIMING.  That's  how  we  MAKE  our 
INVESTMENT  DECISIONS.  While  others  might 
have  an  EVE  for  a  QUICK  RETURN,  54  years 
experience  has  taught  us  that  AN  INVESTMENT 
CONSTANTLY  nurtured,  and  CAREFULLY  steered, 
should  PAT  OFF  HANDSOMELY  in  the  LONG 
RUN.  SOMETHING  our  1.7  million  INDIVIDU- 
AL INVESTORS  and  over  200  INSTITU- 
TIONAL CLIENTS  appreciate. 


Putnam 


A  TIME-HONORED 

TRADITION 
IN    MONEY  MANAGEMENT 


The  Putnam  Companies 
One  Post    Office  Square,    Boston    .MA  02109. 
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some  familiar  corporate  names.  Marvel  Entertainment 
Group,  pul)lisher  of  comic-book  classics  such  as  Spider-Man 
and  The  X-Men,  was  no  laughing  matter  at  No.  899.  Filene's, 
well-known  to  bargain  hunters  in  Boston  and  beyond,  cashed 
in  at  No.  865.  And  toymaker  Fisher-Price  grew  up  and 
got  its  own  public  listing  after  a  July  spin-off  from  Quaker 
Oats  Co.  FP's  $561  million  market  value  put  it  at  No.  910. 
Quite  a  few  notable  names  departed  fi'om  the  list  as  well,  in- 
cluding NCR  and  Square  D.  Their  reasons,  respectively:  a 
bitterly  contested  acquisition  by  AT&T  and  an  international 
takeover.  And  you  won't  find  USX  anymore.  It  was  split  into 
separate  stocks  representing  its  steel  and  energy  operations, 
USX-U.  S.  Steel  Group  and  USX-Marathon  Group. 

As  an  industry,  health  care  had  the  most  robust  dollar 
gain  by  far.  These  83  companies,  paced  by  the  likes  of 
Merck  &  Co.  and  Amgen  Inc.,  gained  $69  billion.  The 
biggest  jump  up  the  rankings  ladder— among  all  1,000  com- 
panies—belonged to  tiny  International  Game  Technology, 
which  leaped  a  gravity-defying  494  places  to  No.  444.  This 
casino-games  maker  has  had  an  incredible  run  lately,  with 
profits  soaring  as  gambling  fever  spreads  across  the  nation. 

Fuel's  bright  spot 

Over  at  A&P,  lots  of  shareholders  are  wishing  they'd  never 
gambled  on  the  grocery-store  chain.  The  Great  Atlantic  & 
Pacific  Tea  Co.,  a  highflier  only  a  short  while  ago,  fell  231 
places  on  the  BUSINESS  WEEK  list,  to  No.  547.  The  main 
problem:  The  supeiTnarket  chain's  stronghold,  the  Northeast, 
was  among  the  regions  hardest  hit  by  recession.  At  least 
A&P  can  take  some  consolation  in  that  it  didn't  fall  the 
farthest.  That  distinction  belongs  to  Community  Psychiatric 
Centers.  Clubbed  by  competitive  pressures,  it  tumbled  480 
spots,  to  No.  839. 

The  biggest  broad  gi-oup  to  post  an  industrywide  market - 
value  loss  was  fuel,  whose  44  companies  lost  $35  billion  in 
value,  or  11%.  Nailed  by  the  continuing  downturn  in  oil-field 
services,  Halliburton  Co.  was  hardest  hit.  It  said  farewell  to 
more  than  half  its  market  value. 

A  notable  bright  spot  in  the  bleak  fuel  group  was  Exxon 
Corp.,  whose  $69  billion  market  value  assured  it  the  No.l 
place  in  the  BUSINESS  WEEK  1000.  With  the  $1  billion 
Valdez  oil  spill  cleanup  finally  wrapped  up,  the  world's 
largest  oil  company  racked  up  profits  of  $5.6  billion  on  rev- 
enues of  $104.2  billion. 

Despite  posting  big  losses,  the  auto  industry  came 
through  1991  in  decent  shape— at  least  in  terms  of  market 
value.  GM  slipped  one  place,  but  Ford  Motor  Co.,  a  money- 
loser  for  the  year,  rose  four  places  to  No.  31  on  a  $1.3  billion 
market-value  gain.  Chrysler  Corp.  did  far  better,  climbing  ;34 


looking  at 
The  Record 

Shaped  byi  market  forces,  the 
Business  week  woo  is  any- 
thing but  inanimate.  Every  year 
the  magazine's  roster  has 
changed  dramatically.  Here's  a 
quick  way  to  gauge  which  way 
the  winds  were  blowing  over  the 
past  12  nwnths. 


WHO  Came  On 

The  List... 

Companies  appearing  on  the  list 

in  larger  numbers  than  last  year 

INDUSIRy 

NO, 

NONBANK  FINANCIAL 

11 

DISCOUNT  S  FASHION  RETAILING 

9 

HtALTH  CARE 

9 

HOUSING 

A 

CONSUMER  PRODUCTS 

2 

FOOD 

2 

PAPER  i  FOREST  PRODUCTS 

2 

AEROSPACE 

i 

ELECTRICAL  &  ELECTRONICS 

1 

MANUFACTURING 

1 

. .  .AND  WHO  FELL  OFF 

INDUSTRY 

NO 

FUEL 

-12 

OFFICE  EQUIPMENT  &  COMPUTERS 

-6 

SERVICE  INDUSTRIES 

-5 

METALS  S  MINING 

-4 

UTILITIES 

-3 

TELECOMMUNICATIONS 

-3 

PUBLISHING  S  BROADCASTING 

-2 

CONGLOMERATES 

-2 

CHEMICALS             .      '    :  V  r 

-2 

AUTOMOTIVE 

-2 

LEISURE  TIME  PRODUCTS 

-1 
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Winners... 

The  market  value  of  these  industry  groups  grew 
by  the  most  amount from  last  year 


INDUSTRY 


MAIKETV*tUEDIff£liENC£ 
IINSMILLIONSI 


DISCOUNT  S  FASHION  RETAILING 

$54,297 

DRUGS  &  RESEARCH 

42,376 

ELECTRIC  UTILITIES 

26,796 

FINANCIAL  SERVICES 

24,972 

COMPUTER  SOFTWARE  S  SERVICES 

21,970 

BANKS-EAST 

21,835 

BEVERAGES 

18,880 

TELECOMMUNICATION  EQUIPMENT 

18,752 

TOBACCO 

1 8,242 

BANKS-MIDWEST 

16,622 

CHEMICALS 

15,714 

FOOD  PROCESSING 

15,666 

MEDICAL  PRODUCTS 

15,618 

BANKS-SOUTH  &  SOUTHEAST 

14,385 

PERSONAL  CARE 

10,376 

PUBLISHING 

10,130 

GENERAL  MANUFACTURING 

9,667 

HEALTH  CARE  SERVICES 

9,266 

RAILROADS 

9,225 

PAPER 

6,018 

INSURANCE 

5,869 

BANKS-WEST  &  SOUTHWEST 

5,449 

APPLIANCES  &  FURNISHINGS 

5,338 

FOREST  PRODUCTS 

5,222 

...AND  LOSERS 

while  the  market  value  for  these 
industry  groups  dropped  the  most 


INDUSTRY 


MARKETVALUEDIfFEIENCE 
|IN  SMIIUONSI 


COMPUTERS  &  PERIPHERALS  -$28,776 

OIL  &  GAS  -22,937 

PETROLEUM  SERVICES  -11,516 

TELEPHONE  COMPANIES  -8,918 

GAS  &  PIPELINE  UTILITIES  -4,789 


POLLUTION  CONTROL  -2,364 

ENGINEERING  S  CONSTRUCTION  -1,294 

COAL  -736 

ALUMINUM  -268 


DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES,  INC 


places,  to  No.  17.3.  With  production  beginning  on  its  new 
Jeep,  and  its  much-awaited  LH  line  of  cars  coming  out  in  the 
fall,  analysts  are  cautiously  upbeat  about  Chrysler.  Next  big 
challenge:  easing  in  GM  veteran  Robert  J.  Eaton  as  the  suc- 
cessor to  Chairman  Lee  A.  lacocca  (page  102). 

One  new  CEO,  Goodyear  Tire  &  Rubber  Co.'s  Stanley  C. 
Gault,  gave  the  auto-parts  group  a  big  lift  for  the  year.  The 
former  Rubbermaid  Inc.  boss  put  the  tiremaker's  horrendous 
1990  behind  him  with  vigorous  cost-cutting  and  a  stock  offer- 
ing that  helped  pare  down  its  hefty  debt.  The  resulting 
surge  in  profits  made  Goodyear  shares  burn  rubber,  with  a 
201%  advance  in  market  value,  to  $4.2  billion. 

Procter  &  Gamble  Co.  was  uncharacteristically  sluggish, 
though  Gillette  Co.  looked  sharp.  It  shot  up  22  places,  to 
No.  58,  on  the  strength  of  its  Sensor  razor.  Look  for  contin- 
ued growth  as  it  takes  the  Sensor  into  more  overseas  mar- 
kets and  rolls  out  a  line  for  women.  Colgate-Palmolive  Co. 
had  a  similarly  encouraging  year,  as  its  domestic  business 
started  catching  up  to  its  acknowledged  international 
strength.  The  recent  acquisition  of  deodorant  maker  Mennen 
Co.  ought  to  keep  Colgate  moving  in  the  right  direction. 

Fierce  competition 

Care  for  a  Coke?  Make  sure  you  get  the  right  one.  Coca- 
Cola  Co.  added  life  last  year,  with  a  $17.5  billion  market-val- 
ue gain.  But  Coca-Cola  Enterprises  Inc.,  its  44%-owned 
soft-drink-bottling  business,  wasn't  so  refi'eshing:  The  reces- 
sion cut  into  sales,  and  fierce  competition  at  the  retail  lev- 
el pushed  earnings  down.  Its  worth  in  the  eyes  of  investors 
slumped  11%.  Everyone  else  in  the  beverage  business,  with 
the  exception  of  all-star  Anheuser-Busch,  was  flat. 

When  it  comes  to  all-stars,  few  are  more  perennial  than 
McDonald's  Corp.  Just  as  remarkably  consistent  as  its  bur- 
gers and  fi'ies.  No.  43  Mickey  D's  hasn't  moved  up  or  down 
more  than  one  place  in  any  of  the  last  seven  years.  Not  so 
for  Cracker  Barrel  Old  Country  Store  Inc.  The  surging 
Cracker  Barrel  had  the  biggest  gain  of  all  in  the  restaurant 
business,  shooting  up  248  places,  to  No.  564. 

Not  surprisingly,  the  airline  industry  didn't  have  much  of 
a  year,  what  with  the  recession  and  war-related  travel 
fears.  American  Airlines  Inc.  parent  AMR  Corp.  managed  to 
hold  up  better  than  most,  gaining  42%  on  the  strength  of  its 
long-term  prospects  and  its  decent  financials.  But  USAir 
Group  Inc.,  by  contrast,  is  in  a  deep  funk.  Looking  at  its 
heavy  debt  and  mounting  operating  losses,  investors  have 
knocked  the  air  right  out  of  its  stock.  It  happened  to  a  lot  of 
companies  last  year,  as  the  market  continued  its  relentless 
winnowing  of  the  promising  from  the  problematic. 

By  Peter  Finch  in  New  York 
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HP  Apollo  Series  700  Model  705 


Vith  the  new  HP  Apollo  Series 
00  Model  705  RISC  workstation, 
ou'U  also  gain  an  additional  13.7 
iPECmarks.*  And  5.4  MFLOPS.* 

lo,  while  the  difference  in  price 
5  just  a  pleasant  surprise,  the 
lifference  in  performance  is 
.stonishing. 

ind  that  $5  savings  won't  short 
ou  on  anything.  We've  designed 
he  Series  700  to  optimize  X- win- 
low  performance.  Wliat's  more, 
tur  Model  705  has  a  19"  gray- 


scale display  (Sun  only  offers  a 
17"  monochrome  display  on  the 
ELC).  And,  with  over  1,800  appli- 
cations already  available,  you're 
ready  to  get  up  and  running  fast. 

The  open  architecture  of  our 
workstations  also  lets  them  work 
smoothly  in  a  multivendor  envi- 
ronment. And, 
if  you  should 
need  our  help, 
HP's  worldwide 
support  is  at 
your  service. 


El 


So  caU  1-800-637-7740,  Ext.  2789. 

We'll  show  you  a  very  fast  way  to 
save  money. 
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Light  and  fle:}Lihle  sole 


with  tiny  air  bubbles.  B  Highly  shock  absorbent  insert  ivith 

cushioning  air  channels.  El  Constructed  for  all  around  comfort 

jjj^  leather  inside  and  out.  El  Cushioned  uppers. 
led  collars  and  tongues.  E9  Wide       /     /  ran^e  of  sizes  and 


Soft 

3  Padded  collars  and  tongues.  E9  Wide  (]  (j^  |^  range  of  sizes  and 
widths.  13  30  day  test  walk  with  money  back  guarantee.  El  Go 

anywhere  styling.  ESS  Florsheim  reputation  for  over  100  years  of 
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The 
Little 
Giants 


hiron.  Biogen.  Vicor.  Xoma.  They  sound  like  future  destinations  of  the  space  shut- 
W  tie,  but  that's  only  fitting.  These  and  the  other  companies  listed  on  page  26  are  the 
)nes  investors  are  counting  on  for  stratospheric  growth  in  the  future. 
These  are  the  so-called  Litde  Giants  of  the  BUSINESS  WEEK  1000 — public  companies 


/ith  sales  of  less  than  $100  million.  Sure,  they're  small 
ry,  but  their  lofty  market  values  put  them  in  the  same  uni- 
erse  as  the  972  other  companies  in  this  issue.  That's  be- 
ause  investors  believe  these  companies  may  someday  gen- 
rate  hundreds  of  millions,  if  not  billions,  in  sales. 

Take  tiny  Alliance  Pharmaceutical  Corp.  This  eight-year- 
id  San  Diego  biotech  company  lost  $21  miUion  in  1991  on 
evenues  of  only  $1  million.  Just  the  same,  investors 
loosted  the  stock  by  257%  during  the  same  period, 
o  Alliance  has  a  remarkable  $597  million  market 
alue.  One  reason  is  oxygent,  a  substance  Alliance 
leveloped  to  serve  as  a  temporary  blood  substitute 
or  patients  undergoing  surgery.  If  the  Food  &  Drug 
administration  approves  the  product  when  it's 
ubmitted  in  1993,  oxygent  could  eventually 
le  used  in  more  than  a  million  surgical 
procedures  a  year. 

A  potential  blockbuster  is  also  fueling 
nterest  in  Centocor  Inc.,  a  biotech  com- 
pany based  in  Malvern,  Pa.  Thanks  to  an 
ntibody  called  centoxin,  investors  have 
)id  the  value  of  the  company  up  to  $1.3 
)illion— making  it  tops  on  the  Little  Giants 
ist,  with  a  value  higher  than  that  ut 
iremaker  B.  F.  Goodrich  Co.  In  clinical 
ests,  centoxin  has  shown  promising  results 
igainst  septic  shock,  a  lethal  bacterial  in- 
ection.  Prudential  Securities  Inc.  analyst  Jo- 
leph  Edelman  believes  that  centoxin  could 
idd  as  much  as  $300  million  to  the  company's 
153  million  in  sales  if  it  gets  the  nod  from 
he  FDA. 

Still,  Centocor's  stock  reflects  the  risks  in 


herent  in  betting  on  small  companies.  Centocor's  stock 
price  surged  180%  over  the  last  year,  to  60  a  share.  A  re- 
cent delay  in  FDA  approval,  however,  coupled  with  legal 
worries  over  a  patent-infringement  battle  with  a  fellow 
Little  Giant,  Xoma  Corp.,  has  wiped  almost  50%  off 
Centocor's  share  price  since  January.  As  for  profits,  they're 
still  in  the  future.  Last  year,  Centocor  recorded  the  largest 
OSS  of  the  28  Little  Giants,  a  stunning  $195.6  million. 
In  all,  11  companies  on  this  year's  list  are  developing 
new  medicines.  Only  one,  however,  is  focusing  on  con- 
trolling health  care  costs:  Healthcare  Compare  Corp. 
The  acute  need  for  its  managed  health  care  services 
has  made  the  Downers  Grove  (111.)  company  the 
highflier  of  this  year's  bunch.  Thanks  to  clients 
such  as  Texas  Instruments  Inc.  and  McDonald's 
Corp.,  Healthcare's  sales  last  year  rocketed 
68%  over  the  prior  year,  to  $71  million,  while 
earnings  soared  131%,  to  $12.8  million. 

You  don't  have  to  be  a  biotech  marvel 
or  a  health  care  cost-saver  to  be  a  siz- 
zling prospect.  Holdovers  from  last  year 
include  a  pair  of  real  estate  investment 
trusts:  Weingarten  Realty  Investors  and 
New  Plan  Realty  Trnast.  Weingarten  has 
benefited  from  the  recovery  of  the  real 
estate  market  in  Houston,  where  the 
trust  owns  and  develops  shopping  cen- 
ters. New  Plan  invests  in  shopping  cen- 
ters from  northern  New  York  all  the 
way  down  to  Georgia.  The  company 
paid  out  $1.22  a  share  to  investors,  a 
total  of  $54.6  million,  last  year,  de- 
spite earnings  of  only  $43.2  mil- 
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As  you  am  clearly  see,  the  Beechcraft  Starship'  '  has  an     747  '  S ,  B  U  L  LE.Q 

I 

interesting  family  tree  to  say  the  least.  The  avionics   WHAT   DID   Vl,  ^ 


were  inherited  from  the  newest  747  jet.  The  braking  system  was  pioneered  on 


I 


tech  hardware  to  interior  points  like  generous  headroom  and  handcrafted  lea 


performs  like  nothing  else  in  the  air  Of  course,  we  invite  you  to  form  your  own  opii 


©1992  BcL-eh  Airtrrtfl  ("i>rp.,  A  R.iyrhccin  (  ^lITlp,lnv.  Stiir-.hip  is  a  re>;iMercJ  tr,idcm.trk  (it  Beech  Airtmtt  C^irpor.ituin 


]DF  VESTS   AND   SPACE  SHUTTLES. 


NK  IT  WAS   CREATED  FROM,  THIN  AIR? 


flights.  And  select  components  were  constructed  of  the  same  dense  material  found 


in  bulletproof  vests.  Why!  Quite  simply,  our 


engineers  believe  a  business  aircraft  built  to 


survive  the  21st  century  shouldn't  have  to  rely 


on  technology  built  in  the  1950s.  This  bent  for 


forvuard  thinking  also  extends  beyond  high- 


All  of  which  begins  to  explain  why  the  Starship  looks,  feels  and 


l^eechcraft 


ling  800-8357767,  ext.  678.  Why  not  fmd  out  firsthand  just  what  were  made  of 


The  Little  Giants 


COMPANY 

MILIIONSOFDOIIARS 
MARKET 

VALUE  SALES 

INDUSTRY 

(ENTOCOR 

$1267 

$53 

Drugs  &  research 

SYNERGEN 

1 170 

14 

Drugs  &  research 

U.S.  CELLULAR 

1117 

99 

Telecommunications 

CHIRON 

958 

65 

Drugs  &  research 

NEW  PLAN  REALTY  TRUST 

926 

60 

Real  estate 

BIOGEN 

854 

61 

Drugs  &  research 

HEALTHCARE  COMPARE 

790 

71 

Financial  services 

VANGUARD  CELLULAR  SYSTEMS 

742 

69 

Telecommunications 

GENSIA  PHARMACEUTICALS 

730 

5 

Drugs  &  research 

IMMUNEX 

715 

53 

Drugs  &  research 

ASSOCIATED  COMMUNICATIONS 

709 

43 

Telecommunications 

AMERICAN  POWER  CONVERSION 

708 

94 

Electrical  products 

VICOR 

684 

56 

Semiconductors 

U.S.  BIOSCIENCE 

655 

3 

Drugs  &  research 

GENETICS  INSTITUTE 

627 

83 

Drugs  &  research 

BP  PRUDHOE  BAY  ROYALTY  TRUST 

626 

93 

Oil  &  90s 

OEA 

616 

90 

Aerospace 

BALLARD  MEDICAL  PRODUCTS 

607 

41 

Medical  products 

ALLIANCE  PHARMACEUTICAL 

597 

1 

Drugs  &  research 

PICTURETEL 

586 

78 

Telecommunications 

WEINGARTEN  REALTY  INVESTORS 

522 

83 

Real  estate 

ARTISOFT 

519 

54 

Computer  software 

MAGMA  POWER 

516 

95 

Utilities 

AMERICAN  HEALTH  PROPERTIES 

509 

80 

Health  care  services 

MEDIMMUNE 

505 

14 

Drugs  &  research 

HEALTH  CARE  PROPERTY  INVESTORS 

501 

79 

Health  care  services 

WELLFLEET  COMMUNICATIONS 

476 

58 

Computer  software 

XOMA 

476 

17 

Drugs  &  research 

STANDARD  i  POOR'S  COMPUSTAT  SERVICES  INC 


lion.  The  reason:  New  Plan  has  $267  million  in  cash  and 
very  little  debt. 

Telecommunications  also  has  a  few  representatives.  But 
chances  are  you  won't  be  seeing  U.  S.  Cellular  Corp.  on  next 
year's  list.  The  cellular  service  carrier  made  the  list  for  the 
third  straight  year,  but  barely  squeezed  under  the  Little  Gi- 
ants limit  with  sales  of  $99  million.  Although  U.  S.  Cellular 
hasn't  earned  a  penny  since  starting  operations  back  in 
1985,  investors  are  salivating  over  the  potential  boom  in  the 


U.  S.  cellular-telephone  industry.  The  market  now  consists  of 
7  million  subscribers,  and  some  analysts  estimate  that  it  will 
grow  to  35  million  to  40  million  by  the  end  of  the  century. 

Where  will  the  other  Little  Giants  be  by  then?  It's  too 
early  to  tell.  But  for  now,  investors  are  betting  that  with  a 
product  breakthrough  here  or  a  takeover  there,  the  shares 
of  these  companies  might  rocket  to  the  farthest  reaches  of 
the  stock  market  heavens. 

By  Bruce  Hiujer  in  New  York 
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^  S?CNA  insurance  Companies,  we  share  your 
co^iem  atou  me  impact  of  nW  P— ^^l^;^ 
pSXfs  why  we  work  in  majy  f;^^ 
costs  Medical  costs  are  an  important  reason  tor 
sS!?x:Sng  group  health,  worker^  compensation  and 

^%lv^^?in  health  car^  pn^ders  to  assure  you  of 
hiJ^^SS??cSe{fective  care.%d  adive^^mN^^^^ 
31vere  catastrophic  cases  to  assure  the  fullest,  fastest 

XS'alone,CNAs  medical  cost  con^^^^^^ 
nmSi?m  S  over  $90  million  for  our  poli^^oldei^ 
?SfSSnSted  in  improved  loss  expenence  and  more 
XSe  premiums  for  the  businesses  we  insure. 
Ask  your  independent  agent 
or  broker  about  CNA- 
cm  nrovides  property/ casualty  life/health  ana 
empl^K^nefite  insur^ce^lndepde^^^ 
represent  CNA  are  listed  in  the  Yelfow  Pages. 

INSURANCE  FROM 

For  All  the  Commitments  You  Make^ 

CNAmranceCompanles/CNAPlaza/Chlcago.lU  60685 


^^usic  is  said  to  be  the  communication  of  angels. 

As  a  company  that  has  advanced  the  art  of  communication. 
Northern  Telecom  is  proud  to  support  the  National  Symphony  Orchestra 
and  the  John  F.  Kennedy  Center  for  the  Performing  Arts. 


Corporate  offices  in  Woshiington  and  Toronto 

■i%^^p  northern 
■  ■  ■  tclGcum 

©  1992  Northern  Telecom  Technology  the  woHd  colls  on. 


D  E  W  A  R'S  PROFILE 


Denys  Cowan  ^ 

HOME:  - 
New  York  H.Y.  "Unlike  most  people 
here,  I've  lived  in  Gotham  City  all 
my  life!' 

•  AGE  31;  - 


PROFESSION: 


PROFESSION: 
Graphic/comic  book  artist, 
DC  Comics. 

HOBBY: 
"/  have  more  jun  than  anyone  has  a 
right  to.  A  hobby  would  just  be 
rubbirig.it  in." 

LAST  BOOK  READ: 
Robert  Graves.  The  Greek  Myths. 
"They  were  the  original  super-heroes'.' 

T  ATEST  ACCOMPLISHMENT: 
'  the  50th  anniversary  editioii  of 
[TMAN.  "It's  like  being  a  pari 
of  history!' 


WHY  I  DO  WHAT  I  DO: 
"If  you  could  live  your  dream  AND 
draw  your  fantasies,  wouldn't  you?" 


»■ 

PROFILE:. 
Soft-spoken,  imaginative,  dedicated. 
Works  well  in  confined  spaces.  ■ 


HIS  SCOTCH: 
Dewar's  '"White  Label."  on  the  rocks. 
"Doing  an  issue  of  The  Question  is- 
"^un.  but  it's  still  One  frame  at  a  tirruT; 
Which  means  when  I  finish,  a    ■ , 
Dewar's  is  definitely  the  answer!'  ■ 
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THE  KENNEDY  CENTER  WAS  B^ILT  ON  A  DREAM-adreamto 

create,  in  America's  capital  city,  a  national  performing  arts  center  to  rival  any 
other  in  the  world.  It  would  honor  and  encourage  our  country's  most  gifted 
artists,  preserve  our  artistic  heritage,  teach  our  cliildren  the  value  of  heauty, 
and  carry  the  message  and  the  joy  of  the  peribrmiiig  arts  to  the  hroadest  pos- 
sihle  audience. 

For  20  year  s,  the  Kennedy  Center  has  done  all  of  this  and  more.  More  than 
25  million  people  have  seen  performances  of  music,  dance,  theater,  and  fihn  here.  Himdreds  of  those  per- 
formances were  free;  thousands  more  were  made  available  at  reduced  cost  to  children,  senior  citizens,  and 
those  with  low  incomes  or  permanent  disabilities. 

On  Kennedy  Center  stages,  important  new  works  are  created  and  extraordinary  new  artists  are  fhs- 
covered.  Here  we  welcome  the  best  international  performers  and  shine  a  spotlight  on  our  own  rich  cidtiire 
in  regional  and  state  festivals.  Here  we  bestow  America's  highest  awards  for  our  country's  artists,  the 
Kennedy  Center  Honors.  Here  we  celebrate  the  best  of  our  past  and  see  the  promise  of  our  future. 

Beyond  its  own  stages,  the  Kennedy  Center  takes  its  show  on  the  road  in  pioneering  education  and  out- 
reach programs  across  America.  Through  these  programs-many  of  which  have  become  models  for  oth- 
er performing  arts  centers-young  people  and  their  families  share  performances  of  children's  theater,  clas- 
sical music,  and  dance.  In  schools,  teachers  bring  the  arts  to  life-along  with  lessons  in  liistory,  literature, 
and  other  subjects-using  skills  honed  at  Kennedy  Center  workshops.  And  young  artists  are  given  oppor- 
tunities to  study  and  perform  with  professional  musicians,  dancers,  cUrectors,  and  writers. 

This  is  the  dream  fulfilled.  By  nurturing  our  artists,  writers,  choreographers,  and  composers,  we 
create  a  legacy  of  beauty  for  our  children,  and  we  leave  our  mark  upon  the  world.  By  encouraging  artis- 
tic exchange  between  our  country  ami  other  nations,  we  foster  peace  and  understanding.  By  preservuig 
our  miUticultural  heritage,  we  honor  all  of  the  people  who  have  become  Americans.  And  by  sharing  all 
of  tliis  with  our  yoimg  aucUences,  we  educate  a  new  generation  of  Americans  in  the  ideals  that  have  made 
this  country  great. 

This  is  the  work  of  the  nation's  stage. 


Chairman 

t  h  k  j  o  un  f.  k  k  \  n  i:  i)  ^  c  k  n  t  e  r 

KOR   THK   PkRI  ()RMI\(,  ARTS 
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INSCRIBED  ON 


the  river  facade 
of  the  Kennedy 
('enter  are  the  ([notes  on  tlie  cover  of  this  section.  They  are 
a  reniinfier  tliat  the  perfonning  arts  make  a  fiuidainental  (Uf- 
ference  in  every  American's  hfe.  Twenty  years  after  its 
(tpening,  the  John  F.  Kennedy  Center  for  the  Perfonning 
Alts  continues  to  eniljody  that  vital  message  —  thai  our 
nation  valnes  its  heritage,  its  cidtme,  and  its  artists,  and  that 
the  performuig  arts  helong  to  evervone. 

Senator  Edward  M.  Ken- 
nedy, who  has  been  a  key 
ligiu-e  in  the  history  of  the  Cen- 
ter. l)oth  as  a  Congressional 
trustee  and  as  a  strong  ailvo- 
cate  m  the  U.S.  Senate,  pnts  it 
this  way:  "Artists  and  au(H- 
ences  ahke  have  a  special  feel- 
ing for  the  Center.  I'm  [»artic- 
idarly  proud  of  the  Center 
because  it  was  designated  as  a 
memorial  to  mv  brother.  Presi- 
dent Kemiedy  had  an  endiUTng 
respect  and  appreciation  for 
the  arts.  He  knew  their  value  in 
the  context  of  the  nation's  Ufe. 
Fm  sure  he  woidd  be  gratifietl 
by  the  impressive  success  of 
the  Center  which  bears  his 
name." 

Senator  Mark  Hatfield, 
another  Congi'essional  trustee 
and  supporter,  touches  on  the  dual  aspect  of  the  Center.  "As 
a  former  prf>fessor  of  political  science.  Fve  had  a  long-time 
interest  in  the  office  of  the  Presidency  and  all  tilings  that  com- 
municate the  importance  of  that  office  within  our  system.  It 
seems  to  me  as  a  Presidential  memorial,  the  Center  itself  is 
a  living  testimony  to  the  nation's  conmiitment  to  the  arts." 

Some  million  people  annually  have  come  to  marvel  at 
the  vast  flag-festooned  hallways,  an<l  at  Robert  Berks's  18- 
foot-higli  bust  of  ,|FK.  As  the  nation's  premier  peifonning  arts 
center,  year  after  year  its  six  theaters — ranging  from  200  to 
2.700  seats — j)resent  a  <lizzying  variety  of  perfonnances — all 
funded  liy  ticket  sales  and  private  contiTl)utions.  C(mtrai-y  to 
j)opular  misperception,  the  Kennedy  Center  i)uilding  bene- 
fits from  government  fiuiding  only  for  maintenance  of  the 


If  < 


fl 


The  Kennedy  Center  at  sunset. 


budding's  memorial  areas,  not  the  theaters.  The  board 
trustees  receives  federal  fimding  only  for  a  portion  of  the  Ce|i 
ter's  national  education  programs. 

Vision  has  always  been  at  the  core  of  the  Kermedy  Ce 
ter  operations.  Today,  the  vision  has  been  restated  ai 
reinvigorated  under  the  guidance  of  its  chairman,  James 
Wolfensohn.  To  the  well-estabhshed  purpose  of  providi 
excellence  on  stage,  ui  supplymg  the  finest  education 
juograms  for  the  country's  performing  arts  mstitutions 

emulate,  Wolfensohn  h 
added  three  key  goals:  qu£ 
ity,  diversity,  and  opportui 
ty.  They  must  be  incorpora 
ed  into  every  artistic  a: 
budgetary  decision  that 
made  at  the  Center. 

The  vision  that  sparke 
the  Kennedy  Center  was  of 
cultural  institution  in  th 
nation's  capital  to  serve  as  th 
nation's  showplace.  Whe 
President  Dwight  D.  Eisei  :,, 
bower  signed  legislation  authc 
rizing  a  National  Culturs 
Center  in  1958,  the  perform 
ing  arts  scene  in  Washingto  g  j_ 
was  (hsmal.  For  many  diplo 
mats,  Washington  duty  wa 
considered  a  hardship  post. 

When  President  Kenned; 
aj)pointed  Roger  Steven 
chainnan  of  the  IVational  Cidtiu  al  Center,  he  was  putting  on( 
of  the  world's  most  successfid  theatrical  producers  in  charg* 
of  a  comj)lex  and  ambitious  project.  Stevens'  years  as  chair 
man  of  the  National  Coinicil  on  the  Ai'ts  had  familiarized  hin 
with  the  Washington  scene,  so  that  with  mfinite  patience  h< 
was  able  to  deal  with  all  the  (piestions  and  problems  tha 
arose  during  the  building  of  the  Center  and  its  first  years. 

The  Kennedy  Center  officially  opened  its  doors  on  Sept 
8,  1971,  with  the  world  premiere  of  Leonard  Bernstein's 
Mass,  conunissioned  for  the  event  at  the  personal  request  oi 
Jac(piehne  Kennedy  Onassis.  Very  quickly  it  became  appar- 
ent that  the  Center  was  not  oidy  a  suj>erior  addition  to  the 
Washington  cidtural  map,  but  a  performing  arts  center  ol 
growing  national  and  international  importance. 
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The  Kennedy  Center  Today-The  Nations  Stage 


he  constant  balancing  act  at  the  Kennedy  Center, 
and  one  that  has  renewetl  relevancy  under  James 
Wolfensohn's  chairmanship,  is  the  need  to  serve 
as  a  showcase  for  the  finest  in  national  and  interna- 

lal  performing  arts  and  the  need  to  serve  an  increasijigly 

;rse  local  community.  There  is  also  a  renewed  insistence, 

ler  Wolfensohn,  that  the  Center  he 

)gnized  as  a  catalyst  in  the  creation 

ew  works  by  Americans  to  add  to  the 

ertory  of  performing  arts  groups  in 

country  and  around  the  world. 


LIET  COMMISSIONS  xhefirst 

duct  of  a  new  Kennedy  Center  bal- 
commissioning  program  featuring 
Werican  creative  teams  (one  of  the 
aisites  of  the  program)  was  seen  last  Jime — the  wildly  suc- 
ful  Company  B  created  by  Paul  Taylor  for  the  Houston 
let,  to  a  score  by  the  Andrews  Sisters.  Two  more  works 
e  been  premiered  at  the  Center  since  then — Age  of  Anx- 
by  Ballet  West  and  American  Gesture  by  Pacific  Nt>rth- 
t  BaUet,  to  be  foUowed  by  Boston,  Pemisylvania,  and  San 
ncisco  ballets.  "In  the  end,"  explains  Sheldon  Schwartz, 


30  PLEA£3ED  '//ITi-I 
CrOulPAi  J  f  =j  Ti-IAT 
HE  y/El  JT  rIOidE  JD 
11 JCLUDED  JT  JlJ  Hl£ 
OVVlJ  COidPAlJ/'£; 
IJE"//  fCJFii'AliD 
TOUti  TiEFEFilZHFiE." 


Kemu'dy  Center  director  of  programming,  "all  six  companies 
will  make  their  works  and  productions  available,  without 
charge,  to  the  other  five  participating  companies.  Two  more 
companies  are  benefittmg  from  the  program,"  Schwartz 
adtls.  "Paid  Taylor  was  so  pleased  with  Company  B  that  he 
went  home  and  included  it  in  liis  own  company's  New  York 
and  tour  rej)ertoire,  and  Lar 
Lubovitch  is  adding  liis  American  Ges- 
ture to  the  repertoire  of  his  own  com- 
pany." 

Company  B  was  unveiled  during 
another  one  of  Wolfensohn's  iimova- 
tions,  state  festivals — in  this  case 
Texas — at  the  Kennedy  Center.  These 
festivals  are  conceived  so  as  to  feature 
the  best  a  state  has  to  offer — from,  in 
tliis  instance,  the  DaUas  Symphony  Orchestra  to  Rosa  Guer- 
rero's International  Ballet  Folklorico,  based  in  El  Paso, 
with  the  emphasis,  as  always,  on  quality,  diversity,  opportu- 
nity. Wolfensohn  exjilains  it  this  way:  "You  do  more  than  pre- 
sent, you  also  stimiUate  the  arts  around  the  Coimtry.  {For  the 
Texas  Festival,)  several  hundred  groups  autlitioned;  we 
developed  a  directory  of  all  the  performing  artists  and  their 

cdNTiMiKi)  orv  i>a(;k  « 


Company  B,  performed  by  the  Houston  Ballet,  was 
declared byTtie  New  York  Times  to  be  an  instant 
classic.  It  proved  an  auspicious  beginning  for  the 
Kennedy  Center  commissioning  program. 


Rosa  Guerrero's  International  Ballet 
Folklorico  in  a  special  performance 
during  the  Texas  Festival. 
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SIEMENS 


1847  That  was  then 


i  A 


Werner  Siemens  opens  his  first  factory,  a  small  shop  to  manufacture  the  world's 
most  advanced  telegraph. 


<s)  Siemens  Corporation  1992 


1992.  This  is  now. 


All  across  America,  more  than  60  Siemens  manufacturing  and  assembly  plants  are 
turning  out  an  astonishing  variety  of  high-tech  electronic  and  electrical  products  with 
quality  American  industry  can  count  on.  Over  15,000  Siemens  U.S.  employees  have 
manufacturing  jobs  in  these  plants,  and  are  helping  to  build  products  in  a  wide  range 
of  fields,  including  energy,  communications,  automotive,  medical  and  automation 
technology.  In  fact,  13%  of  Siemens'  $4.5  billion  annual  sales  are  derived  from 
exports  from  these  factories  to  the  rest  of  the  world.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '92.  Box  8003MG,  Trenton,  New  Jersey  08650. 


Automation       Automotive  Electronics       Electronic  Components       Energy       Information  Systems 
Lighting  Systems         Medical  Systems         Power  Generation         Telecommunications  Transportation 


\  I  I  \  I  1  11  I  HUM  I'  -\(;  !■;  r> 

ref^ion,  and  basically  I  think  served  a  serious  and  useful 
purpose  in  puttinj;  on  the  front  page  the  fact  that  Texas 
artists  were  performing  in  Washington." 

H  I  G  HI  I  (I  H  T I  N  C  Making  the  Kennedy 

Center  a  real  asset  t(  >  the  Wasliington  conmiunity 's  diverse  seg- 
ments is  another  major  goal.  Wolfensohn  began  his  community 
efforts  last  summer  by  encouraging  the  National  Symphony 
Orchestra  to  raise  funds  for  and  to  present  five  free  concerts 
at  the  outdoor  Carter  Barron  Ampliitheater  to  reach  a  District 
of  Columbia  audience  that  traditionally  has  not  attended 
NSO  concerts.  Ai  tists  and  repertoire  were  tailored  to  the 
connnunity.  iuid  the  efforts  were  rewarded  with  capacity 
crowds.  The  director  of  ciUtural  (Uversity  affairs.  Dr.  y^rchie 
L.  Buffkins.  plans  the  New  Performers  Series  to  serve  as  a 
showcase  for  remarkable  young  Wasliington-area  talent  who 
have  something  to  offer  beyond  traditional  skills,  such  as  a 
yoimg  Japanese  pianist  who  performed  works  by  composers  of 
Japanese  origin  as  well  as  the  standard  repertoire.  Art  forms 
like  gospel  music  are  begimiing  to  be  explored  in  some  detail  at 
the  Kennedy  (Center;  the  best  of  the  Wasliington  area  perfor- 
mance ensemliles  are  invited  to  perform  at  the  Center.  As  a  way 
to  better  target  the  local  conmiunity's  many  constituencies, 
Wolfensolm  has  created  a  new  Conununity  and  Friends  Board. 

Behind  the  scenes  there  are  the  ongoing  problems  any 
aging  building  faces.  What  makes  the  Kennedy  Center's 


more  complex  is  the  dual  jurisdiction:  What  is  the  respon 
bUity  of  the  National  Park  Sei-vice,  which  is  charged  wi 
maintaining  the  jjresidential  memorial,  and  what  is  the  Ce 
ter  s?  For  mstance,  who  is  gouig  to  pay  for  altering  the  mai 
areas  in  and  around  the  Center  to  bring  it  into  confbrmi  i< 
with  the  Americans  with  Disabilities  Act?  The  problems  a 
myriad,  but  problems  can  be  solved.  Meanwlule,  the  Cent  i 
continues  to  draw  attention  and,  it  is  hoped,  stable  fimanci 
from  various  soiuces,  Ut  revitalize  the  Center  as  a  magnet  f 
giving:  Much  of  what  we  appreciate  in  the  building  has  be< 
donated  by  other  countries,  uicluding  the  Terrace  Theate 
made  possilile  by  a  $3  miUion  Bicentennial  present  to  tl 
nation  from  the  people  and  government  of  Japan.  Aiid  th 
Terrace  Theater  has  been  put  to  remarkable  use  by  tl 
Washington  Opera  and  by  countless  chamber  musician 
The  Terrace  is  also  an  inviting  and  intimate  space  to  exp 
rience  theater,  which  has  had  a  strong  place  in  the  Kennet 
Center  makeup.  Its  most  visiljle  recent  manifestation  was  tl 
exliilaratingly  controversial  18-month  tenure  of  yoimg  (bre 
tor  Peter  Sellars  at  the  head  of  the  American  National  Th 
ater  project. 

These  days,  though  the  theater  climate  in  general  hi 
not  been  strong,  the  Center  has  done  its  share  to  enlive 
the  situation  with  such  luidertakings  as  producing  the  cu 
rent  major  revival  of  Guys  and  Dolls.  Kennedy  Cent« 
Managing  Director  Lawi'cnce  J.  WUker  refers  to  this  pre 


Richard  Thomas  in  Peter  Sellars  '  acclaimed  production  of 
The  Count  of  Monte  Cristo. 
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tluciiift  role  as  the  icing  on  tlie  theatrical  cake.  What  he 
really  hopes  to  see  is  the  Kennedy  (Center  heconie  an  incn- 
hator  for  new  works.  "We've  let  the  musit-al.  which  was 
America's  contriljution  to  the  theater,  default  to  Englantl, 
an^l  I  think  the  American  iheatt-r  has  not  ((viite  yet  recov- 
ered from  that.  What  we  at  the  Kennedy  Center  are  trying 
to  flo  is  identify  young  talented  writers,  composers,  anfl  lyri- 
cists and  get  them  to  create  work  in  a  supportive  atmo- 
sphere at  the  Kennedy  Center  m  order  to  let  the  artists' 
work  prosper  and  grow." 

MAKING  A  DIfFFRFMIF  in  its  role  as  catalyst  for 
d<>veloping  new  talent  in  the  theater,  the  Center  continues  its 
support  of  the  Fimd  for  New  American  Plays  (in  conjimction 
with  American  Ex])ress  and  the  President's  Conunittee  on  the 
Arts  and  the  Humanities)  which  has,  in  Wilker's  words, 
"made  a  tremendous  difference  in  the  hves  of  many  region- 


al theaters  m  the  last  several  years."  The  pioneering  Kenne 
Center  American  College  Theater  Festival,  which  showc 
es  the  hest  of  college  theater  each  year,  involves  as  many 
16,000  students  from  800  colleges. 

As  for  music  jirogi  anmiing  at  the  Kennedy  Center,  t 
National  Symj)hohy  Orchestra  provides  the  lion's  share 
what  the  mstitution  itself  presents.  The  Center  also  offers 
extensive  chamher  music  series  in  the  Terrace  Theat 
which  is  progranuned  together  hy  NSO  Ai  tistic  Ad 
trator  Lois  Howard  in  her  additional  role  as  Kennedy  Ce 
ter  chandler  music  jirogranmier.  She  also  oversees  the  Frie 
heim  Awards  program  for  new  compositions.  Some  1 
manuscripts  are  suhmitted  annually,  just  to  give  some  id 
of  the  hreadth  of  talent  that  is  considered  for  tills  award. 

Two  of  the  Center's  associate  organizations,  the  Wasl 
ington  Opera  and  Washington  Performing  Arts  Societ 
round  out  the  generous  music  schedide  for  the  year.  Tl 


UUlU  CtnER  FUIDIH 


rrom  its  heginning,  the  National  Cultural  Center 
was  conceived  as  a  jirivately  funded  organization. 
I  lowi'ver,  when  the  ( ienter  was  designated  a  iiicnio- 
_       rial  to  ,l<)hn  K.  Kennedy  in  1964,  Congress  autho- 
rized federal  funds  to  match  the  |>rivate  sector  contrihu- 
tions  raised  to  aid  construction. 

Because  of  its  dual  role  as  a  presidential  memorial 
and  national  jx-rforining  arts  center,  the  Kennedy  Center's 
piesent-day  funding  structure  is  uni(|ue.  It  often  has  heen 
assumed  that  the  (Center's  operations  are  fully  funded  l)y 
the  federal  government.  While  the  National  Park  Service 
provides  for  huilding  maintenance,  security  and  utility 
ex[)enses  as  it  does  for  all  presiflential  memorials,  the 
Kennedy  Center  {)ays  a  portion  of  these  costs,  and  is 
wholly  responsihie  for  the  cost  of  programming,  staff,  and 
the  maintenan<-e  of  its  theater  anfl  hackstage  facilities. 

Kennedy  (Center  progi-animing  is  financed  almost  entire- 
ly hy  ticket  sales  and  private  sector  contril)utions.  Of  an 
annual  hndget  of  .$.57  million,  earnefl  income  is  consis- 
l<'ntly  high,  averaging  6.'}  jiercent  of  total  revenues.  The  hal- 
ance^.$18  million —  is  raised  from  corporations,  founda- 
tions, and  individuals.  In  recent  years,  apjiroximately  4 
percent  of  the  annual  operations  huflget  of  the  Kennedy 
Center  has  heen  from  fefleral  sources,  and  most  of  these 


funds  have  heen  received  from  the  U.S.  Department  of 
Education  for  the  Center's  education  |>rf»grams.  The 
Kennedy  ( ienter  receives  no  state  or  municipal  sujiport,  l)ut 
does  receive  the  annual  equivalent  of  $1  million  in  donat- 
ed services  from  the  volunteer  Friends  of  the  Kennedy 
( Center. 

Kennedy  (Center  (chairman  James  1).  Wolfensoiin  has 
openefl  a  new  dialogu<'  with  the  Congress  ahout  the  Cen- 
ter's importance  to  tliis  country  and  its  national  identity. 
He  also  has  turned  to  the  jjrivate  sector  to  hoost  its  involve- 
ment in  the  Center  and  its  programs.  Two  new  major 
f  nndraising  drives  designed  to  raise  the  level  of  giving  to  the 
Center  have  heen  initiatetl:  the  1(10  Cluli  targeted  at  cor- 
|)orations  iind  the  "^rnistt'es'  (jircle  for  inilividiials.  Both  rec- 
ognize <lonors  giving  $100,000  or  more.  These  efforts 
a|)|)eal  to  the  interests  of  national  leaders,  while  inspiring 
donors  fntrn  the  private  sector  as  well.  The  Center  offers  a 
wide  variety  of  o[)portnnities  for  corporations  to  become  | 
involved.  Corporate  underwriting  of  specific  events  has 
heconie  increasingly  attractive  to  corporate  |)atrons,  lioth 
sup|)lementing  and  in  some  cases  replacing  traditional 
unrestricted  philanthropy,  as  they  seek  to  achieve  specific 
philanthropic  or  marketing  objectives  and  to  shape  a  cor- 
porate image. 
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To  stay  ahead  in  business, 
you've  got  to  think  ahead. 

You  need  Sharp  Thinking. 

Sharp  Thinking  created  the 
world's  first  desktop  color  fax. 
And  made  Sharp  #1  in  fax. 

It  brought  you  the  incredible 
PC-6881  full-color  notebook 
computer  that  builds  in 

f tomorrow's  technology  today 
It  led  to  advanced  copiers 
like  the  award-winning,  high 
volume  Master  Series 

^"  WHAT  YOUR 
SHARP  THiniKIMC:' 

And  our  most  powerful 
Wizard®  Electronic  Organizer. 

That's  Sharp  Thinking.  It's 
behind  all  our  products.  And 
behind  the  Sharp  National 
Account  Program  (SNAP)  that 
offers  large-volume  accounts 
total  service  and  support. 

So  shouldn't  your  business 
be  thinking  Sharp? 
For  more  information  call: 


FROM  SHARP  MINOS 
COME  SHARP  PROIJIJCTS 


Washinjjton  Opera  has  l»eeii  around  since  1957  hut  really 
came  into  its  own  when  Martin  Feinstein.  the  Kennedy 
Center's  executive  director  from  1972  to  1980,  came  aboard 
as  jfcneral  (hrector  in  1982. 

SEVENTH-LARGEST  COMPANY  Today,  it  is  the  sev- 

enth  lar<!;est  ojx'i'a  comj)anv  in  the  U.S. ,  with  an  annual  oj)er- 
ating  budget  of  more  than  $10  inilhon  and  an  attendance  of 
nearly  103  percent.  "We  went  from  16  jjerformances  to  48  in 
my  fii  st  season,  we  went  to  7  operas — and  the  atidiences  fol- 
lowed us.  We  raised  om-  prices  by  a  huge  ]»ercentage  in  the  sec- 
ond year...  The  audience  stayed  with  us.  At  that  time,  the 
opera  was  playing  to  rouglily  .30,000  people;  now  we're  play- 
ing to  100,000."  The  company  functions  as  an  independent 
entity  at  the  Kennedy  Center,  renting  office  space  and  theater 
time,  and  it  is  uniipic  in  tliis  comitiT  ui  that  it  j>ei'fonns  ui  two 
theaters  of  diffenng  ca]>acity.  Feinstein  is  justifiably  ]>roud  of 
liis  accompUslmients:  "1  tliink  we've  become  a  major  force." 

Wasliingtfin  Perfonning  Ai-ts  Society  ( WPAS)  was  foiuid- 
ed  in  1964  by  Patrick  Hayes,  who  had  presented  concerts  m 
Washington  since  1947.  Roger  Stevens  invited  WPAS  to 


move  its  concert  performances  to  the  Kennedy  Center  Con- 
cert Hall,  assuring  Hayes  that  it  would  take  up  where 
WPAS  lef  t  off  .  Later  on,  WPAS  and  the  Kennedy  Center 
began  coUaljorating  on  a  contemporary  dance  series  as 
well.  Today,  WPAS  offers  some  96  performances  of  74 
events,  has  a  $5  million  budget,  and  a  substantial  board. 
Managing  Director  Douglas  Wheeler  likes  the  relationsliip 
"Wliat  makes  it  a  httle  more  unique  is  that  we  also  use  oth-| 
er  theaters  in  town.  We  have  strong  ties  to  a  lot  of  different,? 
coimnunities  in  this  city,"  he  says.  | 

In  the  20  years  the  Center  hasy 

been  a  fact  of  American  cidtural  hfe,  it  has  offered  festivals! 

1 

and  presentations  that  have  drawn  national,  even  inter-| 
national  attention.  Wolfensohn  has  revived  the  interna-,' 
tional  festival  idea — tliis  spring,  a  ti-iliute  to  Germany  and, 
ui  the  1992-93  season,  a  Celebration  of  the  Cidture  of  the 
Americas.  Through  these  festivals,  Wolfensohn  believes  "we 
can  get  a  sense  of  the  heritage  of  this  country,  see  how  that  a 
heritage  has  been  melded  into  this  country,  and  how  it  has  > 
been  absorbed."  li 


a 


CDNTINl'ED  ON  PAC-.E  Ul 


The  Kennedy  Center 
opened  with  Leonard 
Bernstein  's  Mass. 


The  Opera  House 
has  been  praiseii 
for  its  exemplary 
acoustics  and  its 
unusual  intimacy 


I 


The  Kennedy  Center  produced  the  second  complete  opera  seen  at  the  center  in  1971 —  the  U.S.  staged  premiere  of  Handel's 
Ariodante  starred  Beverly  Sills  (above)  with  Julius  Rudel,  the  Center's  first  music  advisor  (1%8-1975),  conducting. 
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By  tomorrow,  another  country.  And  another  change  in  your  itinerary. 
Will  someone  understand  English?  Yes.  At  the  next  stop  are  American  Express  people. 
They're  also  at  1700  other  travel  service  locations  around  the  v^orld.* 
Something  bankcards  don't  have.  You're  not  surprised. 


The  Card. 
The  American  Express  Card. 

Call  1-800-THE  CARD,  to  apply. 
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IH[  UHUU  C[n[li  HOIORS 

n  1967,  the  newly  named  foiuitling  (bi  ector  of  the  would  he  wonderfid  for  the  Kennedy  Center  to  do 

American  Film  Institute,  George  Stevens,  Jr.  soniethinff  that  the  ronntry  doesn't  do — honor  the 

was  also  serving  on  the  plamiing  eonmiittee  of  the  great  artists  of  oni'  nation.' 

Keiuiedy  Center.  Therefore,  he  and  Kennedy  Roger  thonght  that  was  a  fine  idea,  and  he  asked 


('enter  Chairman  Roger 
Stevens  (no  relation)  would 
roam  the  steel  supei  striietnre 
looking  for  j»ossil)le  spaces  for 
the  AFFs  241-seat  theater, 
which  Roger  Stevens  wanted 
so  that  motion  pictures  could 
he  included  in  the  family  of 
the  performing  arts  repre- 
sented at  the  new  center. 
EventUcilly,  they  carved  it  out 
of  hackstage  space  for  the 
Eisenhower  Theater,  and 
today,  this  institution  m  its 
own  right  annually  shows 
some  400  classic  and  contem- 
porary films  oi  the  highest 
cpiaUty — as  Stevens  puts  it,  a 
repertory  theater  in  which 
fihns  can  he  seen  as  they  were 
seen  when  they  were  created. 
Today,  the  AFI  operates  on 
two  coasts,  under  the  direc- 
torship of  Jean  Firstenherg. 

An  AFI  event  was  the  ger- 
minating seed  ol  the  Kennedy 
Outer  Hon<trs.  In  1977,  /\FI 
llircw  a  lOlh  anniversary 
hash  with  an  all-star  event  at 
the  Opera  House  and  a  recep- 


Massed  choruses  celebrate  Robert  Sham  at  the  1991 
Honors  Gala. 


Modern  tap  master  Gregory  Mines  shares  his  talents  at  the 
1991  Kennedy  Center  Honors. 


Honorees  Adolph  Green.  Betty  Camden  and  Gregory  Peck  at  the 
Kennedy  Center  Honors. 


me  to  devise  it.  We  did,  and 
started  it  in  1978.  I  think  it 
was  a  very  precise  and  valid 
concept.  Things  of  that  sort 
usually  just  take  on  their 
own  life.  I  hesitate  to  say  it 
hasn't  changed  hecause  that 
makes  it  sound  like  it's 
stodgy  or  old  fashioned,  but 
it  is  very  nuuh  what  it  was 
intended  to  be!" 

Though  George  Stevens 
resigned  the  AFI  director- 
ship that  year  in  order  to 
])rotluce  the  Honors  as  well 
as  work  on  his  own  television 
and  fihnmaking  endeavors, 
he  continues  taking  part  in 
the  AFI's  development  in  his 
role  as  co-chairman.  Mean- 
while, the  Kennedy  Center 
Honors  have  gone  on  to 
become  coveted  accolades  for 
the  recipients,  a  major 
fundraising  souice  for  the 
Center,  and  an  outstantling 
Eimny-  and  Peabody-Award 
winning  television  special: 
The  annual  General  Motors- 
s[)onsored  CBS  broadcast  of 


tion  at  the  White  House.  "After  that,  "  said  George  the  Opera  House  gida  has  become  a  holiday  tradition 
Stevens,  "I  went  to  Roger  and  said,  'You  know,  this  is  and  the  most  visilde  means  of  bringing  the  Kennedy 
your  place,  you  ought  to  have  your  own  event.  It     Center  spirit  to  the  largest  possible  authence. 
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"Memorial  Day  weekend,  1991.  I  was  home, 

elaxing,  having  a  good  time.  Little  did  i  know  that 

3,0  k  at  the  office  trouble  was  brewing."  Last  year,  lightning  struck  the  air  conditioning  at 


4^ 


when  the  building 
nician  spotted  the 
WATS  service, 
and  T1.5  circuits, 


inness  America,  Inc.  headquarters.  And  even  though  nobody  was  around, 
too  hot  and  the  phone  system  shut  down,  an  AT&T  Mega  Watch'"  tech- 
iblem  immediately  AT&T  Mega  Watch  is  an  exclusive  AT&T  MEGACOM* 
r  technicians  H^^^^^^i^^H  monitor  your  phone  equipment 
string  trouble  W  ^^^pjl^l^^  before  you  can,  and  coordinate  repairs.  The  service  gives  you  one  contact 
any  network    I  >;  ^^^^^^^^BB    and  equipment  problems  that  may  impact  your  AT&T  MEGACOM  WATS  service. 

Thanks  to    HiiliiJHlll^^H    AT&T  Mega  Watch,  a  repair  technician  was  at  Guinness  headquarters  early 
ssday  morning,  and  they  were  back  in  business  by  10:30  A.M. 

AT&T  Mega  Watch  is  one  of  many  striking  ways  that  AT&T  MEGACOM  WATS  can  give  an  edge  to  businesses  that 


'  at  least  $3,000  per  month  in  outbound  long  distance. 

And  all  the  technology  service  and  innovation  are  in 
iition  to  the  deep  discounts  of  AT&T's  biggest  WATS 
ings  plan. 

What's  more,  if  you  sign  up  by  June  13,  1992,  we'll  waive 
installation  and  start-up  charges,  which  average  $2100* 

So  call  your  AT&T  Account  Executive,  1  800  247-1212, 
pt.  SB4,  or  return  the  coupon  today  The  more  your 
siness  depends  on  outbound  long  distance,  the  more  your 
siness  needs  AT&T  MEGACOM  WATS. 

altation  must  be  accepted  by  September  13,  1992  Customer  must  maintain 
lice  for  six  consecutive  months  with  minimum  average  usage  of  $1.900per  new 
ount  Number  Other  restrictions  may  apply 


Yes,  your  AT&T  MEGACOM'  WATS  service  with  AT&T 
Mega  Watch""'  strikes  me  as  a  good  idea.  Please  send  me 
more  information,  today 


Name 

Title 

(  ) 

Company 

Telephone  number 

Address 

City 

State  Zip 
$ 

Current  long 
distance  service 

Average  monthly  outbound 
long  clistance  usage 

To  receive freeAViT  MEGACOM  WATS  installation  and  startup  costs  you 
must  sign  up  by  June  13,  1992 for  installation  by  September  13,  1992 
Other  restrictions  may  apply  Call 
ytiur  ATcST  Account  Executive  or 
1  800  2471212,  Dept  SB4  or 
mail  this  coupon  to  AT&T,  PO.  Box 
45038, Jack,sonvi lie,  FL  32232  9974 
Or,  if  you  prefer,  fax  it  to  1  800 
2482492. 


AT&T 


 I 

T&T    MEGACOM    WATS    OUTBOUND    LONG    DISTANCE  SERVICE 


I  ©  1992> 


The  first  compact  disc 
combining  financial 
and  full-text  company  reports 
for  investment  analysis 


The  first  on-line 
information  service  to  track 
virtucilly  every  construction  project 
in  the  U.S. 


I 


Dodge  DataLine 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 
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The  Kennedy  Center  Today-The  Nations  Educator 

(Iticalion  is  e(jual  to  pro-ii  aiiuiiiiifi  ui  tt'i  iiis  of  our  pn-  Washington  Parent  Grouj)  Fund,  Washington  Perfonnin 

oi  ities,"  (k'clart  s  Larry  Wilkcr.  "As  tlic  nation's  per-  Ails  Soeiety  and  with  the  endorsement  of  the  superintenden 

forming  arts  center,  we  feel  a  very  deep  ohhgatif)n  to  f>f  DC  Pid)Uc  Srhools,  the  Kemiedy  Center  has  helped  creati 

develop  audiences  and  to  make  the  arts  accessil)le  and  an  Al  ts  Enterprise  Zone  of  five  schools  m  the  Anacostia  liit-'fi 


availalilc  lo  all  people.  We  lliink  that  we "ve  lost  a  generation      trict — a  neighljorhood  beset  hy  violence,  poverty,  and  dnig^ 

or  two  in  this  country  because  the  arts  haven't  been  a  part      The  partners  are  going  mto  the  schools  and  worlcing  wit^ 

of  the  daily  lives  of  kids,  and  thev      p     -  >  -  --<^^ 

'  -y/E  AT  THE  i'.Ei  Ji  JED/ 


haven't  grown  up  with  the  performing 
arts.  We  haven't  integrated  the  ]>er- 
formiiig  arts  as  part  of  our  Ijasic  edu- 
cation. Until  we  can  make  the  arts  an 
mtegral  part  of  the  education  system.  I 
don't  think  we're  going  to  win  our  au(U 
ences  back.  " 


CEi  JTEf^  JU=;T  rlAVE 
TO  i'.EEP  £;i-IOU Til  JG 
FF'.OiA  THE  hlOU^E- 
TOPo  THAT  Ti-IE 

PEF^FORi/iii  JG  Ar^ te; 

idATTEri!" 

— J,.i/IH.l:  U.  '/70LFE:i  1 


MULTIFORM  APPROACH  Thefocus 

is  on  the  services  in  the  «-lassroom,  but  the  approach  is  mid- 
tiform:  Some  programs  are  aimed  directly  at  the  children: 
others  dire(  t  themselves  to  the  teachers;  stiU  others  luiite  the 
tea<-licrs  to  the  performers. 

In  partiicrsliip  with  tii<"  Levinc  School  of  Music,  the 


teachers  and  cliildren,  providing  theij) 
with  opportunities  to  get  artists  uitj 
the  classrooms,  lo  attend  and  particil 
pate  in  performances.  The  schools  were 
chosen  to  make  it  possiljle  to  evaluatji 
the  imj»act  of  the  program  on  the  cliil 
dren  as  they  jirogress  from  clemen 
tary  through  liigh  school.  The  missio 
ol  the  program  is  to  integi'ate  the  art 
into  the  ciu-riculum  and  thereby  con 
tiTl)ute  to  a  learning  enviromnent  that  f  osters  positive  studen 
development.  As  this  program  evolves,  the  exjieriences  o 
princ  ipals.  teachers,  students,  and  even  the  artists  will  relin 
the  process. 

Another  city-wide  effort,  the  Cidtural  Passport  Program 

CONTIM'ED  0\  PACK  2 


Mm 


Last  summer,  the  National  Symphony  Orchestra 
presented  five  specially  programmed  free 
concerts  at  the  outdoor  Carter  Barron  amphiihe 
ater,  to  attentive  and  enthusiastic  audiences. 


The  Kennedy  Center  Imagination  Celebration 
offers  a  variety  of  events,  indoors  and  out —  such 
as  this  large-scale  sketch-in  —  as  part  of  the 
educational  arts  presentations. 


The  Kennedy  Center  commissioned  Gian  Carlo 
Menotti  to  write  a  children's  opera,  A  Bride  from 
Pluto,  which  was  premiered  in  1982. 
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"I  hate  missing  an  important  call  as  much  as 
1  hate  missing  a  shot. 

"That's  why  whenever  I'm  out,  I  rely  on  the 
durability  of  my  Motorola  cellular  phone. 
They're  built  to  take  whatever  I  dish  out. 

"It's  the  way  smart  people  stay  on  top 
of  their  game." 


(M)  MaranaLA 

Cellular  Telephones 

Tbchnology  that  can  take  it 


i 


I).  WOLFEISOHI 


hen  James  Wolfensolin  was  appointed  chair- 
man of  the  Kemiedy  Center  ui  March,  1990, 
those  familiar  with  liis  accomphshments  as 
chairman  of  the  hoard  of  Carnefpe  Hall  had 
every  leason  tf)  believe  that  he  would  be  the  right  man 
for  the  Washington  job.  His  backgi  ound  is  investment 
banking  (he  is  president  and  CEO  of  liis  own  invest- 
ment hanking  firm,  James  D.  Wolfensohn,  Inc.)  His 
love  is  music,  with  the  cello  his  instrument. 

Carnegie  had  given  him  a  chance  to  formulate 
some  ideas  about 
the  arts,  and  his 
nearly  two  years 
on  the  new  job 
have  only  lit 
fiercer  fires  under 
him.  "We  at  the 
Kennedy  Center 
just  have  to  keep 
shouting  from  the 
housetops  that  the 
jterforming  arts 
matter!" 

It  is  Wolfen- 
sohn's  firm  conviction  that  "we  are  a  custodian  of 
something  which  has  taken  generations  to  build  uj). 
which  is  practi("ed  widely  in  the  c<»untrv  with  per- 
forming arts  <'enters.  I>ut  which  is  under  challenge 
everywhere  economically  and  demograpliically.  My 
jiliilosophy  is  that  tliis  place  can  be  jiart  of  the  con- 
science of  the  nation;  it  can  also  be  a  custofhan  of  the 
history  of  the  performing  arts;  it  can  be  a  stimidus  to 
new  creative  artists;  it  can  be  an  enormous  stinudus  to 
pel-formers  by  giving  them  opportunities,  and  it  can  be 
a  leafier  in  education  \>i>lh  lor  kids  and  f<»r  adults. 
That  is  what  we  are  trying  to  do. 

"That  is  a  |)retty  tough  agenda  when  you're  nmning 
a  deficit  of  $16  -  $18  million  a  year  (before  (iuidraising) 


Chairman  James  D.  Wolfensohn  sits  with  President  Bush  at  a  black-tie  gala  in  the  Opera  House 
of  the  Kennedy  Center. 


on  what  you're  doing  now.  It  is  a  pretty  tough  agenda 
in  these  economic  times —  and  it  is  even  tougher  when 
people  stdl  have  it  in  their  heads  that  the  performing 
arts  are  middle-(  lass  luxin  ies.  They  are  not.  They 
are  what  makes  us  different. 

"I  use  the  phrase  constantly,  that  the  performing 
arts  are  not  optional  extras,  they  are  part  of  what 
makes  this  country  different,  and  they  are  part  of  the 
educational  process — not  something  that  you  do  when 
you  have  done  reading  and  mathematics  and  other 

basic  sldlls.  There 
is  a  lot  of  evidence 
to  suggest  that  if 
you  have  botli  |ier- 
forming  and  visu- 
al arts  programs 
alongside  them, 
the  performance 
in  the  basic  skills 
imjiroves,  that  the 
(juality  of  the  life 
<d  the  child  im- 
proves, that  the 
integration  with 
the  family  improves,  that  the  alternative  use  of  time  is 
l)etter  spent  on  those  things  than  I)eing  in  the  streets. 

"We  have  to  have  our  children  understand  that 
tough  as  their  environment  might  be,  that  if  they  can 
get  interested  in  the  arts,  thev  can  be  hljerated,  and 
that  they  can  have  a  chance  to  perform,  and  to  create, 
and  to  dream.  That,  it  seems  to  me,  is  a  gift  you  can 
give  children  that  goes  across  ethnic  and  economic 
lines,  and  it  would  be  a  tragedy  if  that  were  not  part  of 
the  system. 

"So  for  the  Kennedy  Center.  I  see  us  as  taldng  a  lead 
in  that  fight,  and  doing  it  in  a  place  where  we  can 
remind  the  administi'ation  and  the  Congiess  regidarly 
not  onlv  bv  theory  but  by  performance." 
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launched  l>v  llu'  Kciincdv  Center,  its  educational  affiliate 
i  Sjteeitd  Arts,  and  oilier  Wasliinjiton  cultural  |»ai  lners  to 
ndiiee  liigh  school  students  and  their  families  to  the  city's 
cultural  resources. 

rhe  National  Symphony  Orchestra,  the  Washington 
ra,  and  hallet  progi  ams  are  also  tremendous  education- 
ssets.  The  orchestra  offers  a  much-acclaimed  series  of 
ig  people's  concerts;  the  NSO  also  sends  small  ensemhles 
jito  the  schools  for  lei  ture-demonstrations.  The  opera  not 
brings  students  in  for  open-rehearsals,  but  offers  with  the 
nedy  Center  "look-ins"  for  a  "beliind-the-scenes"  view  at 
opera  is  put  on  stage.  The  ballet  companies  are  all 
•cted  to  participate  in  the  student  programs,  be  they 
ial  rehearsals,  student  matinees,  or  lecture-demonstra- 
5.  and  the  Center  of  fers  various  incentives  to  encourage 
Iren  to  come  back  with  their  parents  for  a  performance. 

OS  OF  THF  COMMUNITY  These  are  but  a  few 

nples  of  how  the  Kennedy  Center  is  ileveloping  interest 
le  arts  at  the  earliest  possible  age.  Wolfensolui  observes 
"what  we  have  to  do  is  to  have  a  very  active  effort  that 
(Vs  us  to  come  up  with  iimovative  programs  that  can  get 


lo  the  children  and  the  families  in  an  integi  ated  way  so  it's  not 
just  a  luxury,  it's  j)art  of  Life.  " 

The  programs  are  carefully  reviewed  to  make  them 
responsive  lo  the  needs  of  the  conmiunity.  They  then  become 
examjdes  for  the  Kennedy  (Center  to  make  available  nation- 
wide to  other  school  systems,  as  well  as  other  arts  institutions 
in  other  cities,  as  model  jjrograms.  The  adults  involved  in 
this  entire  process — the  teachers,  educators,  arts  adminis- 
trators— have  numerous  programs  designed  to  aid  them. 
The  Kennedy  Center  has  day-long  seminars  throughout 
the  year  attended  by  hundreds  of  teachers  in  the  greater 
Wasliington  area,  either  to  learn  about  a  specific  program 
their  classes  will  be  coming  to  hear  or  to  learn  more  about 
incorporating  the  arts  into  their  own  classroom  experi- 
ences. But  the  program  with  the  most  provocative  national 
repercussions  is  called  Performing  Arts  Centers  and  Schools, 
inaugurated  last  year. 

Fourteen  perfonning  arts  center  administrators  were 
uivited  to  come  to  the  Center,  each  with  an  atlviser  from  his 
or  her  local  school  system,  to  learn  how  to  devise  programs 
that  would  introduce  teachers  antl  cliildren  to  the  perfonn- 
ing and  visual  arts  resources  in  their  conunmiities.  These  14 

CONTIMl  Kll  (IN  I'ACK  J4 


A  spontaneous  moment  from  a  cultural 
diversity  festival  presented  by  the 
Kennedy  Center  Theater  for  Young 
People  in  1989. 


The  annual  Open 
House  Arts  Festival 
offers  a  variety  of 
activities  for  children. 


A  National  Sym- 
phony Orchestra 
violinist  helps  a 
youngster  bow  a 
violin  at  the  Instru- 
ment Petting  Zoo. 
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tfanis  went  hack  and,  to^^ether.  cit'aled  nearly  100  new  pro-  tiatoi'  and  disseminator  ot  programs  and  productions  th{  j  ■ 

<3  ams  nationwide:  tliis  year  those  teams  retm  iied  and  anoth-  hring  performijifj  arts  to  teachers,  young  people,  and  thf 

er  14  are  joining  the  progi  am.  Wollensoliii  liliens  it  to  the  rip-  f  amilies.  Jim  has  wonderful  ideas  which  include  touring  tl  ilk 

pie  effect  after  dropping  a  pehlile  in  the  water:  the  more  pel)-  National  Symphony  ( )rchestra  and  offering  master  classes 

hies,  the  more  ri|»ples.  If  you  keep  the  process  going,  "you  areas  that  do  not  have  resident  orchestras.  He's  also  wor 

don't  have  100  new  jn'ogi  ams  aroinid  the  country,  yon  have  ing  closely  with  the  District  of  Columliia  government 


1000  new  j»rograms  of  that  ly])e — work- 
ing with  the  regional  arts  institution 
and  the  local  school  district." 

Wilker  agrees.  "[\ou]  get  people 
to  work  at  the  local  levels,  with  their 
school  hoards,  their  departments  of 
education,  to  agitate  and  apply  pres- 
siu'c  for  the  incorporation  of  arts  in 
the  iocid  school  systems.  Then  vou  have 
the  arts  centers  in  each  community 


TH^-T  TrJE  /'.Ej  Jj  JED/ 

OUT  TO  HELP  iUJLD 
TH/.T  FOUj  JDa.TJOj  J  OE 
PUiLJC  SUPPOfff." 

— UEi  iAror<  .'.lArii'  hatfield 


hring  economically  and  cidturally  di 
advantaged  schoolchildren  into  tl 
Center  for  performances  and  othi 
activities  on  a  more  regidar  basis. 

"hi  athhtion.  Very  Special  Ai-ts  h 
become  an  education  affdiate  of  tl 
Kennedy  Center.  It  was  founded  I 
iny  sister  Jean  Kennedy  Smith  to  brii 
the  arts  into  the  lives  of  young  persoi 
with  j)hysical  or  mental  disabilities. Vei 


with  their  school  systems  working  hand  ui  hand — you  Ijegin  Special  Ai  ts  worked  closely  with  the  education  departmei 

to  get  a  synergy  at  the  national  level."  of  the  Center  last  year  in  establishing  the  cultural  passpo 

Senator  Kennedy  best  describes  the  broad  picture  of  program  for  young  students  in  the  District.  Tliis  is  the  Icin 

the  Center's  educatioiud  outreach.  "I  agree  with  Jim  Wolieii-  of  outreach  which  T  hope  will  continue  to  grow  in  the  yeai 

scdin  that  the  Kennedy  Center  should  be  the  touchstone  of  ahead." 
arts  education  in  the  performing  arts.  It  slioidd  be  the  iiii-  F  or  the  Kennedy  Center,  etlucation  is  no  longer  just  4 


00 


Young  audiences  have  experienced  a  variety  ot  plays  presented  by 
the  Kennedy  Center  Theater  for  Young  People,  from  contemporary 
stories  to  classics  such  as  The  Reluctant  Dragon. 


Theatreworks/USA  oWefet' Harold  and  the  Purple  Crayon  during  the  1991 
Kennedy  Center  Imagination  Celebration. 
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ites  of  music,  art.  or  dance  in  the  schools,  or  simply  an 
;t  eoniinf;  in  and  working  for  one  week  out  of  the  year 
the  students.  I'ei-forming  arts  education,  and  education 
!neral,  must  he  a  whole  comnmnily-hased  and  conunu- 
-focused  effort  that  goes  hevond  the  classroom  and 
mes  everybody's  responsiJjiJity.  Education  must  become 
ole  of  the  conmnuiity,  and  arts  and  cidtural  inslitulions 
'ery  eonununity  must  play  a  major  role. 

RUCIAL  MESSAGE  The  Kennedy  Center  has  to  fijul 
y  lo  get  this  message  across,  and  powerfully,  since  the 


(|uality  of  American  educati<m,  including  the  arts,  affects 
the  constituencies  of  all  votijig  members  of  Congi  ess.  And  as 
Senator  Hatlield  observes,  this  is  crucial,  because  even  in 
(A)ngress.  in  the  budget  process,  the  arts  are  inmiediately 
deemed  a  frill.  "In  these  times  it  is  sometimes  difficult  to 
keep  our  conunitment  to  the  arts.  It  is  all  the  more  fctrtuitous 
lhat  the  Kennedy  Center  is  reaching  out  t«)  help  buUd  a 
f  oundation  of  public  support.  That  moves  us  into  the  politi- 
cal, ami  political  j)eople  are  going  to  be  reflective  of  the 
moods  and  priorities  of  their  constituencies.  If  there  isn't  a 
base  out  there... it's  gomg  to  be  more  difficult  to  cast  that  vote. " 


U]\U\[  SYHPHIIH  0I!CH[|;TKA 


he  National  Symphony  Orchestra,  founded  in 
1931,  is  Wasliington's  oldest  performing  arts 
institution.  It  has  had  its  share  of  u]»s  and 
HJ  downs  over  the  years,  trying  to  survive  in  a  city 
not  liigh  on  cidture.  Despite  the  expectations  created 
by  its  name,  it  never  had  the  opportunity  to  edge 
towards  national 
status  until  the 
Kennedy  Center 
was  built. 

With  an  inter- 
national-class con- 
cert hall  for  its 
home,  the  National 
Symj)hony  was 
finally  able  to 
attract  the  sort  of 
high-profile  music 
dii'ectors — first  the 
late  Antal  Dorati, 
and  now,  Mstislav  Rostropovich — who  could  buUd 
the  ensend)le  and  at  the  same  time  fill  halls  in  Wash- 
ington ami  on  tour  on  the  strength  of  their  names.  At 
home,  the  NSO  jjlays  some  200  performances  annu- 
ally, includuig  24  weeks  of  sid>sci-iption  concerts,  jdiis 


A  National  Symphony  Orchestra  Capitol  Concert. 


special  events  such  as  the  free  Capitol  Concerts.  Ros- 
trojjovich  has  brought  the  NSO  to  international  promi- 
nence, with  major  tours  and  recordings.  He  even  led 
the  NSO  to  Russia  on  his  much-publicized  return  to 
liis  homeland  after  many  years  of  self-imposed  exile, 
adding  a  unique  luster  to  the  institution.  Says  NSO 

Executive  Director 
Stephen  Kleui,"The 
Kennedy  Center 
has  rcidly  catalyzed 
biTJiging  together  all 
the  real  performing 
arts  of  the  eonunu- 
nity into  one  central 
location,  and  also 
with  its  commitment 
to  bringing  in  the 
best,  has  changed 
the  face  of  this 
city  —  totally 
changed  it.  Because  of  our  special  administrative 
affdiation  with  the  center,  we  now  have  the  opjtortii- 
nity  to  go  out  and  make  a  difference,  to  try  to  become 
tridy  the  nation's  symphony  orchestra  and  to  be  a 
model  for  the  entire  musical  industry." 
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20  Years  of  the  Kennedy  Center  in  Rctures 

For  mol  t'  than  two  decades,  tlie  Kennedy  Center  has  heen  presentinj;  the  Ihiest  of  the  performing  arts  nationally  and  inte 
iiationallv.  The  range:  from  grand  opera  in  the  0]»era  House  to  Grand  Kahuki  m  the  intimate  Terraee  Theater,  from  Shak 
speare  in  the  Eisenhowei-  to  Beethoven  in  the  Concert  Hall.  This  page  captures  some  of  the  special  magic  that  has  heen  tl  jjijf 
Kennedy  (^enter  |»erformance  to  date. 


The  National  Symphony  Orchestra  and  Maestro 
Mstislav  Rostropovich  in  Leningrad  during  their 
historic  1990  tour  of  the  Soviet  Union 


The  Grand  Kabul<i  first  came  to  the  Kennedy  Center  in 
1979  to  dedicate  the  Terrace  Theater  and  has  revisited 
the  Center  twice. 


The  Berlin  Opera  brought  its 
massive  production  of 
Wagner's  four-opera  Ring 
cycle  to  the  Kennedy  Center 
in  1989  for  two  complete 
performances.  It  is  interest- 
ing to  note  that  the  unit 
set  was  inspired  by  the 
Washington  Metro. 


tnve 


All  photos  are  courtesy  of  the  John  F.  Kennedy  Center  for  the  Performing  Arts. 
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The  Washington  Opera  's  current  season 
included  the  American  stage  premiere 
of  Jin  Xiang  's  contemporary  Chinese 
opera  Savage  Land. 
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Building  A  National  Constituency 


A 
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BE  EVEN 
^ORE 

— SENA' 


n  the  vision  statement  Wolfensolui  wrote  with  his  man- 
agement team  shortly  after  he  arrived  as  chairman,  it  is 
made  clear  that  every  aspect  of  the  Kennedy  Center 
must  function  with  the  idea  that  excellence  and  relevance 

/'ashington  and  the  nation  must  animate  every  decision 

n  here.  He  stresses,  however,  that  he  is  building  on  the 

impUshments  of  the  past:  "I  don't 

k  any  of  the  things  I'm  doing  would 

;  been  possible  without  the  work  of 

predecessors  Roger  Stevens  and 

)h  Davidson.  In  fact,  I'm  not  at  a 

ding  start.  There  are  a  lot  of  things 
I  thought  needed  to  be  changed, 

the  fundamental  existence  of  this 

e  gives  you  the  possibUity  to  do  the 
of  dreaming  and  acting  that  I'm   

king  about." 

''or  Wolfensohn,  the  Kennedy  Center  is  more  than  just 
-ies  of  stages  and  what  goes  on  them.  "In  everything  that 
lo  here  now  we  have  an  eye  to  how  tliis  can  be  leveraged 
onally.  It  is  not  just  for  the  Washington  area  audience, 
we  clearly  have  to  serve  that  constituency,  but  imlike  any 
r  organization,  we  always  have  the  second  cpiestion: 
'  could  this  be  used  in  Alaska,  North  Dakota,  Wyoming? 
I  can  this  be  spread  across  the  country?" 

TURAL  CONSCIENCE  The  Kennedy  Center  has  to  be 
;eived  by  Washingtonians,  by  Congress  and  the  Athnin- 


istration,  and  by  all  Americans,  as  the  nation's  cultural 
conscience.  Senator  Hatfield  feels  the  timing  is  just  right.  'T 
think  this  is  the  time  not  just  to  enhance  and  upgrade  the 
Center's  physical  plant,  but  it  is  also  a  time  to  be  building  a 
national  constituency.  I  think  that  is  the  core  of  Jim  Woll'en- 
solm's  ideas.  This  support  base  will  ensure  that  when  the  time 
conies  for  Congressional  action  on 
[arts]  appropriations  or  on  the  qviestion 
of  censorship,  there  wiU  be  a  greater 
vmderstanding  and  willingness  to  fiuinel 
tax  dollars  into  the  performing  arts." 

The  Kemiedy  Center  staff  has  great 
faith  in  Wolfensohn  and  his  vision, 
and  so  do  many  key  people  on  Capitol 
Hill,  including  Senator  Kemiedy.  "J mi 
Wolfensohn  has,  without  a  doubt, 
jump-started  the  Kennedy  Center,  and  he  has  demonstrat- 
ed the  conmiitment  antl  vision  necessary  to  make  the  Cen- 
ter excel.  He  understands  l»oth  the  national  leadership  and 
the  local  responsibdity  of  the  Center,  and  he  is  in  a  unique 
position  to  ensure  that  the  Center  fulfills  its  dual  role. 

"The  Center  is  a  national  memorial.  It  belongs  to  the  cit- 
izens of  our  country;  it  brings  great  dignity  to  the  memory 
of  my  brother.  I'm  grateful  to  Jim,  as  I  am  to  his  prede- 
cessors as  Chairmen,  Roger  Stevens  and  Ralph  Davidson, 
for  their  contributions  to  the  Center.  The  Center  has  com- 
piled a  distinguished  record  thus  far,  and  its  future  will  be 
even  more  brilhant." 


le  text  of  this  special  section  was  written  by  Tlior  Eckert,  Jr.,  former  music  critic  for  The  Christian  Science  Monitor. 
Mr.  Eckert,  a  freelance  writer,  has  just  been  named  North  American  Editor  of  Classic  CD. 


Business  Week  gratefully  acknowledges  The  Kennedy  Center's  enthusiastic  sup{)ort. 

>IRECTION/DESlGN:  MICHAEL  A  RON  AND  COMPANY.  PHOTO  CREDITS:  JOAN  MARCUS:  P.  3.  8.  12.  18,  20.  22.  23,  26.  27.  JACK  BUXBAUM;  COVER,  P.  4.  CAROL  PR/^TT: 

.  Fletcher  Drake:  p.  12.  Lisa  berg:  p.  5.  Jack  Mitchell:  p.  5.  All  other  photos  are  courtesy  of  the  John  f.  Kennedy  Center  for  the  performing  ArtTS. 
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The    Nation's    Stage  27 


C-949    'Compared  to  a  standard  150-watt  PAR  floodlamp 


irs.  But  It  Only  Works  Half  TheTime. 

Is  there  a  lamp  on  earth  thai 


Green  Lights 


provides  a  beautiful  light  that's 
beautifully  efficient? 

At  GE  Lighting,  we  like  to 
answer  that  question  with  another:  Have  you 
seen  our  Halogen  IR™  PAR  38  lamp? 

It  provides  the  kind  of  crisp,  white,  dazzling 
light  that  appeals  to  the  aesthetic. 

And  a  potential  609^  energy 
savings*  that  appeals  to 
accounts  payable. 
•  ^0^^^^ Credit  goes  to  the  lamp  s 
uni(jue  infrared  coating.  It  reflects 
heat  that's  normally  wasted  back  to  the  filament 


to  create  more  light. 


And  the  Halogen  IR  is  just  one  of  the  many 
efficient  lamps  available  from  GE.To  learn  about 
others,  call  I-800-GE-LAMPS.  There's  a  lot  of 
energy  in  this  world.  But,  he\,  someone's  got  to 
save  it. 

GE  Is  Light.  And  The  Light  Matters. 


GE  Lighting 


GOOD  TAX  NEWS  FOR  CALIFORNIA! 


v 


Looking  To  Lower 

Your  Tax  Bill? 
Fidelity  Can  Help. 


Earn  High  Current  Double 
Tax-Free  Bond  Yields 

If  you  re  concerned  about  rising  taxes,  look  to 
Fidelity.  Our  Spartan  California  Municipal  High  Yield 
Portfolio  invests  primarily  in  long-term  investment- 
grade  California  municipal  bonds  to  offer  income 
free  from  federal  and  state  income  taxes. 

Plus,  it  s  the  only  California  tax-free'  bond  port- 
folio to  offer  you  Fidelity's  Spartan  Advantage.^"  It's 
designed  to  maximize  current  yields  for  long-term, 
low  transaction  investors.  ^ 

Also  ask  about  our  tax-free  money  market 
portfolios  for  California. 


Spartan  California  Municipal 
High  Yield  PortfoUo^ 

Tax-Equivalent  Yield 
(38.59%  Tax  Bracket) 

10.13'' 

.2i 
>" 

30-Day  Yield 
(ended  2/18/92) 

1  Returns 

1-Year  Total  Return 

(12/31/90-12/51/91) 

11.54^^ 

Historica 

Avg,  Annual  Return-life 

(11/27/89-12/31/91) 

10.12" 

Call  Today!  For  more  complete  information 
about  Fidelity's  California  tax-free  funds,  including  management  fees  and  transaction  expenses,  call  or 
write  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money  (Spartan  California  High 
Yield  Portfolio  minimum:  $10,000.) 

Visit  a  Fidelity  California  Investor  Center  or  call  24  hours 

1-800-544-8888 


Fidelity 


Investments 

Common  sense.  Uncommon  results. 


Fidelity  Distributors  (liirporatioii,  PO  Box  660603,  Dallis,  TX  ^52(i(v()(i()3  'The  High  Yield  Portfolio  ha,s  a  0.5%  redemption  fee  on  shares  held  less  than 
180  days.  "A  portion  of  income  may  be  subject  to  the  federal  alternative  minimum  tax  ^Transactions  you  make  will  reduce  your  yield  'The  lax-equivalent 
yield  is  ba.sed  on  the  highest  combined  effective  1902  federal  and  California  income  tax  rale  of  38.S0'/i..  If  Fidelity  had  not  voluntarily  reimbursed  Porlfolio 
expenses,  the  yield  and  tax-equivalent  yield  would  have  been  6.02%  and  0.80%,  respectively,  and  returns  would  have  been  lower  Expense  reimburse- 
ments may  be  revised  at  any  time,  at  which  time  the  Portfohos  yield  and  return  will  go  down.  Total  returns  include  change  in  share  price,  reinvestment  of 
dividends  and  capital  gains,  and  the  effect  of  the  $S  account  closeout  fee.  Performance  figures  are  historical  and  you  may  have  a  gain  or  loss  when  you  sell 
shares.  Yield,  share  price  and  return  w  ill  vary  CODE-  BW/SCL/040392 


Photo  essay 


Two 
RISING 
STARS 


Amgen  and  Novell — the  names  don't  tell  much.  But  investors  had 
no  trouble  recognizing  the  two:  Amgen  vaulted  ahead  in  Biotech, 
and  Novell  guarded  its  turf  in  software  against  giant  rivals. 


7^ 


reathtaking"  doesn't  begin  to  describe  it.  In  the  past  12 
months,  Amgen  Inc.,  once  a  largely  anonymous  research 
Dutfit,  became  the  world's  undisputed  leader  in  biotechnology.  It 
has  only  two  products:  Epogen  and  Neupogen  are  both  clones  of 
naturally  occurring  human  proteins  that  stimulate  the  production 
3f  red  and  white  blood  cells.  But  Amgen's  profits  approach  $100 
million  on  sales  of  $682  million,  sending  its  stock  skyward:  Wall 
Street  values  the  company  at  more  than  $8  billion,  No.  87  on 
BUSINESS  week's  list  of  most  valuable  companies.  That's  up  from 
No.  134  last  year,  well  ahead  of  such  pharmaceutical  giants  as  Upjohn  Co.  and  Alza  Corp. 

Software  developer  Novell  Inc.,  meanwhile,  made  its  heavenly  trajectory  by  pulling  off  a  se- 
ries of  well-timed  moves.  It  exploited  the  growing  schism  between  IBM  and  one-time  partner 

Microsoft  Corp.  Novell  persuaded  IBM  to  endorse  its  NetWare 
scheme  for  linking  personal  computers  to  mainframes  and  to  each 
other.  And  it  acquired  Digital  Research  Inc.,  which  makes  the 
most  popular  alternative  to  Microsoft's  bread-and-butter  MS- 
DOS,  the  operating  system  for  IBM  PCs  and  their  clones.  Novell's 
revenues  jumped  35%,  profits  rose  68%,  and  Wall  Street  bumped 
Novell  up  to  No.  83,  from  No.  185,  on  the  BW  1000. 


Text  by  Larry  Armstrong  and  Sandra  D.  Atchison 
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►  ROLLER  DERBY 

To  produce  Epogen,  Amgen 
nurtures  genetically  engineered 
ovary  cells  of  Chinese  hamsters 
in  roller  bottles  that  continually 
swish  nutrients  over  a  culture. 
After  two  weeks,  the  precious 
drug  is  harvested  and  purified. 
In  the  drug's  first  year,  output 
amounted  to  a  scant  seven 
ounces,  but  that  was  enough  to 
bring  in  nearly  $200  million  in 
revenues.  A  joint  venture  with 
Japan's  Kirin  Brewery  Co.  holds 
the  essential  patents  for  Epogen 
and  Neupogen,  Amgen's  second 
drug,  which  helps  cancer  patients 
fight  infections.  Kirin  came  up 
with  the  bottle- handling 
machines  that  allow  Epogen  s 
manufacture. 
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EXTRA  INNINGS 

any  kidney  dialysis 
tients  suffer  from 
ronic  anemia — and 
?  fieling  of  fatigue 
d  exhaustion  that 
companies  it.  But  not 
bert  Dorval.  His 
irkouts  are  once 
ain  as  regular  as  his 
alyses.  Epogen 
ercomes  anemia  by 
mulating  the  bone 
irrow  to  produce  new 
i  blood  cells.  Dorval,  a 
etime  Little  League  baseball 
l-Star,  had  to  cut  back  on  his 
vorite  sport  at  age  14,  when  an 
herited  disease  caused  his 
dneys  to  fail  While  his  thrice- 
rekly  Epogen  injections, 
(ministered  during  dialysis 
•sions,  haven't  put  him  back  on 
e  diamond,  at  least  the  24- 
ar-old  now  has  the  energy  to 
lid  down  a  full-time  job  in  a 
zza  place.  And  to  play  an 
casional  sandlot  Softball  game 
ith  buddies. 


►  ENDGAME 

Biochemist  Krisztina  M.  Zsebo 
led  the  research  team  that  cloned 
stem  cell  factor,  the  precursor  to 
all  mature  blood  cells.  The  work 
is  likely  to  result  in  Amgen's 
third  product,  at  least  three  years 
away,  which  would  bolster 
chemotherapy.  Amgen  scientists 
often  quit  the  labs  to  champion 
their  discoveries  all  the  way  to 
commercialization.  The  policy 
ensures  an  intimate 
understanding  of  the  drug 
during  clinical  trials,  offers 
professional  growth  for  the 
staffer,  and — Amgen  believes — 
increases  its  odds  of  success. 


▲  WHAT  A  LIFE 

The  outdoor  life  is  a  year-round 
affair  in  Southern  California. 
Amgen  sponsors  dozens  of 
volleyball  softball  and 
basketball  teams  for  its  1,902 
employees.  And  most  days  find  a 
cluster  of  workers  picnicking 


outside  the  entrance  of  every 
building.  The  company  has 
grown  too  bigfbr  beer  bashes  at 
the  founder's  beach  house,  but  it 
still  hosts  regular  "fermentation 
seminars, "  which  staffers  allege 
are  named for  the  tanks  in  which 
Amgen  grows  cells. 


THE  1992  BUSINESSWEEK  1000  61 


PHOTO  ESSAY 


N  O  V  E  L  L  *****************  ifc^ 


►  LAN  LORD 

A  decade  ago,  Raymond  J. 
Noorda  said  computer  networks 
would  one  day  link  the  world.  So 
Novell's  CEO  shucked  the 
company's  hardware  products  to 
concentrate  on  NetWare,  a  local 
area  netivorking  (LAN)  system 
that  interconnects  personal 
computers.  Skeptics  abounded: 
Though  NetWare  dominated  the 
market  for  LANs  that  link  small 
corporate  operations,  they 
questioned  how  Novell  would  do 
when  information  managers 
chose  companywide  hookups 
connecting  many  LANs.  Noorda 
has  won  the  argument,  making 
himself,  with  an  11%  Novell 
stake,  even  richer.  Yet  Noorda 
still  asks  for  senior-citizen 
discounts  when  flying  on 
business,  and  is  paid  $35,000.  At 
67,  he  starts  work  at  6a.m.,  but 
may  knock  off  early  to  go  skiing. 
He  has  yet  to  name  a  successor. 


^MORMON  COUNTRY 

"The  heart  of  the  company  is  in 
Utah,"  Noorda  says.  Specifically, 
Provo,  home  of  many  high-tech 
companies.  Provo's  appeal 
includes  Brigham  Young 
University  and  a  strong  work- 
and-family  ethic,  which  Noorda, 
father  of  five,  promotes. 
Employees  are  encouraged  to 
invite  their  families  to  the 
cafeteria.  Engineer  Steve  Jolley 
often  eats  with  his  wife,  July, 
and  daughters  Jade  Lyn  and 
Sara  Rose. 


62  THE  1992  BUSINESS  WEEK  1000 


^************************* 


^FRIENDLY  USERS 

"Users  should  be  driving  this 
business, "  Noorda  says.  So  Novell 
is  building  a  pipeline  to 
corporate  customers  via  OURS — 
Open  User  Recommended 
Systems.  ELtine  R.  Bond,  a 
senior  consultant  at  Chase 
Manhattan  Bank,  heads  the  40- 
member  user  group.  It  will  meet 
tivo  to  six  times  a  year  to  discuss 
problems  and  needs,  then  report 
back  to  Novell  and  other  vendors. 


TSTICK  TO  KNITTING 

Novell  thrives,  in  part,  because  it 
concentrates  on  what  it  does 
best:  It  designs,  services,  and 
supports  its  networking  systems. 
Credit  Mary  M.  Burnside, 
exectitii'e  vice-president,  for 
discontinuing  manufacturing  at 
Novell,  which  uses  outsiders  to 
make  its  NetWare  softtvare. 


-^CEMENTING  TIES 

Noorda  has  always  believed  that 
Novell  tvould  reap  big  be7iefits  if 
it  helped  "grow  the  industry.  " 
That  means  working  closely  with 
vendors,  such  as  Hewlett- 
Packard,  which  gain  access  to 
Novell  technology  as  well  as  to  its 
Utah  Super-Lab,  the  indiutry's 
largest  network  test  facility.  HP 's 
Lloyd  Sen  a  (left),  meets 
regtiUirly  with  Novell's  Mukesh 
Sundaram,  director  of  software 
engineering,  to  explore  ivays  to 
make  their  products  work  with 
each  other.  And  Novell  cracked 
the  Japanese  market  by  fanning 
a  partnership  luith  six  Japanese 
computer  companies  to  produce 
a  Japanese  language  version  of 
NetWare.  Noorda's  vision  seems 
to  be  working:  Novell  has 
captured  around  60%  of  the 
worldwide  networking 
market — including  a  healthy 
slice  in  Japan. 
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According  to  J,D.  Power  &  Associates, 
the  Town  &  Country  has  the 
best  customer  satisfaction  ranking  of  any  minivan. 
By  a  comfortable  margin. 

The  American  family  never  had  it  so  luxurious.  An  abundance  of  leather.  Power 
windows  and  door  locks.  And  the  American  family  never  had  it  so  safe.  With 
a  driver's  minivan  air  bag.*  Anti-lock  brakes.  Or  the  available  all-wheel  drive. 


It's  no  wonder  Town  &  Country 


owners  are  more  satisfied 


than  any  other  minivan 


owners  in  the  worid!  And  for  1992, 


— m 


we  now  offer  the  Owner's  Choice  Protection  Plan.  Choose  between  a  3-year/36,000-mile 
bumper-to-bumper  warranty  or  a  7-year/70, 000-mile  powertrain  warranty!^  Wliich  should  make 
next  year's  margin  even  more  comfortable.  For  more  information,  call  1 -800-4 A-CHRYSLER. 

ADVANTAGE:  CHRYSLER  4V 

A        DI     VISION         OF        CHRYSLER  CORPORATION 


'  Fully  effective  only  with  seat  belt  tJ  D  Power  .ind  A'^sot Kites  Liyht  Duty  Truck  ("ustinner  Satisfaction  with  prtxiuct  quality  and  dealer  service  Study  based  on  a  total  ot 
10.458  consumer  resptmses  on  1990  modeU  tt  First  owner  chooses  either  !  /1 2  basic  with  7/70  powenrain  OR  V36  basic  warranry.  V/36  excludes  mirmal  maintenanLc, 
-idiustnients  and  wear  items.  See  these  limited  warranties  .ind  details  at  dealer  Resmcfions  apply 


USA 


The 

TOP  100 

Deals 

f 

#  or  dealmakers,  1991  was  a  very  forgettable  year.  Reeling  from  the  excesses  of  the 
/   1980s,  Corporate  America  is  clearly  more  interested  in  maintaining  and  streamlining 
:s  businesses  than  in  adding  to  them.  As  corporations  deleveraged  and  regrouped  for  the 
lower-going  '90s,  investment  banks  responded  by  moving  their  now  thumb-twiddling 


eal  mavens  into  other,  more  active  areas,  such  as  restruc- 
iring  departments. 

The  numbers  paint  a  vivid  picture.  Deals  vakied  at  $5 
lillion  or  more  were  down  by  a  third  last  year,  to  2,116. 
he  dollar  value  of  last  year's  merger-and-acquisition  activ- 
y  fell  40%,  to  $98  billion,  on  top  of  a  33%  drop-off  in 
?90.  And  billion-dollar  deals,  those  speculative  extrava- 
anzas  of  the  1980s,  dwindled  to  a  mere  19,  down  39% 
■om  1990  and  55%  from  their  peak  in  1989.  For  the  second 
ear  in  a  row,  BUSINESS  WEEK  has  opted  to  cut  its  list  of 
bp  Deals  from  200  to  100  (page  67).  One  glimmer  of  hope 
ti  the  M&A  horizon:  The  average  deal  price,  in  constant 
)87  dollars,  seems  to  have  leveled 
ff.  After  falling  almost  25%  in 
390,  the  average  price  for 
eals  over  $5  million  fell  by 
ist  3%,  to  $162.7  million. 

Last  year's  deal  slow- 
own  was  exacerbated 
y  the  booming  stock 
larket,   which  took 
le  pressure  off  many 
otential  sellers.  Some 
'ould-be  divestitures 
ecame  initial  public  of- 
?rings  instead,  fetching 

higher  value  in  the 
ublic  market  than  they 
^ould  have  if  sold  to  a 
rivate  buyer.  And  far  ^ 
lore  of  the  offerings  ^ 
/ere  from  once-publicly 
raded  companies  that  had 


been  part  of  the  leveraged  buyout  craze  of  the  1980s. 

Such  "reverse  leveraged  buyouts"  were  a  way  to  take  ad- 
vantage of  the  booming  stock  market,  pay  down  debt,  and 
refinance  at  lower  interest  rates.  One  of  the  premier  users 
of  leverage  in  the  1980s,  the  Wall  Street  firm  of  Kohlberg 
Kravis  Roberts  &  Co.,  spent  much  of  the  last  year  delever- 
aging  in  this  fashion.  Among  its  most  talked-about  reverse 
leveraged  buyouts  was  battery  maker  Duracell  Interna- 
tional Inc.  But  tapping  the  public  market  didn't  necessarily 
mean  cashing  out  entirely.  For  example,  KKR  still  owns 
about  50%  of  Duracell. 

For  investment  bankers  who  hadn't  been  laid  off  or  reas- 
signed to  greener  divisions,  dealmaking 
lost  much  of  its  glitz  in  1991.  With 
leverage  hard  to  come  by,  cor- 
porate raiders  disappeared 
from  view.  "Banks  have 
not  been  aggressive  in 
^        providing  funds  for 
ac(iuisitions,  and 
^    where    they  are, 
they're  looking  for 
30%  to  40%  in  equity,  as 
opposed  to  10%  in  the  late 
1980s,"  notes  E.  Robert  Cot- 
ter, managing  director  and 
head  of  M&A  at  First  Boston 
Coip.  "Financial  players  can't  play 
when  you're  required  to  put  40% 
equity  into  a  deal." 
While  there  was  a  decidedly  friendly 
tone  to  many  of  199rs  deals,  a  few  hostile 
megadeals  kept  dealwatchers  from  nodding 
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Help  Launch 

ANEW 
Presidential 
Campaign. 

And  Help  The 
Environment,  Too! 


Al  l  YUU  llAVh  ru  DC)  IS  PLANT  A  TRP:h! 
A  tree  erown  trom  the  seeds  of  trees  that 
shade  the  homes  of  George  Washington, 
Thomas  Jefferson,  Franklin  Roosevelt, 
Dwight  D.  Eisenhower  and  others.  It's 
all  part  of  The  American  Forestry 
Association's  Famous  &  Historic  Tree 
program.  But  trees  from  American 
presidents  arc  only  the  beginning. 
Hundreds  of  Famous  &  Historic  trees 
have  provided  offspring  for  planting  in 
special  educational  groves  all  over  the 
country  and  in  America 's  Historic 
Forest. 

You  may  select  trees  with  particular 
relevance  to  vour  companv's  location, 
product  or  identity  -  the  Orville  and 
Wilbur  Wright  Sweetgum,  the  Clara 
Barton  Magnolia,  the  Sam  Houston  Live 
Oak, the  Martin  Luther  King,  Jr.  Laurel 
Oak,  the  Robert  E.  Lec  Sycamore,  the 
Helen  Keller  Water  Oak  or  the 
Gettysburg  Sycamore  are  just  a  few 
examples. 

Your  Company  Can  Partiapate  By: 

~k  Sponsoring  Historic  Groves  -  Groves 
of  twenty  or  more  Famous  &  Historic  trees 
can  be  sponsored  by  your  company  and 
planted  in  designated  communitie8,provid- 
ing  a  unique  long-term  environmental  and 
educational  resource. 

'k  Sponsoring  America's  Historic  Forest- 
A  major  national  project  planted  entirely 
with  Famous  &  Historic  trees,  your  company 
can  sponsor  historic  groves  in  America's 
Histonc  Forest  located  near  Des  Moines,  Iowa. 

No  matter  how  your  company  participates, 
you  will  be  helping  to  improve  the  environ- 
ment and  at  the  same  time  provide  an  environ- 
mental and  historical  learning  resource  for 
generations  of  Americans. 

These  projects  are  ideal  for  employee  and 
client  involvement.  For  every  tree  you  spon- 
sor, a  personalized  Certificate  of  Authenticity 
will  be  sent  to  the  person  you  designate. 

A  proicct  of  The  American  Forestry  Associatuin,  Amcnea's 
(»ldest  non  profit  citi/cns"  conservation  organization. 


To  learn  mme  call  l-SuC-li77-0727,  or  write: 
h'amoiii  &  Hntone  Treei,  I'oH  Office  Box  7040, 
Jacksonville,  Florida  Mm-7040 


off.  The  biggest  of  the  year  was  the 
skirmish  set  off  by  once-docile  Ameri- 
can Telephone  &  Telegraph  Co.,  which 
reached  out  and  merged  with  comput- 
er maker  NCR  Corp.  With  AT&T's  com- 
puter business  languishing,  it  needed 
NCR  to  inject  some  life  into  the  divi- 
sion. After  much  maneuvering  on  l)oth 
sides,  NCR  finally  agi'eed  to  a  $ll()-per- 
share  offer  on  May  6,  and  the  com- 
bined entity  became  the  fifth-largest 
computer  maker  in  the  LI.  S.  As  with 
many  of  1991"s  deals, 
the  mergei'  was 
structured  as  a  stock 
swap,  since  the 
booming  market 
made  shares  a  chea;) 
acquisition  currency. 

Consolidation  in  fi- 
nancial services  in- 
dustries added  a  Itit 
of  lite  to  the  dreary 
dealmaking  scene. 
The  competition  for 
failed  insurer  Execu- 
tive Life  Insurance 
Co.  caused  a  stir  as 
vulture  inve.stors  cir- 
cled the  remains  of 
the  insolvent  Califor- 
nia company.  The 
winning  bid  for  Exec 
Life's  life  insurance 
business  and  junk- 
bond  portfolio  came 
from  Alius  Financial 
and  Mutuelle  Assu- 
rance Artisanale  de  France. 

Bank  deals  also  dominated  head- 
lines. NCNB  Corp.  swapped  stock  with 
(J&S/Sovran  to  exjiand  into  the  South- 
eastern LI.  S.,  and  money-center  banks 
Chemical  and  Manufacturers  Hanover 
joined  ranks  to  become  the  third-larg- 
est bank  in  the  U.S.  Still  [lending  is 
the  jjroposed  acfjuisition  of  Security 
Pacific  Corj).  by  BankAmerica  Corp., 
which  would  vault  the  merged  comija- 
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nies  into  the  No.  2  position  in  the  U.  S. 

The  year's  deals  had  a  strong  inter- 
national flavor  as  well.  As  U.  S.  compa- 
nies sought  to  position  themselves  as 
moi'e  formidalile  global  competitors, 
cross-l)order  strategic  alliances  were 
all  the  rage.  Look  for  even  more  inter- 
national deals  in  the  years  ahead. 
"U.  S.  companies  are  waking  up  to  the 
need  to  become  global  organizations," 
says  First  Boston's  Cotter.  Because  of 
privatization  programs  in  Mexico,  East- 
ern Europe,  and  else- 
where, he  adds, 
"there's  this  huge 
supply  of  businesses 
that  are  being  made 
availalde  in  the  inter- 
national community 
at  the  same  time  that 
demand  for  them  is 
increasing  because  of 
the  perceived  democ- 
ratization of  those 
countries." 

Prospects  for  any 
significant  pickup  in 
the  II.  S.  M&A  busi- 
ness in  the  near  fu- 
ture are  dim.  But  if 
the  stock  market  suf- 
fers a  correction, 
more  foreign  capital 
may  flow  in  for  deals, 
says  Ken  Miller,  pres- 
ident of  Lodestar 
Group,  a  New  York 

  M&A  firm  that  works 

with  .several  international  acquirers. 
"The  U.S.,  whatever  state  it's  in,  is 
enormously  attractive  to  foreign  capi- 
talists because  of  its  sheer  size  and 
fluidity."  But  as  long  as  lending  re- 
mains ti.ght,  the  stock  market  keeps 
climbin,g,  and  memories  of  the  reces- 
sion linger,  LI.  S.  companies  will  be 
more  concerned  with  their  own  affairs 
than  those  of  others. 

Bji  Suzanne  Woollei/  in  Nen'  York 
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SELLER 

BUYER 

PRICE 
SMIl, 

COMMENTS 

1 

NCR 

ATST 

7526 

After  much  resistance,  the  telecommunications  giant  acquired  the 
computer  company  it  coveted  in  a  stock  swap 

2 

(ONTEL 

GTE 

6600 

Two  independent  phone  companies  with  large  cellular  holdings  decided 
to  become  one  big  independent  phone  company 

3 

MCA 

MATSUSHITA  ELECTRIC 

6594 

The  Japanese  electronics  giant,  best  known  in  this  country  for  its  Panasonic 
and  Technics  brands,  acquired  the  owner  of  Universal  Pictures 

4 

C&S/SOVRAN 

NCNB 

4631 

Two  Southern  bonks,  one  based  in  Atlanta,  the  other  in  Charlotte,  N.C.  both 
with  a  propensity  for  merging,  find  each  other.  New  entity  is  NationsBank 

5 

CELLULAR  COMMUNICATIONS 

PACIFIC  TELESIS  GROUP 

2980 

A  Baby  Bell  established  a  Midwestern  joint  venture  with  a  cellular  phone 
company;  PacTel  acquired  the  rightto  buy  its  partner  as  well 

6 

MANUFACTURERS  HANOVER 

CHEMICAL  BANKING 

2693 

Two  New  York  money-center  banks  decided  to  face  the  world  together 

7 

DUPONT 

MERCK 

2500 

A  joint  venture  in  which  Du  Pont  supplies  drugs,  Merck  supplies 
management  and  R&D.  For  another  Du  Pont  deal,  see  No.  18 

8 

SANOFI 

EASTMAN  KODAK 

2400 

Another  pharmaceutical  joint  venture,  with  the  French  company  allying 
itself  with  the  filmmaker's  Sterling  Drug 

9 

SQUARE  D 

SCHNEIDER 

2230 

The  American  maker  of  circuit  breakers  and  transformers  resisted  the 
advances  of  its  French  counterpart  but  eventually  saw  the  light 

10 

TELEFONOS  DE  VENEZUELA 

PRIVATE  GROUP 

1885 

GTE  joined  AT&T  and  three  other  companies  to  win  the  bidding  for  40%  of 
the  Venezuelan  phone  company 

11 

IBM 

CLAYTON  &  DUBILIER 

1500 

Big  Blue  exits  the  typewriter  and  printer  business  after  a  buyout  led  by 
Clayton  &  Dubilier  and  management.  New  company  is  Lexmark 

(ABEIICAl  IISI  OF  COMPANIfS  APPtAKS  ON  PAGE  72 
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SELLER 

BUYER 

PRICE 
SMIL 

COMMENTS 

12 

OCCIDENTAL  PETROLEUM 

ELF  AOUITAINE 

1350 

The  large  French  oil  company  bought  Oxy's  North  Sea  oil  properties.  For 
another  Occidental  deal,  see  No.  28 

13 

HARCOURT  BRACE 
JOVANOVICH 

GENERAL  CINEMA 

1200 

The  troubled  book  publisher  needed  a  well-heeled  friend;  the  owner  of 
moviehouses  and  department  stores  had  a  billion  or  so  from  past  asset 
sales  to  spend 

14 

UNITED  ARTISTS  ENT. 

TELE-COMMUNICATIONS 

1138 

The  big  cable  operator  bought  the  46%  of  a  smaller  cable-television  outfit 
it  didn't  already  own 

15 

FUND  AMERICAN 

ALLIANZ 

1125 

In  a  two-part  deal.  Fireman's  Fund  went  to  Germany's  biggest  insurance 
company,  while  Fireman's  Fund's  mortgage  and  stock  portfolio  was 
bought  bock  by  its  former  owner 

16 

MANUFACTURERS  NATIONAL 

COMERICA 

1085 

Two  healthy  bonks  decided  they'd  be  healthier  still  if  they  joined  assets 

17 

MiCANDREWS  S  FORBES 

PROCTER  S  GAMBLE 

1060 

Revlon' s  Max  Factor  and  Betrix  cosmetic  lines  went  to  the  Cincinnati-based 
consumer-products  giant,  with  the  money  going  to  pay  down  Revlon's  debt 

18 

DUPONT 

RWE 

1000 

The  German  energy  company  buys  50%  of  the  chemical  manufacturer's 
coal  operation.  For  another  R^VE  acguisition,  see  No.  34.  For  another  Du 
Pont  joint  venture,  see  No.  7 

19 

PETER  KIEWIT  SONS' 

VIAG 

1000 

The  German  conglomerate  doubled  its  packaging  operations  with  the 
purchase  of  the  Omaha-based  company's  Continental  Can  Europe 

20 

MANPOWER 

MANPOWER 

909 

Wheels  within  wheels;  the  British  company  (formerly  Blue  Arrow)  that  bought 
the  U.S.  temporary-help  company  was  in  turn  bought  by  that  same  American 
company  in  a  stock  swap.  Headquarters  moves  back  to  Milwaukee 

21 

SOUTH  CAROLINA  NATIONAL 

WACHOVIA 

841 

Two  more  regional  banks  with  healthy  balance  sheets  team  up  via  a  stock 

9WUL,f/  UIIIIIIIU  i\J  CAUUIIU  III  MIC  v/VJUIIICUOl 

22 

ITEL 

GENERAL  ELECTRIC 

825 

The  conglomerate's  Genstar  Container  unit  acquired  the  intermodol 

l.UlilUllit7l  ICUalllU                    \J\  \i  \^\J\lt\J\A\\j               IVIIUVtII  IKJi  113  1  Ul  1  ^-.U 1  ICUdlMU.  1  \J\ 

other  GE  acquisitions,  see  Nos.  43  and  46.  For  a  GE  sale,  see  No.  72 

23 

SARA  LEE 

J  H  l\  H     L  L  L 

ROCHE  HOLDING 

821 

Tno  \T\t^nn/'\.r\r\K.on        n  ci  i  mor.orciiH  1 1        f  r\mr\r\rt\/  co'H  itc  Fiiri^r^ortn  rtvor- 

lllt?  ^IIIV.UUwUUoCU  V.\JII3Ullld    LJr<_'UU(-ld  \^\J\\lvJ\JHy   o\J  iKj  lid  UUIUIJCUII  wVd 

the-counter  drug  operations  to  the  Swiss  pharmaceutical  giant.  For 
another  Roche  acquisition,  see  No.  71 

24 

^nilTHFDN 
J  u  u  1  n  L  H  n 

PDIVATF  G  DO  IIP 

810 

r  1 1^  r  1  CI  n  Pft  u/a  r  X.  1  i<~irif  nr\r\  l/^^Ue/^nuilla  Pia^fric  Aiifrt/^  rif  \/  /"/t  m  nl  Af  o/^  f  n  a  i  r 
1  1 U 1  I U  U  r  U  W  o  1  Ot  UlUill  UllU  JULKsUnVlllt;  CIcClFK.  A^U  1 1  lUl  liy  (.UiillJIclcU  llloll 

joint  acquisition  of  a  Georgia  Power  generating  plant 

25 

GEORGIA-PACIFIC 

TENNECO 

727 

The  debt-burdened  forest-products  company  sold  corrugated  container 
facilities  and  timberland  to  the  conglomerate  s  Packaging  Corp.  of 
America  unit.  For  another  GP  sole,  see  No.  73 

26 

SIX  FLAGS 

PRIVATE  GROUP 

700 

A  group  led  by  Time  Warner  and  the  Blackstone  Group  rescued  the 
amusement-park  operator  from  its  financial  rollercoaster  ride 

27 

CETUS 

CHIRON 

699 

One  biofech  company  bought  its  neighbor  after  Cetus  hit  some  regulatory 
bumps.  For  another  Cetus  deal,  seeNo.71 

28 

OCCIDENTAL  PETROLEUM 

HICKS,  MUSE  &  CO. 

691 

Yet  another  joint  venture,  with  the  oil  company  and  the  investment 
company  operating  the  former  Oxy  natural  gas  businesses  as  Trident 
NGL.  For  another  deal  by  Oxy,  see  No.  1 2 

29 

NEWS  CORP. 

PRIVATE  CROUP 

650 

Kohlberg  Kravis  Roberts,  through  its  K  ill  Holdings  subsidiary,  bought  nine 
U.S.  publications  from  Rupert  Murdoch's  Australia-based  media 
company.  For  another  KKR-related  deal,  see  No.  3  1 

30 

PENTLAND  GROUP 

REEBOK  INTERNATIONAL 

633 

The  U.  S.  footwore  maker  bought  the  bulk  of  its  shares  still  owned  by  the 
British  company  that  helped  it  get  off  the  ground.  For  PentI and' s  sale  of  the 
rest  of  its  Reebok  shares,  see  No.  69 
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SELLER 


BUYER 


11  BANK  OF  NEW  ENGLAND  FLEET/NORSTAR  625 

12  ROCKWELL  INTERNATIONAL  ALCATEL  ALSTHOM  625 

13  PHILIPS  ELECTRONICS  WHIRLPOOL  611 

14  VIS1A  CHEMICAL  RWE  590 

15  ORYX  ENERGY  ATLANTIC  RICHFIELD  588 

16  UNITED  BANKS  OF  COLORADO  NORWEST  573 

17  AMBASE  PRIVATE  GROUP  555 

18  AMOCO  APACHE  543 

19  HAMILTON  OIL  BROKEN  HILL  PROPRIETARY  528 

10  CYBERTEL  AMERITECH  504 

11  MUTUAL  BENEFIT  LIFE  FORTIS  500 

12  JOHN  lABATT  H.J.  HEINZ  500 

13  BRITISH  AIRWAYS  :  GENERAL  ELECTRIC  492 

14  UNION  TEXAS  PETROLEUM  PACIFICORP  475 

15  SHELL  OIL  UNOCAL  450 

16  BARCLAYS  BANK  GENERAL  ELECTRIC  :  450 

17  TWA  AMR  445 

18  ASHTON-TATE  BORLAND  INTERNATIONAL  439 

19  GOLDEN  VALLEY  MICROWAVE  CONAGRA  436 

>0  MACFIELD  UNIFI  ^  432 

>1  SOUTHLAND  :  PRIVATE  GROUP  430 

>2  ROCKEFELLER  GROUP  MITSUBISHI  ESTATE  416 

>3  PAN  AM  DELTA  AIR  LINES  416 

34  PAN  AM  UAL  400 


Surprise!  Favored  BankAmerica  lost  out  in  the  bidding  for  the  troubled 
Northeastern  bank  to  a  joint  bid  by  a  Rhode  Island-based  rival  and  KKR. 
For  another  KKR  deal,  see  No.  29 

The  high-tech  conglomerate  sold  its  Network  Transmission  Systems  Div.  to 
a  French  company  looking  to  expand  its  telecommunications  business 

The  Dutch  electronics  giant,  under  profit  pressure,  sold  its  share  of  on 
appliance  joint  venture  to  its  American  partner 

The  U.  S.  chemical  manufacturer  joined  the  roster  of  the  German  energy 
giant.  For  another  RWE  acquisition,  see  No.  1  8 

The  oil  company  formerly  known  as  Sun  Exploration  sold  its  interest  in 
California's  biggest  oil  field  to  a  Los  Angeles-based  competitor 

Another  bank  merger,  this  time  with  a  Minneapolis-based  one  buying 
Colorado's  biggest.  For  another  Norwest  acquisition,  see  No.  93 

Three  Scandinavian  insurers,  Sweden's Trygg-Hansa,  Finland's  Industrial 
Mutual  Insurance,  and  Norway's  Vik  Brothers,  boughtthe  Home  Group 
insurance  companies  and  Wall  Street's  Grunfal  &  Co. 

The  Denver-based  oil  independent  doubled  its  oil  and  gas  reserves  with  its 
purchase  of  the  Amoco  Production  Co.  from  its  namesake 

The  Australian  resource  company  boughtthe  half  of  a  Denver-based  oil 
company  it  didn't  already  own 

Another  Baby  Bell  buy,  this  time  picking  up  a  Missouri-based  cellular  company 

Seized  by  the  state  of  New  Jersey,  the  Newark-domiciled  insurer's  group 
life,  health,  and  disability  lines  went  to  a  Dutch-Belgian  insurer 

The  Canadian  brewer  sold  its  JLFoods  business,  a  supplier  of  food 
products  to  restaurants  and  institutions,  to  Pittsburgh's  own  food  giant 

The  U.  K.  airline  sold  its  engine-overhauling  business  to  the  U.S. 
conglomerate.  For  other  GE  deals,  see  Nos.  22,  46,  and  72 

A  company  best  known  for  its  coal  mining  decided  to  expand  its  oil-and- 
gas  business  and  purchased  the  Gulf  of  Mexico  wells  of  a  Houston-based 
energy  company.  For  another  Union  Texas  sale,  see  No.  80 

The  Anglo-Dutch  oil  giant  sold  off  a  substantial  chunk  of  a  California 
refinery  to  its  U.  S.  rival 

The  U.  S.  conglomerate's  GE  Capitol  unit  went  overseas  to  buy  the  third- 
party  auto-loons  business  from  the  British  bank.  For  other  GE  deals,  see 
Nos.  22,  43,  and  72 

Carl  Icahn's  airline  sold  three  of  its  London  routes  to  American  Airlines 

Philippe  Kahn's  software  maker  bo  ughtthemoker  of  dBase 

A  maker  of  microwave  foods,  including  popcorn,  was  gobbledupbyan 
agricompany  with  an  appetite  for  acquisitions 

These  companies  really  know  how  to  spin  yarns.  Lots  and  lots  of  yarn,  now 
that  one  yarn  manufacturer  bought  the  other 

This  one  had  it  all.  Japanese  supermarket  chain  Ito-Yokado  and  Seven- 
Eleven  Japan  bought  70%  of  the  convenience-store  company  that  went 
private  in  1 987.  Along  the  way.  Southland  entered  prepackaged 
bankruptcy,  exited  Chapter  1  1  in  less  than  five  months,  and  swapped  its 
high-interest  junk  bonds  for  newly  issued  stock  and  bonds  with  a  lower  yield 

The  company  that  bought  5 1  %  of  the  owner  of  Rockefeller  Center  upped 
its  percentage  to  80%  this  time  around 

The  Atlanta-based  airline  bought  the  European  routes  and  East  Coast 
shuttle  of  its  struggling  rival.  Later  on.  Delta  decided  against  buying  45% 
of  Pan  Am  as  originally  proposed;  Pan  Am  subsequently  went  out  of 
business.  For  another  Pan  Am  sole,  see  No.  54 

Another  asset  sale  by  the  former  airline,  this  time  of  its  London  routes  and 
some  747s.  For  another  Pan  Am  divestiture,  see  No.  53 
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55 

BRITISH  PETROLEUM 

PACIFIC  GAS  &  ELECTRIC 

400 

The  British  oil  giant  sold  its  Tex/Con  oil-and-gas  subsidiary  to  the  big 
Co  1  if  orn  1  a  uti  1  ity  For  o  previous  BP  sole  ofTex/Con  ossets^  see  No.  82 

56 

US  WEST  NEWVECTOR 

US  WEST 

399 

ABobyBellbought  the  19%  ofits  cellular  subsidiary  it  didn't  already  own 

57 

EXXON 

MOBIL 

393 

The  biggest  U.  S.  oil  company  sold  off  its  share  of  an  Australian  joint 
venture  and  some  Australian  service  stations  to  its  partner  there 

58 

BANK  ONE,  TEXAS 

BANC  ONE 

387 

TheOhiobankboughtthe61%itdidn't  ov/n  of  the  remains  of  M  Corp, 
v/hich  was  beingheldbytheFDIC.For  another  BancOnedeal,  seeNo.85 

59 

OCEAN  DRILLING  &  EXPLOR 

MURPHY  OIL 

386 

1  n  n  ^frtrlf  c\A/n p>  tn p  Arlfnn^nQ-not<»ri  oil  mmnnrw/  rtc nn'ir^n  fnA  T rtf  ^ 

New  Orleans-based  driller  it  didn't  already  own,  though  Ocean  resisted 
atfirst,  hoping  for  a  sweetened  offer 

60 

TONKA 

HASBRO 

378 

The  maker  of  G.  1.  Joe  and  Mr,  Potato  Head  grabbed  a  toy-truck  and  game 
maker  that  was  in  a  financial  squeeze 

61 

JOHNSTON  (OCA-COLA 
BOTTLING 

COCA-COLA  ENTERPRISES 

375 

The  Coke  spin-off  acquired  a  big  Coke  bottler  and  its  management, 
in  the  process  upping  Its  share  of  the  market  to  55% 

62 

SEAGRAM 

AMERICAN  BRANDS 

372 

ACanadiancompanybestknownasodistillersoidsevenofits  hard-liquor 
brands  to  theU.S.makerofJimBeombourbon 

63 

BEATRICE  FOODS 

MERRILL  LYNCH 

367 

The  Merrill  Lynch  Capital  Partners  unit  of  the  big  brokerage  boughtthe 
Canadian  segment  of  the  big  food  LBO  of  1  986;  the  Canadian  operations 
had  in  turn  been  LBO'd  in  1987 

64 

MCCAW  CELLULAR  COMMUN. 

BELLSOUTH 

360 

The  large  Southern  Baby  Bell  bought  cellular  properties  in  Illinois, 
Indiana,  and  Wisconsin  from  Craig  McCow's  cellular-phone  company 

65 

MANNESMANN 

DIGITAL  EOUIPMENT 

340 

The  Massachusetts  computer  maker  acquired  the  German  industrial 
company's  computer  operations 

66 

JAMES  RIVER 

PRIVATE  CROUP 

337 

AEA  Investors,  a  group  consisting  mostly  of  retired  CEOs,  joined 
management  in  to  king  the  specialty  papers  segment  private 

67 

AMERICAN  FINANCIAL 

PENN  CENTRAL 

335 

Carl  Lindner's  insurance  company  sold  three  companies  that  cover 
otherwi se  uninsurable  drivers  to  Carl  Lindner  sconglomerate 

68 

CENTEL 

UTILICORP  UNITED 

325 

The  independent  phone  company  sold  electric-power  operations  in  Kansas 
and  Colorado  to  the  Missouri  utility.  For  another  Centel  deal,  see  No.  92 

69 

PENTLAND  GROUP 

PRIVATE  GROUP 

310 

The  British  company  sold  its  remaining  Reebok  stock  to  a  group  including 
First  Boston  and  Montgomery  Securities.  For  Pentland's  other  sale,  see 
No.  30 

70 

MONSANTO 

PRIVATE  GROUP 

300 

The  Missouri  chemical  maker  sold  the  bulk  of  its  animal-feed  business  to 
Japanese  trading  behemoth  Mitsui  and  Nippon  Soda 

71 

CETUS 

ROCHE  HOLDING 

300 

The  Swiss  pharmaceutical  giant  acquired  the  polymerase  chain  reaction 
(PCR)  technology,  patents,  and  product  rights  from  the  U.  S.  biotech  firm. 
PCR  technology  allows  scientists  to  multiply  individual  genes  and  DNA 
strands  a  millionfold.  For  the  Cetus/Chiron  merger,  see  No.  27 

72 

GENERAL  ELECTRIC 

SONY 

300 

The  huge  conglomerate  sold  its  half  of  the  RCA  Columbia  Home  Video 
joint  venture  bock  to  Columbia's  new  Japanese  owner.  For  other  GE 
transactions,  see  Nos.  22,  43,  and  46 

73 

GEORGIA-PACIFIC 

BOWATER 

300 

In  another  (partial)  asset  sale,  the  forest-products  company  sold  80%  of 
two  paper  and  pulp  mills,  2  million  acres  of  timberlond,  and  a  hydro- 
electric power  facility  to  a  smaller  competitor.  Bowoter  has  an  option  to 
buy  the  remaining  20%  in  1  992.  For  another  GP  sale,  see  No.  25 

74 

VALID  LOGIC  SYSTEMS 

CADENCE  DESIGN  SYSTEMS 

287 

Two  San  Jose  (Calif. )-based  companies  that  make  software  for  designing 
chips  and  circuit  boards  decided  to  merge  in  a  stock  swap 

AIPHA8ETICAI  USI  Of  COMPANIES  APPEARS  ON  PAGE  7! 
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SELLER 

BUYER 

PRICE 
3MIL. 

COMMENTS 

GREAT  AMERICAN  COMMUN.  ' 

PRIVATE  GROUP 

260 

Turner  Broadcasting  joined  Apollo  Investment  Fund  in  buying  Hanna- 
Borbero,  producer  oF  Flintstones  and  Jetsons  cartoons 

76  1 

DURHAM 

CAPITAL  HOLDING 

279 

A  Kentucky-based  insurer  acquired  an  insurer  from  North  Carolina 

77 

SD-SCICON 

ELECTRONIC  DATA  SYSTEMS 

271 

A  British  software  maker  tried  to  resist  the  GM  computer  services  company, 
but  a  tender  offer  succeeded.  For  a  friendlier  EDS  buy,  see  No.  83 

78 

SUPERMARKETS  GENERAL 

PRIVATE  GROUP 

265 

The  New  England-based  Purity  Supreme  chain  of  supermarkets  was 
bought  by  the  Los  Angeles-based  merchant  bank  Freeman  Spogli 

79  1 

BANKS  OF  IOWA 

FIRSTAR 

262 

A  Milwaukee  bank  merged  with  one  from  Des  Moines 

60 

UNION  TEXAS  PETROLEUM 

BURLINGTON  RESOURCES 

260 

The  Houston-based  oil  company  sold  its  North  American  onshore  oil-ond- 
gas  business  to  the  railroad  spin-off.  Union's  Alaskan  holdings  were  not 
included  In  the  deal.  For  Union  Texas'  sole  of  Its  offshore  assets,  see  No.  44 

81  ; 

PINNACLE  WEST  CAPITAL 

PACIFICORP 

260 

After  failing  to  buy  all  of  Arizona  Public  Service,  the  Oregon  utility  bought 
that  company's  Chola-4  coal-fired  generator.  The  deal  also  included  an 
energy  swap  and  otherfuture  power  sales 

82 

BRITISH  PETROLEUM 

CENTRAL  S  SOUTH  WEST 

250 

A  utility  from  Big  D  bought  the  gas  marketing,  processing,  and  transmission 
business  of  BP's  Tex/Con  unit.  For  BP's  other  Tex/Con  sale,  see  No.  55 

33 

MCDONNELL  DOUGLAS 

ELECTRONIC  DATA  SYSTEMS 

250 

The  GM  subsidiary  picked  up  the  aircraft  manufacturer's  CAD/CAM  unit. 
For  a  less  friendly  acquisition  by  EDS,  see  No.  77 

84 

OFFICE  CLUB 

OFFICE  DEPOT 

246 

The  office-supply  chain  added  a  few  more  links  with  this  acquisition 

85 

PNC  FINANCIAL 

BANC  ONE 

245 

What  goes  around  comes  around:  After  losing  out  to  Central  Bancorp,  in 
the  bidding  for  several  Ohio  banks  in  the  '80s,  Banc  One  acquired  them 
from  Central's  acquirer,  PNC 

66 

CHEMED 

MOLSON 

243 

DuBols  Chemicals  unit,  a  maker  of  cleaning  chemicals,  was  sold  to  the 
Canadian  brewer,  leaving  Chemed  chem-less  but  cash-rich 

87 

AMERICAN  STORES 

PRIVATE  GROUP 

241 

Supermarket  buy-out  specialists  Yucaipa  Food  acquired  the  Alpha  Beta 
stores  that  the  Salt  Lake  City-based  food  store  chain  was  forced  to  divest 

88 

IOWA  SOUTHERN 

IE  INDUSTRIES 

241 

Two  Iowa  utilities  decided  to  become  one;  new  name  is  lES  Industries 

89 

HENKEL 

ECOLAB 

240 

The  German  company  enlarged  its  stake  in  the  U.  S.  industrial  cleaning 
company,  while  the  U.  S.  company  formed  a  European  joint  venture  with 
its  German  counterpart 

90 

SIGNET 

AMERICAN  EXPRESS 

235 

The  U.  S.  financial-services  company  bought  a  British  credit-card  processor 

91 

UNION  CARBIDE 

MITSUBISHI 

232 

The  U.  S.  chemical  company  sold  50%  of  its  UCAR  carbon  unit,  maker  of 
carbon  electrodes,  to  the  Japanese  industrial  leviathan 

92 

CENTEL 

ROCHESTER  TELEPHONE 

229 

Two  independent  phone  companies  wheeled-ond-dealed:  Rochester  got 
Minnesota  and  Iowa  telephone  operations,  while  Centel  received 
Rochester  stock  and  minority  interests  in  1 0  cellular  markets.  For  another 
Centel  deal,  see  No.  68 

93 

SHAWMUT  NATIONAL 

NORWEST 

228 

The  Connecticut  bank  sold  its  credit-card  portfolio  to  a  Minnesota-based 
competitor.  For  another  acquisition  by  Norwest,  see  No.  36 

94 

FNW  BANCORP 

NBD  BANCORP 

225 

An  Illinois  bonk  joined  a  Detroit-based  one 

95 

INTERMEC 

LITTON  INDUSTRIES 

220 

A  company  that  specializes  in  bar-code  technology  was  acquired  by  a 
company  looking  to  diversify  out  of  the  defense  industry 

96 

SOUTHEAST  BANKING 

FIRST  UNION 

212 

A  failing  Florida  bonk  was  sold  to  the  North  Carolina-based  super-regional 

97 

RIO  GRANDE  INDUSTRIES 

GOV'T  GROUP 

210 

The  owner  of  the  Southern  Pacific  railroad  sold  the  CalTrain  commuter  rail 
line  to  the  Peninsula  Corridor  Joint  Powers  Board,  representing  San 
Francisco,  San  Mateo,  and  Santa  Clara  counties.  SP  had  threatened  to 
shutdown  the  rail  line  if  it  wasn't  purchased 

98 

UNISYS 

ASCOM  HOLDING 

207 

The  computer  maker  sold  its  Timeplex  unit,  a  manufacturer  of  computer- 
networking  hardware,  to  a  Swiss  telecommunications  company 

99 

HUDIG-LANGEVELDT  GROEP 

AON 

200 

[  The  Dutch  insurance  brokerage  accepted  a  buyout  bid  from  the  Chicogo- 
:  based  insurer 

00 

DUN  &  BRADSTREET 

PRIVATE  GROUP 

:  200 

:  A  group  led  by  Peter  Diomondis  and  management  bought  most  of 
]  Donnelley  Marketing,  a  provider  of  direct-marketing  services 
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THE  TOP  100  DEALS 


Deals  Too  Late  To  Make  The  List 


The  10  largest  deals  initiatedin  1991  but  still  pending,  or  completed  in  thefirst  quarter  of 1992. 
The  criteria  for  inclusion  otherwise  are  identical  to  those  in  the  main  list  that  begins  on  page  67 


SELLER 


BUYER 


PRICE 
$Mll. 


COMMENTS 


1  \  SECURITY  PACIFIC 


2    EXECUTIVE  LIFE  INSURANCE 
OF  CALIFORNIA 


BANKAMERICA 


PRIVATE  GROUP 


3  METRO  MOBILE  CTS  ;  BELL  ATLANTIC 

A  AMERICAN  TV  S  COMMUN.      TIME  WARNER 

5  AMERITRUST  \  SOCIETY 

6  METROMEDIA  COMCAST 

7  UNITED  ARTISTS  ENT.  PRIVATE  CROUP 

8  \  KING  BROADCASTING  \  PRIVATE  GROUP 

9  i  SANFORD  NEWELL 
10  GENETICS  INSTITUTE 


AMERICAN  HOME  PRODUCTS 


4395  :  After  losing  a  bid  for  Bank  of  New  England,  BofA  got  back  in  the  fray  by 

\  acquiring  intrastate  rival  in  a  stock  swap;  regulators  must  approve,  however 

3250  :  A  joint  bid  for  failed  insurer  by  Altus  Finance  and  Mutuelle  Assurance 

:  Artisanale  de  France;  Altus  will  get  the  junk  bonds,  MAAF  the  insurance 

':  business.  Several  court  actions  must  be  resolved  before  the  deal  is  completed 

1627  :  The  Baby  Bell  tries  to  puttogether  a  seamless  cellular  network  by  meshing  its 

:  systems  with  Metro's.  The  deal  is  scheduled  to  close  in  the  second  quarter 

1230  \  The  big  media  company  boughtthe  1  8%  of  a  cable  operator  it  didn't 

:  already  own.  The  deal  is  expected  to  close  in  July 

1 1 68  i  Two  Cleveland  banks  decided  to  get  in  on  the  consolidation  trend;  the 

:  merger  was  expected  to  close  by  the  end  of  March 

985  :  John  Kluge's  mini-conglomerate  agreed  to  combine  its  Philadelphia  area 
cellular  interests  with  the  owner  of  Muzak.  The  deal  closed  Mar.  5 

700  :  Former  UA  CEO  Stewart  Blair  and  Merrill  Lynch  Capital  Partners  bought 
back  the  moviehouse  chain:  deal  is  expected  to  close  in  the  second  quarter 

698  The  Providence  Journal  and  Kelso  &  Co.  bought  five  television  stations  and 

:  cable-TV  properties  of  the  closely  held  broadcasting  company  on  Feb.  24 

683  :  A  maker  of  housewares,  hardware,  and  office  supplies  bought  another 
office  supply  manufacturer  in  a  stock  swap.  The  deal  closed  Feb.  1 4 

666  The  maker  of  Anacin,  Driston,  and  Maypo  acquired  60%  of  a  biotech 

:  company,  with  an  option  to  pick  up  the  rest.  The  deal  closed  Jan.  16 


Data:  MLR  Pubiishing/IDD  Information  Services;  Securities  Doto  Co,;  BW 


The  Top  100  Deals  Alphabetical  List  of  Companies 


ia  INVESTORS*  66 

CHEMED  86 

HEINZ  (H.J)  42 

MUTUAL  BENEFIT  LIFE  41 

llCtTEl  ILSIHOH  32 

CHEMICAL  BANKING  6 

HENKEL  89 

NBD  BANCORP  94 

AILIINZ  IS 

CHIRON  27 

HICKS,  MUSE*  28 

NCNB  4 

tMBASE  37 

CLAVTON  i  DUBILIER  11 

HUDIG-LANGEVELDT  GROEP  99 

NCR  1 

tHERICtN  BRANDS  62 

COCA-COLA  ENTERPRISES  61 

IE  INDUSTRIES  88 

NEWS  CORP.  29 

IHEtlClN  EXPRESS  90 

COMERICA  16 

INDUSTRIAL  MUTUAL  INSURANCE  37 

NIPPON  SODA  70 

tHERIClN  FINiNCIll  67 

CONAGRA  49 

INTERHEC  95 

NORWEST  36,  93 

iMERIClN  SIORES  87 

CONTEL  2 

INT'L  BUSINESS  MACHINES  11 

OCCIDENTAL  PETROLEUM  12,  28 

IMERIIECH  40 

CVBERTEL  40 

IOWA  SOUTHERN  88 

OCEAN  DRILLING  t  EXPLORATION  59 

IMOCO  38 

CtS/SOVRAN  4 

ITEL  22 

OFFICE  CLUB  84 

IMR  47 

DELTA  AIR  LINES  53 

ITO-YOKADO  51 

OFFICE  DEPOT  84 

AON  99 

DIGITAL  EQUIPMENT  65 

JACKSONVILLE  ELECTRIC  24 

ORYX  ENERGY  35 

APACHE  38 

DUPONT  7,18 

JAMES  RIVER  66 

PACIFIC  GAS  i  ELECTRIC  55 

APOLIO  INVESTMENT*  75 

DUN  t  BRADSTREET  100 

JOHNSTON  COCA-COLA  BOTTLING  61 

PACIFIC  TELESIS  GROUP  5 

ASCOM  HOLDING  98 

DURHAM  76 

JOINT  POWERS  BOARD  97 

PACIFICORP  44,  81 

ASHTON-TATE  48 

EASTMAN  KODAK  8 

KOHLBERG,  KRAVIS  29,  31 

PAN  AM  53,  54 

ATLANTIC  RICHFIELD  35 

ECOLAB  89 

lABATT  (JOHN)  42 

PENN  CENTRAL  67 

ATil  1,10 

ELECTRONIC  DATA  SYSTEMS  77,  83 

LITTON  INDUSTRIES  95 

PENTLAND  GROUP  30,  69 

BANC  ONE  58,85 

ELF  AQUITAINE  12 

MlCANDREWS  t  FORBES  17 

PETER  KIEWIT  SONS'  19 

BANK  OF  NEW  ENCLAND  31 

EXXON  57 

MACFIEID  50 

PHILIPS  ELECTRONICS  33 

BANK  ONE,  TEXAS  58 

FIRST  BOSTON*  69 

MANNESMANN  65 

PINNACLE  WEST  CAPITAL  81 

BANKS  OF  IOWA  79 

FIRST  UNION  96 

MANPOWER  20 

PNC  FINANCIAL  85 

BARCLAYS  BANK  46 

FIRSTAR  78 

MANUFACTURERS  HANOVER  6 

PROCTER  I  GAMBLE  17 

BEATRICE  FOODS  63 

FLEET/NORSTAR  31 

MANUFACTURERS  NATIONAL  16 

REEBOK  INTERNATIONAL  30 

BELLSOUTH  64 

FLORIDA  POWER  t  LIGHT  24 

MATSUSHITA  ELECTRIC  3 

RIO  GRANDE  INDUSTRIES  97 

BLACKSTONE  GROUP*  26 

FNW  BANCORP  94 

MCA  3 

ROCHE  HOLDING  23,  71 

BORLAND  INTERNATIONAL  48 

FORTIS  41 

MCCAW  CELLULAR  COMMUN.  64 

ROCHESTER  TELEPHONE  92 

BOWATER  73 

FREEMAN  SPOGLI*  79 

MCDONNELL  DOUGLAS  83 

ROCKEFELLER  GROUP  52 

BRITISH  AIRWAVS  43 

FUND  AMERICAN  15 

MERCK  7 

ROCKWELL  INTERNATIONAL  32 

BRITISH  PETROLEUM  55,  82 

GENERAL  CINEMA  13 

MERRILL  LYNCH*  63 

RWE  18,34 

BROKEN  HILL  PROPIETARy  39 

GENERAL  ELECTRIC  22,  43,46,  72 

MITSUBISHI  91 

SANOFI  8 

BURLINGTON  RESOURCES  SO 

GEORGIA-PACIFIC  25,  73 

MITSUBISHI  ESTATE  52 

SARA  LEE  23 

CADENCE  DESIGN  SYSTEMS  74 

GOLDEN  VALLEY  MICROWAVE  49 

MITSUI  70 

SCHNEIDER  9 

CAPITAL  HOLDING  76 

GREAT  AMERICAN  COMMUN.  75 

MOBIL  57 

SD-SCICON  77 

CELLULAR  COMMUNICATIONS  5 

GTE  2,10 

MOLSON  86 

SEAGRAM  62 

CENTEl  68,  92 

HAMILTON  OIL  39 

MONSANTO  70 

SEVEN-ELEVEN  JAPAN  51 

CENTRAL  t  SOUTH  WEST  82 

HARCOURT  BRACE  lOVANOVICH  13 

MONTGOMERY  SECURITIES*  69 

SHAWMUT  NATIONAL  93 

CETUS  27,  71 

HASBRO  60 

MURPHY  OIL  59 

SHELL  OIL  45 

SIGNET  90 
SIX  FLAGS  26 
SONY  72 

SOUTH  CAROLINA  NATIONAL  21 
SOUTHEAST  BANKING  96 
SOUTHERN  24 
SOUTHLAND  51 
SQUARE  D  9 

SUPERMARKETS  GENERAL  78 
TEIEFCNOS  DE  VENEZUELA  10 
TELE-COMMUNICATIONS  14 
TENNECO  25 
TIME  WARNER  26 
TONKA  60 
TRYGG-HANSA  37 
TURNER  BROADCASTING  75 
TWA  47 
UAL  54 
UNIFI  50 

UNION  CARBIDE  91 

UNION  TEXAS  PETROLEUM  44,  80 

UNISYS  98 

UNITED  ARTISTS  ENTERTAINMENT  14 
UNITED  BANKS  OF  COLORADO  36 
UNOCAL  45 
US  WEST  56 

US  WEST  NEWVECTOR  56 
UTILICORP  UNITED  68 
VALID  LOGIC  SYSTEMS  74 
VIAG  19 

VIK  BROTHERS  37 
VISTA  CHEMICAL  34 
WACHOVIA  21 
WHIRLPOOL  33 
VUCAIPA  FOOD*  86 

*Boyout  firm  or  investment  banker 
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'aieCoadi 


CA9()s 


One  of  the  finest  academic  insti- 
tutions in  the  country  -  the 
University  of  Miami  -  also  has 
the  #1  college  football  team. 

But  you  should  really  see 
their  computer  team. 

Led  by  veteran  CIO  Lew 
Temares,  the  University  of 
Miami  Information  Resources 
Department  has  been  racking 
up  some  pretty  impressive 
statistics  of  its  own 
over  the  past  10 
years. 

"Service  levels 
are  at  a  record  high.  ^S^^" 
Response  time  has    For  riw  90s. 
been  cut  in  half  and  we're 
always  on  time  and  under  bud- 
get," says  Temares. 

That's  what  happens  when 
you  have  the  right  leader,  a 
hardworking  team  and 
Computer  Associates  software. 

"Everything  we  do  is  built 
around  CA database  and  sys- 
tems software,"  says  Temares. 

"It  gives  us 
one  totally 
integrated 
environment 
across  the 
entire 
University. 
And  that 


University  ov  Miami  CIO 
Lew  Temares,  Ph.D., 
is  on  a  winning  streak 
with  advanced  ca  daiabase 
and  systems  soetware.  , 


keeps  all  our  customers  happy. " 

And  the  game  plan  for  this 
year? 

"Same  as  last  year.  Work 
hard  and  play  to  win." 

(70MPUTER 
y^SSOCIATES 

Sohware  superior  by  design. 


©Computer  Associates  International,  Inc.. 

One  Computer  Associates  Plaza,  Islandia,  NY  11788-7000. 

1-800-CALLCAI, 
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25 

EXECUTIVES 

To 

WATCH 


he  hard  part  was  choosing  just  25.  In  an  economic  en- 
^  vironment  as  stormy  as  this  one,  hundreds  of  execu- 
tives bear  scrutiny  among  the  companies  of  the  BUSINESS 
WEEK  1000.  This  years  roster  of  25  Executives  to  Watch  is 


an  attempt  to  sort  out  those  whose 
careers  have  steered  them  toward  the 
stiffest  challenges— or  presented  them 
with  the  greatest  chances  for  success. 
Neither  place  is  particularly  comfort- 
able. These  men  and  women  were  cho- 
sen because,  for  one  reason  or  another, 
they're  directly  on  the  spot. 

Perhaps  the  most  notable  aspect  of 
this  year's  list  is  the  number  of  execu- 
tives who  were  called  upon  to  fix  a 
troubled  situation.  In  a  year  of  great 
economic  stress,  boards  of  directors 
throughout  industry  were  hardly  shy 
about  replacing  lackluster  performers 
or  bringing  in  new  talent.  Consider 
the  list  of  those  recruited  for  their 
ability  to  stabilize,  energize,  or  turn 
around  a  company  in  flux  or  distress: 
Sally  Frame  Kasaks  at  Ann  Taylor, 
Stanley  Gold  at  L.  A.  Gear,  Brandon 
Tartikoff  at  Paramount  Pictures,  Rob- 


ert Eaton  at  Chrysler,  and  Michael 
Armstrong  at  Hughes.  Eckhard  Pfeif- 
fer  at  Compaq  and  Gerald  Levin  at 
Time  Warner  were  l)oth  tapped  inter- 
nally to  replace  fallen  leaders.  And 
Harvey  Golub  at  American  Express 
was  promoted  to  help  Chairman  James 
Robinson  get  out  of  a  jam. 

That's  not  to  say  every  company  in 
a  fix  chose  a  change  of  leadership.  But 
the  chiefs  of  some  of  the  nation's  most 
important  companies  still  have  their 
work  cut  out  for  them.  IBM's  John 
Akers  faces  the  challenge  of  a  lifetime 
in  trying  to  shake  Big  Blue  loose  from 
its  ljureaucracy.  GM's  Robert  Stempel, 
confounded  by  the  Japanese,  has  to 
endure  the  pain  of  slashing  74,000  em- 
ployees. Boeing's  Frank  Shrontz  must 
figure  out  how  to  fend  off  a  subsidized 
competitor.  And  Caterpillar's  Donald 
Fites  somehow  has  to  come  to  terms 
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Brandon  Tartikoff 

80 

WILLIAM  ESREY 

82 

JOHN  AKERS 
84 

STANLEY  GOLD 
86 

MICHAEL  DELL 


THEODORE  COOPER 
90 

Dl\ne  Price  Baker 
91 

ROBERT  STEMPEL 
92 

NED  JOHNSON 

94 

Gerald  Levin 


95 

Frank  Shrontz 
96 

Richard  Gelb 

98 
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99 

Richard  Rosenberg 
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25  Executives  to  Watch 


willi  his  unions.  Think  the  lieat  is  on?  The  success  or  faikire 
of  these  four  men  could  by  itseh'  alter  the  nation's  trade  l)al- 
ance  for  years  to  come. 

Of  course,  several  members  of  this  year's  j^i'oup  are  on  a 
r(»ll.  The  challenge  they  face  is  to  not  screw  it  up.  Fidelity's 
Ned  Johnson  has  built  a  financial  [powerhouse  that  has  nev- 
er been  more  on  top  of  its  }j,ame.  If  he  keei)s  his  eye  on  the 
competition,  it's  likely  to  remain  that  way.  Borland's  Philijjpe 
Kahn,  who  mana><es  to  stay  on  his  diil  l)ike  as  he  motors  to 
work  each  dav.  moi-e  than  doubled  the  market  value  of 


his  software  comjjany— despite  missing  some  major  product 
introductions.  If  he  really  plans  to  challenge  Microsoft— as 
some  say  he  could— the  software  has  to  hit  the  market 
soon.  Precocious  Michael  Dell,  meanwhile,  is  teaching  the 
world  how  to  sell  discount  PCs.  But  at  age  27,  the  youngest 
Executive  to  Watch  had  better  hope  his  rivals  haven't 
learned  their  lessons  too  well. 

All  told,  it's  a  formidable  list.  Sit  back,  get  comfortable, 
and  read  aliout  what  it's  like  to  find  yourself  on  the  edge— 
of  success  or  failure. 


WHERE  ARE  THEY  NOW:  LOO^^^^^^ 


H^m  Sometimes  with  fan-  knows  plenty  about  court- 

fare,  often  uncere-  rooms.  After  watching  Drexel 

tnoniotisly,  many  go  bankrupt  and  junk-bond  ■■^^k 

I  former  heads  of  chief  Michael  Milken  head 

||||QjQ2^^ri  BUSINESS  WEEK  off  to  jail  for  securities  fi  atid,  IH 

7000  companies  vanish  into  yesterdays  Joseph  shrewdly  teamed  up  with  the 

news.  Ever  wonder  what  they're  up  to?  Feds.  His  new  job?  A  "consultant"  to 


Here's  a  satnpling.  ^P^^"'''^H  ^^^^  firm's  legal  ac- 

John  H.  Gutfreund,  Salomon  W^^M^-,  ^|  ^^''^  against  Milken. 
Brothers  Inc.'s  cigar-chomping  Hi^^^^^iufll  Haid  times  also  dealt  a  blow 
former  chairman,  gets  the       ^Py^>^  4^|     Joseph  "Rod"  Canion,  co- 
award  jor  last  year's  most       |    Br  J       |  founder  of  Compaq  Computer 
visible  ouster.  After  the  Trea-   HQQ^IB  Corp.  He  got  booted  last  year 
sury  Dept.  caught  Solly  cheating  at         when  eartun^  plummeted  Now  he's 
government  bond  auctions,  he  has  ex-      perusing  business  proposals  in  Houston 

^^iled  himself  to  a  sec-     and  pUins  a  comeback.  A  PC  venture 
ond  home  in  Paris.      doesn't  top  his  agenda. 
With  the  Salomon       J.  Richard  Munro  chose  his  own  de- 
pmbe  continuing        parture  date  from  Ttme  Iru:  ^KKKS 
his  homecoming  when  he  merged  the  publish-  ^^sH 

could  well  take  place    er  with  Steven  J.  Ross's  KMH 
in  a  New  York  courtroom.  Warner  Communications.  He  HhS 

Frederick  H.  Joseph,  the  former  CEO  is  keeping  busy  as  co-chair-  I  ^ 
of  Drexel  Bumham  Lambert  Inc.,  man  of  President  Bush's  H^D 


H  \B  Points  ef  Light  Foundation.  • 
B  And  he's  active  as  a  Time 
Warner  Inc.  director:  He 
agreeet  to  the  ouster  of  his  old 
^^^1  protege,  Nicholas  J.  Nicholas 
Jr.,  as  heir  to  Ross. 

Speaking  of  dealrruikers,  Donald  Kelly 
and  Gerald  Tsai  Jr.  are  making  waves. 
Kelly,  along  with  Kohlbetg  Kravis 

bou^jt  Beatrice  Cos.      ^^Kj^  f  «H 

in  1986  and  made      '^^HV  '^1 
millions  selling  off  ^BQl 
the  pieces.  But  today  I 
lie's  struggling  to  res-  H^HuIUHB 
cue  Envirodyne  Industries  Inc.  fiom 
bankruptcy.  Tsai,  who  says  he  has 
been  looking  jor  the  perfect  deal  ever 
since  he  left  Primerica  Corp. 
in  1989,  plunked  down  $25 
million  for  44%  of  Delta  Life 
&  Annuity  Co.  in  February. 
"Delta  Life  is  going  to  be  my 
new  hobby,"  he  says. 
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randon  Tartikoff  has  had  his 
share  of  troubles.  In  1981,  he 
'eloped  Hodgkin's  disease  while 
ping  to  lay  the  gi'oundwork  for  Na- 
lal  Broadcasting  Co.'s  rise  to  the 
of  the  ratings  charts.  Then  last 
ir,  he  and  his  8-year-old  daughter 
"e  badly  injured  in  a  car  wreck  near 
ce  Tahoe.  "I've  never  seen  a  strong- 
person,"  says  ex-NBC  Chairman 
int  A.  Tinker  of  Tartikoff's  success- 
struggle  against  cancer.  "He  looked 
:l-awful  and  had  to  wear  a  wig  be- 
se  his  hair  fell  out.  But  I  couldn't 
him  to  take  a  day  off." 
rartikoff's  current  challenge  would 
m  to  be  a  breeze  by  comparison, 
t  it's  still  the  talk  of  Hollywood, 
er  since  he  took  over  Paramount 
tures  Corp.  last  July,  wags  have 
?n  asking  whether  the  television 
iz  kid  who  gave  America  The  Cosby 
>w  and  Hill  Street  Blues  can  transfer 
t  magic  to  the  big  screen.  More  im- 
'tant,  they  wonder:  Can  a  man 
ose  NBC  resume  includes  such  mo- 
-theater  flops  as  Elvira:  Mistress  of 
Dark  and  Square  Dance  energize 
tudio  plagued  by  management  tur- 


moil, cost  overruns,  and  box  office 
bombs? 

Tartikoff,  43,  will  let  those  ques- 
tions answer  themselves.  In  the  mean- 
time, he  has  made  sure  everyone 
knows  who's  in  control  of  Paramount. 
Martin  S.  Davis,  chairman  of  parent 
Paramount  Communications  Inc.,  gave 
him  free  rein  to  fire  most  of  the 
studio's  top  executives,  along  with  10% 
of  its  1,100  employees.  And  despite  his 
quick  wit  and  easy  manner,  Tartikoff 
rankled  some  in  Hollywood  by  lectur- 
ing old  hands  on  how  to  "youthify" 
their  movies,  while  stubbornly  refusing 
to  return  phone  calls— a  definite  no-no 
in  Tinseltown. 

His  track  record  so  far  has  been  de- 
cidedly mixed.  Paramount's  All  I  Want 
for  Christinas,  which  was  hastily 
slapped  together  for  about  $12  million, 
fizzled  miserably  at  the  box  office.  But 
then  the  $14  million  Wayne's  World, 
adapted  from  NBC's  Saturday  Night 
Live,  cleaned  up  all  across  the  country. 
In  its  first  three  weeks,  the  film  pulled 
in  an  impressive  $57  million. 

It  will  probably  take  until  summer 
to  really  see  if  Tartikoff  has  retained 


BRANDON 

Tartikoff 

Tartikoff,  with  a  rash 
of  firings,  has  let  every- 
body know  who's  in 
charge  of  Paramount 
Pictures.  And  with 
some  very  pricey  offer- 
ings among  the  19  fea- 
tures planned  for  release 
this  year,  the  former  TV 
whiz  kid  has  definitely 
put  himself  on  the  line 


his  golden  touch.  That's  when  two  ea- 
gerly awaited  flicks  hit  the  theaters 
nationwide:  Tom  Clancy's  Patriot 
Games,  with  Harrison  Ford,  and 
Boomerang,  starring  Eddie  Murphy. 
Neither  is  cheap,  so  Tartikoff  has  defi- 
nitely put  himself  on  the  line.  And  yovi 
can  bet  Marty  Davis  and  Paramount 
Communications  President  Stanley  R. 
Jaffe  will  be  watching  closely. 

All  told,  Paramount  plans  to  re- 
lease 19  films  over  the  next  year,  in- 
cluding the  latest  offering  in  the  Naked 
Gun  series  and  a  new  Rodney  Dan- 
gerfield  feature.  Tartikoff  is  also  look- 
ing forward  to  producing  two  new  syn- 
dicated shows  for  TV:  a  spinoff  of  Star 
Tt^ek:  The  Next  Generation  and  a  show 
based  on  The  Untouchables. 

Tartikoff  says  he  left  the  television 
network  business  because  he  "didn't 
want  to  be  some  guy  50  years  old, 
trying  to  fix  Friday  night  at  NBC."  He 
doesn't  need  to  worry  about  that  any- 
more. But  the  task  of  fixing  Paramount 
Pictures  under  the  glare  of  the  spot- 
light should  keep  him  busy  seven  days 
a  week. 

By  Ronald  Grover  in  Los  Angeles 
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I  i/luully  any  business  day  o/any  week.  Ciulfslream  IVsareseen  wailingan 
the  ramps  of  airports  sen  ing  the  major  business,  financial  andgo\  ernment 
centers  of  Europe. 


The  range  and  speed  of  the  Gulfstream  I\  make  it  ideally  \uih  ■il/urJie 
comparatively  long  distances  in\  ol  vedm  most  business  andgox  'ernmentj^ 
travel  in  the  Pacific  rim. 


Global  access  and  tm 
are  synonymous. 


It  is  interesting  to  contemplate  how  many  other 
business  jet  manufacturers  seem  to  have  discovered 
the  world  lately. 

The  fact  that  they  are  now  advertising  the  "global" 
capabilities  of  their  airplanes,  of  course,  simply 
reflects  their  anxiety  to  capitalize  on  the  changing 
perspectives  of  business  as  a  whole. 

For  many  major  corporations,  a  worldwide  search 
for  opportunities  has  become  not  merely  a  quest  for 
growth,  but  perhaps  survival. 

This  search  is  also  triggering  deeper  change. 
Corporate  strategies  to  achieve  global  objectives 
are  reshaping  virtually  everything  we  thought  we 
knew  about  the  business  of  doing  business.  If  this 
weren't  enough,  the  once-familiar  world  order  is  in 
economic,  political  and  sociological  upheaval. 

And  yet,  for  all  the  astonishing  speed  with  which 
it  is  changing,  the  global  arena  is  one  in  which  delib- 
erate, face-to-face  communications  between  principal 
decision-makers  are  more  vital  to  success  than  ever 
before. 

That  should  not  be  surprising. 

Whether  it  is  at  home  or  abroad,  in  business  or  in 


government,  personal  involvement  is  still  the  constant 
in  assessing  and  managing  challenges.  Nothing  takes 
the  place  of  being  there  and  seeing  things  for  yourself. 

Which  brings  us  back  to  those  other  business  jets 
and  our  thoughts  about  them. 

Any  airplane  can  take  you  from  Point  A  to  Point 
B.  The  farther  the  distance  between  those  two  points, 
however,  the  more  capable  the  aircraft  has  to  be.  If 
they  are  continents  apart,  it  is  imperative  that  the 
machine  satisfies  the  most  demanding  criteria  for 
size,  range,  speed,  airport  performance,  engine  relia- 
bility and  systems  dependability 

No  airframe  manufacturer  knows  more  about 
designing  and  building  business  airplanes  with  all 
this  in  mind  than  we  do. 

Worldwide  business  flying  was  pioneered  and 
proven  by  our  Gulfstream  II  business  jets  throughout 
the  1970s. 

The  global  reach  of  the  Gulfstream  III,  demon- 
strated so  convincingly  during  the  1980s,  is  no  less  in 
the  1990s. 

Today's  Gulfstream  IV,  with  range,  speed,  size  and 


ighm 
seon 


This 


Ins 


We  invite  you  to  send for  "Operating  Business  A  ircraft:  Financial  Benefits  and  Intangible  Advantages"  a 
highly  informative  and  objective  look  at  how  and  why  the  investment  in  corporate  aircraft  such  as  the 
Gulfstream  I  Vcan  return  important  dividends  to  your  organization  in  terms  of  productivity  and  increased 
management  effectiveness.  To  receive  your  free  copy,  write  on  your  letterhead  to  Gulfstream  Aerospace 
Corporation.  Marketing  Ser\'ices,  Mail  Station  B04.  PO.  Box  2206.  Savannah.  Georgia  31402  U.S.A. 


itream  IVs  are  familiar  visitors  at  airports  throughout  the  The  Gulfstream  IV  reduces  i  lie  distance  between  Australia  and  the  United 

'le  East,  and  nearly  every  nation  in  the  region  takes  advantage  of  States  to  one  stop,  compared  with  the  two  or  more  stops  required  by  other 

:t reams  to  conduct  its  affairs.  business  aircraft. 


rulfstream  IV 


ht  management  technology  superior  to  anything 
on  the  market,  is  almost  universally  regarded  by 
ition  professionals  as  the  finest  aircraft  of  its  type, 
"his  amazing  business  jet  can  fly  you  and  8, 10, 12 
nore  of  your  key  executives  and  staff  nearly  5,000 
ute  miles  non-stop,  equalling  or  exceeding  com- 
*cial  airline  timetables.  It  gives  you  global  access 
h  uncompromised  timeliness,  convenience  and 
jrity 

t  can  also  fly  short  trips  efficiently  and  cost- 
ctively  You  can  go  to  places  where  airline  service 
ither  impractical  or  impossible,  often  visiting 
iva\  locations  in  a  single  day,  optimizing  your 
e  and  energies. 

n  short,  the  Gulfstream  IV  has  an  uncommon 


versatility  that  makes  it  uncommonly  productive. 

Which  brings  us  back  to  the  idea  of  being  there 
and  seeing  things  for  yourself. 

We  invite  you  to  take  a  first-hand  look  at  the 
Gulfstream  IV  on  an  actual  business  trip  you  and  your 
key  executives  need  to  make  somewhere  in  the  world. 

You  see,  more  than  150  of  these  remarkable 
machines  are  at  work  today,  flying  your  peers  wher- 
ever their  business  takes  them,  at  home  or  abroad. 
A  full-scale  demonstration  trip  can  show  you  the 
advantages  they  already  enjoy,  while  you  discover 
what  global  capabilities  in  a  business  jet  are  all 
about.  Robert  H.  Cooper,  Senior  Vice 
President,  Gulfstream  Marketing,  is  the  ^jZC 
person  to  talk  to.  Call  (912)  964-3234.  (.uifscrcam 


The  Gulfstream  IV 


Uncommonly  versatile, 
uncommonly  productive. 


©Gulfstream  Aerospace  Corponalion 


25  EXECUTIVES  TO  WATCH 


William  esrey 

Sprint  may  have  'lost  its  way,'  but  Esrey  is  determined  to  find  the  road  back. 
He  is  concentrating  on  long-distance  services  to  homes  and  small  businesses, 
where  Sprint  got  creamed  last  year,  and  will  shift  first-half  profits  to  advertising 


illiam  T.  Esrey  likes  to  tempt 
fate.  Last  year,  the  chairman 
of  Sprint  Corp.  went  to  the  Canadian 
Rockies  to  pursue  a  favorite  pastime- 
flying  to  remote  mountain  peaks  by 
helicopter  and  skiing  down  through 
deep  powder  snow.  His  wife,  Julie, 
didn't  want  him  to  go,  especially  since 
10  skiers  had  died  in  an  avalanche 
while  helicopter  skiing  the  week  be- 
fore. Esrey  went  anyway.  "When  the 
helicopter  lets  you  off,  you  don't  know 
how  you're  going  to  get  down,"  he 
says.  "But  you  have  no  choice." 

It  must  be  a  familiar  feeling.  With 
American  Telephone  &  Telegraph  Co. 
and  MCI  Communications  Corp.  com- 
ing on  strong,  the  nation's  No.  3  long- 
distance company  is  facing  an  ava- 
lanche of  competition.  While  Sprint  is 
fighting  back,  it  clearly  has  been 
bogged  down  by  high  costs  and  en-atic 
marketing.  Its  revenues  last  year  rose 
only  5.2%,  to  $8.8  billion,  compared 
with  a  rise  of  almost  10%  at  rival  MCI. 
"The  company  is  losing  momentum," 


says  analyst  Jack  Grubman  of 
PaineWebber  Group  Inc.:  "Sprint 
seems  to  have  lost  its  way." 

Esrey,  52,  is  determined  to  find  the 
way  back.  He  emphasized  his  commit- 
ment to  the  company's  long-distance 
business  in  February  when  he  changed 
the  name  to  Sprint  Corp.  from  the  im- 
personal United  Telecommunications 
Inc.  And  while  he  won't  ignore  com- 
mercial accounts,  he  insists  Sprint  will 
concentrate  anew  on  long-distance  ser- 
vice for  homes  and  businesses  with 
single  telephone  lines.  That's  the  mar- 
ket where  the  company  got  creamed 
last  year. 

Critics,  however,  fault  Esrey  for  zig- 
zagging between  two  contradictory 
goals:  increasing  Sprint's  market  share 
and  improving  its  profits.  Last  year, 
putting  the  emphasis  on  earnings,  he 
slashed  advertising  spending  25%, 
prompting  rivals  to  crank  up  their 
marketing  machines  to  steal  Sprint 
customers.  "If  I  had  it  to  do  over 
again,  I  wouldn't  have  done  that,"  the 


Sprint  executive  admits.  Now,  he'll 
have  to  sacrifice  this  year's  first-half 
profits  as  he  gears  up  the  advertising 
program  all  over  again. 

And  Sprint  still  hasn't  fully  recouped 
from  past  billing  snafus,  although  Es- 
rey says  the  problems  have  been  fixed. 
Mistakes  on  bills  prompted  Woolworth 
Corp.'s  director  of  telecommunications, 
William  J.  Johnson,  to  switch  to  MCI  in 
1989.  He's  willing  to  reconsider  Sprint 
when  his  MCI  contract  expires  in  1993, 
but,  he  says,  "They'll  have  to  prove 
themselves  again." 

To  help  raise  cash,  Esrey  says  he 
would  consider  selling  some  of  Sprint's 
local  telephone  companies.  And  he 
won't  rule  out  a  marriage  with  a  com- 
pany such  as  British  Telecommunica- 
tions PLC.  Investors  remain  wary,  l)ut 
Esrey  is  confident  that  he  can  produce 
results.  It's  something  like  standing 
on  top  of  that  mountain:  He  really  has 
no  choice. 

By  Mark  Leivyn  in  Washington  and 
Peter  Coy  in  New  York 
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"We're  a  small  human  resource: 
consulting  lirm,  and  we  can't 
afford  to  make  mistakes." 

■"So  when  I  called  Pitney 
Bowes,  I  was  very  clear  about 
what  I  was  looking  for  in  a 
mailing  system.  I  wanted  to 
know  when  it  could  be 
delivered,  how  much  it 
would  cost  and  what  kind 
of  service  commitment  they 
were  willing  to  make." 

■"Our  Pitney  Bowes 
representative  quoted  me  a 
price,  explained  the  service 
contract  and  promised  me  a 
system  in  two  weeks. ..then  we 
shook  on  our  agreement.  Well 
I  went  away  on  a  business 
trip. ..and  when  I  returned  four 
days  later,  our  new  Pitney 
Bowes  meter  and  scale  were 
up  and  functioning." 

■■|  was  elated.  It  was  a 
very  pleasant  surprise  to  see 
that  a  large  company  like 
Pitney  Bowes  would  treat  a 
small  customer  with  such 
professionalism  and  courtesy." 

"A  lot  of  companies  preach 
customer  service.  Pitney 
Bowes  delivers." 

Al  Pitiicy  Bowes,  customer 
satisfaction  is  a  comittitment 
that's  at  the  very  filler  of 
our  hiisiiicss.  It  shapes  the 
attitudes  and  actiotis  of  our 
people.  Ami  it's  reflected 
in  the  tpiality  and  reliability 
of  our  products.  What's 
more,  we  hack  it  up  with 
our  Customer  Satisfaction 
Guarantee.^'  For  more 
information,  call  J-SOO- 
MR  BOWES  e.\t.  3I)6S. 


4(. 


Pitney  Bowes  went  above  and 
beyond  the  call  to  serve  our 
mailing  needs.  They're 


an  exceptional 
company." 


George  Anderson 

Vice  President,  Executive  Recruiting 
Gans,  Gans  and  Associates 
Chicago,  Illinois 


Lea 


code 


iWI  Pi(in.\  Bowes  Inc 


25  EXECUTIVES  TO  WATCH 


JOHN 
AKERS 


In  pursuing  his  vision 
of  a  more  focused, 
competitive  IBM,  Akers 
faces  a  ticklish  job- 
decentralizing  the 
$65  billion  monolith 
that  it  took  his  prede- 
cessors years  to  create 


BM  Chairman  John  F.  Akers  used 
to  display  an  ahnost  reo;al  persona 
during  his  infrequent  pubUc  appear- 
ances. When  the  company  briefed  Wall 
Street  analysts,  for  instance,  he  would 
open  with  a  quick  speech,  field  a  few 
questions,  and  depart.  But  at  the  last 
such  meeting,  in  December,  Akers,  57, 
plunged  into  a  crowd  of  analysts  and 
reporters,  determined  to  win  over  his 
skeptical  audience.  Yes,  he  said,  his 
bold  plan  to  thoroughly  remake  the 
$65  billion  computer  giant  would  mean 
more  pain  and  risk.  But  it  would  even- 
tually yield  a  new  and  far  more  com- 
petitive IBM. 

The  stakes  are  rising  for  this  ex- 
Navy  fighter  pilot  as  he  struggles  to 
yank  IBM  out  of  its  tailspin.  He  turns 
60  in  1994,  and,  if  tradition  holds,  will 
retire  then  as  chief  executive.  But 
some  industry  observers  are  beginning 
to  ask  what  he'll  leave  behind.  The 
company  booked  its  first  annual  oper- 
ating loss  last  year— $.564  million.  And 
so  far,  creating  an  all-new  IBM— leaner, 
fleeter  afoot,  and  delivering  its  tradi- 
tional 18%  return  on  efjuity- is  a  goal 
that  has  eluded  him  in  seven  years  as 
CEO.  Closing  plants,  axing  60,000  em- 
ployees, and  reorganizing  U.  S.  opera- 
tions have  yet  to  make  IBM  the  growth 
machine  it  once  was. 

Now,  Akers'  ambitious  plan  is  to 


carve  the  monolithic  company  into  a 
gi"oup  of  quasi-indei)endent  units,  each 
of  which  will  focus  on  its  particular 
markets.  They  will  enjoy  new  fi'eeflom 
to  do  what  it  takes  to  win,  whether 
that's  merely  joining  with  other  suppli- 
ers on  sales  calls  or  selling  equity 
stakes  in  IBM  divisions.  Akers'  corpo- 
rate office  will  become  essentially  a 
holding  company,  setting  financial  goals 
for  the  mini-IBMs  and  managing  some— 
but  only  some— of  the  potential  con- 
flicts between  them. 

It's  a  ticklish  job  that  Akers  faces, 
dismantling  much  of  what  his  predeces- 
sors built  in  the  1970s  and  early  1980s. 
They're  watching  over  his  shoulder 
from  seats  on  the  board  and  various 
executive  committees.  Having  forecast 
strong  growth  through  the  1980s,  they 
had  built  too  many  new  factories  and 
overexpanded  the  work  force.  Then, 
the  advent  of  microprocessors— the 


powerful  chips  that  drive  PCs  and 
workstations— changed  all  the  rules. 
Now,  IBM  has  to  compete  in  the  high- 
growth  PC  and  workstation  markets 
while  milking  its  $30  billion  mainfi'ame 
business  as  long  as  possible.  The  trou- 
ble is  that  with  each  turn  of  the  crank 
in  technology,  the  desktops  can  do 
more  of  the  mainframe's  work,  often  at 
a  hundredth  or  less  of  the  cost. 

An  avid  reader  and  sportsman, 
Akers  has  been  clocking  long  hours 
trying  to  push  his  reorganization 
through.  He  has  been  so  busy  that  he 
missed  his  annual  winter  ski  trip  this 
year.  It  hasn't  helped  that  several  of 
his  top  lieutenants  have  left  the  com- 
pany, fueling  speculation  that  Akers 
may  stay  on  as  CEO  beyond  1994.  Even 
if  he  does,  it  will  be  a  tall  order  to 
complete  the  task  of  making  IBM  com- 
petitive again. 

By  John  W.  Verity  in  Neiv  York 
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John  Thomas:  Ford  Employee 


I  want  you  to  be  as  proud  of  your  car  or  truck  as  I  am  to  build  it!' 


At  Ford  Motor  Company, 
quality  begins  on  the  draw- 
4  ing  board  and  extends  all 
the  way  through  to  dealer 
i        service.  However,  no- 
i       where  is  quality  more 
W       important  than  in  the  way 
we  build  our  cars  and 
-i:  trucks.  Proof  of  that  is  the 
fact  that  for  11  years  in  a 
row  Ford  Motor  Company 
has  designed  and  built 
the  highest  quality  Amer- 
ican cars  and  trucks*— 
~  and  that's  a  lot  to  be 
proud  of. 


Lincoln  •  Mercury  •  Ford  Trucks 


|UALITYISJ0Bi:rrSW0RKIN6. 

iuckle  up-Together  we  can  save  lives  Always  Insist  on  genuine  Ford  Motor  Company  collision  repair  parts 

!ase0  or)  an  average  of  pwrier-reported  protJletTis  in  a  series  of  surveys  of 'SV  ,  ,     ,  ,   .  ,,v,. 


25  EXECUTIVES  TO  WATCH 


Stanley 
Gold 


Reviving  L.  A.  Gear 
may  be  the  toughest 
challenge  yet  for  Roy 
Disney's  turnaround 
expert.  Gold  must  find 
a  way  to  rebuild  the 
brand's  image  with 
the  fickle  teenagers 
who  were  behind  the 
company's  boom  in 
the  late  '80s 


t's  a  stai)le  of  Los  Angeles  deal- 
making  lore  that  investment  bank- 
ers eager  to  snare  the  attention  of 
Stanley  Gold  should  show  up  at  the 
I't'LA  track  for  the  financier's  5:45  a.m. 
run  with  Walt  Disney  Co.  President 
Frank  Wells.  These  days,  hankers  who 
really  want  to  catch  CJold's  eye  should 
come  sporting  a  pair  of  L.  A.  Gear 
sneakers. 

L.  A.  Gear,  the  ailing  shoemaker  in 
Marina  del  Rey,  Calif.,  is  the  latest 
challenge  for  Gold,  Roy  Disney's  canny 
ac(|uisition  scout  and  turnaround  ex- 
pert. Through  Disney's  investment 
comjiany,  Shamrock  Holdings  Inc.,  Gold 
has  helped  revive  the  likes  of  Walt 
Disney  Co.,  oil  driller  Enterra,  and 
soybean  processor  Central  Soya.  But 
L.  A.  Gear  may  1)6  his  toughest  fixer- 
upper  yet— not  the  least  because  Gold 
has  sunk  a  chunk  of  his  own  money  in 
the  deal. 

Golfl,  49,  has  been  running  the  No.  'i 
sneaker  maker  since  last  September, 
when  Ti'efoil  Capital  Investors  LP  paid 
$100  million  for  a  one-third  stake  in 
the  capital-strapped  company.  Ti'efoil,  a 
$450  million  [lartnership,  was  formed  in 


1089  with  money  from  several  sources, 
including  Roy  Disney  (the  nephew  of 
Walt  Disney)  and  Gold.  Owning  a  piece 
of  L.  A.  Gear  won't  change  his  manage- 
ment style.  Gold  insists.  "You  don't  do 
this  for  money,  you  do  it  to  win." 

He's  off  to  a  fast  start.  Gold  already 
has  replaced  L.  A.  Gear's  brass  with 
nearly  a  dozen  new  managers,  includ- 
ing President  Mark  Goldston,  a  for- 
mer top  Reebok  International  Ltd. 
marketing  executive.  He  has  also  been 
slashing  inventory  and  wooing  back 
angi\v  retailers.  The  key  will  be  wheth- 
er marketing  whiz  Goldston  and  team 
can  find  a  way  to  rebuild  the  brand's 
image  with  the  fickle  teens  who  were 
behind  L.  A.  Gear's  boom  and  bust  in 
the  late  198()s. 

Another  goal:  to  win  a  chunk  of  the 
men's  athletic  shoe  market,  where 
L.  A.  Gear  stumbled  badly  because  of 
shoddy  shoe  quality.  In  one  embarrass- 
ing incident,  an  L.  A.  Gear  sneaker 
worn  by  a  Marquette  University  bas- 
ketball player  fell  apart  during  a  tele- 
vised game.  Gold's  strategy  is  to  down- 
play the  tarnished  L.  A.  Gear  name, 
improve  quality,  and  set  prices  in  the 


$40  to  $120  range,  a  l)it  lielow  those  of 
Nike  Inc.  and  Reebok. 

Between  turnarounds.  Gold's  pas- 
sion is  traveling  and  working  with 
CARE  t'SA.  A  director  of  the  charity, 
he  visits  its  projects  around  the  world. 
He  has  dug  ditches  in  Ecuador  and 
plans  a  trip  to  Nepal  next  year. 
Primitive  art  on  the  walls  of  his 
Burbank  office  documents  his  travels: 
masks  from  New  Guinea,  pots  from  an 
archaeological  dig  near  Jerusalem,  and 
carvings  from  Burma. 

Gold  doesn't  draw  a  salai'y  at  L.  A. 
Gear.  But  a  Shamrock  affiliate  got 
$3.75  million  for  closing  the  deal  and 
will  l)e  paid  $1.8  million  in  consulting 
fees  for  three  years.  Gold  is  already  af- 
ter new  acquisitions.  A  self-described 
contrarian,  he's  scouting  hard-hit  man- 
ufacturing companies,  particularly  con- 
sumer goods  makers  with  health-  or 
enviroiunent-conscious  products.  With 
so  much  to  do,  "I'm  running  a  little 
out  of  breath,"  he  admits.  Ti-anslation: 
Dealmakers  clamoring  for  his  atten- 
tion these  days  will  have  to  run  even 
faster  to  keep  up. 

Bi/  Kathleen  Kenrin  in  Los  Angeles 
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>rice  breakthrough!  A  486  SX  PC 
w  n999-with  "The  Works!" 


The  new  Tandy®  4825  SX: 


MS-DOS®  5.0,  Microsoft 
Windowsf^  and  Works  for 
Windows  prC'lnstalled 
I  Fast  25  MHz  80486  SX, 
with  ability  to  upgrade 


■  120MB  hard  drive  with 
256K  cache  for  fast 
performance 

■  4MB  of  RAM,  expandable 
to  32MB  on  main  board 

■  SuperVGA  graphics  with 
512K  VRAM,  expandable 
to  1MB 

■  1.44MB  floppy  drive 

■  Includes  two-button 
mouse  for  ease  of  input 
with  Windows  and  Works 

■  Monitor  sold  separately 

Available  at  Radio  Shack®, 
j\merica's  Technology  Store^ 


m 

1 

TANDY 
482BSX 

■^1     .„J     ,j  iji 


25  EXECUTIVES  TO  WATCH 


Michael  Dell 

In  a  year  that  was  tough  on  earnings  at  IBM  and  Compaq, 
Dell  Computer's  revenues  grew  63%.  But  now  some  formidable 
foes  are  cloning  the  27-year-old  CEO's  direct-marketing  strategy 


or  Michael  S.  Dell,  the  price  war 
in  the  PC  industry  isn't  brutal 
enough.  After  all,  he's  an  expert  at 
hawking  custom-built  IBM  clones  at 
lower  prices  than  almost  anyone  else. 
As  Dell  sees  it,  the  real  competition 
has  yet  to  begin:  "I  thought  it  would 
have  been  much  more  intense  by  now." 

That's  quintessential  Dell.  The  brash 
27-year-old  chief  executive  enjoys  put- 
ting the  .screws  to  rivals,  especially 
big  ones.  At  a  time  when  influstry  stal- 
warts IBM  and  Compacj  are  posting 
terrible  earnings  reports,  Dell  Com- 
puter Corp.,  based  in  Austin,  Tex.,  is 
scoring  record  sales  and  earnings  with 
bargain-jjriced  PCs.  Byj^assing  dealers— 
the  usual  distribution  channel— Dell 
keeps  prices  low  by  selling  its  com- 
puters through  the  mail  and  using  oth- 
er direct-marketing  techniques. 

But  confidence  is  one  thing,  hui)ris 
another.  Dell  can't  afford  to  get  the 
two  confused.  PC  makers  in  general 
are  slashing  prices  in  an  effort  to  re- 
gain market  share  from  Dell,  and  some 


formidable  foes  are  even  playing  copy- 
cat. Giant  Digital  E(iuipment  Corp.  re- 
cently entered  the  PC  mail-order  busi- 
ness and  IBM  may  do  the  same.  Then 
there  are  upstarts  such  as  Zeos  Inter- 
national Ltd.  and  Gateway  2000.  These 
hot-gi'owth  companies  sell  through  the 
mail,  as  well,  but  by  offering  a  little 
less  service,  they  have  been  under- 
cutting Dell's  prices  significantly.  "Ev- 
eryone's trying  to  do  what  Dell  is  do- 
ing," the  young  entrepreneur  sniffs. 
"But  I've  never  seen  a  company  do 
well  playing  catch-up." 

A  former  computer  hacker,  Dell  has 
blazed  quite  a  trail  since  the  days  of 
selling  clones  out  of  his  college  dorm 
room.  Revenues  grew  6.3%  last  year,  to 
$890  million,  while  profits  rose  87%, 
to  $.51  million.  His  knack  for  entre- 
l)reneurship  showed  up  early.  A  Hous- 
ton native,  Dell  made  $2,000  organizing 
a  nationwide  stamp-collection  auction 
when  he  was  12.  And  by  17,  he  was 
buying  a  BMW  out  of  the  $18,000  he 
earned  as  the  Houston  Post's  top  sub- 


scription salesman.  He  founded  Dell  in 
1984,  at  the  ripe  old  age  of  19. 

In  the  early  days,  Dell  often  worked 
17-hour  days  and  slept  on  a  cot  in  his 
office.  But  marriage  in  1989  has  mel- 
lowed him.  The  bunk  is  gone,  and  he 
recently  took  a  rare  two-week  vaca- 
tion with  his  wife  and  new  baby 
daughter.  He  couldn't  resist  communi- 
cating with  the  office  daily  by  com- 
puter, though. 

Dell  needs  to  keep  working  hard. 
It  will  be  difficult  to  drive  down  costs 
while  beefing  up  R&D  and  finding  new 
places  to  grow.  As  he  expands  over- 
seas, Dell  is  using  partners.  A  strong 
presence  in  Europe  has  driven  interna- 
tional sales  to  .36%  of  the  company's  to 
tal.  To  help  push  that  to  .50%,  Dell  re- 
cently signed  a  deal  with  Xerox  Corp. 
to  distribute  his  machines  in  19  Latin 
American  countries.  "To  assume  we're 
standing  still  is  obviously  a  mistake," 
Dell  says.  A  similar  assumption  about 
his  rivals  would  be  equally  misplaced. 
By  Ste})h(mie  Anderson  Forest  in  Dallas 
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25  EXECUTIVES  TO  WATCH 


Theodore 
Cooper 

Patents  are  expiring  on 
drugs  that  accounted  for 
half  of  Upjohn's  1991 
profits,  and  Cooper 
must  scramble  to  devel- 
op compounds  that  will 
fill  the  gap  in  the 
company's  pipeline 


s  a  former  director  of  the  Na- 
tional Heart  Institute,  Dr. 
Theodoi'e  Cooper  knows  the  value  of 
keeping  fit.  That's  why  the  63-year- 
f)ld  Upjohn  chairman  often  is  out  of 
the  sack  by  5  a.m.,  heading  out  for  an 
hour-long  walk  iiefore  he  showers  and 
hoi)s  in  his  Chevy  Blazer  foi'  the  dri\  r 
to  work. 

Too  had  his  Kalamazoo  (Mich.)-l)ased 
drug  comitany  isn't  as  easy  to  keep  in 
shape.  Cooper  is  liusy  trying  to  find 
new  compounds  to  make  up  for  loom- 
ing patent  expirations  on  four  drugs 
that  accounted  for  roughly  half  of  Up- 
,if)hn  Co.'s  1991  profits  of  $537.4  mil- 
lion on  $3.4  billion  in  sales.  To  make 
matters  even  worse,  one  of  those 
di'ugs  is  the  controversial  Halcion.  The 
sleep  medication  has  been  banned  in 
Britain  and  elsewhei'e  overseas  for  feai' 
that  it  may  cause  such  side  effects  as 
depression.  And  the  U.S.  Food  &  Drug- 
Administration  is  investigating  whether- 
Upjohn  fuflged  Halcion  research  re- 

_^    suits— news  that  has  devastated  sales. 

9,       Upjohn  has  counterattacked  fiercely. 

1  It  denies  it  did  anything  wrong,  while 
^    insisting  Halcion  is  safe.  The  company 

2  has  hit  its  British  critics  and  news  me- 
5  dia,  including  the  P.BC',  with  libel  suits, 
r  In  the  U.  S.,  scientific  evidence  Upjohn 
i  has  marshaled  has  so  far  i)ersuaded 
o    the  FDA  to  keej)  the  drug  on  the  mar- 


ket. But  Oppenheimer  &  Co.  analyst 
Steven  B.  Gerber  figures  Halcion  sales 
this  year  will  fall  at  least  16%,  to  $200 
million. 

The  other  drugs  with  patent  expi- 
I'ations  coming  in  1993  and  1994  will 
leave  even  l)igger  holes  in  profits.  The 
biggest  is  Xanax,  an  anti-anxiety  drug 
with  1991  sales  of  $595  million,  fol- 
lowed by  a  diabetes  treatment  called 
Micronase  and  the  painkiller  Ansaid. 
All  four-  drugs  "represent  a  third  of 
revenues  and  50%  of  earnings,"  says 
analyst  Ronald  Nordmann  of  Paine- 
Webber  Inc.  Moody's  Investors  Ser- 
vice downgraded  Upjohn  debt  in 
Mai'ch,  citing  the  expirations. 

Cooper  has  beefed  up  research  and 
development  to  search  for  replace- 
ments for  the  soon-to-be-unprotected 
drugs.  U'lijohn  R&D  spending  in  1990 
amounted  to  14.1%  of  sales,  well  above 
the  industry  average  of  10.3%.  He's 


also  been  forging  alliances  with  other 
companies  to  give  his  salespeople  more 
pi'oducts  to  offer. 

But  so  far  the  i)ay()ff  has  been  dis- 
appointing. Upjohn  "has  among  the 
least  impressive  new-drug  i)ipelines  in 
the  U.  S.  drug  industry,"  says  Oppen- 
heimer's  Gerber.  Cooper  insists  that 
coming  new  jn-oducts  will  fill  in  the 
gaps  just  fine,  and  he  points  to  Free- 
dox,  which  shows  promise  for  treat- 
ing head  injuries.  With  FDA  approval, 
it  could  be  on  the  market  as  early  as 
1994.  But  since  use  would  be  limited, 
Wall  Street  analysts  peg  annual  sales 
at  a  modest  $200  million.  Other  possi- 
bilities in  view  also  leave  Wall  Street 
cold. 

When  chilly  winds  lilew  in  Kalama- 
zoo this  winter.  Cooper  exercised  on 
his  new  ti'eadmill.  Now,  if  he  can  just 
mai'ch  Upjohn  out  of  the  storm. 

B//  David  Woodruff  in  Detroit 
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25  EXECUTIVES  TO  WATCH 


DIANE  PRICE  BAKER 

A  parade  of  problems  led  Macy's  to  file  for  Chapter  1 1 ,  and  now  Baker 
has  to  help  the  troubled  retailer  do  an  about-face.  As  chief  debtbuster, 
she'll  have  her  hands  full,  but,  hey,  that's  why  Macy's  hired  her 


ht'ii  Diane  Price  Baker  left 
Salomon  Brothers  Inc.  in  1990 
to  become  chief  financial  officer  of 
debt-ridden  R.H.  Macy  &  Co.,  her  col- 
lea^es  gave  her  a  hard  hat  as  a  part- 
ing gift.  She's  needed  it.  An  outspoken 
restructuring  specialist,  Baker  came  to 
Macy's  to  help  the  big  retailer  avoid 
tumbling  into  bankruptcy  court.  "But 
ever  since  I  got  here,  I've  been  fight- 
ing fires,"  she  says.  Sinking  under  the 
weight  f)f  its  $.'3.2  billion  in  debt  fi'om  a 
198H  leveraged  buyout  and  two  acqui- 
sitions, Macy's  finally  filed  for  Chapter 
11  in  January.  Now  it's  up  to  Baker  to 
find  a  way  out. 

She  certainly  has  the  resume.  As 
an  investment  l)anker  for  Salomon, 
Baker  learned  the  workout  business 
l)y  helping  to  untangle  the  capital 
structures  of  such  monsters  as 
Chrysler  Corp.  and  the  former  Inter- 
national Harve.ster  Co.  She's  the  first 
to  admit  she  doesn't  know  anything 
about  being  a  merchant.  But  merchan- 
dising isn't  Macy's  big  problem. 


The  first  priority  is  to  cut  costs  and 
restructure  the  debt.  So  Macy's  has 
shuttered  five  upscale  I.  Magnin  stores 
and  a  laggard  chain  of  lingerie  shops. 
To  raise  cash,  Baker  sold  Macy's  cred- 
it-card division  to  GE  Capital  for  $100 
million.  Then  she  set  about  smoothing 
Macy's  relationships  with  its  vendors, 
banks,  and  other  creditors.  Currently, 
she's  trying  to  write  a  new  business 
plan.  And  she's  even  spending  some 
money.  After  many  years  in  the  dark 
ages,  Macy's  is  getting  a  new  comput- 
er system  so  it  can  better  manage  its 
inventory. 

At  37,  Baker  never  thought  she 
would  end  up  in  the  retail  business. 
A  surgeon's  daughter,  she  majored  in 
biochemistry  and  American  history  at 
Barnard  College.  She  briefly  consid- 
ered a  career  in  medicine,  but  instead 
headed  off  to  Columbia  B-school.  "It 
wasn't  my  idea  of  the  gi'eatest  intellec- 
tual achievement,"  she  says  of  her 
MBA.  But  it  prepared  her  to  make 
money.  "Everyone  at  Barnard  went 


into  publishing  where  you  could  do 
your  life's  love  but  never  get  paid 
squat,"  she  says.  "I  decided  that  if  I 
put  in  a  lot  of  work,  I  wanted  to  get 
paid  for  it." 

Wall  Street  beckoned,  and  in  1978, 
Baker  took  at  job  at  Salomon.  After  10 
years  of  pulling  companies  from  the 
ashes,  she  moved  to  a  job  drumming 
up  clients.  Enter  Macy's  vice-chairman, 
M3Ton  E.  "Mike"  Ullman  III.  As  she 
tried  to  woo  his  business,  Ullman  was 
so  impressed  with  her  debt-busting 
ideas  that  he  not  only  hired  Salomon— 
a  few  months  later  he  offered  Baker  a 
job  herself. 

These  days.  Baker  takes  a  fairly  dis- 
passionate view  of  the  situation.  Af- 
ter all,  she  doesn't  share  the  blame 
with  Chainnan  Edward  S.  Finkelstein's 
LBO  team.  Still,  the  job  she's  been 
hired  to  do  is  fai'  from  complete.  "Now 
I'm  the  client  rather  than  the  one  ser- 
vicing the  client,"  she  says.  "I'm  the 
one  who  has  to  stay  and  get  it  saved." 

By  Laura  Zinn  in  Neu'  York 
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ROBERT 

Stempel 


A  believer  in  gradual 
change,  Stempel  never 
expected  to  do  a 
bumper-to-bumper 
reorganization  of  GM. 
But  the  crisis  at  the 
auto  maker  forced  his 
hand.  It  also  pushed 
the  intensely  private 
engineer  into  a  place 
he  hates-the  limelight 


/  obert  C.  Stempel  abhorred  the 
chaos  caused  by  the  1984  reor- 
anization  of  General  Motors  Corp.: 
elayed  models,  damaged  morale,  and 
dramatic  loss  of  market  share.  Deter- 
lined  to  avoid  a  repeat,  he  issued  a 
romise  on  Aug.  1,  1990,  his  first  day 
s  chainnan.  "We  are  not  going  to  take 
M  apart  and  start  over  again,"  he 
aid.  But  the  next  day,  Iraqi  tanks 
jlled  into  Kuwait,  deepening  an  auto 
ales  slump  that  continues  to  cause 
isastrous  losses  at  GM. 

This  winter,  Stempel  was  forced  to 
iss  his  promise  goodbye.  To  cope  with 
M's  deteriorating  condition,  he  laid 
ut  a  plan  to  reengineer  the  world's 
irgest  auto  maker  from  bumper  to 
umper-including  a  draconian  down- 
izing  of  the  company.  GM  will  shutter 
1  plants  and  cut  74,000  employees  by 
996.  Some  20,000  of  those  cut"  will  be 
'hite-collar  workers,  as  Stempel  takes 
n  ax  to  GM's  stifling  bureaucracy.  To 
aver  the  cost  of  all  this,  GM  took  a 
1.8  billion  fourth-(iuarter  restinctiu-ing 
barge,  pushing  its  loss  for  1991  to  a 
scord  $4.9  billion. 

It  wasn't  how  Stempel  had  expected 


to  spend  his  tenure  as  CEO.  GM  has  a 
staggering  15  new  cars  and  trucks  out 
this  year,  including  models  such  as  the 
new  Cadillac  Seville  and  Buick  LeSabre 
that  are  among  its  most  attractive  in 
years.  But  in  a  slump  so  deep,  they 
seem  lost  in  the  shuffle.  And  the  reor- 
ganization has  thrust  Stempel  into  a 
place  he  hates:  the  limelight. 

The  6-ft.,  4-in.  engineer,  who  tinkers 
with  old  cars  in  his  spare  time,  is  in- 
tensely private.  That  tendency  goes 
back  to  the  late  1970s,  when  he  and  his 
wife,  Pat,  suffered  the  horror  of  hav- 
ing one  of  their  three  children  kid- 
napped. The  child  was  eventually  re- 
turned unharmed  and  the  kidnappers 
were  arrested.  But  since  then,  Stem- 
pel,  58,  has  done  all  he  could  to  stay 
out  of  the  public  eye. 

Putting  himself  at  center  stage  goes 
against  Stempel's  style,  anyway.  Both 
as  head  of  GM's  European  operation, 
where  he  helped  forge  a  turnaround 
in  the  early  1980s,  and  back  in  Detroit 
as  head  of  the  Buick-Olds-Cadillac 
Group  in  the  late  1980s  he  distin- 
guished himself  as  a  consensus-builder. 
He  gives  authority-and  credit-to  his 


managers.  He  also  believes  in  gradual 
change,  so  the  managers  involved  have 
time  to  buy  into  decisions. 

Stempel  concedes  that  GM  must  be- 
come leaner  "as  quickly  as  possible"— 
but  he's  not  going  for  a  quick  fix. 
Rather  than  try  to  do  everything  at 
once,  as  his  predecessor  Roger  B. 
Smith  did  in  1984,  Stempel  is  phasing 
in  his  reorganization  over  two  years. 
He's  also  trying  to  communicate  better 
with  employees.  For  instance,  he  ex- 
plained his  plan  internally  via  a  world- 
wide video  hookup  before  going  public. 
And  he  mandated  that  no  plants  will 
be  closed  with  less  than  15  months  ad- 
vance notice. 

For  now,  time  may  be  on  Stempel's 
side.  Thanks  partly  to  all  its  new  mod- 
els, GM's  market  share  is  finally  hold- 
ing at  about  35%  of  U.  S.  cars  and  light 
trucks.  The  company's  sales  should  get 
a  nice  boost  if  the  U.  S.  auto  market 
turns  up  this  year,  as  expected.  That 
will  help  with  employee  morale.  But 
with  all  the  plant  closings  and  layoffs, 
managing  GM  these  days  is  a  painful 
exercise  in  triage. 

By  James  B.  Treece  in  Detroit 
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25  EXECUTIVES  TO  WATCH 


Ned 

JOHNSON 

Fidelity's  president  has 
guided  one  of  the  na- 
tion's largest  money- 
management  machines 
to  remarkable  heights. 
But  now  he  must  fend 
off  competition,  not 
only  from  low-cost 
mutual  funds  but  also 
brokerage  firms  with 
more  flexible  products 


ack  ill  the  eariy  198()s,  when  P^i- 
(leHty  Investments  was  la^Kin^ 
Wall  Sti'eet  rivals  in  selling  mutual 
funds.  President  Edward  C.  "Ned" 
Johnson  III  worried  incessantly  about 
the  company's  computer  systems.  He 
would  pull  all-nighters  in  his  Boston 
office  to  pick  apart  new  electronics, 
looking  for  better  ways  to  invest  mon- 
ey and  serve  customers.  These  days, 
though,  Johnson  only  comes  in  on  the 
occasional  weekend.  "Things  have  been 
running  jjretty  well  lately,"  he  says. 

That's  an  understatement.  In  fact, 
P^idelity's  performance  has  been  re- 
markable. It  finished  1991  with  $1.56 
l)illion  in  assets  under  management, 
up  .31%  from  1!»9().  Nearly  $100  million 
a  day  poured  into  its  coffers  both  from 
new  customers  and  appreciation  in  its 
investments.  Fidelity  is  now  one  of  the 
nation's  largest  money-management 
machines,  offering  everything  from  dis- 
count brokerage  services  to  checking 
accounts  and  credit  carfls.  As  for  mutu- 
al funds,  a  handful  has  gr'own  into  17.'^. 

Johnsf)n,  62,  can't  afford  to  get  too 
laid-back,  however.  As  the  undis|)uted 
mutual  fund  leader,  Fidelity  is  every- 


l)ody's  target.  Marketers  of  low-cost 
mutual  funds,  such  as  Vanguard,  are 
pressuring  with  lower  fees.  Then 
there's  the  stiff,  margin-cutting  com- 
petition in  the  money-market  fund 
business.  On  Wall  Street,  brokerage 
firms  are  taking  aim  at  Fidelity's  do-it- 
yourself  investors  with  more  flexible 
investment  products,  such  as  "wrap 
accounts"  with  a  fixed  annual  fee  in- 
stead of  commissions.  And  Fidelity's 
Worth,  a  glossy  personal-finances  mag- 
azine launched  in  February,  must  fight 
it  out  with  Dow  Jones  &  Co.'s  new 
Stuart  Monci/. 

Scion  of  an  old  Brahmin  family, 
Johnson  inherited  Fidelity  20  years 
ago  from  his  fathei',  a  mutual  fund  pio- 
neer. Fidelity  hasn't  lost  money  since, 
despite  some  tough  challenges.  Johnson 
reacted  (juickly  when  Peter  Lynch,  the 
stellar  manager  of  Fidelity's  massive 
Magellan  fund,  retired  al)ruptly  in 
1990.  His  handpicked  replacement, 
Morris  Smith,  never  missed  a  l)eat,  re- 
turning 41%  at  Magellan  last  year. 

One  reason  for  Fidelity's  succe.ss  has 
been  its  advanced  use  of  technology— 
always  a  Johnson  passion.  As  a  12- 


year-old,  he  rigged  an  electronic  eye 
outside  his  liedroom,  which  was  con- 
nected to  devices  that  opened  the  door 
as  he  approached,  while  turning  on  the 
lights  and  radio  automatically.  More 
recently,  Johnson's  fiddling  has  helped 
produce  one  of  the  most  efficient  ser- 
vice-delivery systems  in  the  business. 

An  admirer  of  Japanese  long-term 
thinking,  Johnson  continually  experi- 
ments with  new  businesses,  too,  while 
reinvesting  profits  in  those  with  the 
most  growth  pf)tential.  Two  examples: 
an  institutional  brokerage  to  compete 
with  full-service  Wall  Street  firms,  and 
a  retail  discount  brokerage  house  that 
trails  only  Charles  Schwab  &  Co. 

.Johnson,  whose  48%  stake  in  Fideli- 
ty is  worth  about  $1.1  billion,  plans  to 
stay  on  indefinitely  as  CEO.  His  daugh- 
ter Abby,  who  manages  the  Fidelity 
Select  Telecommunications  mutual 
fund,  is  his  most  likely  successor— al- 
though she's  only  .30.  Even  when  he 
retii'es,  Johnson  won't  lie  far  away. 
Like  a  true  Boston  Brahmin,  he  lives 
on  Beacon  Hill— just  a  stroll  away  fi-om 
Fidelity's  offices. 

Bi/  Gcoffreii  Smith  in  Boston 
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it  Continental  Bank,  this  isn't  an  insult. 

It's  a  promise. 


When  you  set  yourself  to  the 
:ask  of  dragging  business  banking 
dcking  and  screaming  into  the  21st 
:entury,  some  interesting  things 
lappen.  Not  the  least  of  which  is 
:hat  an  old,  hackneyed,  Hollywood 
dam  can  suddenly  become  some- 
:hing  akin  to  a  corporate  motto. 

Such  is  the  nature  of  change. 
'You  remember  change.  It's  that 
:hing  that  has  kept  you  perplexed, 
Dewildered  and  astonished  ever 
since  you  set  foot  in  the  business 
^vorld.) 

And  speaking  of  change, 
when  was  the  last  time  your  busi- 
ness banker  called  you  before  being  asked?  Gave  you  an  answer  before  you  asked  a  question? 
Or  offered  you  a  solution  before  you  saw  a  problem? 

Now  that  would  be  a  change.  Moreover,  with  Continental  Bank,  it's  already  a  reality. 
We  anticipate  your  needs  and  act  now.  Instead  of  reacting  later. 

When  you  hear  from  us,  you'll  fmd  we're  every  bit  as  good  as  our  word.  And 
that . . .  well . . .  that's  a  promise. 


@  Continental  Bank 

Anticipating  the  needs  of  business." 


)2  Continental  Bank  N,  A  .  231  South  LaSallc  Street.  Chicago.  IL  606^7  Oom>u/i  «IJho  Atlanta.  Chicag<..  Dallas.  Lin  Angeles.  Miami,  New  York,  InlinLilmnj/ a/Jnii:  Buenos  Aires.  Caracas.  London.  Mexico  City,  Santiago.  Sao  Paulo.  Tokyo 
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Gerald 
Levin 

He  must  meld  clashing 
cultures  and  heal  the 
rift  at  Time  Warner  that 
brought  him  to  power. 
He  will  need  to  be  a 
diplomat,  and  his  rela- 
tionship with  Steve 
Ross  should  help 


^  /  A  hen  Time  Inc.  merged  with 
1-'  't  •*  Warner  Communications  Inc. 
in  1990,  several  Time  executives  moved 
down  the  block  to  Warner  headquar- 
ters in  New  York's  Rockefeller  Cen- 
ter. Then  the  company  renamed  its 
Time  Inc.  publishing  division  Time 
Warner  Publishing.  Many  Time  veter- 
ans were  shocked.  As  far  as  they  were 
concerned,  these  were  signs  that  Time 
Inc.  was  fast  becoming  a  footnote  in 
Warner  Chairman  Steven  J.  Ross's  en- 
tertainment portfolio. 

Gerald  M.  Levin  knows  the  power  of 
symbols.  So  when  he  was  suddenly 
named  president  and  co-chief  execu- 
tive of  Time  Warner  on  Feb.  20,  he 
took  care  to  send  out  plenty  of  reassui'- 
ing  messages.  Levin  told  Times  maga- 
zine publishers  he  would  restore  the 
Time  Inc.  moniker  to  their  division. 
And  he  met  with  editx)rial  staffers,  try- 
ing to  assuage  their  fears  that  the  com- 
pany was  forgetting  them  in  its  stam- 
pede into  electronic  media.  "His 
support  and  affinity  for  publishing  is 
not  in  doubt,"  says  Publishing  Chair- 
man Reginald  K.  Brack  Jr. 

Levin  will  need  the  diplomacy  of 
Metternich  to  navigate  the  next  few 
months.  Chairman  and  co-CEO  Ross  is 
battling  prostate  cancer  and  has  re- 
ceded from  day-to-day  management. 
And  Levin  still  must  heal  the  rift  that 


precipitated  his  appointment:  He  and 
Ross  forced  out  co-CEO  and  former 
Time  President  Nicholas  J.  Nicholas 
Jr.  after  Nicholas  clashed  with  Ross 
and  alienated  Warner's  powerful  record 
and  studio  executives.  Levin  is  far 
more  popular  than  Nicholas,  but  his 
$12  billion  company  is  still  torn 
between  Time's  buttoned-down  culture 
and  the  freewheeling  Warner. 

Colleagues  give  Levin  a  decent 
chance  of  pulling  it  together.  The  52- 
year-old  doesn't  have  the  presence  of 
the  towering  Ross.  But  he's  forceful 
and  driven.  After  an  early  morning 
jog,  he  works  a  1.3-hour  day.  He  plung- 
es into  newfangled  cable-TV  technology 
with  the  same  relish  that  he  discusses 
Warner  artists  on  the  Billboard  charts 
or  the  controversy  over  Oliver  Stone's 
JFK,  a  Warner  Bros.  film. 

Levin  also  has  close  ties  to  Ross, 
who  despite  his  illness  wields  enor- 


mous clout.  "There  is  a  simpatico  rela- 
tionship between  Levin  and  Ross,"  says 
Michael  J.  Fuchs,  chairman  of  Home 
Box  Office,  the  Time  Inc.  unit  Levin 
helped  start  in  the  1970s.  That  will 
help  him  in  Hollywood  and  on  Wall 
Street.  Levin  suj^ports  Ross's  strategic 
alliances— in  which  Time  Warner  sells 
stakes  in  its  entertainment  properties 
to  foreign  partners  such  as  Japan's  To- 
shiba Corp.  Analysts  expect  Levin  to 
strike  another  big  deal  this  year,  per- 
haps with  France's  Canal  Plus,  a  pay- 
TV  and  film  company. 

Time  Warner  could  use  the  cash.  It 
lumbers  under  $8.7  billion  in  debt  and 
is  talking  to  banks  about  refinancing. 
Still,  most  of  its  businesses  are  fun- 
damentally strong.  Levin's  big  task  is 
to  persuade  the  world's  lai'gest  commu- 
nications company  to  speak  with  one 
voice. 

By  Mark  Landler  in  New  York 
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FRANK  SHRONTZ 


The  folksy,  low-key  Boeing  CEO  has  seen  his  company  jolted  sharply 

by  the  crisis  in  the  airline  industry,  but  he  remains  optimistic. 

'We've  got  a  lot  of  challenges,'  he  says,  'but  no  life-threatening  diseases' 


wo  years  ago,  Boeing  Chairman 
Frank  A.  Shrontz's  No.  1  worry 
as  complacency.  The  world's  largest 
rcraft  maker  was  flying  high,  with 

I  astonishing  $90  billion  backlog  of 
immercial  jet  orders.  It  had  a  rapidly 
sing  stock  price,  four  years  of  strong 
b  growth,  and  a  freshly  earned  posi- 
3n  as  the  nation's  top  exporter. 
Today,  complacency  is  the  least  of 
irontz's  concerns:  Boeing  Co.  has 
jen  jolted  awake  by  the  crisis  in  the 
orld's  airline  industry.  New  orders 

II  57%  last  year,  and  even  such  stal- 
arts  as  United  Airlines  Inc.  have 
jlayed  orders.  Shrontz  has  responded 
ith  sharp  cuts  in  production  of  737s, 
id  he  plans  to  cut  6,500  jobs  by 
iarend. 

Aircraft  executives  think  in  20-year 
'cles,  and  Shrontz  is  no  exception.  In 
s  plain,  folksy  style,  he's  cautiously 
)timistic  about  the  long  term.  "We've 
)t  a  lot  of  challenges,"  he  says,  "but 
5  life-threatening  diseases."  He  can 
ike  comfort  in  a  commercial  backlog 


that  has  edged  up  to  $92.8  billion,  hut 
he  also  knows  Boeing  must  focus  in- 
tently on  staying  No.  1. 

That's  why  the  normally  low-profile 
executive  stepped  forward  in  January 
to  attack  European  government  subsi- 
dies of  rival  Airbus  Industrie.  "Twenty- 
one  years  of  subsidy  is  far  too  much," 
he  said.  "Enough  is  enough."  He  also 
worries  aljout  Taiwan  and  other  Asian 
governments  spending  billions  to  fund 
new  McDonnell  Douglas  Corp.  planes. 

The  threat  is  that  either  competitor 
will  use  its  government  support  to  de- 
velop a  challenger  to  Boeing's  unri- 
valed 747-400  jumbo  jet.  Both  talk  of 
producing  a  650-seat  behemoth,  which 
would  likely  force  Shrontz  to  join  in 
when  he's  already  swamped  with  a  $4 
billion  effort  to  develop  Boeing's  new- 
est plane:  a  twin-engine  widebody 
called  the  777.  The  777,  somewhat 
smaller  than  the  747,  is  already  playing 
catch-up  with  rival  jets  from  Airbus 
and  McDonnell. 

Shrontz,  60,  a  modest  Idaho  native 


with  a  taste  for  skiing  and  pheasant 
hunting,  is  hardly  whom  you'd  expect 
to  find  guiding  a  $29  billion  company 
through  such  turbulent  times.  Trained 
as  a  lawyer  and  picked  for  the  top 
spot  partly  because  of  a  stint  as  an 
Assistant  Defense  Secretary  under 
Gerald  Ford,  he  seems  slightly  ill-suit- 
ed to  a  Boeing  faced  with  a  shrinking 
defense  business. 

But  Shrontz  has  shown  steady  lead- 
ership through  several  crises  since  be- 
coming CEO  in  1986.  He  endured  a  bit- 
ter strike  in  1989  and  soothed 
customers  angry  about  the  resulting 
delays  and  quality  problems.  He  has 
also  championed  an  effort  to  bust  Boe- 
ing's bureaucracy  and  pushed  an  ambi- 
tious plan  to  design  the  new  777  en- 
tirely by  computer. 

And  now  he  has  got  the  full  atten- 
tion of  his  employees.  With  airlines 
going  bankrupt  and  the  competition 
circling,  it's  clear  that  complacency  is 
a  luxury  Boeing  can't  afford. 

By  Don  Jones  Yang  in  Seattle 
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Richard 
Gelb 

Bristol-Myers'  CEO  is 
nothing  if  not  a  fighter. 
His  latest  bout:  Trying 
to  turn  one  of  Bristol's 
new  drugs  into  a  block- 
buster. The  No.  1  can- 
didate is  Pravachol, 
a  cholesterol  reducer 


Ithough  his  forte  is  marketinji, 
Richard  L.  Gelb  knows  plenty 
about  drugs.  Six  years  ago,  Bristol- 
Myers'  CEO  was  diagnosed  with  stom- 
ach cancer,  which  is  fatal  in  mor'e  than 
50%  of  the  cases.  But  thanks  to  major 
surgery  and  a  year's  chemotherapy 
featuring  a  Bristol  product,  Gelb's  can- 
cer is  in  remission.  "If  I  was  a  good 
salesman,"  he  says,  "I  would  say  I  used 
three  drugs,  l)ut  it  was  ours  that  made 
the  difference." 

Gelb,  67,  jokes  about  it  now,  but  this 
glimpse  of  his  own  mortality  was  a 
watershed— both  personally  and  for 
Bristol.  It  propelled  him  to  call  Richard 
M.  Furlaud,  CEO  of  rival  Squibb  Cor])., 
and  l)egin  the  talks  that  resulted  in 
the  1989  formation  of  Bristol-Myers 
Squibl)  Co.— the  world's  No.  2  pharma- 
ceutical company  after  front-runner 
Merck  &  Co.  Gelb  realized  that  while 
Bristol  had  some  steady  anticancer 
drugs  and  a  host  of  strong  over-the- 
counter  products,  it  still  lacked  a  block- 
buster such  as  Squibb's  Capoten,  a  $1 
billion  antihyi)ertensive.  To  make  Bris- 
tol a  long-term  player,  Gelb  needed  a 
merger. 

Squibb  etched  Gelb's  mark  on  the 
company,  which  had  comliined  sales  of 
$11.1  billion  last  year.  But  the  new 
Bristol  now  relies  a  little  too  heavily  on 
Capoten.  The  drug's  patent  will  expii'e 


in  1995,  and  already  annual  sales 
growth  has  slowed  to  8%— about  half 
its  previous  rate— because  of  competi- 
tion from  similar  drugs.  Bristol  intro- 
duced a  once-a-day  version  of  Capoten 
last  year,  but  it  wasn't  an  immediate 
hit.  The  bottom  line  is  that  Gelb  must 
find  a  Capoten  replacement. 

That's  why  all  eyes  are  trained  on 
Bristol's  Pravachol,  a  cholesterol  re- 
ducer that  was  approved  by  the  Food 
&  Drug  Administration  last  October. 
The  new  drug  has  great  promise  be- 
cause it  helps  mitigate  the  effects  of 
heart  disease— enough  so  that  some 
patients  can  avoid  surgery.  Some  say 
Pravachol  has  the  potential  to  become 
another  $1  billion  product.  But  the 
drug  may  have  a  difficult  time  making 
inroads  against  two  similar  Merck 
products,  which  have  been  on  the  mar- 
ket for  three  years. 

Gelb  takes  the  challenges  in  stride. 


He  notes  that  getting  Pravachol  ap- 
proved at  all  was  a  big  step— as  was 
the  approval  of  an  anti-AIDS  drug 
called  DDI.  As  for  the  marketing  hur- 
dles, they're  just  part  of  the  business. 
Gelb  came  to  Bristol  in  19.59  when  it 
acciuired  Clairol  Inc.,  the  hair-care  com- 
pany. Under  his  leadership,  Bristol  has 
successfully  shepherded  a  stable  of  con- 
smner  pr"oducts  such  as  Bufferin,  Exce- 
drin,  Windex,  and  Drano. 

Besides,  Gelb  has  demonstrated  that 
he  knows  how  to  beat  the  odds.  Once, 
when  playing  a  round  of  golf  with  his 
buddy  Arnold  Palmer,  Gelb  watched 
intently  as  Palmer's  second  shot  on  a 
short  par  four  rolled  to  a  stop  within  a 
few  feet  of  the  pin.  It  was  a  sure  bird- 
ie. Unfazed,  Gellj  stepped  up  and  holed 
his  second  shot  for  an  eagle.  Lucky? 
You'll  get  no  argument  from  Gelb.  But 
he's  not  taking  it  back  either. 

By  Bruce  Hager  in  New  York 
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^  O  L  M  A 


N       IBM      AND     SIEMENS     COMPANY.     ROLM      AN       IBM      AND     SIEMENS  COM 


A  lot  of  companies  say  that 
they  are  dedicated  to  customer 
service.  But  at  WordPerfect 
Corporation,  that  commitment 
is  backed  up  by  some  very 
potent  numbers. 

Almost  a  quarter  of  the  com- 
puter software  maker's  3,500 
employees  work  in  the  cus- 
tomer support  center.  Together,  they  handle  more 
than  16,500  customer  support  calls  a  day.  The 
cost  to  the  company  of  that  level  of  service: 
roughly  a  half  million  dollars  each  month. 

No  wonder,  then,  that  WordPerfect  looked 
to  ROLM'  to  equip  its  call  center  operation.  Using 
ROLM  9751  switches,  the  cf  npany  support  cen- 
ter can  instantly  route  an  -.coming  call  to  the 
appropriate  department,  thus  keeping  caller 
waiting  time  to  a  minimum. 

But  operational  efficiency  is  only  a  part  of 
the  reason  WordPerfect  chose  ROLM.  The  other 
component?  Precisely  what  you 


might  expect:  cmtstanding 
customer  service. 

"We  put  a  lot  of  pressLire  on 
the  ROLM  team,"  admits 
WordPerfect's  director  of 
telecommunications  John 
Lockwood.  "Our  deadlines 
can  be  extremely  tight,  but 
ROLM  has  always  gone  that 
extra  mile  to  meet  them." 

Like  the  time  ROLM's  Sherry  Burtenshaw  was 
asked  on  a  Wednesday  to  install  16  new  Phone- 
Mail"  channels  by  Friday.  No  easy  feat.  But  by 
Friday,  her  team  had  them  up  and  running. 

Quality  ROLM  Call  Center  products.  Superior 
ROLM  client  support.  It's  not  just  the  way  we 
do  business.  It's  why  we  do  lousiness  with  the 
companies  we  do. 

For  more  information,  please  call  ROLM  at 
(800)  624-8999  extension  235  -  Voice  access; 
( 203)  849-6833  -  TDD  access. 

We  ask  better  questions. 
You  get  better  answers. 


An  IBM  and  Siemens  Company 

ROLM  and  PhoneMarl  are  registered  trademarks  of  ROLM  Systems  WordPerfect  is  a  registered  trademark  of  WordPerfect  Corporation.  ©  1 992  ROLM  Company, 
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25  EXECUTIVES  TO  WATCH 


Philippe 
Kahn 

'When  we  ship,  we 
ship  the  best  of  breed,' 
Kahn  says.  But  last 
year  Borland  promised 
more  than  it  could 
deliver — and  customers 
are  still  waiting 


l////  ost  mornings,  Philippe  Kahn 
/  #  shuns  the  20-minute  car  ride 
from  his  hillside  home  in  Scotts  Valley, 
Calif.,  to  the  offices  of  Borland 
International  Inc.  Instead,  he  prefers  tt) 
leap  on  his  Suzuki  350  dirt  bike  and 
navigate  rocks,  ruts,  and  tree-clogged 
hills  to  get  to  work  in  three  minutes 
flat.  Why?  He  likes  to  keep  pushing 
the  envelope  at  whatever  he  does- 
sailing,  flying,  dirt-hiking,  developing 
personal  computer  software.  Especially 
developing  personal  computer  software. 
"I  like  doing  things  right,"  says 
Bf)rland's  40-year-old  president.  "If  you 
want  to  do  things  right,  you  have  to 
work  at  it." 

Kahn's  grab-life-by-the-adrenal-gland 
style  has  propelled  Bf)rland  from  an 
obscure  developer  of  programming  lan- 
guages to  f)ne  of  the  most  respected 
makers  of  mainstream  software. 
Thanks  t«  its  Quattrf)  Pro  and  Paradox 
programs,  Borland  tof)k  nearly  20%  of 
the  market  for  both  spreadsheets  and 
data  bases  last  year.  Sales  for  the  year 
ended  Mar.  31,  1991,  doubled  to  $226.8 
million,  and  profits  ballooned  127%,  to 
$26.8  million.  Along  the  way,  Kahn 
gobbled  up  rival  Ashton-Tate  Corp.  in  a 
stock  swap  valued  at  $439  million. 
Now,  with  sales  topping  $500  million, 
Borland  is  the  nation's  No.  4  maker  of 
PC  software. 

So  far,  more  than  good.  But  now 
the  heat  is  on.  Last  October,  Kahn 


promised  more  than  he  could  deliver. 
He  told  analysts  that  within  months 
Borland  would  ship  whiz-bang  new 
Windows-type  versions  of  Quattro  Pro 
and  Paradox  and  a  revamp  of  Ashton- 
Tate's flagship  dBase  program.  Wall 
Street  went  wild,  heralding  Borland 
as  the  one  company  capable  of  threat- 
ening No.  1  Microsoft  Corp.  In  one 
week,  Borland's  stock  soared  from  48 
to  70. 

But  the  pi'oducts  are  late,  and  cus- 
tomers are  holding  off  purchases  of 
Borland's  existing  software,  slowing 
the  company's  revenue  growth.  The 
delays  can  only  help  powerhouse 
Microsoft,  which  in  late  March,  fired  a 
direct  salvo  at  Kahn  when  it  bought 
Fox  Software  Inc.,  the  No.  2  player  in 
Borlanfl's  liiggest  l)usiness— data  bases. 

But  Kahn  is  unflappable.  "We're 
quite  cf)mtV)rtable,"  he  says.  "Oiu"  strat- 
egy is  when  we  ship,  we  ship  the  best 


of  breed."  He  vows  to  ship  soon,  but 
he  won't  say  when. 

Kahn  has  done  things  his  own  way 
for  most  of  his  life.  A  French-born 
mathematician,  he  started  the  company 
in  1983  with  little  more  than  a  credit 
card  to  pay  for  his  computer.  He  still 
sleeps  only  four  hours  a  night,  spend- 
ing the  wee  hours  zapping  off  mes- 
sages to  workers  from  his  home  PC 
that  poke  into  ever>lhing  fixmi  market- 
ing plans  to  specific  software  algo- 
i"ithms.  "Philippe  likes  to  be  a  one-man 
show,"  says  former  Borland  executive 
Ronald  S.  Posner.  "But  at  the  end  of 
the  day,  it  comes  down  to  who  has  the 
best  products.  And  Philippe  certainly 
has  good  products." 

If  he  could  only  get  them  out  the 
door  as  fast  as  he  gets  to  work,  Kahn 
could  keep  everybody  happy— except 
Microsoft. 

Bij  Kathy  Rebello  in  San  Francisco 
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Richard  Rosenberg 


BofA's  CEO  must  cut  up  to  12,000  jobs  and  keep  employee  morale 
high  and  customers  calm.  All  that  while  merging  BofA's  steely  approach 
to  loan  standards  with  the  more  relaxed  attitude  of  Securit)'  Pacific 


richard  M.  Rosenberg  is  about  to 
become  the  central  figure  in  a 
;ase  study  on  modern  banking.  His 
itory  will  be  either  an  inspiration  or  a 
■autionary  tale. 

If  there  seems  to  be  no  middle 
ground,  that's  because  of  the  scale  of 
-he  task  he  is  undertaking.  The  mar- 
keting whiz  turned  dealmaker  is 
■harged  with  making  the  biggest  l)ank 
nerger  in  U.  S.  history  work.  As  chief 
ixecutive  of  BankAmerica  Corp., 
-losenl)erg  spearheaded  the  effort  that 
•ulminated  last  August  in  the  agi*ee- 
nent  to  purchase  Security  Pacific  Corp. 
or  $4.5  billion.  With  $184  bilhon  in  as- 
sets, the  combined  lianks  would  rank 
second  only  to  Citicorp.  That  "will  give 
is  the  strength  to  expand  across  the 
Jnited  States  and  the  strength  to  be  a 
najor  global  jilayer  as  well,"  Rosen- 
berg says. 

That  kind  of  massive  market  power 
Tiade  some  regulators  wary.  To  please 
.he  Justice  Dept.  and  state  officials, 
n  fact,  BofA  and  SecPac  has  had  to  di- 


vest of  billions  in  assets.  But  winning 
over  the  regulators  will  seem  to  be 
child's  play  once  Rosenberg  begins  to 
tackle  the  gargantuan  task  of  assem- 
l)ling  his  empire  of  91,500  employees  in 
11  states.  The  deal  is  premised  on  his 
aliility  to  squeeze  out  more  than  $1 
billion  in  operating  costs  over  three 
years.  That  means  cutting  up  to  12,000 
jobs,  while  selling  215  of  2,;30()  l)ranch- 
es,  and  shutting  down  hundreds  more. 
Comliining  comjjuters  and  i-edundant 
operations  should  yiekl  additional  sav- 
ings. Meanwhile,  Rosenberg  must  keep 
employee  morale  up,  reassure  custom- 
ers that  they  won't  be  abandoned,  and 
merge  the  steely  BofA  approach  to 
costs  and  loan  stimdards  with  the  more 
relaxed  attitude  of  Security  Pacific. 
SecPac  lost  $400  million  in  last  year's 
fourth  (juarter,  and  a  lingei'ing  reces- 
sion could  do  even  more  damage. 

Rosenberg,  62,  is  prepared  for  the 
more  competitive  environment  that  is 
fostering  consolidation  throughout 
banking.  A  native  New  Englander,  he 


served  as  a  Navy  officer  helping  to 
rescue  Vietnamese  refugees.  He 
learned  his  trade  in  the  marketing  de- 
partment at  Wells  Fargo  Bank,  coming 
up  with  what  passerl  in  the  1970s  for 
some  daring  innovations:  pictures  on 
checks  and  a  combination  checking-sav- 
ings account.  He  got  a  taste  of 
l)anking's  frontier  in  198(i,  when  he 
helped  to  rejuvenate  struggling  Seattle 
First  National  Bank,  a  BofA  ac(iuisi- 
tion.  In  1987,  while  then-Chairman 
A.W.  Clausen  rejiaired  the  damage 
from  years  of  heavy  losses  on  real  es- 
tate and  foreign  loans,  he  took  over 
BofA's  retail  network.  Rosenlierg  suc- 
ceeded Clausen  in  1990. 

As  Rosenberg  sees  it,  if  the  consoli- 
dation brings  inordinate  pain,  blame  it 
on  a  misbegotten  regulatory  policy. 
"It's  a  result  of  years  and  years  of 
Congress  failing  to  allow  the  l)anking 
industry  to  comi)ete,"  he  says.  Watch 
Rosenberg  for  a  clue  as  to  how  jiainful 
a  comjtetitive  environment  will  lie. 

By  Ru-'^scll  Mitchell  in  Sou  Francisco 
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25  EXECUTIVES  TO  WATCH 


Michael 
Armstrong 

As  Pentagon  contracts 
dwindle,  Hughes  is 
counting  on  Armstrong 
to  chart  a  course  into 
the  post-cold-war  world. 
His  reputation  as  a 
marketing  whiz  precedes 
him,  but  the  ex-IBMer 
admits  that  in  defense, 
'I'm  on  a  very  steep 
learning  curve' 


nne  Armstrong  is  sick  of  mov- 
ini^.  Over  31  years,  she's  packed 
up  her  family  for  a  dozen  transfers  as 
her  husl)and,  C.  Michael  Armstrong, 
worked  his  way  up  the  ranks  at  IBM. 
Now,  the  Armstrongs  are  moving 
again,  but  this  time  it  isn't  Big  Blue's 
fault.  At  53,  Mike  Armstrong  is  chuck- 
ing his  IBM  career  for  a  chance  to  run 
Hughes  Aircraft  Co.,  the  $7.7  billion 
defense  electronics  unit  of  Genei-al  Mo- 
tors Corp. 

Long  considered  a  top  candidate  to 
succeed  IBM  Chairman  .John  F.  Akers, 
Armstrong  earned  a  reputation  at  the 
computer  maker  as  a  harfl-driving  mar- 
keting whiz.  His  challenge  at  Hughes  is 
to  steer  the  military  contractor  into 
the  post-cold-war  era.  With  Pentagon 
budgets  shrinking,  GM  is  counting  on 
Armstrong's  heralded  marketing  savvy 
and  wide  network  of  contacts  to  help 
1    launch  Hughes  into  such  new  commer- 
g    cial  lines  of  lousiness  as  cellular  tele- 
^    phones  and  direct-broadcast  satellite 
u    TV.  "We've  got  ourselves  a  world-class 
I    leader,"  exults  Robert  J.  Schultz,  the 
i    GM    vice-chairman    who  oversees 
5  Hughes. 


Still,  Armstrong  has  his  work  cut 
out  for  him.  He  says  that  what  attract- 
ed him  to  Hughes  was  its  "rich  talent 
and  technology."  But  analysts  contend 
that  if  the  slow-moving  weapons  mak- 
er is  to  become  an  efficient  mass-pro- 
ducer of  consumer  goods,  Armstrong 
will  have  to  lay  off  more  employees, 
close  some  plants,  and  take  other  cost- 
cutting  steps.  Meanwhile,  his  mandate 
is  to  boost  commercial  work  from 
about  30%  of  sales  now  to  at  least  50% 
l)y  late  in  the  decade. 

Having  never  worked  in  the  defense 
industry,  he  is  also  taking  a  crash 
course  in  how  to  play  the  Pentagon 
procurement  game.  "I'm  on  a  very 
steep  learning  curve,"  Armstrong  ad- 
mits. A  key  part  of  his  jol)  will  be  lob- 
bying to  make  sure  Hughes  gets  its 
share  of  the  Pentagon's  dwindling  or- 
ders for  fighter-jet  radar  systems  and 
missiles— two  businesses  threatened  by 
budget  cuts  that  account  for  a  big 
chunk  of  Hughes's  sales. 

Capping  off  his  career  as  chief  of  a 
Pentagon  contractor  was  never  part 
of  Armstrong's  game  plan.  A  friend  of 
Akers'  since  the  two  met  in  IBM  sales 


school  in  196L  he  put  together  an  im- 
pressive string  of  successes  at  Big 
Blue,  including  a  stint  as  head  of  do- 
mestic marketing  and  another  as  head 
of  European  operations.  When  Akers 
told  him  last  fall  that  he  wouldn't  get 
the  top  job  at  IBM.  Armstrong  says 
he  jumped  at  the  chance  to  run 
Hughes. 

At  a  time  when  many  other  IBMers 
his  age  are  taking  early  retirement, 
it's  no  surprise  that  Armstrong  opted 
to  become  top  dog  somewhere  else: 
He  has  always  been  a  scrapper.  Born 
and  raised  in  Detroit,  he  was  a  star 
football  player  in  high  school.  Arm- 
strong had  hoi)ed  to  play  at  Ohio's  Mi- 
ami University,  too,  until  a  shoulder 
separation  cut  his  career  short.  A  fero- 
cious tennis  player,  his  idea  of  a  vaca- 
tion is  still  to  hit  the  courts  for  four  or 
five  hours  a  day.  The  move  to  Hughes 
Aircraft  will  no  doubt  leave  him  le.ss 
time  for  that.  But  while  Armstrong 
learns  his  new  job,  his  family  can  final- 
ly unpack  and  relax.  Now  that  Mike 
Armstrong  is  at  the  top,  there's  no- 
where else  to  move. 

By  Eric  Schine  in  Los  Angeles 
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Van  Kampen  Merriti 


THE  VAN  KAMPEN  MERRITT  FAMILY  OF  MUTUAL  FUNDS 


Meeting  a  whole  family 
of  investment  needs. 


Different  investors  have  different  objectives 
ranging  from  college  and  retiiement  plans  to  tax 
savings  to  high  yields. 

The  Van  Kampen  Merritt  Family  of  Mutual  Fimds 
offers  a  broad  range  of  investment  clv)ices  to  meet 
the  most  diverse  needs:  the  flexibility  of  money 
market  funds  or  grow^th  and  income  funds  for 
longer-term  planning.  Van  Kampen  Merritt  also 
offers  a  wide  choice  of  investments  with  income 


free  from  federal  taxes-and  in  some  cases  state  tax 
cts  well. 

As  you  tlevelop  your  investment  pr  iorities,  consider 
the  mutual  funds  of  Van  Kampen  Merritt.  Ask  your 
investment  representative  for  a  prospectus 
containing  more  complete  information,  including 
charges  and  expenses.  Please  read  the  prospectus 
carefully  before  you  invest  or  send  money  *  )r  call 
1-800-DIAL-VKM  (l-800-342-.58r)())  ext.  1110. 


Van  Kampen  MerriW 

A  XEROX  Financial  ierv/ces  Company 

Investing  With  A  Sense  of  Direction® 


®  denutes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 


25  Executives  to  Watch 


ROBERT  EATON 

Talk  about  a  man  who  likes  a  challenge:  Eaton  has  to  fill  Lee  lacocca's  shoes, 

prove  Chrysler  made  the  right  choice  by  plucking  him  fi-om  GM,  and 

see  the  third  of  Detroit's  Big  Three  through  one  of  its  most  crucial  years  ever 


n  Detroit's  clannish  auto  culture, 
the  news  hit  with  a  mighty  thud. 
After  months  of  speculation,  Chrysler 
Cor'p.  had  finally  bowed  to  shareholder 
pressure  and  picked  a  successor  to 
Chainnan  Lee  A.  lacocca,  who  plans  to 
stej)  down  on  Dec.  31.  True  to  its  ren- 
egade tradition,  the  No.  3  U.  S.  auto 
maker  leapfrogged  all  the  expected 
choices.  In  the  end,  it  tapped  Ro})ert  J. 
Eaton,  president  of  General  Motors 
Corp.'s  Euroi)ean  division. 

It  was  a  bolfl  move.  In  nabhing  the 
52-year-old  Eaton,  Chrysler  not  only 
committed  the  Big  Three  sin  of  raiding 
a  competitor,  but  it  also  gambled  on  an 
outsider  during  its  toughest  period 
since  a  late- 1970s  l)rush  with  bankmpt- 
cy.  Chrysler's  internal  politics  made 
the  differetu-e.  While  most  Motor  City 
oddsmakers  were  l)etting  that  Chrysler 
President  Robert  A.  Lutz  would  land 
the  job,  the  board  feared  that  the 
tough  ex-Marine  pilot  would  be  too  di- 
visive. Lutz  had  proven  himself  by 
shepherding  through  a  badly  needed 


new  line  of  cars.  But  the  prospect  of 
Lutz  as  captain  had  some  key  manag- 
ers threatening  to  jump  ship. 

lacocca,  who  sources  say  also 
clashed  with  Lutz,  made  no  apologies 
for  naming  Eaton.  "The  board  didn't 
find  anything  wrong  with  any  of  the 
other  many  candidates  we  looked  at," 
he  said.  "We  simply  found  something 
very  right  al)out  Bob  Eaton." 

The  29-year  CM  veteran  does  have 
impressive  credentials.  A  Colorado  na- 
tive, Eaton  graduated  from  the  Uni- 
versity of  Kansas  with  a  bachelor's  de- 
gree in  mechanical  engineering.  He  cut 
his  teeth  on  the  technical  side  of  CM, 
where  he  built  a  reputation  as  an  ef- 
fective consensus-builder  and  a  risk- 
taker.  Before  he  went  to  Europe  in 
1988,  he  oversaw  GM's  first  steps  to- 
ward electric  vehicles  and  managed 
development  of  the  Saturn. 

A  dearth  of  operating  experience 
didn't  seem  to  hurt  him  in  Europe.  He 
helped  turn  CM  Europe  into  the  low- 
est-cost carmaker  on  the  Continent, 


squeezing  out  25%  more  cars  than  pre- 
viously with  10%  fewer  workers.  Eaton 
also  championed  plans  to  ex^jand  Euro- 
pean capacity  25%,  to  2  million  units 
by  1995.  Even  before  the  Berlin  Wall 
came  down,  GM  had  plans  to  expand 
production  into  Eastern  Europe. 

So  much  tor  past  glories.  Eaton  will 
have  to  prove  himself  all  over  again  in 
his  new  job.  As  Chrysler  prepares  to 
roll  out  several  crucial  new  models,  its 
Byzantine  finances  will  continue  to  con- 
found. And  Eaton  will  have  to  sift 
through  the  company's  many  opposing 
factions  while  struggling  to  establish 
himself  as  its  leader.  Lutz,  who  knows 
the  operations  best,  has  promised  to 
stay  on,  despite  being  snubbed.  But 
many  a  passed-over  executive  has  said 
the  same  thing  in  between  appoint- 
ments with  corporate  recruiters. 

Eaton  says  running  Chrysler  is  "the 
best  jol)  in  the  whole  auto  industry." 
Maybe.  But  only  if  you  like  youi-  chal- 
lenges served  up  in  jumbo  portions. 
Bi/  Ron  Stodghill  II  in  New  York 
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hen  Eckhard  Pfeiffer  moved 
from  Munich  to  Houston  to 
ecome  Compaq  Computer  Coii^.'s  chief 
perating  officer  in  January,  1991,  the 
3mpany  was  on  a  roll.  "Nobody  ques- 
oned  Compaq's  future,"  says  Pfeiffer, 
)ut  the  cliff  was  right  in  front  of  us." 
/as  it  ever.  By  yearend,  Compaq  had 
osted  the  first  quarterly  loss  in  its 
istory  and  had  laid  off  1,700  employ- 
as.  Most  astonishingly,  the  board  had 
usted  Compaq's  co-founder  and  CEO, 
oseph  "Rod"  Canion,  and  replaced  hiin 
'ith  Pfeiffer. 
Nowadays,  the  questioning  inside 
ompaq  is  endless.  Started  in  1982, 
le  personal  computer  maker  was  the 
rst  company  in  U.  S.  history  to  reach 
1  billion  in  sales  in  just  six  years, 
ut  a  sluggish  PC  market,  ferocious 
jmpetition,  and  Compaq's  own  inept- 
ess  pummeled  the  company  last  year, 
let  income  plunged  71%,  to  $131  mil- 
on,  while  sales  fell  9%,  to  $3.3  bil- 
on.  The  stock  has  dropped  more  than 
0%,  to  22,  in  the  last  year. 

The  German-born  Pfeiffer,  50,  has 
iced  more  difficult  times  than  these. 
1  1944,  he  fled  with  his  family  across 


war-torn  Europe  in  advance  of  Rus- 
sian troops.  They  finally  settled  in  Nu- 
remberg, but  his  father,  a  German  sol- 
dier, became  a  Russian  prisoner  of  war 
and  didn't  rejoin  the  family  for  three 
years.  The  strife  didn't  stop  Pfeiffer 
from  launching  his  business  career  ear- 
ly. At  23,  he  helped  shape  Texas  In- 
struments Inc.'s  German  operation,  a 
division  he  ran  by  the  age  of  31.  He 
eventually  became  a  vice-president  at 
TI's  Dallas  headcjuarters,  but  then 
jumped  to  Compacj  in  1983  as  head  of 
its  fledgling  international  arm.  By  the 
time  he  moved  to  Houston  in  1991, 
Pfeiffer  had  built  the  unit  into  a  $1.8 
billion  powerhouse. 

Repositioning  Compaq  will  call  upon 
all  of  Pfeiffer's  expertise.  In  the  past, 
the  company's  strategy  was  to  sell 
high-perfoi'mance  machines  at  premi- 
um prices  through  a  broad  network  of 
dealers.  But  then  upstart  PC  clonemak- 
ers  started  beating  Compaq  with  low- 
cost  machines  sold  to  customers 
through  new  channels,  such  as  mail 
order,  by  phone,  or  in  computer  super- 
stores. 

Compaq  must  become  a  leaner  man- 


ECKHARD 
PFEIFFER 

These  days,  life  is  no 
Saturday  morning  volley 
for  Pfeiffer:  He  must 
stop  the  slide  that  led 
Compaq's  board  to  oust 
co-founder  and  CEO 
Rod  Canion.  That 
means  repositioning  a 
company  whose  net  in- 
come fell  71%  last  year. 
Your  serve,  Mr.  Pfeiffer 


ufacturer  while  keeping  its  technical 
edge  and  high  quality  standards.  To 
get  there,  the  company  has  reorga- 
nized into  two  units:  plain-vanilla  PCs 
and  more  sophisticated  computer 
systems.  Now,  desktops  and  portables 
can  slug  it  out  with  low-cost  clones, 
while  the  high  research  costs  associat- 
ed with  more  powerful  computers  are 
boi'ne  by  a  separate  unit. 

Also  on  the  agenda:  aggressive  price 
cutting,  a  new  ad  campaign,  and  an 
expanded  product  line.  Within  months, 
Compaq  will  offer  a  new  family  of  en- 
try-level PCs  designed  to  steal  market 
share  back  from  rivals  such  as  Dell 
Computer  Coi-p.  and  AST  Research  Inc. 
And  Compaq  PCs  are  now  available 
Ixjth  at  superstores  and  through  re- 
sellers. 

Pfeiffer  says  the  new  philosophy  is 
"no  stroke  of  genius.  It's  one  of  just 
coming  to  our  senses."  He'd  better 
hope  that  the  realization  isn't  coming 
too  late.  He  doesn't  want  1992  to  be  an 
encore  of  his  bruising  first  year  in 
Houston. 

By  Stephanie  Anderson  Forest  in 
Houston 
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25  EXECUTIVES  TO  WATCH 


Sally 

FRAME 

Kasaks 


They're  not  exactly 
Thelma  and  Louise,  but 
Sally  Kasaks  and  Ann 
Taylor  could  be  a  pair 
to  be  reckoned  with — 
if  Kasaks  can  stop  the 
slide  at  the  204-store 
women's  apparel  chain. 
So  far,  so  good:  The 
stock  has  rebounded 


I  ittinK  in  her  sparsely  furnished 
mJ  Manhattan  office,  the  new  chief 
executive  of  Ann  Taylor  Stores  Corp. 
concedes  that  hei'  company  has  had  its 
share  of  troubles.  "There  have  been 
five  owners  and  five  different  CEOs 
here  in  the  last  10  years,"  says  Sally 
Frame  Kasaks.  "This  business  was 
foundering?." 

No  kidding.  Ann  Taylor,  the  204- 
store  women's  apparel  chain  that  Ka- 
saks took  charge  of  on  Jan.  31,  has 
been  in  turmoil  for  months.  Kasaks' 
predecessor,  Joseph  E.  Brooks,  bought 
the  company  in  1989  with  Merrill 
Lynch  Capital  Partners.  Merrill  took 
a  56%  stake,  let  Brooks  put  his  son 
Thomas  on  the  payroll,  and  then 
watched  the  two  make  merchandising 
errors  that  blew  a  hole  in  sales.  Add- 
ing insult  to  injury,  Thomas  was 
stopped  by  U.  S.  Customs  last  Octo- 
ber for  failing  to  declare  roughly 
$140,000  worth  of  watches.  He  settled 
the  matter  with  a  $44,000  fine,  but 
both  Brookses  were  gone  within 
weeks.  Ann  Taylor's  stock,  which  had 
been  offered  to  the  public  in  May  at 
26,  tumbled  to  12. 


Kasaks,  47,  seems  just  right  to  get 
Ann  Taylor  looking  smart  again.  The 
daughter  of  a  doctor  and  a  former 
fashion  model,  she  has  the  easy  ele- 
gance of  the  chain's  ideal  customer. 
She  is  also  an  old  Ann  Taylor  hand 
who's  no  stranger  to  turnaroimds.  She 
pulled  a  six-year  hitch  at  the  company 
in  the  early  1980s,  the  last  two  as  CEO. 
In  1985,  she  became  CEO  of  Talbots 
Inc.,  a  women's  specialty-store  chain, 
and  dramatically  boosted  sales.  Then, 
she  was  I'ecruited  to  head  The  Limited 
Inc.'s  Abercrombie  &  Fitch  menswear 
division.  In  three  years  there,  she 
helped  double  sales  to  about  $70  mil- 
lion and  pared  losses  sul)stantially,  ac- 
coi"ding  to  Richard  Baum,  an  analyst  at 
Sanford  C.  Bernstein  &  Co. 

When  Ann  Taylor  came  calling,  Ka- 
saks says  the  prospect  of  running  the 
company  again  was  appealing.  But,  she 
says:  "It's  very  apparent  that  there 
was  a  certain  lack  of  cohesiveness  and 
focus"  in  the  chain's  approach.  Mer- 
chandise wasn't  moving,  and  customers 
were  shopping  elsewhere.  "I  was  disap- 
pointed that  I  couldn't  buy  a  pair  of 
stirrup  pants  [at  Ann  Taylor]  when 


that  was  the  biggest  fashion  of  the 
season,"  she  says. 

Her  plan:  focus  more  on  weekend 
wear,  where  sales  have  been  weakest, 
and  push  blouses  and  accessories, 
which  she  calls  "hamburger  helpei's" 
because  they  can  extend  the  life  of  an 
outfit.  She  has  shelved  what  she  calls 
Brooks's  "grandiose"  overseas  plans, 
and  is  concentrating  on  competing 
against  The  Limited,  Banana  Repub- 
lic, and  Talbots.  Kasaks  thinks  Ann 
Taylor  customers  will  return,  once  the 
stores  regain  a  bit  of  their  old  luster. 

A  turnaround,  however,  is  still  a 
way  off.  Sales  at  stores  open  a  year  or 
more  rose  just  1%  in  January  and  fell 
11.7%  in  February.  On  her  first  day, 
even  Kasaks  was  wearing  Abercrombie 
leggings  and  a  blazer— rather  than 
something  from  Ann  Taylor.  Still,  Ann 
Taylor's  stock  has  rebounded  to  about 
20  since  Kasaks'  appointment,  and  she 
remains  optimistic  that  she  can  get 
the  chain  back  on  track.  "This  is  not 
the  only  business  that's  fallen  on  tough 
times,"  she  says.  "I  mean  sometimes 
we  all  just  need  a  kick  in  the  butt." 

By  Laura  Zinn  in  New  York 
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Harvey  Golub 


There  was  'an  element  of  arrogance  in  the  culture,'  AmEx's  new  president  says, 
that  led  executives  to  ignore  the  keen  competition  from  credit  cards  and 
the  complaints  from  merchants.  Now  he'll  refocus  on  the  basic  card  business 


/  f  hen  Harvey  Golub  first  saw 
Visa's  TV  ads  for  the  Winter 
•lympics,  he  was  furious.  The  new 
resident  of  American  Express  Co. 
ristled  at  Visa's  claim  that  the  Olym- 
ics  "don't  take  American  Express."  In 
let,  hotels  and  restaurants  all  over 
ilbertville,  France,  took  the  green 
ard.  Visa's  exclusive  extended  only 
3  the  ticket  window.  Golub  immediate- 
/  fired  off  a  letter  of  protest  to  the 
nternational  Olympic  Committee  and 
umched  new  ads  countering  Visa's 
laims. 

Golub's  reaction  was  swift  and  delib- 
rate— qualities  that  have  been  lack- 
ig  at  AmEx  in  recent  years.  But  the 
2-year-old  executive  also  knows  Visa's 
ds  are  hitting  home.  The  truth  is, 
ome  retailers  have  abandoned  Ameri- 
an  Express,  complaining  of  arrogance 
nd  high  fees.  The  average  consumer, 
leantime,  has  a  wallet  full  of  plastic. 
Lfter  23  years  of  regular  quarterly 
arnings  increases,  the  AmEx  card  di- 
ision  faltered  last  fall  as  revenues  de- 


clined. To  make  matters  worse,  the 
Ojitima  card  took  an  unexpected  $155 
million  write-off  last  fall  after  a  spike 
in  delinquencies. 

AmEx  Chairman  .James  D.  Robin- 
son III  elevated  Golub  after  the  na- 
tive Brooklynite  spent  eight  years  in 
Minneapolis  as  head  of  AmEx's  IDS  Fi- 
nancial Services  Div.  Earnings  quadru- 
pled while  he  was  there  as  he  focused 
the  firm  sharply  on  personal  financial 
planning.  He  cherry-picked  stars  from 
rival  firms,  upgraded  training  of  his 
own  planners,  and  acquired  several 
small  firms  to  boost  production. 

Golub  hopes  to  bring  the  same  sort 
of  focus  to  the  corporate  level.  And 
he  admits  that  there's  a  management 
problem.  "I  think  there  was  an  ele- 
ment of  arrogance  in  the  culture,"  he 
says.  That  haughtiness  often  led  AmEx 
executives  to  ignore  the  intense  compe- 
tition in  the  credit-card  business.  To 
raise  cash  and  concentrate  on  plastic, 
AmEx  has  announced  plans  to  sell  part 
of  its  data  processing  unit  and  one  of 


its  insurance  units.  Many  on  Wall 
Street  also  think  AmEx  will  eventual- 
ly unload  the  retail  brokerage  of  Shear- 
son  Lehman  Brothers  Holdings  Inc., 
as  well  as  its  Lehman  Brothers  in- 
vestment bank. 

The  hard  part  will  be  figuring  out 
how  to  retain  an  increasingly  restless 
gi'oup  of  3(16  million  cardholders  while 
placating  merchants  iiTitated  by  AmEx 
policies.  To  help  energize  management 
and  smooth  over  merchants,  Golub  has 
enlisted  Jonathan  Linen,  a  well-respect- 
ed AmEx  veteran,  as  card  division 
president.  And  in  January,  he  re- 
launched the  Optima  card  with  a 
twist— cardholders  get  lower  rates  if 
they  pay  their  h\\\  on  time  for  a  year. 

An  avid  baker  of  cheesecakes  and 
pies,  Golub  also  relaxes  by  building  in- 
tricate model  ships  from  scratch.  "You  3 
do  that  so  you  don't  think,"  he  ex-  g 
plains.  Good  thing.  Golub  will  need  to  ^ 
save  all  his  brain  power  to  rebuild  i 
American  Express.  % 
Leah  Nat/tans  Spiro  in  New  York  B 
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DONALD  FITES 

His  tough  attitude  toward  the  UAW,  which  has  caused  1 1 ,000  workers 

to  hit  the  picket  hnes,  surprised  many  industry  observers.  But  , 

he  knows  that  Caterpillar  must  cut  labor  costs  if  it  is  to  compete  overseas 


£ ^  onald  V.  Fites  could  use  a 
break.  He  has  been  chief  execu- 
tive of  Caterpillar  Inc.  for  only  two 
years,  but  what  a  trying  time  it's  been. 
Worldwide  markets  for  Cat's  construc- 
tion and  earth-digging  equipment  col- 
lapsed in  1991,  resulting  in  a  $404  mil- 
lion loss  on  an  11%  decline  in  sales,  to 
$10.2  billion.  And  since  November, 
Fites  has  been  warring  with  the  Unit- 
ed Auto  Workers  over  pay  and  bene- 
fits, causing  11,000  of  Cat's  lfi,.500 
workers  to  hit  the  picket  lines. 

Fites,  58,  can  expect  little  relief  this 
year.  Cat's  markets  are  still  in  the 
dumper,  ensuring  yet  another  first- 
quarter  loss.  The  strike,  which  has 
shut  down  Cat's  most  profitable  facto- 
ries, isn't  helping.  Negotiations  are  pro- 
ceeding only  in  fits,  and  dealers  are 
running  short  of  erjuipment,  possibly 
undennining  the  important  spring  buy- 
ing season.  Says  industry  consultant 
Frank  E.  Manfredi:  "It's  looking  like  a 
no- win  situation." 

But  don't  tell  that  to  Fites.  Sources 


say  the  35-year  Cat  veteran  welcomes 
the  chance  to  slice  Cat's  labor  costs- 
strike  or  no  strike.  More  than  half  of 
Cat's  sales  last  year  came  from  out- 
side the  U.  S.,  and  Fites  knows  a  weak 
dollar  helped  exports.  Any  strength- 
ening could  eliminate  Cat's  edge  over 
Japanese  archrival  Komatsu  Ltd., 
which  has  lower  costs.  And  since  Cat 
already  has  aggressive  programs  in 
place  to  cut  other  expenses,  labor  is 
the  last  frontier.  Fites  declined  to  be 
interviewed  for  this  article. 

Fites's  tough  stance  against  the 
union  surprised  many  industry  observ- 
ers. After  all,  he  came  up  through 
Cat's  marketing  division,  where  his 
forte  was  buttering  up  customers,  not 
bashing  unions.  James  Vito,  vice-pres- 
ident for  sales  at  Philadelphia  dealer 
Giles  &  Ransome  Inc.,  remembers  a 
recent  visit  when  Fites  spotted  some 
Cat  earth-digging  e(|uipment  at  work 
and  jimiped  out  of  the  car  to  inter- 
view the  operator.  "He's  always  asking 
customers  what  they  think  of  the  prod- 


uct," says  Vito.  "How  many  chief  exec- 
utives do  that?" 

Insiders,  however,  know  Fites  is 
hardly  a  soft  touch.  Although  Cat's  big 
restructuring  in  1990  was  directed  by 
former  CEO  George  A.  Schaefer,  Fites 
was  the  plan's  architect.  Its  goal:  to 
foist  much  of  the  accountability  for 
profits  upon  plant  managers.  Fites, 
who  has  few  avocations  besides  aero- 
bics and  an  occasional  golf  game,  is  a 
hard  charger.  Having  worked  in  Eu- 
rope, Japan,  and  Brazil,  he  understands 
better  than  most  what  it  takes  to  com- 
pete overseas.  High  labor  costs  don't 
cut  it. 

But  he  has  a  formidable  opponent 
in  the  UAW.  Even  if  labor  and  man- 
agement forge  an  agreement,  UAW 
Secretary-Treasurer  Bill  J.  Casstevens 
says  that  Fites  can  expect  an  angry 
work  force  for  some  time.  In  the  inter- 
est of  his  beloved  customer,  Fites  has 
made  a  big  gamble.  This  year  may  tell 
whether  the  bet  pays  off. 

By  Kevin  Kelly  in  Chiccujo 
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ROBERT 
WRIGHT 


NBC  is  losing  money, 
and  its  ratings  are 
slipping.  Wright  has 
two  ideas  for  stem- 
ming the  red  ink: 
Share  the  costs  of  new 
programming  with 
studios  and  put  some 
of  the  Summer 
Olympics  on  pay-per- 
view  television 


'11)  hen  NBC's  Today  went  on  the 
road  to  Cuba  in  February, 
ryant  Gumbel  and  Katie  Couric  had 
n  unlikely  traveling  companion: 
obert  C.  Wright,  the  network's  pres- 
lent.  Wright  tagged  along  to  view  the 
aily  production  and  even  arranged  a 
ne-on-one  meeting  with  Fidel  Castro, 
rie's  developed  a  passion  about  news 
ince  the  gulf  war  and  the  Thomas 
earings,"  says  Michael  G.  Gartner, 
resident  of  NBC  News. 

Has  Wright,  the  epitome  of  a  cost- 
jnscious  executive,  finally  caught  the 
etwork  TV  bug?  Don't  bet  on  it.  After 
11,  Wright  also  declared  recently  that 
e'd  rather  see  NBC  lose  the  ratings 
ace  than  bleed  millions  of  dollars— as 
lo.  1  CBS  did  last  season.  The  electrify- 
ig  news  events  of  1991  may  have 
iqued  his  interest,  but  it  is  more  than 
aincidence  that  news  programs  are 
luch  cheaper  to  produce  than  situation 
omedies  such  as  The  Cosby  Show. 
'hat's  why  Wright  gave  the  green 
ght  to  Dateline:  NBC,  a  prime-time 
ews  show  with  Jane  Pauley  that  de- 
nted in  March. 

It's  more  accurate  to  say  that  Bob 


Wright  is  making  the  best  of  a  bad 
deal.  NBC  lost  $60  million  in  1991,  as 
the  recession  battered  ad  revenue  and 
perennial  hits  such  as  Cosby  and  Cheers 
became  sclerotic.  And  though  invest- 
ment bankers  say  Wright  spent  much 
of  last  year  trying  to  sell  off  all  or 
parts  of  the  network,  a  bad  regulatory 
environment  frustrated  him.  They  say 
the  goal  was  to  extricate  General 
Electric  Co.  from  its  troubled  invest- 
ment in  television,  but  for  now,  there's 
no  easy  way  out. 

Selling  the  network  became  compli- 
cated last  year  when  the  Federal 
Communications  Commission  refused 
to  rescind  rules  that  allow  Hollywood 
studios— instead  of  the  networks— to 
reap  profits  from  reruns.  That  cooled 
interest  in  NBC  from  potential  suitors 
such  as  Paramount  Communications 
Inc.  For  now,  says  Wright,  he  would  be 
happy  teaming  up  with  studios  to  de- 
velop programming. 

By  sharing  the  costs  of  new  pro- 
grams, Wright  hopes  to  stem  the  tide 
of  red  ink  at  NBC.  He  figures  network 
TV  as  a  whole  may  not  be  profitable 
again  until  1994,  after  NBC  and  its  ri- 


vals have  renegotiated  sky-high  con- 
tracts for  the  rights  to  telecast  baseball 
and  football.  Meantime,  he  has  a 
scheme  to  ease  the  burden  of  NBC's 
telecast  of  the  Barcelona  Olympics  this 
summer.  The  network  will  broadcast 
part  of  the  games  on  pay-per-view 
cable  without  commercials,  and  by  get- 
ting viewers  to  pay  extra,  Wright 
hopes  to  earn  back  half  of  the  $401 
million  NBC  paid  for  the  games.  The 
other  half  would  come  from  ad  rev- 
enue. Will  it  work?  Cable  execs  predict 
NBC  won't  sign  up  close  to  the  number 
of  viewers  it  needs  to  break  even. 

That  would  be  an  embarrassing  set- 
back for  Wright.  An  affable  suburba- 
nite who  collects  vintage  cars,  he's 
tough  as  nails  at  the  office.  But  the 
pressure  is  on.  While  GE  watchers  still 
regard  the  48-year-old  Wright  as  a  can- 
didate to  succeed  CEO  John  F.  Welch 
Jr.,  it  doesn't  help  that  other  GE  divi- 
sion heads  are  making  money,  while 
Wright  loses  a  bundle.  As  NBC  battles 
the  worst  downtui*n  in  network  TV  his- 
tory, even  Wright's  gi"it  may  not  win 
him  a  corner  office  in  Fairfield. 

By  Mark  Landler  in  New  York 
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The  affordable  power  sc? 


Today  s  user-friendly  software  demands  a 
lot  of  power  to  really  be  friendly.  And 
now  you  can  give  it  the  Intel486'"  power 
it  needs  for  a  friendly  price. 
With  an  Intel486  microprocessor  inside,  you  can  take 
full  advantage  of  today's  graphical  software.  In  fact, 
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where  other  systems  get  bogged  dowoi 
like  running  multiple  Windows*  applic 
tions  simultaneously,  the  Intel486  CPl 
powers  through  these  kinds  of  challen^ 
ing  operations  easily. 

Plus,  the  Intel486  CPU  will  keep 


Inicl486.  i486. 1386  and  the  Intel  Inside  logo  are  trademarks  of  Intel  Corporation.  ©1992  Intel  Corporation  The  chart  is  Byte  Magazine's  Excel  3,0  for  Windows  benchmark. 
*AiI  product  names  are  trademarks  of  their  respective  manufacturers. 
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e  for  today's  software. 

nerating  the  power  you  need  beyond  today.  Because 
t  next  generation  of  operating  system  software — like 
indows  NT;  0SI2\  Solaris*  and  NextStep/486  — also 
ids  the  power  of  the  i486  CPU. 

Ready  to  get  the  most  out  of  your  windowing  soft- 
ire?  Then  call  (800)  228-4549  for  a  free  brochure  on  the 


new  standard  in  desktop  computmg — the  Intel486  family. 
And  plug  your  software  into  a  real  power  source. 

intel» 

The  Computer  Inside.™ 


25  Executives  to  Watch 


Laurence 

HIRSCH 

As  head  of  Centex,  the 
big  homebuilder,  Hirsch 
has  felt  recession's  sting. 
But  Centex  has  also 
made  the  most  of  the 
slump,  knocking  out 
rivals  and  muscling 
into  new  markets 


V 

y  ou'd  think  Laurence  E.  Hirsch, 
^  chief  executive  of  Centex  Corp., 
would  be  kicking  up  his  heels.  After 
all,  Centex,  the  nation's  largest  home- 
builder,  shook  off  the  recession  in  Jan- 
uary as  its  sales  started  going  through 
the  roof.  And  experts  predict  that  af- 
ter skidding  to  a  45-year  low  in  1991, 
housing  starts  will  jump  18%  this  year, 
maybe  more. 

But  Hirsch,  46,  isn't  a  kick-up-your- 
heels  kind  of  guy.  "We're  not  terribly 
enthusiastic  if  this  thing  turns  into  a 
boom,"  he  says  warily.  It's  not  that  he 
likes  recessions.  Dallas-based  Centex 
has  suffered  like  everyone  else:  Net 
earnings  for  its  fiscal  year  ended  Mar. 
31  fell  an  estimated  22%,  to  $.'54  million, 
on  revenues  of  about  $2.;5  billion.  But 
given  the  company's  clout,  Hirsch  also 
sees  opportunity  in  liad  times.  While  a 
credit  crunch  and  poor  sales  knocked 
out  rival  builders,  well-heeled  Centex 
has  muscled  intf)  several  new  markets. 
With  a  solid  balance  sheet,  "we  tried  to 
take  advantage  of  this  downturn," 
Hirsch  says. 

Even  without  a  surge  in  housing 
starts,  Hirsch  sees  plenty  of  room  for 
more  growth.  Centex'  share  of  nation- 
al home  sales  has  })een  rising  steadily 
since  1987,  but  it  still  has  less  than  1% 
of  the  fragmented  homebuilding  indus- 
try. It's  in  .39  U.  S.  markets,  includ- 


ing  all  but  two  of  the  20  that  analysts 
project  to  gi'ow  fastest  through  199.5. 
That's  up  from  a  total  of  just  eight 
markets  in  1980,  when  two-thirds  of 
Centex'  homebuilding  earnings  came 
from  Texas. 

Hirsch,  a  New  York  native,  has  al- 
ways been  aggressive.  As  a  lawyer  in 
Houston,  he  became  involved  in  a 
proxy  fight  in  the  late  '70s  for  control 
of  a  cement  and  oil  company  called 
Southdown  Inc.  When  his  side  won  the 
battle  and  ousted  the  president,  Hirsch 
volunteered  for  the  job.  He  sold  off 
such  extraneous  units  as  a  candy  com- 
pany and  a  winery,  while  expanding 
the  cement  and  oil  businesses  into  a 
$816  million  company.  In  1985,  Centex 
stole  him  away. 

An  avid  reader  and  concertgoer, 
Hirsch  aims  to  outmaneuver  local  and 
regional  rivals  by  l)ringing  more  so- 
phistication to  homebuilding  than  they 


can.  To  stand  out  from  his  mostly 
mom-and-pop  competitors,  he  keeps 
three  architects  on  staff  who  create 
up  to  250  new  home  designs  annually. 
Centex  spends  heavily  on  its  own  mar- 
ket research,  and  it  trains  its  own 
sales  people. 

Not  all  of  Centex'  businesses  are  do- 
ing so  well.  Operating  earnings  at  its 
construction  products  group,  which 
sells  wallboard  and  other  building  ma- 
terials, fell  by  about  half  in  the  first 
nine  months  of  the  past  year.  The  con- 
tracting business  is  tough,  too,  because 
commercial  building  is  in  the  dumps 
and  more  competitors  are  vying  for 
public  projects  such  as  prisons  and 
hospitals.  Hirsch's  solution  to  the  prob- 
lem? He's  on  the  prowl  for  commercial 
builfling  contractors  to  accjuire.  As  usu- 
al, he  aims  to  make  the  best  of  bad 
times. 

By  Wendy  Zelhier  in  Dallas 
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DWAYNE 
ANDREAS 


Even  with  his  decades 
of  experience  in  selling 
grain  to  the  Soviets, 
the  chairman  of  Archer 
Daniels  Midland  finds 
that  doing  business 
in  the  republics  is 
'two  steps  forward  and 
occasionally  a  step 
back.'  Still,  'the 
opportunity  is  huge' 


nsights  are  often  where  you  find 
them,  and  confirmed  Russophile 
Wayne  0.  Andreas  has  found  plenty 
I  what  used  to  be  the  Soviet  Union. 
Take,  for  instance,  the  dinner  party 
eld  last  year  by  Mikhail  and  Raisa 
orbachev  in  their  dacha  a  month  be- 
)re  the  Soviet  President  resigned, 
esides  Andreas  and  his  wife,  the 
uests  included  Eduard  A.  Shevard- 
adze,  U.  S.  Ambassador  Robert  S. 
trauss,  and  their  wives.  Andreas  says 
orbachev  "was  quite  proud  of  what 
e  had  achieved."  But  what  he  remem- 
ers  most  is  a  forgettable  enough  joke 
y  Strauss:  "Predictions  are  hard  to 
lake,  particularly  if  they're  about  the 
iture." 

It's  not  hard  to  see  why  the  line 
asonates  for  Andreas.  As  chairman 
f  commodities  giant  Archer  Daniels 
lidland  Co.,  he  has  spent  decades 
uilding  relationships  with  the  Soviets 
1  order  to  sell  them  grain.  Contacts 
dthin  the  Soviet  elite  have  made  him 
ne  of  the  world's  top  exjDorters  to  the 
egion.  But  now,  the  turmoil  and  jum- 
led  bureaucracy  make  predicting  the 
Jture  there  next  to  impossible. 


In  one  way,  Russia  and  the  other 
republics  haven't  changed.  "The  oppor- 
tunity is  huge,"  Andreas  says.  Besides 
lots  of  grain,  the  food-distribution 
system  needs  100  new  processing 
plants  and  50  million  tons  of  storage 
space,  he  estimates.  ADM's  plans  are 
modest  for  a  company  with  $8.8  bil- 
lion in  annual  sales:  Andreas  wants  to 
build  two  soybean  processing  plants 
and  some  grain  elevators  for  a  total 
investment  of  $.50  million.  But  even 
getting  that  much  done  will  be  tough. 
"It's  two  steps  forward  and  occasional- 
ly a  step  back,"  Andreas  says.  "But  if 
you  don't  change  your  direction,  even- 
tually you'll  get  where  you're  headed." 

Meanwhile,  Andreas  is  trying  to 
make  strides  with  a  pet  project  back 
home:  ethanol.  ADM  pioneered  develop- 
ment of  the  coiTi-based  auto  fuel,  which 
reduces  pollutants  when  mixed  with 
gasoline.  Making  the  product  has  been 
a  boon,  thanks  largely  to  a  govern- 
ment subsidy  of  5.4<F  a  gallon.  And 
although  usage  is  currently  concentrat- 
ed in  the  Midwest,  Clean  Air  Act 
amendments  taking  effect  this  year 
should  make  it  more  popular  else- 


where. Andreas  hopes  the  10%  of  rev- 
enues ADM  gets  fi"om  ethanol  will  gi'ow 
to  at  least  25%  over  the  next  few 
years.  But  A.  E.  Staley  Manufacturing 
Co.,  Cargill  Inc.,  and  several  major 
farm  cooperatives  are  moving  into  the 
business. 

The  competition  won't  catch  Andre- 
as standing  still.  At  the  age  of  7.3,  he's 
still  driving  hard.  He  jets  regularly 
between  ADM  headquarters  in  Deca- 
tur, 111.,  and  his  homes  in  New  York 
and  Bal  Harbour,  Fla.  Most  days  in 
Florida  include  a  round  of  golf  with 
such  illustrious  buddies  as  Ross  .John- 
son, former  CEO  of  R,JR  Nabisco,  Tip 
O'Neill,  the  former  Speaker  of  the 
House,  or  Robert  Mosbacher,  former 
Commerce  Secretary. 

Andreas  is  also  a  regular  contributor 
to  Miami's  Barry  University,  where 
the  business  school  is  named  after  him. 
But  wherever  he  is,  Andreas  pores 
over  political,  economic,  and  weather 
reports  from  ADM's  staff  in  28  coun- 
tries. That's  one  way  to  avoid  those 
nasty  surprises  the  future  can  spring 
on  you. 

By  David  Greising  in  Chicago 
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25  EXECUTIVES  TO  WATCH 


Gary 
Wilson 

Al 
Checchi 


The  team  has  done  a 
remarkable  job  of 
keeping  Northwest  aloft. 
The  twofold  problem 
now:  How  can  they 
keep  it  from  being  an 
also-ran  to  United, 
American,  and  Delta? 
And  how  can  they  exit 
the  deal  with  as  much 
money  as  possible? 


f  t  has  been  a  tough  three  years 
for  financiers  Alfred  A.  Checchi 
and  Gary  Wilson.  Since  they  vaulted 
into  the  national  spotlight  in  1989  with 
the  $3.65  billion  leveraged  buyout  of 
Northwest  Airlines  Inc.,  everything 
that  could  go  wrong  has.  Despite  their 
insistence  to  the  contrary,  Checchi  and 
Wilson  are  in  a  very  sticky  position. 

Consider  the  chronology.  Less  than  a 
year  after  the  buyout,  slowing  airline 
traffic  begins  to  signal  a  deepening  re- 
cession. Then  the  gulf  war  hits,  send- 
ing the  airline  industry  into  a  crisis  of 
historic  proportions.  While  industry 
laggards  such  as  Eastern  Air  Lines 
Inc.  and  Pan  Am  World  Airways  Inc. 
start  throwing  off  assets  in  futile  ef- 
forts to  survive,  Checchi  and  Wilson 
find  themselves  hamstrung  by  heavy 
losses  and  $4.2  billion  in  long-term 
debt.  A  golden  opportunity  to  turn 
Northwest  into  a  global  megacarrier 


through  ac(}uisitions  slips  through  their 
fingers. 

That's  not  to  say  Checchi  and  Wil- 
son—and their  newly  assembled  airline 
management  team— haven't  done  a  re- 
markable job.  Despite  $618  million  in 
losses  in  the  past  two  years,  they've 
been  able  to  restructure  much  of  the 
LBO  debt  with  cheaper  paper.  They've 
also  improved  the  airline's  service 
markedly.  Their  biggest  coup  was  per- 
suading the  state  of  Minnesota  to 
dump  $835  million  into  Northwest's 
coffers.  Most  is  slated  for  a  new  main- 
tenance base,  but  $320  million  can  be 
used  as  Northwest  chooses. 

Nice  work.  But  for  Checchi  and  Wil- 
son, a  twofold  problem  remains:  How 
can  they  keep  Northwest  from  becom- 
ing an  also-ran  to  industry  stalwarts 
United,  American,  and  Delta?  And  how 
can  they  exit  their  deal  with  as  much 
money  as  possible?  They  know  that 


the  answer  to  the  first  question  will 
have  a  direct  impact  on  the  second. 

To  give  the  airline  critical  mass, 
Checchi  and  Wilson  have  scoured  the 
world  for  assets  to  buy  on  the  cheap. 
In  the  past  year  alone,  they  have  stud- 
ied pacts  with  Continental,  Midway, 
Qantas,  Philippine  Air,  and  America 
West.  A  big  hope  was  dashed  when 
KLM  Royal  Dutch  Airlines  backed  out 
of  a  proposed  merger  with  giant 
British  Airways  PLC.  KLM  owns  a  big 
stake  in  Northwest,  and  a  deal  might 
have  meant  fi"esh  capital.  Ultimately,  it 
could  also  have  forged  a  formidable  in- 
ternational competitor  out  of  the  three 
carriers. 

They'll  have  to  buy  something  soon 
if  they  plan  to  keep  up  with  American, 
United,  and  Delta.  Northwest  would 
like  to  build  up  its  domestic  system, 
which  is  especially  weak  in  the  South- 
west and  Eastern  Seaboard,  to  feed 
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;s  flights  to  Asia.  That's  why  Checchi 
nd  Wilson  have  been  nosing  around 
Continental  Airlines  Inc.  for  so  long. 
Sources  close  to  Northwest  say  they 
nmi  deal  until  Continental's  troubles 
nth  the  federal  Pension  Benefit  Guar- 
nty  Corp.  are  cleared  up  later  this 
ear. 

The  dealmakers  are  undeterred.  "If 
omething  is  worth  doing,  it  is  fi- 
anceable,"  says  Checchi.  But  finances 
emain  tricky.  If  Northwest  continues 
■J  sputter,  Checchi  and  Wilson  may 
ie\  pressure  to  take  the  company  pub- 
c  again.  Analysts  believe  they  could 
aise  $1  billion  from  a  stock  offering, 
'roblem  is,  they  don't  want  to  sell 
jst  yet.  Debt  is  cheap,  and  despite 
[le  strong  market  for  public  offerings, 
n  airline  stock  might  stall,  given  the 
idustry's  woes.  They'd  rather  cash 
ut  in  a  rebound. 

Northwest  may  be  the  biggest  chal- 
mge  Checchi,  43,  and  Wilson,  53,  have 
iced  during  a  long  friendship.  They 
let  when  Checchi  was  in  high  school 
nd  Wilson,  a  Wharton  MBA,  was 
working  for  Checchi's  uncle.  After 
!hecchi  graduated  from  Harvard  B- 
chool  in  1974,  Wilson  gave  him  a  job 
t  Marriott  Corp.,  where  Wilson  even- 
ually  became  CFO.  The  two  became 
nown  for  structuring  hotel  deals,  but 
!hecchi  made  his  fortune  in  the  early 
980s  as  a  dealmaker  for  Fort  Worth 
illionaire  Sid  R.  Bass.  When  working 
)r  Bass  at  Walt  Disney  Co.  in  1985,  he 
eciuited  Wilson  to  help  with  the  ailing 
ompany's  turnaround. 

Despite  their  long  years  together, 
!hecchi  and  Wilson  couldn't  be  more 
ifferent.  Checchi  is  the  glad-handing 
^ont  man  with  labor,  bankers,  and  the 
ledia.  An  active  Democrat,  he  last 
ear  helped  Democratic  National  Com- 
littee  Chairman  Ron  Brown  craft  a 
trategy  to  woo  big  donors.  Wilson, 
y  contrast,  is  Mr.  Inside— he  negoti- 
tes  most  of  the  deals  he  and  Checchi 
0.  A  staunch  Republican,  he  is  an  in- 
ensely  private  man  and  rarely  sur- 
ices  for  interviews.  He  was  slowed 
1  January  by  cjuadruple-bypass  heart 
urgery,  but  insists  he'll  be  back  to  a 
all-time  schedule  soon. 

There's  more  than  enough  to  do.  "I 
an't  tell  you  how  much  fun  it  is,"  in- 
ists  Checchi.  "Fun"  is  one  way  to  look 
t  it.  But  with  the  Big  Three  airlines 
peeding  ahead,  the  duo's  dreams  of 
reating  a  megacarrier— and  a  megafor- 
une— could  slip  away  if  they  don't 
love  soon. 

By  Kevin  Kelly  in  Chicago 


"AMERICA  IS  TALKING  ABOUT  THE  NEED 
FOR  BETTER  TASTING  BEEF..." 

^^and  here  it  is,fivrn  the  Double  LL  Ranch  of  Montana, 
shipped  direetly  to  your  home. " 


Dear  l-'rit'iirl: 

The  difference  in  taste  between  our 
Supermarket  beet  w  rapped  in  plastic  i 
packed  beef.  In  fact,  the  bright  red  col 
gotten  to  it,  reducing  the  time  it  w  ill 
sta\-  fresh.  Our  beet\  naruralb-  darker 
color  indicates  that  o.w  gen  has  been 
kept  out,  \'et  its  moisture  has  been 
retained  for  more  flavorful  cookmi;. 

We  offer  onl\-  the  finest  cuts  such 
as  mouthwatering  filet  mignons, 
tender  T-Boncs,  lean  sirloins,  etc. 
W'e  guarantee  that  l")()uble  LL  beef 
will  arrue  in  perfect  condition, 
pertecth'  aged.  And,  our  beef  is 
priced  at  less  than  ordinar\  mail- 
order beef 

We're  a  small  famih  -run  ranch. 
Iiist  ask  for  Sheila,  Wanda,  I^ebbie 
or  me.  Look  ton\  ard  to  hearing 
from  \  ou. 

Sincerdv, 
DOUBLE  LL  RANCH 


Double  LL  beef  and  ordinan'  beef  is  dramatic, 
s  likeh'  to  cariA'  more  bacteria  than  \  acuum- 
or  of  supermarket  beef  indieates  that  air  has 


Save  with  these  Special  Tenderloin  Prices 


FILET  MIGNONS 
These  tenderloins  are  ail  center  cut. 
Thick,  juicy  and  delicious. 

Asst.  6  Oz.  Price 

#27  10  FILETS  $79.50* 
#2cS       14  FILETS  S99.50* 


LINDA  LEON 


■  Plus  $9.  SO  shippnin  cr  hnuiiliiin 
Choose  from  1 7  other  assortments 
CALL  TOLL  FREE  1-800-752-8996 
OR  WRITE: 

Double  LL  Ranch,  Star  Route,  Woidcn,  xVlontana  59088 


GET  YOUR  FEET  WET  WITHOUT 
GEHING  IN  OVER  YOUR  HEAD. 

Maybe  you've  wanted  to  get  into  ment  Program  lets  you  test  the 

growth  stocks,  but  you're  not  sure         waters.  You  can  invest  in  Janus 
where  to  start.  You're  unfamiliar  with         Twenty  Fund  for  as  little  as  $50  a 
the  market  or  you  simply  don't  have         month,  it's  a  no-load  investment  that 
much  money  to  invest.  lets  you  dip  into  the  exciting  world  of 

Look  into  Janus  Twenty  Fund.  growth  stocks  without  worrying  about 

By  investing  most  of  its  portfolio  in        going  off  the  deep  end.** 
approximately  20-30  carefully  selected         Call  or  return  the  coupon  for  a  free 
growth  stoclis,  Janus  Twenty  Fund  had  prospectus  containing  more  com- 

a  69.21"..  total  return  for  the  one  year  /f^^^   plete  information.  Please  read 
period  ending  December  31, 1991  *  / i%^y\   the  prospectus  carefully  before  you 

Our  No  Minimum  Initial  Invest-   Iji^^^  invest  or  send  money. 

JANUS  TWENTY  FUND 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  610 

*  Per  Lipper  Analytical  Services,  inc.,  for  the  periods  ended  December  31,  1991,  Janus 
Twenty  Fund's  average  ajinual  total  returns  for  one  and  five  yecirs  were  69.21%  and 
21.98%.  respectively,  and  20.54%  for  the  life  of  the  Fund  from  April  30, 1985  through 
December  31,  1991.  Past  performance  does  not  guarantee  future  results.  Your  return  and 
share  price  will  vary  and  may  be  worth  more  or  less  at  redemption  than  at  purchase. 
**You  should  consider  your  ability  to  continue  in  such  a  program  in  view  of  the  possibility 
that  you  may  find  it  necessary  to  redeem  your  account  in  periods  of  declining  Fund  share 
prices  as  well  as  during  periods  of  rising  prices. 


I  YES- 1  would  like  to  know  moie  about  Janus  Twenty  Fund.  Send  to:  I 

■  M^^p  Janus  Funds  | 

I "  '    P.O.  Box  173375  ■ 

Address   Denver,  CO  80217-3375  B 

■  1-800-525-8983  ■ 
I  Citv/State/Zip   Ext.  610  eweiol 
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The  business  week  looo 


HOW  TO  PUT 
THE  NUMBERS 
TO  WORK 
FOR  YOU 


ay  it  aloud:  Three  trillion,  three  hundred  and  sev- 
%    enty-five  billion  dollars.  That  is  what  America's 
1,000  most  valuable  companies  are  worth  in  today's 

market. 

It's  an  awesome  number,  grown  appreciably  bigger  this 
year.  In  part,  that  reflects  some  optimism  on  the  economy's 
prospects.  But  don't  bet  the  mortgage  on  it.  While  the 
BUSINP]SS  WEEK  lOOO's  collective  market  value  climbed  a 
formidable  13%  over  the  past  12  months,  there  were  10% 
more  shares  outstanding-a  significant  part  of  the  gain. 
All  told,  profits  at  these  companies  were  off  18%  on  a  mea- 
ger 2%  gain  in  sales.  Return  on  common  equity,  return  on 
invested  capital,  and  margins  all  slipped  for  the  year.  It  is 
not  a  pretty  sight. 

These  big-picture  figiu-es  don't  begin  to  tell  the  whole  sto- 
ry of  the  BUSINESS  WEEK  1000,  though.  The  tinly  important 
numbers  are  the  ones  that  can  inforni  you  about  what's  hap- 
pening at  specific  companies.  And  you  will  find  plenty  of 
them  here. 

In  the  pages  that  follow,  you  can  tr-ack  the  performance- 
and  preview  the  future-of  1,000  individual  companies.  This 
is  no  br-oad-brush  overview.  The  BUSINESS  WEEK  1000  offers 
2.5  different  measurements.  Many  of  them,  including  market 
value,  sales,  profits,  margins,  and  assets,  include  valual)le 
comparisons  with  the  year  before. 

Don't  limit  yourself  to  just  the  left-hand  .side  of  the  tables. 
Over  on  the  right,  the  share-data  section  is  every  bit  as  in- 
formative. The  dividend  section,  for  instance,  lists  1991 
yield,  payout,  and  total  return  for  each  company.  Earn- 
ings-per-share  data  provide  1990  and  1991  numbers-plus  an- 
alysts' estimates  for  1992. 

To  help  place  all  these  numbers  in  context,  turn  to  page 
164,  where  you  will  find  much  of  the  same  data  broken 
down  by  industry.  If  you  are  looking  for  specifics  on  a  par- 
ticular company,  try  the  alphalietical  index  beginning  on 
page  211. 


COMPOSITES 


MARKET  VAlUc  Ibiiuonsi 

53  375 

ruAilRF  FDnM  A  YEAR  AGO 

+13% 

RETURN  ON  lOMMON  tuuiii 

9.2% 

YEAR  AGO 

12.5% 

RETURN  ON  INVESTED  CAPITAL 

8.8% 

YEAR  AGO 

1 1 .0% 

SALES  iBiuiONSi 

$3,860 

CHANGE  FROM  1990 

+2% 

PROFITS  I8IILI0NSI 

$143 

CHANGE  FROM  1990 

-1 8% 

ASSETS  IBIIUONSI 

$7,823 

CHANGE  FROM  1990 

+4% 

1991  MARGINS 

3.7% 

1990  MARGINS 

4.6% 

AVERAGES 


PRICE-TO-BOOK 

230% 

YEAR  AGO 

187% 

HIGH/LOW  PRICE 

$53/$35 

RETURN  TO  INVESTORS 

36% 

1991  EARNINGS  PER  SHARE 

$2.03 

1990  EARNINGS  PER  SHARE 

$2.16 
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MITA  introduces  something  unheard  of 


in  the  world  of  high-speed  copiers 


Competition, 


Introducing  Mita's  85-copies-per-minute  DC-8585  copier. 


If  you  were  looking  for  a  high-speed  copier  before  now, 
you  probably  didn't  have  a  lot  of  choices  ■  But  with  the 
Mita  high-productivity  DC-8585,  you  get  all  the  usual  features 
associated  with  the  best  high-speed  copiers  plus  some 
interesting  additions  ■  Our  highly  competitive  Cost-Per- 
Copy  Program  is  one  of  them  ■  So  is  MEMO,  which  is  an 
electronic  remote  monitoring  system  that  gives  you  fast 
and  accurate  billing  ■  And  because  Mita  has  been  making 
copiers  for  58  years,  you  don't  have  to  wonder  about 
reliability  ■  So  if  you'd  like  to  hear 
more  informatioxi  (facts  and  figures  the 
competition  doesn't  like  to  hear),  call  1-800- 
858-MITA  and  ask  about  the  Mita  DC-8585.      [the  image  specialist]' 


mita. 


•THE  MITA  DC  8585  IS  AVAILABLE  THROUGH 
SELECTED  MITA  DEALERSHIPS  IN  LIMITED  AREAS. 


c  1992  MITA  COPYSTAR  AMERICA.  INC- 
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12 
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SMll 

CHANC 
FROM 
1990 

% 

1 

EXXON 

69086 

2 

I04217y 

-2 

5600.0 

12 

5.4 

4.7 

NA 

16.7 

84593 

-2 

PHILIP  MORRIS 

68770 

3 

48064 

8 

3927.0 

1 1 

8  2 

8.0 

17  2 

314 

47384 

2 

GENERAL  ELECTRIC 

66969 

4 

59379 

3 

4435.0 

3 

7  5 

7.5 

21.2 

20  5 

168259 

9 

WAL-MARI  STORES 

60954 

6 

43887 

35 

1608.5 

25 

3  7 

4  0 

18  6 

25  1 

15443 

36 

MERCK 

57976 

5 

8603 

12 

2121.7 

19 

24.7 

23.2 

37.7 

45.6 

9499 

18 

17 

11 

COCA-COLA 

5241  1 

9 

1  1572 

13 

1618.0 

17 

14.0 

13.5 

33.3 

38  3 

10222 

10 

AMERICAN  TELEPHONE  &  TELEGRAPH 

49426 

8 

44651 

2 

522  0 

-83 

1.2 

7.1 

3.7 

3.2 

53355 

10 

INTERNATIONAL  BUSINESS  MACHINES 

49322 

I 

64792 

-6 

-564  0 

NM 

NM 

8  7 

-14  3 

-15 

92473 

6 

1 

ft 

BRISTOL-MYERS  SQUIBB 

41431 

7 

1  1  159 

8 

2056.0 

18 

18.4 

17.0 

34  7 

35.5 

9416 

2 

10 

PROCTER  &  GAMBLE 

33558 

10 

28229 

9 

1787.0 

3 

6.3 

6.7 

15.7 

25.4 

23733 

15 

1 

11 

JOHNSON  &  JOHNSON 

32019 

1  1 

12447 

1  1 

1461.0 

28 

1  1.7 

10.2 

23.2 

27.3 

10513 

11 

1-J 

DU  PONT 

29535 

16 

38695Z 

-3 

1403.0 

-39 

3.6 

5.8 

7.8 

8  2 

361  17 

-5 

l:i 

GTE 

26778 

20 

19621 

2 

1529  0 

-6 

7.8 

8.5 

NA 

14.0 

42437 

6 

1 J 

ABBOTT  LABORATORIES 

25410 

23 

6877 

12 

1088.7 

13 

15.8 

15.7 

34.1 

34.0 

6255 

12 

15 

PEPSICO 

25054 

15 

19608 

10 

1080.2 

-1 

5.5 

6.1 

12.0 

20  8 

18783 

10 

Ki 

PFIZER 

23941 

28 

6950 

9 

722.1 

-10 

10.4 

12.5 

15.7 

14.2 

9635 

6 

17 

AMERICAN  HOME  PRODUCTS 

23828 

27 

7079 

5 

1375.3 

12 

19.4 

18.2 

NA 

44.4 

5775 

-4 
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GLOSSARY 


MARKET  VALUE:  Share 
price  0)1  Mar.  6,  1992, 
Diultiplied  by  Litest  avail- 
able common  shares  out- 
standing 

PROFITS:  Net  income  from 
continuing  operations 
before  extraordinary  items 

MARGINS:  Profits  as  a  per- 
cent of  sales 

RETURN  ON  INVESTED 
CAPITAL:  Profits  plus 
minority  interest  and 
interest  expense  (adjusted 
by  tax  rate)  as  a  percent 
of  debt  and  equity  fimds 

RETURN  ON  COMMON 
EQUITY:  Net  mcome  avail- 
able for  common  share- 
holders divided  by  com- 
mon eqiiit)' 

ASSETS:  Total  assets  as 
reported  at  end  of  compa- 
ny's latest  avaiLible  1991 
quarter 

RECENT  SHARE  PRICE: 

Price  fi)r  a  single  share  of 
a  company's  most  widely 
traded  issue  of  common 
stock  as  of  the  close  of 
tiading  Mar  6,  1992 

HIGH/LOW  PRICE:  Trading 
range  for  company's  com- 
mon stock,  Mar  1991  to 
Mar  1992 


BOOK  VALUE  PER  SHARE: 

Sum  of  common  stock, 
capital  surplus,  and 
retained  earnings  divided 
by  most  recently  avaiLible 
number  of  common  shares 
outstanding 

P-E  RATIO:  Price-eaniings 
ratio  based  on  1991 
earnings  and  Mar.  6 
stock  price 

YIELD:  Annual  dividend 
rate  as  a  percent  of  Mar 
6  stock  price 

PAYOUT:  Latest  annualized 
dividend  rate  as  a  percent 
of  the  company's  most 
recait  annual  earnings 
per  share 

TOTAL  RETURN:  Annual 
dividend  per  share  plus 
cuirent  market  price,  as 
a  percent  of  year-ago  price 
per  share 

INSTITUTIONAL  HOLDINGS: 

Percent  of  outstanding 
shares  of  stock  held  by 
banks,  colleges,  pension 
finds,  insurance  compa- 
nies, and  investment  com- 
panies as  calaiLxted  by 
Vickers  Stock  Research 
Corp. 

SHARES  OUTSTANDING: 

Millions  of  common  shares 
outstanding  as  of  the  com- 
pany's Litest  avaiLible 
financial  report 


TURNOVER:  Percent  of  out- 
standing common  shares 
changing  hands  in  tfie 
latest  year 

FY:  Number  of  the  month 
in  which  companys  fiscal 
year  ends 

EARNINGS  PER  SHARE: 

Pnmaiy  earnings  per 
share,  exluding  extraordi- 
nary profit  or  loss,  divid- 
ed by  number  of  common 
and  common  equivalent 
shares 

EARNINGS  PER  SHARE 
ESTIMATES:  Analysts  con- 
sensus  estimates  for  1992 
compiled  as  of  Mar  6  by 
Institutional  Brokers  Esti- 
mate System  (IBES),  a 
sm'ice  of  Lynch,  Jones  cr 
Ryan. 

VARIATION:  Percentage  by 
which  ni'o-thirds  of  the 
1992  earnings  estimates 
are  above  or  below  the 
average  estimate  as  calcu- 
lated by  IBES 

DATA;  Unless  otherwise 
indicated  all  data  in  the 
following  Top  1000  tables 
have  been  provided  by 
Standard  &  Poor's  Com- 
pustat  Services  Inc.,  a 
unit  of  McGraw-Hill 
Inc. 


mm 


DIVIDENDS 


SHARES 


EARNINGS  PER  SHARE 


INDUSTRY  GROUP 


I  12-MONIH 
HIGH/ 

low 

S 

PRICE 
AS  %  OF 
BOOK 
VAIUE 

P-f 

8*110 

YIEIO 

PAVODI 

TOIAl 
RETURN 

INSTI- 
TUTIONS 
HOIDING 

SHRS 

OUT 
Mil 

TURN. 
OVER 

FY 

1990 
ACTUAl 
S 

1991 
ACTUAl 
S 

ANAIVSTS' ESTIMATES 
1992  VARI- 
ESI  ATION 
S 

62/55 

209 

13 

4.82 

60 

8 

39 

1242 

22.0 

12 

3.96 

4.45 

4.20 

10.0 

Fuel  B 

83/62 

550 

18 

2  81 

50 

19 

60 

920 

50  9 

12 

3  83 

4  24 

5.56 

1,6 

Consumer  E 

81/62 

309 

15 

2.84 

43 

18 

52 

864 

39  3 

12 

4.85 

5.10 

5.61 

1.6 

Conglomerates 

60/35 

950 

38 

0.32 

12 

53 

29 

1  153 

29  0 

01 

l.U 

1.40 

1,72 

1  7 

Retailing 

170/100 

1247 

27 

1.68 

46 

57 

57 

387 

43.4 

12 

4.56 

5.49 

6.48 

1.2 

Health  care  B 

83/51 

1241 

32 

1  22 

40 

58 

54 

664 

315 

12 

2.04 

2.43 

2.87 

17 

Consumer  C 

41/33 

305 

94 

3.50 

330 

15 

30 

1309 

36.7 

12 

2.51 

0.40 

2.94 

3.1 

Telecomms.  A 

135/84 

133 

NM 

5  60 

DEF 

-29 

48 

571 

73  5 

12 

10,51 

-0.99 

7  18 

12.5 

Office  equipment  B 

90/74 

715 

20 

3.46 

70 

1  1 

58 

520 

51  7 

12 

3.33 

3.95 

4  66 

1,1 

Health  care  B 

107/76 

505 

20 

2.02 

41 

28 

45 

339 

41.1 

06 

4,49 

4.92 

5  20 

2.1 

Consumer  D 

117/81 

598 

22 

1.66 

36 

25 

58 

333 

54.8 

12 

3.43 

4.39 

5.12 

1.4 

Health  care  D 

51/36 

174 

21 

3  82 

81 

27 

40 

671 

318 

12 

3.40 

2.08 

3  28 

8  2 

Chemicals 

35/28 

251 

18 

5.64 

101 

3 

51 

889 

33  9 

12 

2.26 

1.69 

2.14 

2  8 

Telecomms.  B 

70/45 

793 

23 

1.67 

39 

39 

49 

425 

35.4 

12 

2  22 

2  55 

2  96 

10 

Health  care  D 

37/27 

482 

24 

1.51 

36 

0 

53 

789 

61.2 

12 

1.37 

1.35 

1.78 

2.2 

Consumer  C 

87/50 

472 

34 

2,04 

69 

45 

67 

330 

64  2 

12 

2.39 

2.13 

3.21 

1  9 

Health  care  B 

86/55 

769 

17 

3.44 

60 

43 

62 

316 

41.2 

12 

3.92 

4  36 

4  84 

1.4 

Health  care  B 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

5  Mil 

VEAD 
AGO 
SANK 

12 

MONTHS 
1991 
S  MIL 

CHANGE 
FIIOM 
1990 

12 

MONTHS 
1991 
S  MIL 

CHANGE 
FROM 

1990 

12 

MONTHS 
1991 

12 

MONTHS 
1990 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1991 

CHAf 
FRO 
19! 

18 

MOBIL 

23699 

14 

56432y 

-4 

1921.0 

0 

3.4 

3.3 

10.2 

11.4 

41354 

\'i 

GENERAL  MOTORS 

22792 

18 

123056/ 

-1 

-4992.0 

NM 

NM 

NM 

NM 

-18.2 

184326 

ELECTRONIC  DATA  SYSTEMS 

5919 

NR 

7029 

17 

563.0 

13 

8.0 

8  3 

20.1 

21.6 

5703 

2: 

CM  HUGHES  ELECTRONICS 

1321 

NR 

1 1481 

-1 

505.0 

-30 

4  4 

6.2 

6.5 

6.1 

12931 

20 

BELLSOUTH 

21962 

17 

14446 

1 

1506.9 

-8 

10.4 

1 1.4 

9.8 

11.5 

30942 

21 

AMOCO 

21777 

12 

25325 

-10 

1220.0 

-36 

4.8 

6.8 

7,7 

8  5 

30568 

CHEVRON 

21367 

13 

40900z 

-4 

1293  0 

-40 

3.2 

5.1 

7.5 

8.5 

34607 

ELI  LILLY 

21105 

19 

5726 

10 

1314.7 

17 

23.0 

21  7 

25  7 

26  5 

8299 

1i 

24 

MICROSOFT 

21039 

45 

2276 

54 

581.4 

63 

25.5 

24.1 

33.0 

32.8 

2128 

5( 

WASTE  MANAGEMENT 

20916 

22 

7551 

25 

606.3 

-15 

8  0 

1 1.8 

9.1 

14.7 

1 1634 

i; 

30 


WALT  DISNEY 

MINNESOTA  MINING  S  MFG. 

HEWLETT-PACKARD 

AMERICAN  INTERNATIONAL  GROUP 

SOUTHWESTERN  BELL 


20229 
1980S 
18690 
18308 
17449 


33 
24 
44 
25 
34 


6627 
13340 
14949 
15834y 

9332 


10 
2 

10 
6 
2 


674.3 
1154  0 

856.0 
1553.0 
1 156.5 


18 

-12 
1 1 


10,2 

8  7 
5,7 

9  8 
12.4 


13.6 
10.0 
5.7 
9  7 
12.1 


NA 
NA 

1  1.8 
NA 

1  1.2 


16.5 
18  3 
1 1.3 
14.1 
13.2 


10327  2 
1 1 083 

12276  1( 
69248  1 
23179 


FORD  MOTOR 

FEDERAL  NATIONAL  MORTGAGE  ASSN. 
BELL  ATLANTIC 
ATLANTIC  RICHFIELD 
BOEING 


1  7338 
1  7062 
16731 
16152 
15828 


35 
48 

26 
21 
30 


88286 
13586/ 
12280 
1 7037x 
29314 


-10 
7 
0 
-5 
6 


-2258.0 
1455.4 
1331.6 
709.0 
1567.0 


NM 
24 
1 

-58 
13 


NM 

10  7 

10.8 
4.2 
5.3 


0.9 
9  2 
10.7 
9.4 
5.0 


NM 

9  2 
NA 
10.5 
17.7 


-10.0 
276 
14.2 
10.5 
19.7 


174429 
147072  1 

27882 

24014 

16118  1 


40 


AMERITECH 

PACIFIC  TELESIS  GROUP 
SEARS,  ROEBUCK 
ANHEUSER-BUSCH 
DOW  CHEMICAL 


15798 
15790 
15785 
15619 
15292 


29 
31 
47 
41 
40 


10818 
9895 
57242/ 
10996 
18807/ 


1 165.5 
1015.0 
1  144.9 
939.8 
942.0 


-7 
-1 
28 
12 
-32 


10.8 
103 
2.0 
8.5 
5.0 


1 1.8 

10.6 
1.6 
7.8 
7.0 


12.0 
10.6 
12.6 
15.6 
10.0 


14.4 

13  1 
6.7 

21.8 
9.7 


22290 
21838 
106435  1 

9960 
24727 


TEXACO 
NYNEX 

MCDONALD'S 
SCHLUMBERGER 
EASTMAN  KODAK 


14734 
1467  1 
14308 
14308 
14084 


32 
37 
43 
36 
39 


38322/ 
13229 
6695 
6145 
19419 


-3 
1 

16 
3 


1294.0 
600.8 
859  6 
815  7 

17.0 


-1 1 
-37 
7 
43 
-98 


3  4 

4  5 
12  8 
13.3 

0.1 


3.5 
7.0 
12  I 
10.7 
3.7 


119 
6.6 
12  6 
23.1 
NM 


14  0 
6.3 
19.6 
22  9 
0.3 


26182 
27478 
10809 
6854  1 
24790 


}<i  US  WEST 

IT  KELLOGG 

4«  HOME  DEPOT 

i'.>  INTEL 

50  PACIFIC  GAS  S  ELECTRIC 


13835 
1  3708 
12957 
12699 
12423 


38 

53 
105 
52 
51 


10577 
5787 
5137 
4779 
9778 


6 
12 
35 
22 

3 


553.4 
606.0 
249  2 
818.6 
1026.4 


-54 
21 
52 
26 
4 


5.2 
10.5 

4.9 
17  1 
105 


12.0 
9  7 
4  3 
16.6 
10.4 


6.5 
30.1 
13  1 
18.4 

NA 


5.8 
28  9 
15.6 
18  5 
12.4 


27854 

3933 

2510  5: 
6292  i: 
22901 


SARA  LEE 

EMERSON  ELECTRIC 
SCHERING-PLOUGH 
RJR  NABISCO  HOLDINGS 
GENERAL  MILLS 


12203 
11911 
11452 
11217 
10964 


63 
56 
46 
428 
62 


12651 
7443 
3616 

14989 
7486 


714  7 
6377 
645  6 
368.0 
492.6 


43 
3 
14 
NM 
18 


5  7 
8  6 

17  9 
2.5 

6  6 


4.1 
8.0 
17  0 
NM 
6.0 


15.6 
18  4 
34  3 
7.9 
25  0 


23  7 
18.8 
34  9 
4.7 
38  0 


9754  2 
6562 
4013 
32131 
4240  1 


5B 


58 


60 


J. P.  MORGAN 
SYNItX 
GILLETTE 
NATIONSBANK 
AMERICAN  EXPRESS 


10922 
10627 
10483 
10319 
10152 


70 
64 
80 
218 
42 


10314 
1958 
4684 
1  1594 
25763/ 


-3 
6 


1 1  14.0 
451  0 
427.4 
201.9 
789.0 


44 

15 
16 
-66 
133 


10.8 
23  0 
9.1 
17 
3.1 


7.4 
23  3 
8.5 
5.0 
1.4 


30.4 
34.5 
275 
17.4 
43.1 


19  6 
38.5 
416 
4  6 
10.8 


103468  I 
2588  2< 
3543 

1 10319 

153456 
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UATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

JI  I2.M0NIH 
E  HIGH/ 
E  low 

s 

PHICE 
AS%Of 
BOOK 
VAIUE 

P-E 
RAIIO 

yiEiD 

% 

PAVOUI 

IOTA  I 
R£TU(N 

INSII- 
lUIIONS 
HOIOING 

SH«S 
OUT 
MIL 

TURN- 
OVER 

FY 

1990 
ACTUAl 

s 

1991 
ACIUAl 

s 

ANAIYSTS 
1992 
ESI 

s 

ESIIMAIES 
VARI- 
ATION 

)  73/59 

145 

13 

5.38 

69 

3 

57 

398 

40.2 

12 

4.60 

4.65 

4  52 

14.4 

Fuel  B 

44/27 

82 

NM 

4.34 

DEF 

-1 

35 

618 

61.7 

12 

-4  09 

-8  85 

0  78 

117  9 

Automotive  A 

33/20 

227 

25 

1.20 

31 

39 

51 

198 

44  9 

12 

1  04 

1.18 

1 ,33 

3.8 

Office  equipment  C 

20/13 

16 

15 

3  89 

57 

4 

NA 

71 

5,9 

12 

1  82 

1  26 

1 ,67 

10.8 

Electrical  B 

54/45 

168 

15 

6.12 

89 

-5 

25 

487 

18.6 

12 

3.38 

3.1 1 

3.32 

4.5 

Telecomms.  B 

55/44 

152 

18 

5.01 

90 

-10 

52 

496 

28  2 

12 

3  77 

2.45 

3.1 1 

14.8 

Fuel  B 

80/60 

141 

17 

5.36 

89 

-14 

42 

347 

30.7 

12 

6.10 

3.69 

4.22 

16  4 

Fuel  B 

88/70 

425 

16 

3.05 

49 

-3 

64 

293 

56.9 

12 

3  91 

4.50 

5.23 

1.5 

Health  care  B 

133/61 

1188 

48 

0.00 

0 

79 

33 

178 

1874 

06 

1 .56 

2.47 

3.54 

2  5 

Office  equipment  C 

47/34 

508 

35 

1.04 

36 

5 

51 

492 

58.0 

12 

1  49 

1 .23 

1 .91 

3.1 

Services  C 

157/104 

494 

32 

0.45 

15 

25 

41 

130 

89.7 

09 

6.00 

4.78 

6.13 

4.7 

Leisure  B 

99/84 

315 

17 

3.54 

61 

6 

64 

219 

41  3 

12 

5  91 

5.26 

5.76 

2.1 

Manufacturing  A 

78/45 

247 

24 

0.68 

17 

58 

52 

253 

72  5 

10 

3  06 

3.02 

4.48 

118 

Office  equipment  B 

102/79 

167 

12 

0.58 

7 

-3 

51 

212 

37.8 

12 

6,92 

7.28 

7  72 

2.3 

Nonbank  fin.  B 

66/49 

199 

15 

4.89 

74 

18 

38 

300 

30.2 

12 

3.67 

3.85 

4.14 

3.4 

Telecomms.  B 

40/23 

76 

NM 

4.46 

DEF 

18 

50 

483 

61  3 

12 

1  86 

-4  79 

0.18 

422  2 

Automotive  A 

72/41 

324 

12 

1.92 

23 

40 

82 

273 

90.2 

12 

4.50 

5.33 

5.74 

2.1 

Nonbank  fin.  A 

53/42 

179 

12 

5.96 

74 

-6 

30 

396 

27.4 

12 

3  38 

3  41 

3  52 

5.7 

Telecomms.  B 

134/99 

240 

23 

5  37 

125 

-16 

56 

158 

49.4 

12 

10  20 

4.39 

6.91 

14.9 

Fuel  B 

55/41 

199 

10 

2.17 

22 

-3 

48 

343 

87.9 

12 

4.01 

4  56 

4  96 

3.0 

Aerospace 

69/56 

195 

14 

5.94 

80 

-4 

29 

267 

21.9 

12 

4.73 

4.39 

4.83 

1.2 

Telecomms.  B 

45/39 

204 

15 

5.44 

83 

1 

37 

401 

26.9 

12 

2  59 

2.58 

2.98 

2  3 

Telecomms.  B 

46/31 

120 

14 

4.36 

60 

46 

66 

344 

49,0 

12 

2  60 

3  32 

4  42 

5.9 

Retailing 

62/47 

363 

17 

2.04 

34 

23 

55 

285 

35-5 

12 

2  96 

3  26 

3.67 

1,4 

Consumer  C 

60/46 

159 

16 

4.60 

75 

9 

50 

271 

52.9 

12 

5.10 

3.46 

3.31 

14.2 

Chemicals 

70/56 

173 

12 

5.61 

69 

-2 

63 

259 

607 

12 

5  1 8 

4,61 

4.35 

15.9 

Fuel  B 

82/68 

154 

24 

6.33 

153 

4 

37 

204 

30.6 

12 

4.78 

2  98 

6.17 

2  9 

Telecomms.  B 

45/30 

334 

17 

0.93 

16 

30 

61 

358 

64  2 

12 

2  20 

2  35 

2  66 

2,3 

Leisure  A 

74/56 

402 

17 

2.01 

35 

-4 

50 

240 

60.2 

12 

2.40 

3.42 

3.20 

6  3 

Fuel  C 

51/39 

213 

NM 

4.61 

4000 

7 

56 

325 

69.1 

12 

2.17 

0.05 

4.15 

6.0 

Leisure  D 

40/34 

144 

24 

6.16 

151 

-5 

42 

410 

29.4 

12 

3.11 

1  38 

3  06 

3.3 

Telecomms.  B 

67/41 

654 

23 

1.97 

45 

39 

73 

241 

30,7 

12 

2  08 

2  5 1 

2  84 

11 

Food  B 

72/32 

810 

51 

0.20 

10 

97 

59 

211 

91.9 

01 

0.90 

1  20 

1.54 

3  2 

Retailing 

69/39 

287 

16 

0.00 

0 

33 

74 

204 

281.6 

12 

3  20 

3  92 

4,19 

7,9 

Electrical  D 

33/24 

164 

13 

5.51 

73 

27 

36 

418 

25.2 

12 

2.10 

2.24 

2.50 

4.8 

Utilities  A 

58/34 

429 

24 

1.95 

47 

59 

45 

238 

39.2 

06 

1.91 

2.15 

2.44 

1.2 

Food  B 

58/42 

352 

19 

2.60 

49 

24 

64 

224 

310 

09 

2.75 

2.83 

3.07 

2.0 

Electrical  A 

68/47 

619 

19 

2  33 

44 

22 

63 

202 

79,6 

12 

2  50 

3.01 

3.54 

17 

Health  care  B 

13/9 

268 

45 

0.00 

0 

1 1 

15 

122 

67.3 

12 

-1.19 

0.22 

0.61 

6.6 

Consumer  E 

76/52 

846 

22 

2.24 

49 

31 

61 

166 

35.5 

05 

2.82 

3.04d 

3.49 

1-4 

Food  B 

71/44 

196 

10 

3.78 

39 

35 

69 

190 

75.9 

12 

3.99 

5.63 

5.65 

7.4 

Banks  A 

54/37 

907 

25 

1.95 

49 

37 

52 

226 

93  1 

07 

1  53 

1.89 

2.19 

10,0 

Health  care  B 

56/34 

1065 

25 

1.30 

32 

38 

68 

219 

67.0 

12 

1,60 

1.94 

2.30 

1.7 

Consumer  D 

48/29 

278 

59 

3.32 

195 

67 

35 

231 

48.7 

12 

3,40 

0.76 

4.24 

9.0 

Banks  C 

30/18 

147 

14 

4.65 

63 

-9 

65 

472 

89.9 

12 

0.69 

1.59 

2.28 

7.0 

Nonbank  fin.  A 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

11 

$  MIL 

YEAR 
4G0 
RANK 

12 

MONTHS 
1991 

S  Mil 

CHANGE 
FROM 
1990 

12 

MONTHS 
1991 

SMll 

CHANGE 
fROM 
1990 

12 

MONTHS 
199! 

12 

MONTHS 
1990 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1991 

SMll 

CHA 
fR( 
19 

KMART 

10088 

74 

34969y 

8 

859.0 

14 

2  5 

2.3 

111 

15,5 

15999 

1 

ll- 

BERKSHIRE  HATHAWAY 

9970 

60 

3028a 

33 

481  3 

27 

15.9 

16.6 

7,1 

6  6 

12771 

3 

ti:; 

MOTOROLA 

9948 

66 

1  1341 

4 

454.0 

-9 

40 

4  6 

9,8 

9  8 

9375 

i;i 

BAXTER  INTERNATIONAL 

9877 

58 

8921 

10 

591  0 

1378 

6  6 

0,5 

12  2 

14  4 

9340 

1 

ll 

in 

DUN  S  BRADSTREET 

9859 

71 

4643 

-4 

508.5 

0 

1  1.0 

10,5 

25,3 

24,6 

A777 

(;r, 

MARION  MERRELL  DOW 

9843 

49 

2851 

16 

585  0 

20 

20.5 

19  8 

34,8 

41.7 

2762 

2 

HT 

TOYS  R'  US 

9831 

75 

61240 

1  1 

339,5 

4 

5,5 

5,9 

14,7 

15,7 

4958 

1 

n 

B!K 

THE  LIMITED 

9808 

59 

6149y 

17 

403  3 

1 

6,6 

7  6 

16  8 

23,7 

3536 

1 

tiii 

SOUTHERN 

9627 

65 

8050 

0 

984  5 

37 

12  2 

8,9 

9,1 

12  6 

22888 

iS 

70 

TIME  WARNER 

9492 

99 

12021 

4 

-99  0 

NM 

NM 

NM 

NA 

-8,2 

24889 

- 

liJ 

71 

BANKAMERICA 

9467 

85 

12268 

0 

1 124.0 

28 

9  2 

7  1 

12.6 

15,8 

1 15509 

li 

UNION  PACIFIC 

9430 

81 

7029 

1 

64,0 

-90 

0,9 

8  9 

3  6 

1,6 

13150 

H.J.  HEINZ 

9392 

55 

6553 

1 

648,7 

19 

9,9 

8,4 

27,1 

28  5 

6172 

2; 

71 

CAMPBELL  SOUP 

9309 

61 

6133 

-3 

450  9 

697 

7  4 

0,9 

19,2 

23,5 

4376 

"> 

INTERNATIONAL  PAPER 

9021 

90 

12688 

-2 

399.0 

-30 

3.1 

4,4 

6,7 

7,1 

14941 

:  / 

7ii 

SCECORP 

8963 

72 

7503 

4 

744.8 

-10 

9  9 

1  1,5 

9,5 

12  4 

18119 

I, 

AMERICAN  BRANDS 

8940 

57 

14064X 

2 

806,1 

37 

5.7 

4,3 

15,6 

20,0 

13727 

( 

:  ti 

')< 

ARCHER  DANIELS  MIDLAND 

8818 

89 

8801 

5 

499  1 

9 

5,7 

5,5 

10  7 

1  1.7 

6964 

i; 

I 

7H 

MCI  COMMUNICATIONS 

8777 

86 

8433 

10 

551.0 

84 

6,5 

3.9 

1  1,9 

18.7 

8884 

■  i 

80 

WARNER-LAMBERT 

8715 

50 

5059 

8 

140  8 

-71 

2,8 

10,3 

8,9 

8,7 

3602 

i( 

t 

81 

BANC  ONE 

8324 

127 

4154 

18 

529.5 

25 

12,7 

12.1 

17.9 

16.4 

33180 

i; 

82 

MONSANTO 

8311 

78 

8864 

-1 

2960 

-46 

3  3 

6  1 

7  7 

7  5 

9227 

c 

83 

NOVELL 

8279 

185 

710 

35 

184,2 

68 

25,9 

20.8 

27,1 

27,5 

797 

4{ 

I  i 

«4 

NORFOLK  SOUTHERN 

8273 

88 

4451 

-4 

29  7 

-95 

0  7 

12  0 

0,9 

0  7 

10148 

-/ 

8.=, 

KIMBERLY-CLARK 

8244 

87 

6777 

6 

508,3 

18 

7,5 

6,7 

17,5 

20,2 

5650 

8t) 

GENERAL  RE 

8155 

68 

3207 

9 

656.7 

7 

205 

20.8 

16  5 

18,3 

12405 

12 

87 

AM6EN 

8043 

134 

682 

128 

97  9 

2432 

14,3 

1,3 

17,3 

18,4 

866 

8{ 

HH 

TEXAS  UTILITIES 

8007 

84 

4893 

8 

-288  4 

NM 

NM 

213 

NM 

-6  5 

18793 

8'.) 

RHONE-POUIENC  RORER 

7929 

110 

3824 

31 

326,5 

NM 

8,5 

0,0 

20,5 

36,9 

4143 

1 

90 

APPLE  COMPUTER 

7583 

82 

6496 

13 

325,4 

-35 

5,0 

8,7 

16.9 

16,9 

3745 

15 

91 

COMMONWEALTH  EDISON 

7523 

69 

6276 

18 

94.9 

-26 

1,5 

2.4 

1,6 

0.3 

20084 

-2 

:  ( 

'J2 

CAPITAL  CITIES  ABC 

7  3  20 

73 

5382 

0 

374  7 

-22 

7  0 

8  9 

9,3 

10,4 

7129 

13 

■  .-(J 

HH 

ITT 

7307 

94 

20421 

-1 

817.0 

-23 

4,0 

5  1 

7  9 

9,8 

51880 

8 

!H 

DIGITAL  EQUIPMENT 

7287 

54 

14238 

9 

-864.5 

NM 

NM 

NM 

NM 

-1  1,6 

1  1944 

3 

9.5 

LOEWS 

7237 

77 

13620y 

1  1 

9043 

12 

6,6 

6.6 

13,4 

16,6 

39206 

13 

J.C.  PENNEY 

7  225 

95 

17295 

-1 

528  0 

-9 

3  1 

3  3 

9  1 

13  3 

12520 

2 

97 

FEDERAL  HOME  LOAN  MORTGAGE  ASSN. 

7202 

149 

4219 

6 

555.0 

34 

13  2 

10,4 

14,2 

22.6 

46860 

15 

1 

MAY  DEPARTMENT  STORES 

7  202 

93 

10615y 

5 

515  0 

3 

4  9 

5  0 

1  1,5 

22,8 

8636 

8 

99 

FOOD  LION 

7132 

123 

6439 

15 

205.2 

19 

3,2 

3,1 

17,8 

24.8 

1992 

28 

100 

XEROX 

709  1 

125 

17830y 

-1 

454.0 

-25 

2  5 

3  4 

9  4 

8,6 

31658 

0 

101 

UPJOHN 

7009 

79 

3426 

13 

537.4 

17 

15.7 

15,1 

216 

314 

4145 

13 

102 

ALLIED-SIGNAL 

6769 

165 

1 1831 

-4 

-273  0 

NM 

NM 

3  7 

NM 

-9  2 

10382 

-1 

lo:i 

WESTINGHOUSE  ELECTRIC 

6742 

67 

12794 

-1 

-1086.0 

NM 

NM 

2,1 

NM 

-38,6 

20159 

-9 

101 

GANNETT 

6738 

96 

3382 

-2 

301,6 

-20 

8  9 

1  1,0 

12  0 

20,3 

3684 

-4 

lo.-j 

WEYERHAEUSER 

6649 

141 

8702 

-4 

-100,9 

NM 

NM 

4.4 

NM 

-2.6 

16928 

4 
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ATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUilRi  OROUP 

I2.M0NIH 
HIGH/ 

S 

pmcE 

AS%Of 
VALUE 

P-E 
RAIIO 

YIELD 

PAYOUT 

lOIAL 
RETURN 

X 

INSTI. 
TUIIONS 
■  HOLDING 

:  % 

SHRS 
OUT 
MIL 

TURN. 
OVER 

FY 

ACTUAL 

s 

ACTUAL 
S 

ANALYSTS' ESTIMATES 
1992  VARL 
EST  ATION 
S 

54/34 

182 

12 

3.52 

44 

52 

77 

202 

76.7 

01 

3.78 

4.03 

4  36 

2.3 

Retailing 

9125/7760 

150 

23 

0.00 

0 

8 

9 

1 

5.0 

12 

344  00 

384.00 

3 1 5.00 

NM 

Nonbank  fin.  A 

83/54 

215 

22 

1.01 

22 

28 

72 

132 

87  9 

12 

3.80 

3.44 

4. 1 9 

5.3 

Electrical  B 

41/30 

250 

17 

2.09 

36 

18 

63 

279 

55.4 

12 

-005 

2  03 

2  36 

2,1 

Health  care  D 

58/43 

477 

19 

3.91 

76 

30 

71 

178 

36.3 

12 

2.80 

2.85 

3.12 

1 ,3 

Publishing/TV  B 

29/27 

708 

17 

2.58 

44 

-5 

12 

276 

32  3 

12 

1.73 

2.08 

2  41 

2  1 

Health  care  B 

39/25 

454 

29 

0.00 

0 

25 

62 

289 

68.7 

01 

1.1 1 

1.1 7d 

1 .49 

4,0 

Retailing 

33/21 

577 

24 

1.03 

25 

24 

51 

362 

77  7 

01 

1.10 

1.11 

1 .48 

6, 1 

Retailing 

35/26 

138 

1  1 

7.21 

79 

20 

30 

316 

32.6 

12 

1.91 

2  78 

2  82 

2  1 

Utilities  A 

125/78 

113 

NM 

0.98 

DEF 

-5 

64 

93 

103.0 

12 

-13  67 

-9.60 

-5.06 

21,1 

Publishing/TV  B 

45/31 

141 

9 

3.01 

27 

39 

58 

219 

119.8 

12 

3.85 

4.81 

4  6 1 

9  8 

Banks  D 

52/36 

234 

NM 

2  92 

439 

27 

59 

203 

48.8 

12 

3  09 

0,31 

3.58 

3,1 

Transportation  B 

49/35 

413 

16 

2.95 

46 

14 

50 

256 

46.6 

04 

2.13 

2.33d 

2  57 

5,1 

Food  B 

44/35 

484 

23 

1  89 

44 

7 

32 

252 

32.5 

07 

0.02 

1.58 

1 .93 

1  6 

Food  B 

78/59 

161 

21 

2.27 

47 

23 

57 

122 

92.7 

12 

5.21 

3.61 

4.91 

9.6 

Paper  B 

47/37 

158 

13 

6.67 

85 

13 

32 

220 

31.7 

12 

3.60 

3.21 

3  66 

1  6 

Utilities  A 

48/38 

226 

1 1 

4.02 

45 

4 

53 

206 

43.1 

12 

2.99 

3.91 

4.34 

2.8 

Consumer  E 

33/20 

206 

19 

0.35 

7 

39 

51 

312 

51,0 

06 

1.55 

1.49 

1 ,74 

2.3 

Food  B 

36/25 

314 

17 

0.30 

5 

30 

64 

262 

129.5 

12 

1.06 

2.01 

2.32 

4.7 

Telecomms.  A 

82/64 

539 

62 

3.15 

194 

-12 

65 

135 

98.3 

12 

3.61 

1.05 

4,78 

0  8 

Health  care  B 

50/29 

266 

16 

2.23 

36 

68 

53 

176 

42.5 

12 

2.51 

2.91 

3  26 

4  6 

Banks  B 

76/55 

210 

29 

3.08 

89 

16 

61 

123 

77.1 

12 

4.23 

2  33 

5  48 

3.1 

Chemicals 

65/23 

1234 

52 

0.00 

0 

153 

70 

144 

247.7 

10 

0.68 

1.10 

1  58 

4.4 

Office  equipment  C 

66/44 

202 

NM 

3.1 1 

900 

42 

58 

143 

37.2 

12 

3,43 

0.20 

4  1 6 

3.6 

Transportation  B 

53/42 

327 

16 

3.18 

52 

24 

68 

160 

49.7 

12 

2.70 

3.18 

3  27 

3. 1 

Paper  B 

105/85 

230 

13 

1.78 

23 

-1 

84 

87 

50.2 

12 

6.89 

7.46 

7  01 

3  7 

Nonbank  fin.  B 

78/30 

1514 

91 

0.00 

0 

115 

61 

132 

328.5 

12 

0.26 

0.67 

1  78 

1 1  2 

Health  care  B 

43/34 

127 

NM 

7  89 

DEF 

14 

63 

21  1 

57.4 

12 

4  40 

-1.98 

3  53 

8,2 

Utilities  A 

69/39 

897 

24 

0.97 

24 

52 

21 

138 

26.2 

12 

0.01 

2.37 

3  05 

8  2 

Health  care  B 

73/40 

394 

25 

0.75 

19 

19 

67 

118 

393.0 

09 

3.77 

2.58 

4  41 

6  1 

Office  equipment  B 

43/35 

131 

NM 

8.48 

3750 

0 

52 

213 

57.3 

12 

0.22 

0.08 

3,05 

1 2,8 

Utilities  A 

504/358 

203 

20 

0.05 

1 

-5 

62 

17 

42.9 

12 

27.71 

22.33 

26,67 

5,0 

Publishing/TV  A 

67/50 

94 

10 

2.88 

29 

19 

69 

114 

58.6 

12 

8.06 

6.42 

6,05 

8.8 

Conglomerates 

83/49 

97 

NM 

000 

0 

-15 

69 

125 

128.9 

06 

0  59 

-5.08 

0,76 

67  1 

Office  equipment  B 

1 1 5/98 

133 

8 

0.93 

8 

5 

51 

67 

33.8 

12 

1 1.01 

13.14 

1 1.82 

8.6 

Nonbank  fin.  A 

66/47 

195 

15 

4.28 

62 

20 

63 

117 

56.9 

01 

4.59 

4.23 

4  96 

5.4 

Retailing 

139/70 

294 

13 

1.67 

22 

71 

69 

60 

88.6 

12 

6.90 

9.25 

10  49 

3.3 

Nonbank  fin.  A 

63/47 

331 

15 

2  78 

40 

25 

67 

123 

44.1 

01 

3  88 

4  02 

4,47 

3,1 

Retailing 

27/15 

863 

34 

0.77 

26 

43 

7 

322 

15.8 

12 

0.54 

0.64 

0,77 

0,0 

Food  C 

82/52 

164 

20 

3.93 

77 

43 

77 

93 

76.6 

12 

5.51 

3.91 

5,85 

5,5 

Office  equipment  B 

49/38 

419 

14 

3.40 

46 

-8 

53 

175 

129.3 

12 

2  48 

2.96 

3.20 

3.1 

Health  care  B 

51/27 

227 

NM 

2.04 

DEF 

72 

64 

138 

70.7 

12 

3.35 

-2.00 

3  71 

3.5 

Conglomerates 

31/14 

240 

NM 

3.62 

DEF 

-20 

43 

339 

93.8 

12 

0.91 

-3.46 

1.99 

10  1 

Electrical  A 

48/35 

454 

23 

2.65 

62 

21 

78 

144 

44  4 

12 

2  36 

2.00 

2.40 

3.8 

Publishing/TV  B 

36/23 

171 

NM 

3.65 

DEF 

50 

56 

202 

61.2 

12 

1.87 

-0.50 

1.61 

14.3 

Paper  A 
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COMPANY  MARKET  VALUE     SALES  PROFITS  ASSETS 


SMIl 

YEAI 
AGO 
RANK 

12 

MONTHS 
I99I 
$MI1 

CHANGE 
f«OM 
1990 

12 

MONTHS 
1991 
$Mll 

CHANGE 
FDOM 
1990 

MAKGINb 
12 

MONTHS 
)991 

12 

MONTHS 
1990 

KtlUKN 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

% 

12 

MONTHS 
1991 
SMIt 

CHAM 
Fioj 
19<| 
%| 

ion 

AMP 

6508 

114 

3095 

2 

259.3 

-10 

8.4 

9.4 

14.5 

13.6 

3007 

107 

DUKE  POWER 

6474 

122 

3817 

3 

583  6 

8 

15.3 

145 

9.8 

13.0 

10471 

108 

THE  GAP 

6409 

198 

2519 

30 

229.9 

59 

9.1 

7.5 

30.4 

33.9 

1147 

41 

10!l 

COOPER  INDUSTRIES 

6381 

120 

6163y 

-1 

393.2 

9 

6.4 

5  8 

10  1 

10.7 

7149 

110 

CONAGRA 

6376 

108 

20485 

15 

345.4 

25 

1.7 

1.6 

12.2 

15.5 

10667 

111 

CORNING 

6345 

119 

3259 

1 1 

31 1.2 

8 

9.5 

9.8 

13.0 

15.3 

3853 

1( 

112 

COLGATE-PALMOLIVE 

6332 

140 

6060 

6 

124.9 

-61 

2.1 

5.6 

7.3 

11.6 

4324 

ll:; 

AMERICAN  TV  S  COMMUNICATIONS 

6314 

146 

1220 

10 

160.9 

34 

13.2 

10  9 

15.7 

25.0 

2047 

114 

CPC  INTERNATIONAL 

6302 

100 

6189 

7 

404.2 

8 

6.5 

6.5 

NA 

29.3 

4510 

115 

PPG  INDUSTRIES 

6291 

118 

5673 

-6 

201.4 

-58 

3.6 

7.9 

7.6 

7.6 

6056 

116 

UNITED  TECHNOLOGIES 

6232 

101 

21263y 

-2 

-1020.9 

NM 

NM 

3.4 

NA 

-24.1 

15985 

117 

RAYTHEON 

6047 

133 

9274 

0 

591.7 

6 

6.4 

6.0 

20.5 

18  5 

6087 

IIH 

AUTOMATIC  DATA  PROCESSING 

6043 

148 

1811y 

4 

238.9 

9 

13.2 

12.7 

20.3 

20.7 

1659 

K 

U'.i 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

6036 

112 

5093 

6 

573  3 

0 

1 1.3 

11.9 

8.7 

1  1.4 

14820 

120 

TELE-COMMUNICATIONS 

5929 

115 

3792a 

8 

-218.0 

NM 

NM 

NM 

NM 

-47.1 

12391 

121 

ROCKWELL  INTERNATIONAL 

5914 

91 

1 1549 

-7 

582.3 

-6 

5.0 

5.0 

13  2 

13.8 

9236 

-; 

122 

ALUMINUM  CO.  OF  AMERICA 

5913 

109 

9884 

-8 

62.7 

-79 

0.6 

2.8 

4.0 

1.2 

11260 

12.". 

PHILLIPS  PETROLEUM 

5883 

83 

13259y 

-5 

98.0 

-82 

0.7 

3.9 

4.7 

3.5 

1 1500 

-i 

124 

AMERICAN  CYANAMID 

5875 

130 

4986 

9 

358.8 

233 

7,2 

2.4 

13.0 

13.6 

5189 

( 

125 

CSX 

5874 

191 

8636 

5 

-76.0 

NM 

NM 

4.4 

2.3 

-2.0 

12798 

( 

' 

12(i 

RALSTON  PURINA 

5864 

104 

7448 

4 

387.3 

-3 

5.2 

5.6 

15.0 

41.3 

4775 

t 

127 

MERRILL  LYNCH 

5855 

215 

12363y 

1 1 

696.1 

263 

5.6 

17 

NA 

18.0 

86259 

25 

12X 

USX-MARATHON  GROUP 

5842 

NR 

13975 

-4 

-71.0 

NM 

NM 

3.5 

NA 

-2.4 

11644 

12!i 

STUDENT  LOAN  MARKETING  ASSN. 

5796 

144 

3257 

-10 

345  1 

15 

106 

8.3 

6.9 

35  7 

45320 

1C 

130 

UST 

5749 

150 

907x 

19 

265.9 

19 

29.3 

29.2 

56.1 

56.1 

657 

t 

131 

MCCAW  CELLULAR  COMMUNICATIONS 

5739 

156 

1366 

32 

-351.1 

NM 

NM 

35.8 

NM 

-20.1 

8717 

C 

i:?2 

CONSOLIDATED  EDISON  CO.  OF  N.Y. 

5736 

124 

5873 

2 

566.9 

-1 

9.7 

10.0 

8.6 

11.4 

11207 

/ 

]:;•■'. 

ALBERTSON'S 

5733 

121 

8680 

6 

2578 

10 

3  0 

2  8 

20,7 

22.1 

2186 

11 

i:i4 

OCCIDENTAL  PETROLEUM 

5701 

107 

10096 

-12 

379.0 

NM 

3.8 

NM 

NA 

8.5 

161 15 

-i; 

1.35 

CHEMICAL  BANKING 

5679 

384 

14128 

-11 

154.0 

-65 

1.1 

2.8 

NA 

0.4 

138930 

J 

136 

AMERICAN  ELECTRIC  POWER 

5674 

128 

5047 

-3 

551.5 

0 

10.9 

10.6 

9.0 

11.8 

14125 

i.;7 

CHUBB 

5673 

1 1 1 

4579y 

7 

552.0 

6 

12  1 

12.2 

12.0 

15  6 

13775 

13H 

GEORGIA-PACIFIC 

5661 

176 

11524 

-9 

-79.C 

NM 

NM 

2.9 

-5.0 

-2.7 

10622 

-i; 

l.-HI 

FPL  GROUP 

5656 

145 

5249 

3 

417  4 

22 

80 

6.7 

9.1 

112 

1 1282 

140 

READER'S  DIGEST  ASSOCIATION 

5650 

167 

2465 

12 

220.8 

16 

9.0 

8.6 

24.8 

30.0 

1913 

Vi 

c" 

141 

PACIFICORP 

5576 

126 

4007 

4 

507.2 

7 

12  7 

12.3 

NA 

14.1 

13229 

7 

142 

CITICORP 

5535 

132 

31839 

-17 

-914.0 

NM 

NM 

08 

NM 

-14.8 

224060 

-2 

1  l:! 

PARAMOUNT  COMMUNICATIONS 

5490 

137 

4069a 

4 

147  9 

-36 

3  6 

5  9 

5.1 

3  8 

6641 

144 

DOMINION  RESOURCES 

5480 

147 

3786 

7 

511.6 

2 

13.5 

14.3 

9  1 

12.0 

11201 

145 

U.S.  SURGICAL 

5383 

243 

844 

64 

91  2 

98 

108 

9.0 

17.1 

276 

742 

61 

146 

NIKE 

5375 

168 

3212 

20 

305.3 

6 

9.5 

10.8 

25.8 

25.5 

1746 

19 

147 

MARSH  S  MCLENNAN 

5370 

106 

2779y 

2 

305.5 

0 

11.0 

112 

23.6 

28  5 

2382 

-1 

1  18 

HOUSTON  INDUSTRIES 

5296 

151 

4444 

6 

463.6 

20 

10.4 

9.3 

8  7 

1 1.8 

12051 

1 

14!i 

PNC  FINANCIAL 

5277 

225 

4470 

-8 

389.8 

450 

8  7 

1.5 

15.8 

117 

44892 

-1 

150 

PHILADELPHIA  ELECTRIC 

5253 

162 

3976 

7 

534.7 

405 

13.4 

2.9 

8.8 

12.1 

12544 

C 

AtPHABEIICAl  INDEX  OF  COMPANIES  BEGINS  ON  PAGE  211 
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JATION 

I2M0NIH 
HIGH/ 

low 

S 

pmcE 

AS%OF 
SOOK 
VAIUE 

P.E 
liAIlO 

DIVIDENDS 

VIEID 

PAVOUI 

lOIAl 
RETURN 

SHARES 

INSTI- 
TUTIONS 
HOLDING 

SHRS 
OUT 
MIL 

TURN- 
OVER 

» 

EARNINGS  PER  SHARE 

:                                                 ANALYSIS' ESTIMATES 
1990            1991              1992  VARl 
ACTUAI          ACTUAL              EST  ATION 
.            S                $                  S  % 

INDUSTRY  GROUP 

69/i7 

340 

25 

2.48 

62 

28 

77 

106 

45.4 

12 

2,70 

2.45 

2.87 

4.2 

Elecfrical  D 

35/27 

159 

12 

5,44 

66 

18 

44 

205 

30.9 

12 

2.40 

2,60 

2,69 

1 ,5 

Utilities  A 

59/22 

946 

28 

0.71 

20 

124 

42 

142 

93.9 

01 

1 .02 

1 ,62 

1 ,90 

3,2 

Retailing 

59/47 

200 

19 

2.18 

41 

15 

61 

112 

41,2 

12 

2.81 

3,04 

3,42 

3,8 

Electrical  A 

37/27 

309 

18 

1.91 

34 

2 

41 

226 

50.9 

05 

1 .42 

1 ,6 1  d 

1 ,89 

3,7 

Food  B 

43/27 

314 

20 

1.83 

36 

26 

55 

193 

64.5 

12 

1 .54 

1 ,66 

1 ,88 

3,2 

Manufacturing  A 

51/36 

707 

61 

2.27 

138 

31 

57 

135 

61  9 

12 

2.28 

0.77 

2,90 

1 ,4 

Consumer  D 

60/36 

981 

39 

000 

0 

42 

NA 

109 

42  7 

12 

1.10 

1 ,47 

1  85 

7,0 

Publishing/TV  A 

94/77 

469 

16 

2.64 

42 

8 

63 

76 

53  5 

12 

4.83 

5.22 

5,76 

1 .0 

Food  B 

61/45 

237 

31 

3.11 

97 

12 

46 

106 

42  4 

12 

4.43 

1 .90 

3,29 

9.4 

Housing  A 

57/42 

139 

NM 

3.52 

DEF 

5 

72 

122 

74.1 

12 

5.91 

-8.91 

4.52 

6.2 

Aerospace 

91/73 

189 

10 

2.87 

29 

22 

71 

67 

64.8 

12 

8,53 

8.95 

9.71 

1 .4 

Electrical  B 

49/30 

524 

27 

0.92 

25 

43 

68 

140 

40.9 

06 

1 .44 

1 .63 

1 .83 

1 , 1 

Office  equipment  C 

30/25 

127 

1 1 

8.1 1 

89 

9 

33 

227 

38.7 

12 

2.56 

2.43 

2.50 

6.0 

Utilities  A 

18/13 

1281 

67 

0.00 

0 

15 

76 

354 

90.2 

12 

-0.8 1 

0.25d 

0. 1 0 

70.0 

Publishing/TV  A 

29/24 

140 

10 

3.50 

36 

3 

50 

225 

29.2 

09 

2.56 

2.57 

2.5 1 

4,0 

Conglomerates 

73/54 

117 

98 

2.30 

225 

1 1 

74 

85 

86.2 

12 

3.40 

0.71 

3.26 

36,8 

Metals  A 

30/22 

212 

60 

4.95 

295 

-12 

44 

260 

48.4 

12 

2.18 

0,38 

1 ,43 

24,5 

Fuel  B 

69/51 

222 

16 

2.38 

39 

13 

63 

93 

83.2 

12 

1.15 

3.85 

4,52 

3,3 

Chemicals 

61/35 

156 

NM 

2  65 

DEF 

61 

58 

102 

59.9 

12 

3.63 

-0.75 

4,59 

3,9 

Transportation  B 

60/48 

661 

16 

2.25 

36 

7 

47 

110 

47.3 

09 

3.23 

3.34 

3,74 

3.5 

Food  B 

67/29 

156 

9 

1.75 

17 

99 

56 

103 

153.0 

12 

1  59 

6.02 

5,99 

7.2 

Nonbank  fin.  A 

33/21 

182 

NM 

6.19 

DEF 

NA 

70 

258 

NA 

12 

1 .94 

-0,3 1 

0,98 

23,5 

Fuel  B 

76/48 

619 

18 

1  60 

28 

28 

82 

93 

76.4 

12 

2.96 

3,55 

4  42 

7  5 

Nonbank  fin.  A 

34/21 

1214 

23 

2.94 

68 

38 

53 

211 

38.3 

12 

0.98 

1,18 

1 .38 

2.2 

Consumer  E 

36/20 

329 

NM 

000 

0 

37 

40 

182 

76  4 

12 

1  92 

-2,04 

-1  81 

25  4 

Telecomms.  A 

29/23 

124 

1  1 

7.56 

82 

16 

26 

228 

42.6 

12 

2.34 

2,32 

2  41 

2  5 

Utilities  A 

51/33 

492 

22 

1  30 

29 

13 

36 

133 

49.2 

01 

1 .75 

1 ,94 

2.1 8 

2  3 

Food  C 

25/17 

131 

15 

5.26 

80 

1 

31 

300 

66.5 

12 

-5.80 

1 ,25 

0.95 

36.8 

Fuel  B 

34/15 

100 

NM 

3.21 

909 

110 

60 

182 

103.7 

12 

2.38 

0,1 1 

3.15 

1 4.9 

Banks  A 

34/27 

135 

11 

7.80 

89 

17 

30 

185 

36.4 

12 

2.65 

2,70 

2.90 

2  8 

Utilities  A 

78/61 

160 

10 

2,27 

23 

4 

73 

87 

63.5 

12 

6,07 

6,32 

6,16 

3.6 

Nonbank  fin.  B 

72/41 

195 

NM 

2.47 

DEF 

58 

61 

87 

92.1 

12 

4,28 

-0.92 

1,90 

25  3 

Paper  A 

37/29 

169 

14 

725 

104 

22 

38 

171 

44.2 

12 

-2.86 

2.31 

2,76 

2  9 

Utilities  A 

50/31 

773 

27 

1.70 

46 

41 

36 

120 

29.8 

06 

1.48 

1.74 

1.95 

2.1 

Publishing/TV  B 

25/21 

164 

1  1 

7,06 

81 

4 

29 

262 

30.4 

12 

1.85 

1.86 

1.90 

5.3 

Utilities  A 

18/9 

74 

NM 

0.00 

0 

15 

45 

346 

124.8 

12 

0,57 

-3.22 

1.05 

50.5 

Banks  A 

48/36 

141 

45 

1.50 

68 

10 

48 

118 

73  8 

10 

2,16 

1,03 

2.09 

7  2 

Leisure  B 

39/30 

143 

12 

6.90 

81 

20 

41 

159 

35.3 

12 

2.92 

2.94 

3,03 

1.3 

Utilities  A 

135/47 

1632 

65 

0.29 

19 

130 

63 

52 

154,2 

12 

0.89 

1.58 

2.27 

4.0 

Health  care  D 

78/35 

449 

16 

0.84 

14 

53 

51 

75 

130.8 

05 

3.77 

4.37d 

4.99 

4.2 

Consumer  A 

87/70 

501 

18 

3  48 

62 

4 

61 

72 

38  4 

12 

4,15 

4,18 

4.33 

5,8 

Nonbank  fin.  A 

44/35 

149 

13 

7.22 

90 

21 

53 

129 

59.1 

12 

2.67 

3.28 

3  36 

3,6 

Utilities  A 

52/27 

159 

12 

4.32 

54 

99 

52 

107 

45.4 

12 

0.73 

3.95 

4,30 

2,8 

Banks  A 

26/19 

135 

1 1 

5.45 

60 

34 

36 

220 

41.9 

12 

0.07 

2.15 

2.24 

4,0 

Utilities  A 

OTES  TO  TABLES  APPEAR  ON  PAGES  162, 143 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

lillll 

SMIt 

YEAfi 
AGO 
RANK 

12 

MONTHS 
1991 
SMIl 

CHANGE 
fROM 
1990 

12 

MONTHS 

1991 
SMIl 

CHANGE 
fHOM 
1990 

12 

MONTHS 
1991 

12 

MONTHS 
1990 

ON 
INVESTED 
CAPITAl 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1991 
SMIl 

CHAN 
ERO 

199 

% 

15) 

MELVILIE 

5162 

129 

9886 

14 

346.7 

-10 

3.5 

4.4 

NA 

21.9 

4229 

!.-,- 

PITNEY  BOWES 

5160 

164 

3333 

4 

287.9 

39 

8  6 

6.5 

15,7 

16,0 

6381 

i 

153 

AMR 

5157 

188 

12887 

10 

-239.9 

NM 

NM 

NM 

NM 

-6  1 

15795 

li 

154 

RUBBERMAID 

5083 

184 

1667 

9 

162.7 

13 

9  8 

9.4 

18,4 

18  4 

1245 

i; 

155 

UNOCAL 

5073 

92 

9845y 

-10 

73.0 

-82 

0.7 

3.7 

3.9 

2.9 

9836 

15(i 

HONEYWELL 

5039 

154 

6193 

-2 

331  1 

-1 1 

5  3 

5  9 

16.8 

19  3 

4807 

157 

ENTEROY 

5001 

152 

4051 

2 

544.8 

1 

13,4 

13.6 

8.8 

1 1,4 

14612 

-1 

lo.s 

CATERPILLAR 

4995 

117 

10182 

-1 1 

-404,0 

NM 

NM 

18 

NM 

-10,0 

12042 

1 

1511 

CNA  FINANCIAL 

4913 

131 

1  1131 

12 

612.5 

67 

5,5 

3.7 

NM 

12  9 

35673 

If 

160 

WACHOVIA 

4853 

200 

3138 

-2 

229,5 

-34 

73 

10.8 

22,7 

1 1,0 

33158 

c 

Kil 

TENNECO 

4845 

102 

13662 

-6 

-674.0 

NM 

NM 

3.9 

NM 

-30.9 

18696 

-A 

KL' 

AIR  PRODUCTS  &  CHEMICALS 

4840 

177 

2967 

0 

252,5 

5 

8  5 

8.1 

10.8 

13  0 

4417 

1C 

Kil! 

BANKERS  TRUST  NEW  YORK 

4832 

182 

6844 

-14 

667.0 

0 

9  7 

8.4 

NA 

21,7 

63959 

Hil 

SUNTRUST  BANKS 

4809 

204 

3361 

-1 

370.7 

6 

1  1  0 

10,3 

17,5 

14  8 

34554 

3 

165 

AETNA  LIFE  8  CASUALTY 

4802 

139 

19196 

-3 

505,2 

-18 

2.6 

3.1 

NM 

6.8 

91988 

3 

II 

Kill 

CENTRAL  8  SOUTH  WEST 

4801 

170 

3047 

1 1 

401  0 

4 

13  2 

14.1 

10,3 

13,2 

9388 

3 

167 

QUAKER  OATS 

4792 

155 

5570 

5 

256,6 

13 

4.6 

4,3 

18  5 

30,0 

2844 

-8 

■i 

16« 

SECURITY  PACIFIC 

4788 

190 

8922 

-14 

-774,5 

NM 

NM 

1,6 

NM 

-22  6 

7641 1 

-1C 

i6y 

SPRINT 

4769 

116 

8780 

5 

367.5 

19 

4.2 

3  7 

10.2 

14,8 

10500 

-1 

170 

BURLINGTON  RESOURCES 

4765 

142 

1754 

-3 

197.4 

-4 

11.3 

1  1.3 

6.5 

6,8 

6290 

-1 

171 

BORDEN 

4738 

135 

7235 

-5 

294.9 

-19 

4.1 

4.8 

1  1.0 

14,9 

5481 

i 

3 

17l: 

DAYTON  HUDSON 

4737 

143 

161 15a 

9 

301,0 

-27 

19 

2,8 

8,6 

12  4 

9485 

11 

171! 

CHRYSLER 

4709 

207 

29400/ 

-4 

-538,0 

NM 

NM 

0.2 

NM 

-8  7 

43076 

-7 

171 

DILLARD  DEPARTMENT  STORES 

4691 

174 

4036/ 

12 

206  2 

13 

5  1 

5,1 

10.8 

13  9 

3499 

\i 

Is  ' 

175 

MEDTRONIC 

4685 

195 

1  125 

14 

154.3 

23 

13  7 

12.8 

23,6 

20.8 

1  120 

li 

'! 

176 

CARNIVAL  CRUISE  LINES 

4604 

234 

1405 

12 

253.8 

8 

18  1 

18.7 

NA 

19,5 

2887 

8 

il 

177 

AMERICAN  GENERAL 

4598 

157 

4395 

-1 

480.0 

-15 

10.9 

12.7 

10,8 

111 

36105 

7 

I! 

17,s 

NORWEST 

4588 

262 

4420 

7 

398  5 

260 

9  0 

2  7 

NA 

17  5 

38502 

4 

17',i 

DETROIT  EDISON 

4556 

160 

3592 

0 

568.0 

10 

15  8 

14.4 

116 

19.2 

10464 

-I 

180 

TIMES  MIRROR 

4530 

175 

3624y 

0 

82.0 

-55 

2.3 

5,0 

4,3 

4.3 

4052 

-3 

181 

TURNER  BROADCASTING  SYSTEM 

4481 

308 

1480 

6 

42.9 

NM 

2.9 

NM 

7.1 

NM 

2255 

8 

1 

1X2 

WALGREEN 

4446 

171 

6901 

1  1 

198  3 

1  1 

2,9 

2,9 

17.1 

18  0 

2199 

9 

183 

NEWMONT  GOLD 

4431 

163 

573 

-11 

125  9 

-1  1 

22,0 

22  0 

17.8 

17.8 

817 

16 

184 

PRIMERICA 

4372 

199 

6608/ 

7 

478.8 

28 

7,2 

6,0 

13  6 

15,3 

22000 

12 

185 

GOODYEAR  TIRE  8  RUBBER 

4249 

422 

10907 

-3 

74.5 

NM 

0.7 

NM 

2.0 

3.7 

851 1 

-5 

186 

FIRST  UNION 

4222 

280 

4321 

6 

318.7 

5 

7  4 

7,5 

15,9 

10.6 

46085 

13 

S  3 

187 

COSTCO  WHOLESALE 

4204 

255 

5614 

27 

91.5 

63 

1.6 

1,3 

13,1 

12.9 

1331 

33 

'i  ( 

ISK 

MORGAN  STANLEY  GROUP 

4174 

232 

6785/ 

16 

475  1 

76 

70 

4,6 

65,5 

21  7 

70742 

18 

18!) 

CHEMICAL  WASTE  MANAGEMENT 

4169 

136 

1358 

18 

100.8 

-43 

7,4 

15,3 

8,3 

115 

1849 

33 

a  ; 

190 

CAROLINA  POWER  8  LIGHT 

4169 

181 

2686 

3 

377  0 

34 

14,0 

10,7 

10  2 

14.7 

7523 

0 

'i  i 

191 

SYSCO 

4128 

183 

8469 

8 

161.6 

1 1 

1.9 

1.8 

12.3 

16.1 

2263 

5 

"  1 

l:iL> 

MEDCO  CONTAINMENT  SERVICES 

4105 

268 

1551 

33 

84  5 

107 

5,5 

3  5 

10  0 

14  8 

1 105 

83 

"  ! 

193 

VIACOM 

4073 

258 

1712 

7 

-46.6 

NM 

NM 

NM 

NM 

-6,4 

4197 

5 

^  3 

191 

FREEPORT-MCMORAN  COPPER  8  GOLD 

4052 

290 

468 

8 

102,0 

13 

21,8 

20  8 

17  0 

59  1 

1  158 

72 

I 

195 

CIGNA 

4016 

197 

18750 

3 

453.0 

42 

2.4 

1.8 

7.0 

8.1 

66700 

5 

«  J 
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JATION 

12  MONTH 
HIGH/ 

tow 
s 

PtICE 
ASS  Of 
BOOK 
VAIUE 

PE 
RATIO 

DIVIDENDS 

YIEID 

% 

PAYOUT 

TOIAl 
PETUllN 

SHARES 

INSII 
TUTIONS 
HOIDING 

SHRS 
OUT 
MIL 

lUBN- 
OVEP 

It 

FY 

EARNINGS  PER  SHARE 

ANALYSTS' ESTIMATES 
1990            1991              1992  VAII 
ACTUAL         ACTUAl             EST  ATION 
$                S                  S  % 

INDUSTRY  CROUP 

55/38 

342 

16 

2.96 

46 

8 

80 

103 

44.4 

12 

3.59 

3.20 

3.90 

5.4 

Retailing 

70/49 

287 

18 

2.40 

43 

34 

76 

79 

45.1 

12 

2.60 

3  60 

4,09 

2  2 

Office  equipment  A 

79/55 

132 

NM 

0.00 

0 

27 

77 

68 

177.9 

12 

-0.64 

-3.54 

3  83 

56.9 

Transportation  A 

38/22 

574 

31 

1.07 

33 

53 

45 

160 

31.9 

12 

0.90 

1 ,02 

1,17 

1 ,7 

Manufacturing  A 

30/21 

201 

70 

3  24 

226 

-18 

60 

235 

67.0 

12 

1 .71 

0.3 1 

1 .03 

27.2 

Fuel  B 

76/52 

293 

15 

2.28 

35 

24 

72 

70 

71  5 

12 

4.90 

4.70 

5.09 

1 .6 

Electrical  C 

30/23 

118 

10 

5.07 

53 

24 

68 

181 

52.4 

12 

2.44 

2.64 

2.59 

3.5 

Utilities  A 

58/38 

124 

NM 

121 

DEF 

-9 

68 

101 

74.2 

12 

2  07 

-4  00 

0  75 

1 38.7 

Manufacturing  C 

105/76 

104 

8 

0.00 

0 

-6 

NA 

62 

8.2 

12 

5.77 

9  80 

4.77 

8.8 

Nonbonk  fin.  B 

62/47 

233 

21 

3.52 

75 

28 

46 

85 

26.2 

12 

4.20b 

2.65 

4.79 

3.1 

Banks  C 

50/27 

217 

NM 

4.09 

DEF 

-16 

57 

124 

101.0 

12 

4.37 

-5.62 

2.55 

19.2 

Conglomerates 

44/30 

249 

19 

1  82 

35 

35 

72 

113 

53  5 

09 

2.08 

2  23 

4  73 

1 .9 

Chemicals 

68/40 

166 

8 

4.78 

36 

41 

74 

82 

71.3 

12 

7.80 

7.75 

7.64 

7.5 

Banks  A 

40/25 

192 

13 

2.66 

34 

53 

54 

128 

27  1 

12 

2.75 

2  90 

3  1 3 

2  2 

Banks  C 

49/32 

65 

10 

6.33 

60 

7 

73 

110 

74.1 

12 

5.52 

4.59 

5.54 

6.9 

Nonbonk  fin.  B 

27/21 

169 

13 

6  04 

77 

23 

50 

188 

35.5 

12 

1 .90 

2.00 

2  08 

2  9 

Utilities  A 

76/55 

570 

21 

2.68 

56 

16 

51 

75 

61.9 

06 

2.93 

3.05 

3.59 

1 .7 

Food  B 

37/21 

133 

NM 

0.00 

0 

33 

51 

128 

137.0 

12 

1 .03 

-6,37 

2  97 

22  9 

Banks  D 

32/21 

193 

13 

4.57 

60 

-10 

61 

218 

60.7 

12 

1.43 

1.68 

1 .96 

8.7 

Telecomms.  A 

44/33 

164 

25 

1  93 

47 

1 

65 

131 

61.6 

12 

1 .46 

1 .48 

1  63 

14.1 

Fuel  B 

39/29 

240 

16 

3.55 

57 

2 

48 

148 

55.1 

12 

2.46 

2.00 

2.53 

2.0 

Food  B 

80/56 

229 

18 

2  29 

40 

2 

75 

71 

99.0 

01 

5,41 

3  80d 

5  04 

9  1 

Retailing 

18/10 

77 

NM 

3.72 

DEF 

25 

49 

292 

79.6 

12 

0  30 

-2.22 

0. 10 

5  8 

Automotive  A 

137/96 

316 

23 

0  19 

4 

35 

81 

37 

875 

01 

5,01 

5.53 

6  57 

3  5 

Retailing 

99/53 

630 

29 

0.61 

18 

55 

68 

60 

68.7 

04 

2.25 

2.68d 

3.15 

2.5 

Health  care  D 

33/18 

354 

18 

1  71 

30 

90 

22 

141 

38.6 

1 1 

1.53 

1  85 

2  01 

4.5 

Leisure  D 

46/36 

106 

10 

492 

49 

16 

71 

109 

38.7 

12 

4.69 

4.25 

4  59 

1 .7 

Nonbonk  fin.  B 

38/24 

211 

12 

2,84 

34 

54 

74 

130 

47.2 

12 

0  89 

2  95 

3  29 

2  7 

Bonks  B 

35/28 

163 

9 

6.06 

52 

14 

36 

147 

36.5 

12 

3.26 

3.64 

3.62 

4.4 

Utilities  A 

38/26 

237 

55 

3.06 

169 

29 

45 

129 

25.0 

12 

1 .40 

0.64 

1 .53 

9.2 

Publishing/TV  B 

28/13 

NEG 

NM 

0.04 

19 

78 

4 

176 

2.6 

12 

-0  42 

0  06 

0  41 

53.7 

Publishing/TV  A 

40/29 

405 

23 

1.44 

33 

18 

47 

123 

43.9 

08 

1,42 

1,58 

1.79 

1.1 

Health  core  A 

47/34 

627 

35 

0.12 

4 

20 

NA 

105 

13.1 

12 

1.35 

1.20 

1.29 

10.9 

Metals  C 

43/27 

140 

9 

1.24 

12 

37 

74 

109 

74.8 

12 

3.27 

4  27 

4  59 

3  3 

Nonbonk  fin.  A 

65/20 

213 

48 

0.67 

32 

214 

62 

71 

141.2 

12 

-0.66 

1.24 

3.64 

20.3 

Automotive  C 

39/19 

157 

14 

3.56 

49 

95 

46 

121 

61.4 

12 

2.52 

2.55 

3.18 

4.7 

Bonks  C 

43/20 

593 

49 

000 

0 

92 

61 

116 

193.4 

08 

0  47 

0.74 

0,93 

3.2 

Retailing 

68/35 

203 

10 

1  65 

16 

61 

39 

73 

57.3 

12 

3  38 

5,93 

5,75 

3,8 

Nonbonk  fin.  A 

25/17 

475 

42 

0.98 

41 

-12 

15 

205 

44  1 

12 

0.85 

0  49 

0,85 

5,9 

Services  C 

54/44 

174 

1 1 

6.09 

70 

19 

32 

80 

34.0 

12 

3.16 

4.53 

4.54 

2.6 

Utilities  A 

48/34 

412 

27 

0.90 

24 

22 

56 

93 

52.4 

06 

1.45 

1.67 

1.88 

1.6 

Food  A 

35/17 

716 

68 

0.06 

4 

82 

88 

142 

213  5 

06 

-0.06 

0,43 

0,58 

1.7 

Heolth  care  A 

37/24 

557 

NM 

0.00 

0 

33 

6 

120 

4.3 

12 

-0  84 

-0.41 

0.56 

32.1 

Publishing/TV  A 

45/21 

2349 

40 

2.70 

107 

105 

14 

91 

24  7 

12 

1.07 

1,12 

1  29 

15  5 

Metals  C 

62/41 

72 

9 

5.42 

48 

19 

81 

72 

57.9 

12 

4.20 

6.34 

5.48 

6.6 

Nonbonk  fin.  B 
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r  n  u  n  A  U  V 
I UMkAH  T 

MARKET  VALUE 

t  A  1  C  ^ 
jALC  J 

MARGINS 

RETURN 

ASSt 1 S 

SM(l 

VEA! 
AGO 
SANK 

12 

MONTHS 
1991 
S  Mil 

CHANGE 
FROM 

1990 

12 

MONTHS 
1991 

SMIL 

CHANGE 
FROM 
1990 

12 

MONTHS 
1991 

12 

MONTHS 
1990 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

k 

12 

MONTHS 
1991 
SMIL 

CHA^ 
fRO 
19! 

% 

1% 

ki  1  c  r  A 
nAMU 

4002 

201 

3141 

-2 

44.9 

-68 

1 .4 

4.3 

3.3 

2.5 

3736 

111? 

lUTCDUATinyAI    CliUnDC        EDIT.  DAkJfEC 

IN  1  EKN A  1  lUNAL  rLAVUKj  &  rKAuKANlt) 

3960 

209 

1017 

6 

1  68  7 

8 

1  6-6 

1 6,3 

1 8.9 

18.3 

1217 

198 

nr  E  D  E 
UCEK  c 

39t6 

169 

7070y 

-8 

3.0 

-99 

0.0 

3.8 

NM 

0. 1 

1 1 623 

r.Mi 

D   D     hAUUCIIEV   9  CniJt 

K.K.  UUnncLLcT  &  >Un) 

3913 

178 

3915 

1 2 

204  9 

-9 

5  2 

6,5 

10.4 

1 1 .8 

3404 

200 

UIIU  A  y  A 
HUnANA 

3881 

138 

6099 

20 

356.0 

1 1 

5.8 

6.3 

1 4.8 

1 7.6 

4484 

2(11 

IIU  DDrtAnfAtTlUA 

LIN  oKUAUlA^IInu 

3881 

202 

468 

24 

-1 70.2 

NM 

NM 

NM 

-18,6 

NM 

2799 

2(12 

EIDCT   lUTEDCTATC  DAUfADD 

3875 

299 

5 1 20 

-15 

-288.1 

NM 

NM 

7.3 

NM 

-16.0 

48922 

-i 

■ 

2(  1'  1 

ui  D    r.  D  A  r  E 

3799 

252 

6049 

1 

2 1 9.2 

8 

3,6 

3.4 

9, 1 

11.4 

6007 

-I 

2(  14 

U/AAI  U/ADTU 

n UUL n UK  1 n 

3746 

153 

99 1  4y 

1 

-53,0 

NM 

NM 

3,2 

NM 

-2.3 

5292 

2(  l.~> 

OkNUINt  kAKI3 

3737 

217 

3435 

3 

207  7 

1 

6  0 

6  2 

1  8,4 

1 9  0 

1 452 

; 

20H 

UCD(UEV  EAAAC 
ncKjnCT  rUUUj 

3709 

192 

2899 

7 

2 1 9,5 

2 

7,6 

8,0 

1 5,0 

1 6.4 

2342 

i; 

2('T 

ADEAT   lAVEC  rUEMITAI 

3688 

222 

1  308 

23 

157  5 

1  2 

1  2,0 

13  2 

24,5 

1  8-8 

1  649 

i; 

2(18 

DCUUC  VI  U  A  UI  A   DAU/CD   9   1  lAUT 

KtNN>TLVANIA  PUWtK  &  UUni 

3668 

208 

2560 

6 

348,4 

1 

1  3,6 

1 4.2 

NA 

1 3.3 

7935 

; 

"J(  1!  t 

r  E  U  T  E  1 
1 1 N 1 cL 

3617 

231 

1181 

3 

112  4 

1  39 

9  5 

4. 1 

8  0 

9.6 

3492 

-1 

2  10 

U  o  n   D  1  AT  If 

n&K  dLUIR 

3556 

251 

1 328y 

2 1 

150,7 

28 

1  1 .3 

1 0.7 

26.4 

26.4 

695 

21 

211 

II  A  1 

UAL 

3555 

213 

1  1 663 

6 

-33 1  9 

NM 

NM 

0.9 

NM 

-1 8  0 

9327 

i: 

212 

ADTA  rucMirAi 
AKIU  intnllAL 

3548 

196 

2837 

0 

1 88,0 

-39 

6.6 

10.9 

8.5 

1  1 .4 

3679 

-i 

21.! 

dKUW NINu^r t kkI)  INUUMkIcj 

3547 

158 

3 1  83 

4 

44.6 

-82 

1  4 

8  1 

3  5 

3,9 

3693 

214 

11  u  1 A  u  r  A  u  n 
UNIUN  IAMk 

3530 

230 

2967 

4 

1 24.8 

-46 

4  2 

8,1 

6.4 

6.5 

4612 

215 

IIIIUAK    TAAI  UlAAIfC 

ILLINOI)  lOOL  WUKK^ 

3489 

219 

2640 

4 

1 80  6 

-1 

6.8 

7,2 

13.7 

1 4.9 

2257 

f 

21fi 

yon  Diurnnn 
NdU  dANIUKk 

3463 

249 

2724 

-3 

293.0 

1 

10.8 

10,2 

1 8.2 

1 4.7 

29513 

; 

217 

c  u  n  A  u 

3429 

238 

1 3520 

3 

241  8 

20 

1  8 

1  5 

NA 

1 2.8 

9838 

c 

218 

■  IT  riiiDnnuc 
LIZ  CLAIdORNc 

3428 

172 

2007 

1 6 

222  7 

8 

11.1 

1 1  9 

NA 

25  3 

1 072 

1? 

( 

21'.t 

DcLI A  AlK  LINL3 

3422 

210 

1 0020 

1 5 

-239.5 

NM 

NM 

NM 

NM 

-14  1 

9083 

li 

220 

FLUOR 

3404 

161 

6580 

-10 

152.1 

1  1 

2.3 

1 ,9 

14.5 

14.9 

2421 

-I 

i 

221 

FLEtT/NORSTAR  FINANCIAL  OROuP 

3376 

336 

4439 

10 

97.7 

NM 

2.2 

NM 

NM 

3  9 

45445 

4C 

ii 

222 

DELUXE 

3366 

212 

1474 

4 

182.9 

6 

12.4 

1  2,2 

21 .7 

24.5 

1098 

19 

(i 

ROHM  8  HAA} 

3354 

223 

2763 

-2 

163,1 

-21 

5.9 

7,3 

9,7 

1  2,4 

2808 

7 

s 

224 

REYNOLDS  METALS 

3353 

179 

5730 

-5 

154.1 

-48 

2  7 

4,9 

5,6 

5,2 

6685 

2 

CONSOLIDATED  RAIL 

3351 

335 

3252 

-4 

-207.0 

NM 

NM 

7,3 

NM 

-7  9 

7096 

-2 

22fi 

AVON  PRODUCTS 

3345 

270 

3593 

4 

210.7 

8 

5.9 

5,7 

NA 

76.5 

1729 

-\t 

-- •' 

UNION  ELECTRIC 

3345 

220 

2097 

4 

321  5 

9 

1  5.3 

1  4  5 

10,1 

1  4  3 

5733 

1 

228 

111  riir  rin^A 

WELLS  FARGO 

3341 

159 

5861 

-2 

21 ,0 

-97 

0.4 

1  1 ,9 

NA 

0. 1 

53547 

-5 

ii 

221 1 

BURLINGTON  NORTHERN 

3332 

287 

4559 

-2 

-306.0 

NM 

NM 

4  8 

NM 

-25  5 

6324 

i 

230 

U.S.  HEALTHCARE 

3309 

338 

1709y 

28 

151.1 

95 

8.8 

5.8 

43.6 

45.8 

758 

24 

SALOMON 

3305 

211 

9175y 

3 

5070 

67 

5,5 

3  4 

21  9 

13  8 

96737 

-12 

2:i2 

AMERADA  HESS 

3253 

166 

6416y 

-9 

84.3 

-83 

1.3 

6  8 

4  9 

2.7 

8389 

6 

TRANSAMERICA 

3252 

236 

6815y 

2 

99  4 

-63 

1,5 

4  0 

5,0 

3,1 

33682 

6 

234 

CEICO 

3241 

245 

2147y 

1 1 

196.4 

-6 

9.1 

10.8 

15,3 

17,9 

4086 

14 

2:i,'. 

DOW  JONES 

3223 

250 

1725 

0 

72.2 

-32 

4  2 

6.2 

4,8 

5,0 

2471 

-5 

23(i 

TEXTRON 

3196 

253 

7840 

-1 

299.5 

6 

3.8 

3.6 

7,4 

10,5 

15740 

6 

r 

237 

NORDSTROM 

3192 

237 

3180 

10 

135,8 

17 

4.3 

4  0 

12  1 

15,0 

2042 

7 

238 

SCOTT  PAPER 

3189 

206 

4977 

-7 

-69,9 

NM 

NM 

2.8 

NM 

-3.5 

6493 

-6 

ti 

23'.i 

INCERSOLL  RAND 

3183 

244 

3586 

-4 

150,6 

-19 

4  2 

5  0 

9  7 

9  6 

2980 

0 

240 

AL2A 

3162 

315 

140 

41 

-62,1 

NM 

NM 

24.8 

NM 

-18.7 

580 

84 

t 
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JATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER 

SHARE 

INDUSTRY  GROUP 

I  12-MONIH 
HIGH/ 
lOW 
S 

PRICE 
AS ''.OF 
BOOK 
VAIUE 

n 

HAIIO 

YIEID 

PAYOUI 

lOIAl 
DEIURN 

INSII 
lUIIONS 
HOLDING 

SHRS 
OUT 

MIL, 

TURN. 
OVER 

FV 

1990 
ACTUAL 
S 

1991 
ACTUAL 
S 

ANALYSTS' ESTIMATES 
1992  VART 
ESI  ATION 

S 

28/19 

222 

88 

2  26 

200 

27 

64 

151 

56.4 

12 

0  91 

0.30 

1 .36 

1 2.5 

Consumer  B 

108/75 

430 

24 

2.62 

62 

29 

NA 

38 

46  0 

12 

4  1  1 

4.41 

N  M 

Consumer  D 

57/40 

138 

NM 

3.89 

DEF 

3 

78 

76 

96.3 

10 

5.42 

-0.27 

1  85 

1  8  9 

Manufacturing  C 

52/42 

226 

19 

1.99 

38 

17 

67 

78 

34  0 

12 

2  91 

2  64 

3  11 

Services  D 

35/23 

192 

1 1 

3.67 

40 

-14 

70 

158 

79.7 

08 

2.05 

2.26 

3  3 

Health  care  C 

85/55 

NEG 

NM 

0.00 

0 

18 

43 

51 

50.6 

12 

-4.33 

-3  31 

0.98 

99.0 

Telecomms.  A 

43/25 

190 

NM 

3.28 

DEF 

19 

43 

106 

69.7 

12 

6  79 

-5.24 

2.51 

to./ 

Banks  D 

45/29 

197 

17 

3.27 

56 

58 

67 

89 

85  1 

12 

2  36 

2  51 

0  Q  1 
Z  O  1 

t  A 
J  O 

Chemicals 

34/24 

163 

NM 

3.76 

DEF 

-9 

60 

130 

84  7 

01 

2.45 

-0.41 

Z  -4  J 

Q  0 
O.Z 

Retailing 

49/38 

341 

18 

2.96 

53 

18 

61 

76 

39.4 

12 

2  68 

2.72 

0  oi 
z .  yo 

2  0 

Services  B 

45/37 

278 

17 

2.38 

40 

8 

26 

90 

29.9 

12 

2.39 

2.43 

2.65 

1 .9 

Food  B 

63/38 

441 

23 

0.54 

13 

50 

81 

71 

63.5 

12 

2.01 

2  23 

3  1  1 

1 0  3 

Chemicals 

53/43 

161 

12 

6  41 

77 

20 

27 

76 

212 

12 

3.95 

4.01 

4  1 9 

1  4 

Utilities  A 

48/27 

313 

32 

2.12 

69 

43 

59 

85 

41.0 

12 

0.54 

1.31 

0.73 

1  6  4 

Telecomms.  B 

41/23 

623 

26 

2.64 

67 

53 

70 

107 

52.0 

04 

1.31 

1.31 

1 .73 

2.3 

Nonbank  fin.  A 

162/1 17 

193 

NM 

0.00 

0 

2 

67 

24 

192  8 

12 

4.33  - 

14.31 

8.25 

37.2 

Transportation  A 

44/35 

216 

19 

6.76 

128 

18 

8 

96 

7.6 

12 

3.21 

1  96 

2.38 

1 2-2 

Chemicals 

31/17 

310 

55 

2.94 

162 

-13 

58 

153 

85.5 

09 

1.68 

0.42 

1 .23 

8. 1 

Services  C 

55/39 

183 

28 

3  07 

87 

29 

71 

69 

66  9 

12 

3.35 

1.80 

2.55 

13.3 

Paper  B 

71/52 

288 

19 

1.40 

27 

17 

70 

55 

31.2 

12 

3.35 

3.25 

3.70 

3 .0 

Manufacturing  A 

32/23 

174 

12 

3.35 

40 

21 

45 

116 

34  5 

12 

2  50 

2.49 

2.68 

3.4 

Banks  B 

38/27 

202 

16 

3.84 

60 

25 

49 

101 

53.3 

12 

1  76 

2.15 

2-34 

1 0-3 

Utilities  B 

51/35 

390 

15 

0.88 

13 

-12 

73 

86 

109.8 

12 

2  37 

2.61 

2.93 

3 . 1 

Consumer  A 

79/57 

187 

NM 

1.73 

DEF 

-7 

65 

49 

141 ,7 

06 

5  79 

-7  73 

-2-96 

68  9 

Transportation  A 

54/35 

334 

23 

0.95 

22 

-18 

60 

81 

93  6 

10 

1.71 

1.83 

2.03 

9.9 

Services  A 

30/15 

155 

42 

2.86 

119 

106 

55 

121 

549 

12 

-0.75b 

067 

1  65 

7  3 

Banks  A 

49/34 

450 

18 

3  19 

59 

8 

58 

84 

395 

12 

2.03 

2.18 

2.41 

2.5 

Office  equipment  A 

52/35 

254 

21 

2.47 

51 

24 

77 

67 

26.5 

12 

3  10 

2.45 

2-97 

5  4 

Chemicals 

65/46 

114 

22 

3.20 

69 

-6 

75 

60 

93.3 

12 

5.01 

2.60 

2.70 

35.6 

Metals  A 

88/46 

121 

NM 

2.21 

DEF 

75 

85 

41 

136.0 

12 

5  10 

-5  39 

6.2 1 

3.5 

Transportation  B 

51/37 

1330 

16 

3.00 

48 

27 

66 

72 

140.7 

12 

2.81 

2  92 

3.40 

1 .2 

Consumer  D 

39/29 

155 

1 1 

6  84 

74 

18 

38 

102 

44.4 

12 

2.74 

3.01 

2  93 

3.8 

Utilities  A 

99/53 

119 

NM 

3.1 1 

5000 

4 

63 

52 

147.6 

12 

13  39 

0.04 

6.16 

21,8 

Banks  D 

45/28 

277 

NM 

3  15 

DEF 

48 

65 

87 

95.7 

12 

2.89 

-3.96 

3,30 

10  6 

Transportation  B 

58/21 

1003 

22 

0.95 

21 

92 

70 

71 

381.9 

12 

1.08 

2.09 

2.49 

4.4 

Health  core  C 

37/21 

104 

8 

2.18 

16 

19 

63 

113 

150  3 

12 

2.08 

3  90 

3.48 

20-7 

Nonbank  fin.  A 

59/39 

103 

39 

1  50 

58 

-14 

57 

81 

68  1 

12 

5.96 

1.04 

1.95 

34.9 

Fuel  B 

43/31 

116 

37 

4  75 

175 

21 

60 

77 

45  3 

12 

3.29 

1  14 

3  68 

5  7 

Nonbank  fin,  A 

228/168 

295 

17 

1.00 

17 

24 

81 

14 

7.6 

12 

13.64 

13.48 

13  61 

3.8 

Nonbank  fin.  B 

35/22 

222 

45 

2.38 

107 

28 

37 

101 

24.7 

12 

1.06 

0.71 

1.32 

9.1 

Publishing/TV  B 

40/29 

113 

1 1 

3.02 

33 

27 

63 

86 

46.5 

12 

3.18 

3.42 

3.87 

3.1 

Conglomerates 

53/31 

353 

24 

0  82 

19 

15 

38 

82 

148.5 

01 

1.42 

1.66 

2  03 

6.4 

Retailing 

46/30 

161 

NM 

1.85 

DEF 

-5 

72 

74 

67  8 

12 

2  01 

-0.95 

2.62 

11.5 

Paper  B 

66/42 

203 

21 

2.15 

45 

21 

61 

52 

64  1 

12 

3.55 

2.91 

3  55 

4.8 

Manufacturing  C 

55/28 

953 

NM 

0.00 

0 

41 

66 

72 

90.6 

12 

0.35 

-0.88 

0.88 

11. 4 

Health  care  B 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

111 

SMll 

YEAH 
AGO 
RANK 

MONTHS 
1991 
S  Mil 

CHANGE 
EHOM 
1990 

12 

MONTHS 
1991 
$Mlt 

CHANGE 
EHOM 
1990 

•i. 

12 

MONTHS 
1991 

% 

12 

MONTHS 
1990 

INVESTED 
C.*FITAl 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1991 
SMll 

CHANi 
f«0» 
199( 

% 

— 

241 

DURACEIL  INTERNATIONAL 

3153 

NR 

1589 

10 

113.6 

474 

7.1 

1.4 

12.5 

1  1.6 

2282 

1 

in 

UNION  CARBIDE 

3142 

264 

4877 

-7 

■116.0 

NM 

NM 

3,6 

NM 

-6.0 

5138 

-n 

24.-! 

GENENTECH 

3130 

37) 

460y 

6 

44.3 

NM 

9.6 

NM 

4.4 

4.7 

1231 

6 

■J41 

AllTEl 

3085 

216 

1748 

1 1 

189.0 

-2 

10.8 

12,3 

1  1.8 

17  5 

2788 

6 

245 

FREEPORT-MCMORAN 

3081 

298 

1579 

0 

96.7 

-69 

6.1 

19.8 

1  1.6 

NA 

3565 

15 

L'4<; 

CHASE  MANHATTAN 

3077 

327 

1  1840 

-13 

520.0 

NM 

4.4 

NM 

17.4 

1  1.6 

98197 

0 

247 

KNIGHT-RIDDER 

3076 

266 

2237 

-3 

132.1 

-1  1 

5.9 

6,5 

9.9 

1  1.8 

2358 

7 

24H 

WINN-DIXIE  STORES 

3075 

229 

10203 

2 

177  9 

12 

1.7 

1.6 

200 

20.3 

1847 

8 

249 

TORCHMARK 

3008 

227 

1932 

8 

246.5 

8 

12.8 

12.8 

16.0 

23  1 

6160 

n 

2S0 

CONSOLIDATED  NATURAL  CAS 

2993 

180 

2607 

-4 

168.6 

3 

6.5 

60 

8.8 

9.2 

4642 

1 

251 

REEBOK  INTERNATIONAL 

2991 

239 

2734 

27 

234.7 

33 

8  6 

8  2 

23.7 

30.6 

1431 

2 

252 

SUN  MICROSYSTEMS 

2987 

205 

3455 

25 

199.3 

32 

5,8 

5.5 

13  1 

15  0 

2341 

7 

25:! 

MORTON  INTERNATIONAL 

297  1 

284 

1967 

9 

143.4 

3 

7.3 

7.7 

1 1.6 

12.3 

2007 

6 

254 

HALLIBURTON 

2969 

113 

7019y 

1 

26  6 

-87 

0  4 

2  8 

1,6 

1,2 

5041 

13 

255 

WHIRLPOOL 

2967 

340 

6770 

2 

170.0 

136 

2.5 

1.1 

NA 

1  1.4 

6162 

7 

251  i 

ST.  PAUL 

2966 

233 

4369 

8 

405.1 

4 

9.3 

9.7 

14.2 

17.6 

12982 

6 

257 

SUN 

2958 

186 

1  1930x 

-9 

-132.0 

NM 

NM 

1,7 

NM 

-4.9 

7143 

-10 

25K 

BAUSCH  &  LOMB 

2950 

286 

1520 

1  1 

85.9 

-35 

5  7 

9  6 

1  1.3 

9  9 

1392 

4 

25!t 

ETHYL 

2943 

194 

2575 

2 

206.7 

-1 1 

8.0 

9.2 

12  2 

16.9 

7905 

18 

260 

SAFECO 

2941 

269 

3172y 

0 

259.6 

-7 

8.2 

8.7 

1C.3 

1  1  7 

1  1907 

13 

2lil 

FEDERAL  EXPRESS 

2931 

302 

7548 

0 

-30.9 

NM 

NM 

1.7 

NM 

-1.8 

5806 

-6 

ii 

2112 

TEMPLE-INLAND 

2904 

317 

2507 

4 

138.4 

-40 

5,5 

9  7 

6.6 

9  1 

10068 

29 

2li:! 

UNOCAL  EXPLORATION 

2892 

246 

878y 

-4 

146.8 

-10 

16.7 

17.8 

NA 

19.3 

1955 

-3 

1! 

2i;4 

NEWMONI  MINING 

2S81 

248 

623 

-9 

94.3 

-44 

15  1 

24  7 

32.4 

62.1 

818 

- 14 

2fi5 

OHIO  EDISON 

2861 

242 

2359 

5 

272.5 

-7 

11.6 

13.0 

7.7 

10.1 

7812 

0 

It 

2(ii; 

ROADWAY  SERVICES 

2851 

361 

3177 

7 

127.3 

7 

4.0 

4  0 

14.3 

14.3 

1489 

11 

2(;7 

McGRAW-HILL 

2838 

224 

1943 

0 

148.0 

-14 

7  6 

8,9 

12  3 

NA 

2525 

0 

21 K 

TEXAS  INSTRUMENTS 

2834 

187 

6784 

3 

-409  0 

NM 

NM 

NM 

NM 

-27.9 

5009 

-1 

S 

2ti!i 

WM.  WRIGLEY  JR. 

2828 

281 

1  149 

3 

128  7 

10 

112 

10  6 

27  9 

27  8 

625 

11 

■ 

270 

NEWELL 

282  1 

362 

1119 

4 

1 12.2 

1  1 

10.0 

9.5 

15.2 

19.2 

1076 

23 

271 

LOCKHEED 

2819 

256 

9809 

-2 

308.0 

-8 

3.1 

3.4 

9.9 

12.3 

6617 

-4 

«  i 

272 

TRIBUNE 

2815 

235 

2035 

-14 

142  0 

NM 

70 

NM 

NA 

25  8 

2795 

-1 

U 

27)i 

W.W.  GRAINGER 

2804 

307 

2077 

7 

127  7 

1 

6,2 

6.6 

14  8 

14.8 

1217 

5 

11 

271 

WASHINGTON  POST 

2803 

226 

1380 

-4 

1  18,7 

-  32 

8.6 

12  1 

12.5 

12,7 

1512 

4 

GENERAL  PUBLIC  UTILITIES 

2798 

261 

3372 

9 

31 1 .8 

-1 

9.2 

10.1 

9.2 

1 1.8 

7470 

8 

15 

27<l 

PHELPS  DODGE 

2798 

279 

2434 

-8 

272  9 

-40 

1  1 ,2 

17.3 

13.1 

14.7 

3051 

8 

HILLENBRAND  INDUSTRIES 

2788 

387 

1  199 

8 

89  2 

18 

7.4 

6.8 

16  4 

18.2 

1532 

21 

27n 

WHEELABRATOR  TECHNOLOGIES 

27  7  7 

309 

1  173 

2 

126.0 

166 

10.7 

4  1 

8.9 

15.9 

2664 

17 

■1  3 

279 

DRESSER  INDUSTRIES 

2763 

193 

4607 

-2 

135.9 

-19 

3.0 

3  6 

8.3 

7.6 

3191 

2 

1  ! 

280 

NORTHEAST  UTILITIES 

2758 

289 

2754 

5 

279.3 

9 

10.1 

98 

7.7 

12.6 

6782 

3 

]  1 

2X1 

FIFTH  THIRD  BANCORP 

2721 

393 

885 

6 

138.2 

15 

15.6 

14.4 

NA 

15.7 

8826 

11 

2X2 

AON 

2707 

274 

2893 

10 

242  0 

1 

8  4 

9  1 

13  1 

15  4 

1  1061 

7 

2n.'i 

STORAGE  TECHNOLOGY 

2706 

539 

1585 

3 

93.1 

-1 

5.9 

6.1 

13  6 

12.8 

1700 

17 

B  ; 

2K4 

BANK  OF  NEW  YORK 

2701 

329 

4225 

-21 

122.0 

-60 

2  9 

5  8 

5  6 

3,6 

39410 

-13 

2K5 

ORACLE  SYSTEMS 

2697 

486 

1085 

6 

33.6 

-8 

3.1 

3.5 

8.4 

9.0 

759 

-11 
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UillON 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  CROUP 

t  12-MONIH 
HIGH/ 

low 
s 

PllCt 
AS%Of 
8001! 
VALUE 

H 
RATIO 

yiEiD 

% 

PAYOUT 

% 

JETORN 

INSTI- 
TUTIONS 
HOLDING 

% 

OUT 
MIL 

ovsn 

FY 

1990 
ACTUAL 
S 

1991 
ACTUAL 
S 

ANALYSTS' ESTIMATES 
1992  VART 
EST  AIION 

s  % 

36/19 

323 

57 

0.00 

0 

NA 

31 

112 

NA 

06 

NR 

0.50 

1.42 

2.8 

Manufacturing  A 

25/16 

140 

NM 

406 

DEF 

36 

50 

128 

95  3 

12 

2  19 

-1.06 

1  46 

27.4 

Chemicals 

36/24 

330 

72 

0.00 

0 

1 

19 

1 1 1 

35.6 

12 

-1.05 

0.39 

0.26 

100.0 

Health  care  B 

43/35 

288 

15 

4  17 

63 

6 

30 

87 

21.7 

12 

2.35 

2.34 

2.58 

3.9 

Telecomms.  B 

45/31 

531 

31 

5.90 

182 

28 

53 

73 

60.0 

12 

5.22 

1.37 

1.63 

22.1 

Chemicals 

25/14 

74 

7 

5.45 

38 

80 

53 

140 

130.3 

12 

-3.31 

3.12 

2  96 

13.2 

Banks  A 

60/44 

275 

23 

2.43 

55 

19 

70 

54 

49.2 

12 

2.94 

2.55 

2.96 

3.7 

Publishing/TV  B 

45/34 

351 

18 

2.99 

55 

13 

18 

77 

13.6 

06 

1.93 

2  20 

2  40 

1.7 

Food  C 

62/47 

288 

13 

2.70 

34 

7 

51 

51 

29.2 

12 

4.28 

4.70 

5.16 

2.3 

Nonbank  fin.  B 

45/34 

164 

18 

5.53 

98 

-13 

40 

87 

27.8 

12 

1.91 

1.94 

2.45 

9.0 

Utilities  B 

36/20 

389 

14 

0.91 

13 

67 

59 

91 

127.5 

12 

1.54 

2.37 

2.77 

5.4 

Consumer  A 

39/21 

225 

17 

0.00 

0 

7 

71 

96 

410.4 

06 

1.21 

1  85 

2.01 

6  5 

Office  equipment  B 

65/44 

255 

22 

1.56 

34 

45 

67 

48 

62.2 

06 

2.80 

2.85 

3.03 

2.0 

Chemicals 

55/26 

133 

NM 

3.60 

400 

-47 

63 

107 

120.2 

12 

1.85 

0  25 

1,38 

14.5 

Fuel  C 

47/26 

198 

17 

2.58 

45 

77 

78 

70 

74.8 

12 

1.04 

2.45 

2.98 

5.7 

Consumer  B 

76/57 

132 

7 

3.73 

28 

13 

84 

43 

82.8 

12 

8.57 

9.35 

8,03 

3  6 

Nonbank  fin.  B 

36/26 

110 

NM 

6.46 

DEF 

-8 

54 

106 

29.8 

12 

1.86 

-1.25 

2.01 

18  4 

Fuel  B 

61/38 

341 

35 

1.45 

51 

35 

73 

59 

63.7 

12 

2.19 

1,42 

2  91 

2  8 

Health  care  D 

33/22 

241 

14 

2.41 

34 

-1 1 

38 

118 

44.5 

12 

1.95 

1.75 

1.95 

3.6 

Chemicals 

50/36 

132 

11 

3.16 

36 

32 

65 

63 

73.8 

12 

4.41 

4.14 

4.14 

5.3 

Nonbank  fin.  B 

55/31 

170 

32 

0.00 

0 

24 

72 

54 

85.2 

05 

0.11 

1.69<j 

3.22 

31.7 

Transportation  C 

58/35 

191 

21 

1.82 

38 

41 

71 

55 

58.2 

12 

4.20 

2.51 

3.71 

5,9 

Containers  B 

12/9 

381 

20 

3.48 

69 

10 

NA 

251 

1.9 

12 

0.65 

0.58 

0.58 

48.3 

Fuel  B 

47/33 

1897 

31 

1,41 

43 

24 

31 

68 

46.3 

12 

2.49 

1.39 

1  54 

17.5 

Metals  C 

21/17 

121 

12 

8.00 

94 

13 

30 

153 

39,0 

12 

1.67 

1.60 

1.75 

6.3 

Utilities  A 

77/44 

320 

22 

1.65 

37 

54 

63 

39 

95.6 

12 

3.05 

3.27 

3.74 

5.3 

Transportation  D 

65/50 

297 

19 

3.87 

74 

8 

65 

49 

48.0 

12 

3.53 

3.03 

t 

t 

Publishing/TV  B 

48/26 

178 

NM 

2.09 

DEF 

-8 

65 

82 

1 18.4 

12 

-0  92 

-5,40 

1.99 

58.3 

Electrical  D 

36/58 

610 

22 

2.28 

50 

23 

26 

39 

18.7 

12 

2.99 

3,28 

3.61 

0.8 

Food  B 

53/28 

485 

25 

1.32 

33 

70 

60 

62 

54.7 

12 

1.67 

1.81 

2.1 1 

1.4 

Manufacturing  A 

48/38 

1 13 

9 

4.42 

41 

15 

63 

62 

112.3 

12 

5.30 

4  86 

5.61 

2.1 

Aerospace 

48/35 

580 

22 

2  20 

49 

10 

43 

65 

40,1 

12 

-1,22 

1.94 

2.30 

7  8 

Publishing/TV  B 

57/36 

326 

22 

1.17 

26 

41 

62 

53 

45.8 

12 

2,31 

2.37 

2.70 

3.3 

Services  B 

251 /t  69 

300 

24 

1 .78 

42 

5 

55 

12 

22.0 

12 

14  45 

10  00 

10.99 

7,4 

Publishing/TV  B 

27/22 

120 

10 

5.94 

60 

17 

66 

111 

53.4 

12 

2.51 

2.49 

2.50 

4.4 

Utilities  A 

85/58 

150 

10 

3.73 

38 

31 

72 

35 

141.3 

12 

13  12 

7,86 

7,39 

26  8 

Metals  C 

39/21 

568 

31 

0.91 

29 

86 

19 

73 

15.3 

1 1 

1.03 

1.23 

1.44 

3.5 

Manufacturing  A 

37/23 

349 

21 

0.00 

0 

39 

33 

91 

275 

12 

060 

1  46 

1.36 

2  2 

Utilities  A 

28/16 

155 

20 

2.93 

58 

-20 

65 

135 

84.2 

10 

1.29 

1.04 

1.23 

10.6 

Fuel  C 

25/20 

147 

1 1 

7.61 

83 

26 

27 

119 

35.9 

12 

1.94 

2.12 

2.02 

4  5 

Utilities  A 

76/39 

309 

20 

1.75 

34 

86 

35 

40 

36.8 

12 

3.07 

3.50 

3.96 

2.0 

Bonks  B 

45/34 

172 

12 

3.73 

43 

28 

56 

63 

23.0 

12 

3.61 

3  71 

4.02 

2.2 

Nonbank  fin.  B 

78/28 

371 

29 

0.00 

0 

161 

82 

41 

211.0 

12 

2  22 

2.33 

3.33 

3.6 

Office  equipment  B 

41/25 

108 

NA 

3.94 

NA 

56 

67 

70 

84.1 

12 

3.98b 

NAd 

3.67 

6  8 

Banks  A 

21/7 

721 

41 

0.00 

0 

122 

34 

138 

229.8 

05 

-0.09 

0.47d 

0.75 

17.3 

Office  equipment  C 

lOTES  TO  TABLES  APPEAI  ON  PAGES  162- 1 43 
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The  business  Week  looo 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

1 

$Mll 

YEA! 
AGO 
RANK 

12 

MONTHS 
1991 
SMIl 

CHANGE 
flOM 
1990 

12 

MONTHS 
1991 
SMll 

CHANGE 
fSOM 
1990 

12 

MONTHS 
1991 

12 

MONTHS 
1990 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1991 
SMIL 

CHANC 
IROM 
1990 

286 

COMPUTER  ASSOCIATES  INTERNATIONAL 

2680 

366 

1438 

10 

173,0 

7 

12.0 

12.4 

14.1 

14.6 

2308 

45 

2«7 

BAKER  HUGHES 

2669 

173 

2747 

1 

161.7 

6 

5.9 

5  6 

10.8 

10.4 

2895 

0 

288 

TRW 

2666 

265 

7913 

-3 

-140,0 

NM 

NM 

2.5 

NA 

-7.3 

5635 

1 

1 

289 

CAPITAL  HOLDING 

2654 

323 

2671 

4 

250,2 

51 

9.4 

6.4 

14.2 

15.2 

18900 

13 

290 

POTOMAC  ELECTRIC  POWER 

2653 

294 

1552 

10 

210,2 

23 

13.5 

12.1 

7.0 

1 1.5 

5854 

12 

291 

MARTIN  MARIETTA 

2646 

277 

6075 

-1 

313,1 

-4 

5  2 

5.3 

14.9 

17.4 

3897 

8 

292 

TAMBRANDS 

2629 

273 

661 

5 

79,0 

-19 

12  0 

15.5 

31.2 

31.5 

382 

-1 

293 

CROWN  CORK  S  SEAL 

2620 

351 

3807y 

24 

128  1 

20 

3,4 

3.5 

10  8 

12,4 

2906 

3 

294 

UNITED  HEALTHCARE 

2620 

613 

847 

40 

74.8 

121 

8.8 

5.6 

23.5 

23,5 

574 

96 

f 

295 

BALTIMORE  GAS  &  ELECTRIC 

2608 

285 

2460 

12 

233,7 

33 

9.5 

8.0 

7.7 

8  9 

7079 

6 

296 

LONG  ISLAND  LIGHTING 

2575 

271 

2549 

4 

305,5 

-4 

12.0 

13.1 

8.1 

1 1,2 

9543 

8 

297 

NATIONAL  MEDICAL  ENTERPRISES 

2573 

189 

3973 

6 

292,3 

13 

7.4 

6.9 

12.4 

16  4 

4095 

5 

298 

GERBER  PRODUCTS 

2570 

306 

1209 

3 

106.4 

-6 

8  8 

96 

20.6 

24,2 

838 

5 

r 

299 

BECTON,  DICKINSON 

2565 

240 

2191 

6 

182,1 

-1 

8  3 

8.9 

10.5 

13,3 

2860 

9 

300 

IMCERA  GROUP 

2564 

322 

1664 

8 

114.6 

45 

6.9 

5.1 

9.5 

9,9 

2015 

-10 

yoi 

CLOROX 

2547 

304 

1679 

8 

62.2 

-56 

3.7 

9.0 

76 

7,6 

1484 

-4 

302 

CENTERIOR  ENERGY 

2540 

259 

2560 

5 

297.9 

-9 

1 1.6 

13.4 

7.0 

8,3 

12042 

1 

'i 

303 

GENERAL  DYNAMICS 

2520 

559 

8751 

-7 

374.0 

NM 

4  3 

NM 

NA 

20,5 

6207 

6 

304 

AUTOZONE 

2519 

NR 

868 

25 

49.2 

82 

5.7 

3.9 

22.5 

21,8 

418 

20 

!! 

305 

NORTHERN  STATES  POWER 

2517 

310 

2201 

7 

207.1 

7 

9.4 

9.3 

8.9 

12,0 

4787 

1 

306 

COMPAQ  COMPUTER 

2511 

103 

3271 

-9 

130.9 

-71 

4.0 

12.6 

8.2 

7,0 

2750 

9 

:i07 

MCDONNELL  DOUGLAS 

2505 

396 

18488/ 

16 

355.0 

32 

19 

1.7 

7  7 

9  2 

14841 

-1 

li 

308 

FRUIT  OF  THE  LOOM 

2504 

625 

1514a 

5 

82.7 

-1 1 

5.5 

6.4 

NA 

12  9 

2131 

-1 

iJ 

:!()9 

NATIONAL  CITY 

2482 

292 

2588 

-4 

231.0 

-1 

8.9 

8.7 

14.0 

12.7 

24170 

2 

310 

NATIONAL  HEALTH  LABORATORIES 

2480 

427 

604 

20 

103.9 

26 

17.2 

16.5 

31.4 

31.4 

411 

10 

1! 

GOLDEN  WEST  FINANCIAL 

2476 

337 

2241 

5 

238.6 

32 

10.6 

8.5 

7.1 

16.5 

24298 

8 

jt 

312 

SHERWIN-WILLIAMS 

2476 

330 

2541 

12 

128.2 

5 

5.0 

5.4 

14.4 

15.1 

1612 

7 

& 

3l:i 

WISCONSIN  ENERGY 

2475 

303 

1539 

7 

195.2 

1 

12.7 

13  4 

9  7 

13  1 

3496 

4 

314 

PRICE 

2469 

313 

7056y 

22 

137.4 

7 

1.9 

2.2 

11.6 

16,8 

2089 

39 

315 

CIRCUS  CIRCUS  ENTERPRISES 

2462 

355 

806 

16 

103  3 

35 

12  8 

11.0 

20.5 

33,8 

788 

-1 

316 

BIOHET 

2458 

389 

244 

35 

45.2 

30 

18.5 

19.2 

22.6 

22,6 

242 

36 

E 

317 

CHAMPION  INTERNATIONAL 

2451 

267 

4786 

-6 

40  3 

-82 

0  8 

4,4 

2  1 

0,3 

8588 

5 

It 

318 

UNUM 

2450 

331 

2421 

12 

205.0 

1 1 

8.5 

8.5 

32.4 

14  9 

10668 

12 

11 

319 

AMERICAN  STORES 

2441 

247 

20823 

-6 

240.2 

32 

12 

0.8 

9.0 

16,0 

7073 

-3 

li 

320 

NIAGARA  MOHAWK  POWER 

2433 

334 

3383 

7 

243.4 

194 

7.2 

2.6 

7.5 

9,6 

8241 

6 

li 

321 

EATON 

2432 

324 

3381 

-7 

62.0 

-63 

18 

4.6 

6.2 

5  4 

3087 

2 

322 

NALCO  CHEMICAL 

2421 

305 

1237 

16 

134.6 

6 

10.9 

119 

16.4 

25,0 

1324 

28 

323 

CORESTATES  FINANCIAL 

2418 

346 

2495a 

-4 

94.7 

53 

3  8 

2.4 

10  6 

15  3 

22849 

-2 

i< 

324 

VF 

2409 

409 

2952 

13 

161.3 

99 

5.5 

3.1 

13.4 

19,1 

2127 

15 

C 

325 

SAN  DLEGO  GAS  S  ELECTRIC 

2408 

278 

1789 

1 

208  1 

0 

1 1.6 

1  1.7 

NA 

14,5 

3748 

2 

( 

326 

TYSON  FOODS 

2405 

257 

3978 

4 

148.5 

18 

3.7 

3.3 

119 

17.4 

2598 

2 

327 

HERCULES 

2376 

332 

2929 

-8 

94  9 

-1 

3  2 

3  0 

5,8 

5,0 

3467 

-6 

328 

AFLAC 

2360 

358 

3283 

23 

148  7 

27 

4.5 

4.4 

14  7 

16,1 

10145 

26 

329 

PALL 

2359 

353 

669 

10 

81.2 

15 

12  1 

1  1.5 

16  1 

16  3 

780 

4 

330 

COASTAL 

2359 

203 

9549 

-1 

96.3 

-57 

1.0 

2.3 

NA 

4,7 

9288 

9 
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UAIION 

DIVIDENDS 

SHARES 

:  EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

I  I2M0NIH 
£  HIGH/ 

low 

S 

PRICE 
AS%OF 
BOOK 
VALUE 

n 

KAIIO 

YIEID 

PAYOUI 

lOIAl 
HETURN 

INSII. 
:  lUIIONS 
HOIOING 

SH»S 
OUI 
Mil. 

lUilN. 
OVEB 

FV 

1990 
ACIUAl 

1991 
ACIUAl 

ANALYSIS' ESTIMATES 
1992  VARI. 
EST  ATION 
S 

17/7 

227 

15 

0.66 

10 

81 

47 

177 

101.5 

03 

0  86 

1  03d 

1,19 

7.6 

Office  equipment  C 

30/18 

171 

15 

2.39 

37 

-35 

72 

139 

100.3 

09 

1  06 

1  26 

1,18 

1 0,2 

Fuel  C 

46/35 

139 

NM 

4.09 

DEF 

17 

55 

61 

39.0 

12 

3  39 

-2  30 

3.05 

1 0.2 

Conglomerates 

64/42 

169 

1 1 

2  31 

25 

31 

67 

46 

57,5 

12 

3  39 

5  33 

6,34 

2,7 

Nonbank  fin.  B 

25/20 

155 

13 

6.70 

86 

19 

21 

1  1  1 

41.8 

12 

1  62 

1  87 

1 ,95 

4.6 

Utilities  A 

60/46 

147 

8 

2.82 

24 

18 

65 

50 

69,6 

12 

6.52 

6.30 

7  52 

2.0 

Aerospace 

71/50 

1047 

33 

2.13 

71 

27 

75 

41 

67,4 

12 

2.30 

1 .92 

3,11 

1 .6 

Consumer  D 

93/61 

253 

20 

0.00 

0 

41 

40 

29 

49  4 

12 

3  7 1 

4  43 

5,08 

5,3 

Containers  A 

93/30 

822 

32 

0.04 

1 

166 

75 

34 

285.0 

12 

1 .29 

2.40 

3,11 

3,2 

Health  care  C 

35/28 

121 

14 

6.80 

92 

20 

42 

84 

39  3 

12 

1  64 

2.28 

2,67 

6.0 

Utilities  A 

25/22 

121 

11 

7.35 

79 

9 

49 

1  1  1 

62.8 

12 

2  26 

2  1 5 

2,35 

5.1 

Utilities  A 

26/13 

144 

10 

3  04 

31 

-31 

66 

170 

1 17.3 

05 

1  54b 

1  48d 

1  69 

8.9 

Health  care  C 

79/55 

586 

18 

2.09 

38 

22 

55 

37 

55.6 

03 

3  00 

3  80d 

4,3 1 

1 ,4 

Food  B 

82/58 

189 

14 

1.77 

25 

-3 

68 

38 

95.8 

09 

4  67 

4  86 

5,15 

2,7 

Health  care  D 

47/28 

221 

25 

1.19 

29 

28 

79 

76 

94.2 

^  06 

0.84 

1 .37 

1 ,65 

1 .8 

Health  care  D 

49/37 

310 

48 

3.33 

159 

24 

48 

54 

53.8 

06 

2  80 

0  98 

2,87 

1 ,7 

Consumer  D 

20/15 

89 

11 

8.83 

94 

7 

26 

140 

34.3 

12 

1 .90 

1 .71 

1 ,78 

6  7 

Utilities  A 

62/24 

138 

7 

1  66 

1 1 

140 

44 

42 

104  8 

12 

—15  34 

8  93 

6,77 

6  1 

Aerospace 

42/13 

1119 

56 

0.00 

0 

NA 

16 

69 

NA 

08 

0  39 

0  66 

0,86 

1 ,2 

Retailing 

44/33 

160 

13 

6.01 

80 

26 

33 

63 

34,6 

12 

2  79 

3  02 

3,09 

4.2 

Utilities  A 

73/22 

134 

20 

0.00 

0 

-57 

45 

85 

334,1 

12 

5  1  4 

1  49 

2.74 

13.1 

Office  equipment  B 

81/36 

65 

7 

2.15 

15 

60 

40 

38 

103,6 

12 

7  1  8 

9  25 

9,82 

1 0,0 

Aerospace 

36/12 

390 

NA 

0.00 

0 

159 

75 

75 

102.4 

12 

1  1 8b 

NAd 

2,01 

4.5 

Consumer  A 

42/32 

144 

1  1 

4.60 

52 

25 

69 

61 

47,8 

12 

3  86b 

3  60 

3  91 

4,3 

Banks  B 

31/13 

750 

24 

1.08 

26 

71 

50 

99 

83.5 

12 

0  83 

1  05 

1 .26 

4.0 

Health  care  C 

44/26 

171 

10 

0.56 

6 

37 

63 

64 

58  5 

12 

2  87 

3  76 

4  17 

2  2 

Nonbank  fin.  C 

30/21 

291 

19 

1.56 

30 

30 

63 

88 

51.3 

12 

1  4 1 

1  45 

1 .67 

3.0 

Housing  A 

40/31 

171 

13 

5.06 

66 

22 

35 

67 

37.9 

12 

2  77 

/ ,  0  1 

2,99 

3,3 

Utilities  A 

65/41 

301 

19 

0.00 

0 

31 

66 

49 

225.7 

08 

2  47 

2  68 

2.78 

4.0 

Retailing 

47/30 

805 

24 

0.00 

0 

46 

75 

57 

126.1 

01 

1  39 

1  84 

2.22 

2.7 

Leisure  C 

32/13 

1228 

47 

0.00 

0 

70 

53 

113 

149.1 

05 

0  36 

0  46d 

0.58 

5.2 

Health  care  D 

30/22 

67 

NM 

0,76 

143 

~3 

70 

93 

69.4 

12 

2  08b 

0  1 4 

0,56 

82,1 

Paper  B 

41/28 

179 

12 

1.42 

17 

30 

67 

67 

611 

12 

2.69 

3,08 

6,45 

2,3 

Nonbank  fin.  B 

46/26 

162 

10 

1.99 

20 

3 

80 

69 

63.0 

01 

2.64 

3  47 

3,23 

3,1 

Food  C 

19/14 

115 

12 

3.58 

43 

30 

53 

136 

61.1 

12 

0.30 

1,49 

1,65 

3,0 

Utilities  A 

75/53 

211 

39 

3.08 

120 

30 

68 

34 

52  4 

12 

4.77 

1.84 

4  22 

9,5 

Automotive  B 

42/27 

486 

20 

2.42 

47 

20 

63 

70 

61.8 

12 

1.71 

1.78 

1,97 

4.6 

Chemicals 

50/33 

163 

1 1 

4.51 

48 

40 

59 

55 

1  18,7 

12 

2,06 

4  19 

4  42 

4  3 

Banks  A 

45/24 

292 

15 

2.59 

39 

67 

79 

58 

53.3 

12 

1,35 

2.75 

3,02 

4.6 

Consumer  A 

46/37 

177 

12 

6.53 

79 

10 

16 

56 

35  6 

12 

3,52 

3  53 

3.53 

2.6 

Utilities  A 

23/17 

282 

17 

0.23 

4 

-3 

12 

137 

54.4 

09 

0.91 

1.05 

1.15 

1.7 

Food  B 

51/33 

126 

25 

4.40 

1  1  1 

28 

78 

47 

81.0 

12 

2  04 

2.01 

3,43 

4,4 

Chemicals 

33/20 

256 

16 

1.39 

22 

29 

45 

82 

40.7 

12 

1.44 

1.82 

2,12 

2.4 

Nonbank  fin.  B 

32/20 

472 

29 

1.34 

39 

40 

65 

88 

56  5 

07 

0,76 

0.92 

1.09 

2,8 

Conglomerates 

37/23 

116 

25 

1.76 

43 

-24 

69 

104 

78.5 

12 

2.15 

0.92 

2.20 

1 1.8 

Fuel  B 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIl 

YEAS 
AGO 
RANK 

12 

MONTHS 
I9»l 
SMIt 

CHANGE 
fHOM 
1990 

12 

MONTHS 
1991 
SMIL 

CHANGE 
f(OM 
1990 

12 

MONTHS 
1991 

12 

MONTHS 
1990 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1991 
SMIL 

CHAN 
FROI 
1991 

% 

3:il 

GREAT  WESTERN  FINANCIAL 

2352 

300 

3953y 

-6 

298.1 

135 

7.5 

3.0 

7.4 

14.2 

39600 

1 

•.a2 

DOVER 

2352 

263 

2196 

-1 

128.2 

-18 

5  8 

7,0 

17.1 

15.5 

1357 

-8 

3.33 

ALLEGHENY  POWER  SYSTEM 

2339 

320 

2282 

-1 

212.6 

1 

9.3 

9,1 

NA 

11.6 

4855 

6 

334 

LOUISIANA-PACIFIC 

2337 

497 

1702 

-5 

55.9 

-39 

3.3 

5,1 

4,5 

4.6 

2107 

0 

335 

FLORIDA  PROGRESS 

2336 

318 

2075 

3 

191.3 

-3 

9.2 

9.8 

9.7 

11.0 

5025 

c 

i 

33K 

LINCOLN  NATIONAL 

2334 

297 

9169 

8 

208  4 

9 

2.3 

2  3 

90 

8  2 

34000 

23 

:: 

337 

TANDY 

232  1 

254 

4515y 

-2 

176.2 

-32 

3,9 

5  6 

9.6 

9,4 

3291 

-6 

338 

STATE  STREET  BOSTON 

2317 

391 

1358 

3 

139.3 

19 

10.3 

8.9 

NA 

17,1 

15046 

29 

:i 

339 

BARNETT  BANKS 

2311 

400 

3274 

0 

123.8 

85 

3,8 

2  0 

NA 

6,5 

32721 

2 

340 

WESTVACO 

2295 

347 

2268 

-5 

147,9 

-7 

6,5 

6.6 

7  2 

8,6 

3459 

5 

341 

FIRST  FIDELITY  BANCORPORATION 

2286 

438 

2778 

-10 

221.2 

NM 

8.0 

NM 

11.6 

11.9 

30215 

4 

5 

342 

NEW  YORK  TIMES 

2263 

367 

1703 

-4 

47.0 

-28 

2,8 

3  7 

4,9 

NA 

2128 

-1 

343 

CISCO  SYSTEMS 

2250 

648 

244 

110 

58.8 

120 

24,1 

23.0 

39,6 

396 

187 

89 

344 

CBS 

2247 

276 

3035 

-7 

-98.7 

NM 

NM 

2.8 

NM 

-31,3 

2816 

-44 

345 

LUBRIZOL 

2218 

352 

1476 

2 

123.7 

-35 

8.4 

13.1 

15.5 

15.6 

1172 

5 

K 

34(i 

BLOCKBUSTER  ENTERTAINMENT 

2215 

314 

868 

37 

93  7 

36 

10  8 

10.9 

17.1 

21.3 

804 

32 

347 

SICMA-ALDRICH 

2201 

348 

589 

1 1 

79.8 

12 

13,5 

13.5 

NA 

19.2 

568 

8 

ii 

34« 

PET 

2190 

NR 

1878 

-1 

99.6 

NM 

5  3 

NM 

1  1  0 

18,7 

1532 

0 

iO 

34<l 

KEYCORP 

2176 

482 

2283 

27 

188.1 

27 

8.2 

8.2 

14.9 

14,1 

23156 

20 

(i 

350 

CHAMBERS  DEVELOPMENT 

2155 

445 

322 

25 

49.9 

45 

15.5 

13.3 

8.1 

8.9 

1 109 

42 

!! 

351 

IVAX 

2148 

800 

159a 

34 

8.8 

NM 

5,5 

NM 

7.4 

6.3 

447 

283 

li 

352 

Mccormick 

2141 

436 

1428 

8 

80.9 

17 

5  7 

5  2 

16  6 

20  8 

1032 

9 

353 

TECO  ENERGY 

2134 

354 

1  154 

5 

148.9 

4 

12,9 

13  0 

10.7 

16.3 

2834 

13 

V 

354 

HOUSEHOLD  INTERNATIONAL 

2118 

374 

4594 

6 

149  8 

-36 

3,3 

5  4 

NA 

7,7 

29982 

2 

;j 

355 

COOPER  TIRE  &  RUBBER 

2116 

584 

1001 

12 

79.4 

20 

7.9 

7.4 

16.7 

18.1 

671 

9 

5' 

356 

MEAD 

2115 

369 

4579 

-4 

75.6 

-29 

17 

2.2 

5.0 

4.9 

3986 

3 

357 

REPUBLIC  NEW  YORK 

2108 

342 

2535 

-9 

227.4 

13 

9.0 

7.3 

11.3 

13  3 

31221 

5 

)l 

STANLEY  WORKS 

2104 

415 

1962 

-1 

95.1 

-1 1 

4,8 

5  4 

10  8 

13  5 

1548 

4 

i; 

359 

HASBRO 

2097 

443 

2141 

41 

81,7 

-8 

3  8 

5.9 

7.6 

92 

1950 

52 

360 

TRAVELERS 

2083 

283 

1 1377 

1 

307.4 

NM 

2,7 

NM 

5.5 

6.6 

52709 

-7 

;c 

361 

CINCINNATI  GAS  i  ELECTRIC 

2082 

388 

1518 

6 

207,0 

-12 

13,6 

16.3 

9.5 

11.5 

4584 

10 

!/ 

3li2 

SANTA  EE  PACIFIC 

2081 

439 

2360 

3 

96,4 

NM 

4  1 

NM 

9  2 

9  3 

5221 

3 

! 

363 

HILTON  HOTELS 

2078 

301 

1113y 

-1 

84,3 

-25 

7  6 

10,0 

7,1 

90 

2187 

14 

U 

3(i4 

U.S.  BANCORP 

2074 

382 

2014 

0 

196,4 

3 

9,8 

9,5 

NA 

13,9 

18875 

2 

1 

365 

BROWN-FORMAN 

2063 

319 

1203 

9 

141.9 

-1 

118 

13.0 

18.4 

20.5 

1223 

15 

366 

INTERPUBLIC  CROUP 

2054 

403 

1678y 

23 

94.6 

18 

5  6 

5  9 

16  6 

18  8 

2336 

24 

367 

ST.  JUDE  MEDICAL 

2054 

282 

210 

20 

84.0 

30 

400 

36  9 

26.2 

262 

375 

35 

:!6« 

COMCAST 

2043 

378 

709o 

1 1 

-161  2 

NM 

NM 

NM 

NA 

NM 

2687 

9 

* 

369 

CITIZENS  UTILITIES 

2027 

458 

525a 

8 

1 1 1.0 

5 

211 

217 

1  1.9 

16.2 

1610 

29 

'  i 

370 

H.F.  AHMANSON 

2020 

328 

4592y 

-4 

245.8 

29 

5,4 

4.0 

9  6 

9  3 

47276 

-8 

1 

371 

DOLE  FOOD 

2019 

321 

3216 

7 

133.7 

11 

4.2 

4.0 

11.4 

13.1 

2565 

8 

FIRST  BANK  SYSTEM 

2019 

432 

1821 

-15 

190  4 

46 

10,5 

6  1 

13.7 

14  5 

18301 

-4 

{ 

373 

PIONEER  HI-BRED  INTERNATIONAL 

2017 

408 

1131 

17 

108.4 

62 

9.6 

69 

17,0 

16,8 

1289 

4 

1  ? 

374 

MATTEL 

2001 

500 

1622 

10 

118  1 

29 

7,3 

6  2 

24,3 

26  9 

1061 

14 

1  3 

375 

MELLON  BANK 

1995 

506 

3151 

-9 

280.0 

61 

8  9 

5.0 

NA 

14.0 

29355 

2 

»  i 
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JATION  DIVIDENDS  SHARES  EARNINGS  PER  SHARE  INDUSTRY  CROUP 

I2.M0NIH  PtlCE  INSII-                                        ;                :  ANMYSry  ESTIMATES 

HIGH/  ASltOf  TOTAl  TUTIONS  SH«S  TURN  1990  1991  1992  VA«T 

low  BOOK  P-E  yiElD  PAYOUT  8EIURN     ■  HOIDING  OUT  OVER  ACTUAl  ACTUAl  EST  ATION 

S  VAIUE  RATIO               %  %  %        :       %  Mil  %  FY  S  S  S  X  

21/14  115  8  4  82  39  21  86  129  69.6  12  0  99  2.25  2.36  3.4  Nonbankfin.  C 

44/35  285  19  2,11  39  -5  61  59  36.6  12  2.55  2.15  2  46  3.7  Manufacturing  C 

47/37  140  12  7  42  89  19  38  54  43.3  12  3.61  3.61  3.74  1.6  Utilities  A 

62/30  194  39  1,80  70  78  46  39  97  3  12  2.46  1,55  3  44  16.0  Paper  A 

48/39  147  13  6.72  88  18  35  55  36.1  12  3.50  3.24  3.46  4.3  Utilities  A 

61/45  99  12  5.20  63  20  63  42  37.9  12  4.29  4.60  4.67  10.5  Nonbankfin.  B 

37/23  127  12  1.99  23  1  60  77  82.9  06  3.54  2.58  2.75  9.5  Office  equipment  B 

66/40  284  17  1.35  23  57  70  37  141,0  12  3.10b  3.62  3.92  5  1  Banks  A 

38/21  131  19  3,97  77  56  59  70  80.0  12  1.06  1.71  2,50  12,0  Banks  C 

41/28  134  17  3.17  52  31  53  66  32.1  10  2.90  2.10  2.48  10.5  Paper  B 

36/23  133  10  3.69  36  53  38  70  41.1  12  -0.33  3.37  3.42  5.0      ;    Banks  A 

29/18  214  47  194  92  30  47  78  37  4  12  0.85  0.61  0  80  16.3  Publishing/TV  B 

87/21  1517  57  0.00  0  191  86  29  589.3  07  0.50  1.38  2.33  4.7  Office  equipment  C 

188/128  632  NM  0.59  DEF  1  78  13  95.8  12  3.55  -6.11  9  10  14.7  Publishing/TV  A 

66/43  279  18  2.49  45  23  67  35  97.8  12  5.34  3.57  3.98  4.0  Chemicals 

15/8  504  23  0.00  0  -2  40  172  165.7  12  0.43  0.56  0,74  4,1  Leisure  B 

54/34  530  28  0.57  16  27  55  50  51.5  12  1.44  1.60  1.85  1.6  Health  care  B 

24/15  411  28  1-18  33  NA  59  107  NA  06              NR  0  72d  1.04  1.9  Food  B 

51/27  172  12  3.14  37  76  50  47  43.7  12  3  47  3  86  4,47  2  2  Banks  A 

37/22  384  39  0,00  0  49  52  67  33.2  12  0.63  0  83  1.06  2.8  Services  C 

41/8  1532  NM  0.00  0  308  14  63  84.2  12  -0.01  0.21d  0.64  31.3  Healthcare  B 

29/17  550  27  1.34  37  55  46  80  77.5  11  0,83  0.98  1,14  1,8  Food  B 

42/32  239  15  4,60  67  20  37  57  31.1  12  2.45  2.55  2  68  3.0  Utilities  A 

63/41  134  17  4.24  73  21  66  40  83.1  12  5.75b  310  6.13  6,4  Conglomerates 

53/21  481  27  0.55  15  132  70  41  63.0  12  1.61  1.92  2.23  3.6  Automotive  C 

39/28  138  28  2.76  78  27  62  58  58  2  12  1.71  129  1.87  13.4  Paper  B 

48/36  137  10  2.47  25  15  55  52  31.1  12  3.63  3,95  4.25  1.4  Banks  A 

48/34  298  20  2,67  54  40  48  45  36,2  12  2,53  2,31  2  76  5,4  Manufacturing  B 

42/23  236  26  0.66  17  60  70  57  77.3  12  1.54  1.41  2.64  8  0  Leisure  D 

25/17  47  7  8.00  56  8  67  104  68.6  12  -1.85  2  87  2.60  15  0  Nonbankfin.  B 

40/31  131  11  6.73  75  28  40  56  44.1  12  4.12  3.32  3.60  5.6  Utilities  A 

14/7  201  22  0.86  19  53  38  179  66  9  12  -0.62  0  54  0,85  10.6  Transportation  B 

50/34  222  25  2.74  68  3  26  48  80,9  12  2,34  1,76  2,27  5.3      ;    Leisure  C 

24/17  147  11  3,60  38  33  55  98  115.8  12  2,04  2  01  2  30  5  2  Banks  D 

90/69  299  14  3.26  45  5  41  28  18  3  04  5.21  5.44d  6.09  10.8  Consumer  C 

59/41  408  21  1.51  32  38  81  37  45.1  12  2.38  2.60  3.01  2.0  Services  D 

56/40  640  25  0.00  0  4  63  47  237.7  12  1.35  1.75  2.18  2.3  Health  care  D 

19/13  3613  NM  0  88  DEF  14  23  129  42.6  12  -1.58  -1  29d  -1  32  22.7  Publishing/TV  A 

40/24  296  17  0.00  0  41  8  55  16  6  12  1.91  2.10d  2.25  0.0  Utilities  A 

21/13  76  8  5.06  43  13  90  116  58.3  12  1.64  2  06  2.22  3.2  Nonbankfin.  C 

48/32  198  15  1.18  18  7  49  59  79.0  12  2.03  2.24  2.75  6.5  Food  B 

28/17  175  12  3  18  39  59  49  78  56.7  12  1  53b  2.13  2  40  10.4  Banks  B 

75/45  313  19  174  34  39  56  30  62.2  08  2  33  3  44  3.78  4.2  Food  B 

35/18  457  17  0.64  11  75  NA  64  117.2  12  1,44  185  NA  NM  Leisure  D 

42/24  121  8  3,59  30  57  54  51  74.9  12  2.83  4.66  4.63  10.6  Banks  A 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIl 

YEAR 
4G0 
BANK 

12 

MONTHS 
1991 
SMIL 

CHANGE 
FROM 
1990 

% 

12 

MONTHS 
1991 
SMIL 

CHANGE 
FROM 
1990 

12 

MONTHS 
1991 

12 

MONTHS 
1990 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

% 

12 

MONTHS 
1991 
SMll 

CHAN 
FRO 
199 

% 

376 

DIAL 

1990 

489 

3569 

1 

122.4 

5 

3.4 

3.3 

8.3 

11.1 

5401 

E 

377 

FIRST  CHICAGO 

1970 

392 

4830 

-15 

116.3 

-53 

2.4 

4.4 

NA 

3  3 

48963 

378 

MAYTAG 

1967 

410 

2971 

-3 

79.0 

-20 

2.7 

3.2 

7.1 

7.8 

2535 

-: 

"< 

379 

BEAR  STEARNS 

1965 

433 

2527y 

6 

232  5 

126 

9.2 

4.3 

44.3 

23.1 

54670 

5( 

380 

MBIA 

1963 

420 

269 

20 

144.7 

14 

53.8 

56.6 

12.6 

13.6 

2278 

i: 

f 

381 

STONE  CONTAINER 

1962 

596 

5384 

-6 

-49  1 

NM 

NM 

1.7 

NM 

-3,5 

6903 

ii 

382 

WILLAMETTE  INDUSTRIES 

1962 

459 

2005 

5 

45.8 

-65 

2.3 

6.8 

4.9 

4.6 

2219 

i; 

,r 

383 

NUCOR 

1959 

373 

1465 

-1 

64.7 

-14 

4.4 

5,1 

7  8 

94 

1132 

384 

SUPER  VALU  STORES 

1952 

326 

10744 

3 

207.3 

37 

1.9 

1.5 

15.1 

18.9 

2581 

It 

385 

CONTEL  CELLULAR 

1949 

291 

235 

41 

-118.9 

NM 

NM 

NM 

NM 

NM 

1814 

i; 

11 

386 

AMDAHL 

1929 

368 

1702 

-21 

4.4 

-98 

0.3 

8.5 

NA 

0.3 

2336 

( 

1! 

387 

NEW  ENGLAND  ELECTRIC  SYSTEM 

1925 

380 

2094 

10 

190,4 

-30 

9.1 

14.3 

8,6 

12,6 

4450 

!C 

388 

CINCINNATI  FINANCIAL 

1909 

383 

1 138a 

1 1 

147.7 

18 

13.0 

12.2 

11.5 

11,0 

3436 

3; 

It  1 

389 

LITTON  INDUSTRIES 

1902 

364 

5463 

6 

68  4 

-60 

13 

3.3 

5,9 

5.6 

5090 

« 

390 

FRANKLIN  RESOURCES 

1900 

441 

334y 

15 

104.0 

15 

31.1 

31.1 

28.3 

26.9 

627 

2i 

(f 

391 

PACCAR 

1885 

440 

2339 

-16 

39.7 

-38 

1.7 

2.3 

NA 

3.8 

2738 

-( 

!) 

392 

SOUTHERN  NEW  ENGLAND  TELECOMMS. 

1879 

293 

1633y 

1 

125  9 

-5 

7.7 

8.2 

8.6 

10.8 

3539 

; 

JC 

393 

MBNA 

1863 

NR 

1  134 

31 

149.2 

16 

13.2 

14.9 

NA 

260 

6009 

31 

IE 

394 

E.W.  SCRIPPS 

1854 

406 

1300 

0 

64.6 

35 

5.0 

3.7 

9.1 

9.8 

1700 

1; 

U 

395 

ASHLAND  OIL 

1849 

341 

9201 

-1 

185.2 

24 

2.0 

1.6 

9.8 

12.7 

5356 

7 

J! 

396 

PENNZOIl 

1846 

228 

2685y 

-2 

-42.0 

NM 

NM 

2.9 

NA 

-3.4 

5231 

-5 

« 

397 

SOCIETY 

1841 

466 

1609 

-6 

163  0 

5 

10  1 

9.1 

19  9 

14  9 

15405 

2 

ii 

398 

JEFFERSON-PILOT 

1838 

425 

1 173 

1 

175.7 

1 1 

15.0 

13.6 

11.2 

11.2 

4925 

11 

ji 

399 

RITE  AID 

1832 

357 

3670 

9 

118.3 

15 

3.2 

3.1 

10.0 

12.9 

1752 

; 

;■ 

400 

LYONDEIL  PETROCHEMICAL 

1830 

350 

5729 

-12 

222.0 

-38 

3.9 

5.5 

32.3 

182.0 

1479 

t 

!! 

401 

COMERICA 

1815 

581 

1401 

2 

153  4 

12 

10  9 

9  9 

15  4 

14.8 

14451 

; 

if 

402 

STRYKER 

1807 

573 

365 

30 

33.1 

40 

9.1 

8.4 

19.4 

19.6 

242 

2i 

It 

403 

AMAX 

1804 

288 

3772 

0 

30.2 

-87 

0.8 

60 

3.6 

1.3 

5542 

1: 

!' 

404 

NEW  YORK  STATE  ELECTRIC  8  GAS 

1799 

390 

1556 

4 

168.6 

7 

10.8 

10.6 

7.9 

10.6 

4925 

i 

!; 

405 

MAPCO 

1789 

414 

2783x 

-1 

125.9 

-3 

4.5 

4.6 

15.6 

32.7 

1729 

15 

n 

406 

NORTHERN  TRUST 

1768 

483 

1260 

-5 

127.4 

10 

10.1 

8.7 

NA 

18.1 

13193 

1/ 

j] 

407 

UNITRIN 

1768 

NR 

1255 

3 

137  2 

4 

109 

10  8 

73 

7.3 

4272 

J 

408 

COCA-COLA  ENTERPRISES 

1767 

325 

4051 

0 

-82.4 

NM 

NM 

2.3 

NM 

-6.5 

6677 

3; 

li 

409 

CMS  ENERGY 

1766 

260 

2941 

-1 

-250.0 

NM 

NM 

NM 

NA 

-21.8 

7154 

-\( 

!: 

4t0 

BORLAND  INTERNATIONAL 

1757 

673 

437 

23 

-75.1 

NM 

NM 

1.7 

NM 

-31.3 

386 

t 

70 

411 

FlIGHTSAFETY  INTERNATIONAL 

1753 

377 

268 

-2 

72.4 

-4 

27,1 

27.7 

15.0 

15.3 

691 

11 

i' 

412 

MOLEX 

1743 

426 

740 

14 

63.3 

-4 

8.6 

10.1 

10.0 

10.2 

773 

M 

!; 

li:: 

KERR-MCGEE 

1742 

295 

3274 

-1 1 

101.6 

-10 

3,1 

3,1 

NA 

6.8 

3421 

J( 

414 

RYDER  SYSTEM 

1741 

423 

5061 

-2 

65.7 

-20 

1.3 

1.6 

5.8 

4.1 

5080 

-t 

415 

CONSOLIDATED  PAPERS 

1727 

363 

872 

-8 

91.4 

-36 

10.5 

15.0 

8.3 

9.5 

141 1 

16 

« 

416 

PREMIER  INDUSTRIAL 

1723 

360 

632 

-1 

73.1 

-5 

11.6 

12.0 

22.3 

22.7 

375 

1: 

417 

IlLINCIS  POWER 

1715 

430 

1475 

0 

109  2 

NM 

7  4 

NM 

NM 

5.3 

5272 

-1 

!: 

418 

SONOCO  PRODUCTS 

1708 

381 

1697 

2 

94.8 

88 

5.6 

3,0 

14.1 

16.9 

1 136 

it 

419 

TYCO  LABORATORIES 

1706 

275 

3077 

20 

98  3 

-14 

3  2 

4,4 

8.9 

9  9 

2467 

C 

1: 

420 

CHIOUITA  BRANDS  INTERNATIONAL 

1692 

372 

4627 

8 

128.5 

37 

2.8 

2.2 

9.4 

12.7 

2892 

57 

1; 
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UATION 

T  12M0NTH 
E  HIGH/ 

low 

S 

AS  %  Of 
BOOK 
VAIUE 

P-E 
(ATIO 

DIVIDENDS 

VIEID 

% 

PAYOUT 

% 

TOIAl 
RETURN 

% 

SHARES 

TUTIONS 
HOIOING 

% 

SHRS 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

EARNINGS  PER  SHARE 

ANALYSTS' ESTIMATES 
1990            1991              1992  VARI- 
ACTUAl         ACTUAL             EST  ATION 
S                S                  $  % 

INDUSTRY  uROUP 

50/29 

183 

16 

2.79 

46 

67 

57 

40 

68.2 

12 

2.90 

3.04 

4.05 

7.7 

Conglomerates 

33/20 

82 

25 

6.99 

174 

44 

67 

69 

89.9 

12 

3.35 

1.15 

2.75 

13.8 

Banks  B 

19/12 

195 

25 

2.70 

67 

41 

38 

106 

68.7 

12 

0.94 

0.75 

1.10 

9.1 

Consumer  B 

21/12 

199 

15 

3.12 

46 

70 

51 

102 

89.1 

06 

1 .00 

1 .30 

2.36 

9,7 

Nonbank  fin.  A 

52/30 

185 

13 

1.39 

18 

56 

56 

40 

59.8 

12 

3.33 

3.74 

4.16 

1 .2 

Nonbankfin.  B 

33/13 

139 

NM 

2.55 

DEF 

90 

46 

69 

144.0 

12 

1 .59 

-0.79 

0.77 

88.3 

Containers  B 

80/46 

197 

43 

2.18 

93 

53 

76 

25 

82.2 

12 

5.10 

1 .80 

3.88 

13.1 

Paper  A 

101/71 

283 

30 

0.57 

17 

36 

70 

22 

52.0 

12 

3.50 

3  00 

3.66 

7.4 

Metals  B 

30/24 

178 

13 

2.77 

35 

4 

67 

75 

51.3 

02 

2.06 

2.08cl 

2.34 

2.6 

Food  A 

25/17 

NEG 

NM 

0.00 

0 

0 

9 

100 

7.7 

12 

-1.03 

-1.19 

-1.16 

6.9 

Telecomms.  A 

21/12 

139 

NM 

0.57 

250 

36 

47 

no 

67.9 

12 

1.66 

0.04 

1.23 

22.0 

Office  equipment  B 

33/26 

134 

1 1 

7.02 

75 

23 

34 

65 

48.6 

12 

4.1 1 

2.77 

2,75 

4.4 

Utilities  A 

123/91 

144 

13 

2.36 

31 

26 

32 

17 

19.6 

12 

7.83 

8.81 

9.15 

2.8 

Nonbankfin.  B 

99/76 

157 

33 

0.00 

0 

13 

73 

20 

67.3 

07 

7.26 

2.89 

8.15 

3.8 

Electrical  B 

59/33 

491 

19 

1.07 

21 

49 

28 

39 

27.6 

09 

2.28 

2.51 

3.12 

2.2 

Nonbankfin.  A 

61/38 

133 

48 

1.79 

85 

53 

41 

34 

64.6 

12 

1.83 

1.17 

2.77 

13.4 

Automotive  A 

36/29 

161 

15 

5.87 

85 

4 

32 

63 

21.2 

12 

2.17 

2.06 

2.53 

2.8 

Telecomms.  B 

44/25 

325 

13 

4.25 

53 

39 

69 

50 

1 16.1 

12 

NA 

3.00 

3.51 

1.7 

Banks  A 

27/19 

282 

29 

1.61 

46 

18 

14 

75 

4.2 

12 

0.63 

0.87 

1.11 

6.3 

Publishing/TV  B 

35/26 

127 

12 

3.24 

39 

-4 

48 

60 

50.2 

09 

3.27 

2.56 

3.15 

7.6 

Fuel  B 

77/45 

149 

NM 

6.58 

DEF 

-30 

61 

40 

46.5 

12 

2.37 

-1.05 

1.67 

34.1 

Fuel  B 

60/37 

168 

11 

3.52 

40 

59 

45 

33 

112.8 

12 

4,63 

4.90 

5.22 

4.0 

Bonks  B 

59/40 

118 

10 

3.13 

33 

36 

50 

34 

43.7 

12 

4.41 

5.14 

4.60 

4.1 

Nonbank  fin.  B 

24/17 

200 

14 

2.63 

38 

4 

69 

88 

73.6 

02 

1.30 

1.45d 

1.64 

3.0 

Health  care  A 

26/20 

1500 

8 

7.87 

65 

23 

36 

80 

37.7 

12 

4.45 

2.78 

1.90 

24.7 

Chemicals 

61/34 

179 

12 

3.23 

38 

71 

54 

31 

61.9 

12 

4.95b 

5  01 

5.56 

3.1 

Banks  B 

52/18 

1069 

54 

0.13 

7 

117 

71 

48 

97.5 

12 

0.50 

0.70 

0.90 

6.7 

Health  care  D 

28/16 

81 

61 

3.86 

235 

-17 

67 

87 

77.5 

12 

2.58 

0.34 

039 

148  7 

Metals  A 

30/24 

128 

11 

8.00 

90 

15 

33 

68 

37.3 

12 

2.48 

2.36 

2.53 

2.8 

Utilities  A 

64/45 

465 

14 

1.67 

24 

39 

79 

30 

65.4 

12 

4.13 

4.20 

5.24 

3.2 

Fuel  B 

53/33 

264 

15 

1.87 

28 

60 

65 

35 

58.7 

12 

3  09 

3  43 

3  82 

1  8 

Banks  B 

42/31 

93 

13 

2.93 

39 

-8 

34 

52 

45.0 

12 

2.40 

2.58 

2.65 

6.8 

Nonbank  fin.  B 

I  20/12 

126 

NM 

0.36 

DEF 

-16 

41 

129 

32.0 

12 

0.65 

-0.79 

0.23 

69.6 

Consumer  C 

33/1 7 

1 47 

NM 

2  17 

PiFP 

ucr 

J/ 

74 

Qn 
o\j 

OO.-J 

1  0 
1  z 

-6.07 

-3.26 

1.99 

15,1 

UTIIIfieS  A 

)  87/40 

732 

74 

0.00 

0 

53 

67 

25 

594.0 

03 

1.81 

0.95d 

3.14 

13.1 

office  equipment  C 

57/39 

371 

24 

0.55 

13 

5 

49 

34 

40.2 

12 

2.22 

2.11 

2.39 

5.0 

Transportation  C 

>  40/26 

281 

27 

0.06 

2 

37 

20 

50 

37.3 

06 

1.24 

1.30 

1.38 

5.1 

Electrical  D 

>  47/35 

116 

17 

4.21 

72 

-18 

68 

48 

57.1 

12 

2.26 

2  10 

2.30 

15.2 

Fuel  B 

I  25/16 

131 

32 

2.54 

80 

34 

74 

74 

66.7 

12 

0.96 

0.75 

1.33 

9.0 

Transportation  C 

)  45/32 

180 

19 

3.24 

61 

2 

24 

44 

24.7 

12 

3.27 

2.10 

1.91 

25.7 

Paper  B 

)  33/25 

534 

22 

1.61 

36 

6 

21 

58 

10.2 

05 

1 .30 

1.35d 

1.55 

7.7 

Services  B 

!  25/18 

116 

22 

0.89 

19 

29 

59 

77 

47  4 

12 

-1.53 

1,04 

1.94 

12,9 

Utilities  A 

)  41/29 

304 

18 

2.33 

42 

10 

29 

43 

37.9 

12 

1.16 

2.20 

2.46 

9.4 

Contrjr.ers  B 

i  52/28 

171 

14 

0.99 

14 

-17 

67 

47 

76.7 

06 

2  51 

2.57 

2.15 

2.8 

Map'i^acturing  C 

}  51/32 

167 

13 

1.80 

24 

-3 

83 

51 

97.1 

12 

2.23 

2.55 

2.84 

1.4 

Food  B 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIl 

YEAR 
AGO 
RANK 

12 

MONTHS 
SMIL 

CHANGE 
FROM 

% 

12 

MONTHS 
SMll 

CHANGE 
FROM 
1990 

12 

MONTHS 

% 

12 

MONTHS 
1990 

ON 
INVESTED 
CAPITAl 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1991 
SMIL 

CHANC 
FROM 
1990 

421 

SAFEWAY 

1685 

407 

15119 

2 

79.0 

-9 

0.5 

0.6 

NA 

30.0 

5181 

9 

422 

DPI 

1682 

434 

1006 

5 

129.0 

-21 

12,8 

17  1 

9,1 

11,1 

2973 

2 

423 

JAMES  RIVER  CORP.  OF  VIRGINIA 

1681 

296 

4562 

-16 

78.3 

0 

1,7 

1,4 

4,0 

2,4 

5627 

-2 

424 

HUBBELL 

1680 

405 

756 

5 

90.6 

5 

12,0 

12,0 

17,7 

17,9 

670 

10 

425 

ENGELHARD 

1675 

518 

2436y 

-17 

87.9 

25 

3.6 

2.4 

12,0 

11.6 

1256 

-5 

42(> 

LOCTITE 

1669 

464 

561 

1 

71  9 

7 

12,8 

12,1 

19,7 

19  9 

529 

8 

427 

FMC 

1667 

461 

3899 

5 

173.1 

1 1 

4,4 

4,2 

18,5 

69  4 

2816 

-5 

42K 

BANDAG 

1664 

429 

583 

-1 

79.6 

1 

13  7 

13  4 

NA 

29,4 

442 

13 

1! 

429 

AVERY  DENNISON 

1664 

401 

2545 

-2 

63.0 

968 

2.5 

0,2 

7,4 

76 

1740 

-8 

:  I 

430 

ALCO  STANDARD 

1663 

454 

4807y 

3 

91.7 

18 

1.9 

17 

NA 

10,9 

1948 

-5 

■  I 

i:n 

ORYX  ENERGY 

1643 

214 

1601y 

-25 

19.0 

-92 

1.2 

10,6 

7.4 

1.0 

4329 

-19 

4.i2 

ALIERGAN 

1640 

41  1 

839 

6 

-61.4 

NM 

NM 

9  8 

NM 

-13.8 

834 

-12 

433 

SNAP-ON  TOOLS 

1636 

460 

882y 

-5 

73.2 

-27 

8,3 

10,8 

11,1 

1 1.2 

915 

1 

434 

BENEFICIAL 

1631 

469 

1810 

3 

148.8 

U 

8,2 

7,4 

8,7 

12,9 

9972 

8 

435 

MARRIOTT 

1630 

370 

8331 

9 

82,0 

74 

1.0 

0,6 

6,5 

18.0 

6807 

2 

43(i 

FIRSTAR 

1628 

674 

1254 

1 

134  3 

14 

10,7 

95 

16,3 

14.2 

12309 

2 

437 

GENERAL  CINEMA 

1625 

379 

3584y 

-2 

-257.2 

NM 

NM 

2,0 

-11,0 

-56,9 

6208 

102 

438 

BOATMEN'S  BANCSHARES 

1624 

455 

1588 

5 

150  1 

1  1 

9  5 

8,9 

14,0 

I  1,2 

17635 

1 

439 

BETZ  LABORATORIES 

1623 

416 

666 

12 

75.5 

15 

11,3 

11,0 

21,2 

27,6 

476 

11 

440 

SCANA 

1616 

413 

1148 

0 

142.6 

-24 

12,4 

16.4 

NA 

13  6 

3306 

5 

441 

SOUTHWEST  AIRLINES 

1615 

512 

1314 

11 

26.9 

-43 

2,1 

4,0 

4,7 

4,3 

1837 

25 

442 

KEMPER 

1599 

399 

3130 

7 

204,6 

1622 

6,5 

0,4 

13  6 

1 1,5 

14020 

3 

443 

CABLETRON  SYSTEMS 

1599 

531 

263 

68 

52  4 

69 

19,9 

19,8 

285 

28,5 

208 

86 

444 

INTERNATIONAL  GAME  TECHNOLOGY 

1597 

938 

250 

16 

35,2 

65 

14  1 

9  9 

16  6 

26,4 

366 

69 

445 

PARKER  HANNIFIN 

1592 

453 

2354 

-7 

45.8 

-57 

1,9 

4.2 

5,5 

4,8 

1866 

-6 

44ti 

CARTER-WALLACE 

1587 

566 

666 

9 

45,6 

-14 

6.8 

8.7 

11.3 

11.2 

572 

5 

1  13 

447 

PANHANDLE  EASTERN 

1582 

448 

2454 

-18 

85.1 

NM 

3.5 

NM 

7.0 

6.5 

6177 

-4 

i  1 

14« 

BMC  SOFTWARE 

1576 

552 

176 

50 

43,2 

87 

24,5 

19  7 

33  6 

32  7 

207 

62 

449 

BHC  COMMUNICATIONS 

1573 

398 

263 

-6 

108,1 

-78 

41.2 

173.0 

6,6 

6.3 

2012 

7 

'  > 

450 

SUNDSTRAND 

1570 

504 

1669 

4 

108,8 

-6 

6,5 

7.2 

14,0 

16.7 

1720 

9 

451 

FIRST  FINANCIAL  MANAGEMENT 

1563 

592 

1507y 

18 

89.0 

22 

5,9 

5.7 

16,1 

9.0 

5497 

0 

i 

452 

OKLAHOMA  GAS  &  ELECTRIC 

1551 

394 

1315 

7 

133,9 

-4 

102 

113 

10,1 

14,5 

2566 

2 

453 

WHITMAN 

1549 

272 

2393 

4 

80.4 

NM 

3,4 

NM 

10,9 

17,8 

2123 

-37 

454 

HOMESTAKE  MINING 

1542 

376 

41  ly 

-20 

-99.9 

NM 

NM 

NM 

NM 

-14  9 

927 

-14 

455 

JOHNSON  CONTROLS 

1539 

51  1 

4626 

1 

99.0 

12 

2.1 

1.9 

8.3 

10.2 

2832 

1 

45li 

CHARMING  SHOPPES 

1536 

659 

1021 

15 

58  3 

45 

5,7 

4,6 

16,5 

17,3 

663 

27 

457 

MURPHY  OIL 

1534 

451 

1690y 

-15 

-9.6 

NM 

NM 

5  7 

-1,8 

-0,8 

2175 

2 

15X 

NIPSCO  INDUSTRIES 

1533 

452 

1535 

1 

145,1 

5 

9,5 

9,1 

9  6 

12  9 

3648 

1 

■  1 

459 

BLACK  &  DECKER 

1531 

587 

4637 

-4 

53.0 

4 

1,1 

1,1 

6,0 

6,2 

5533 

-6 

■  V 

460 

PREMARK  INTERNATIONAL 

1523 

690 

2816 

3 

102.3 

97 

3,6 

19 

1  1,7 

13,2 

1986 

-5 

;  it 

461 

UNISYS 

1516 

549 

8696 

-14 

-1393.3 

NM 

NM 

NM 

NM 

NM 

8432 

-18 

1 

4K2 

CIRCUIT  CITY  STORES 

1516 

629 

2628 

13 

60.9 

-8 

2  3 

2  8 

13  8 

15  2 

1204 

18 

463 

OWENS-CORNING  FIBERGLAS 

1515 

546 

2783 

-9 

-515.0 

NM 

NM 

2,4 

NM 

NM 

2106 

17 

4()4 

WILLIAMS 

1509 

456 

2105 

16 

110  0 

43 

5  2 

4,2 

NA 

9,5 

4123 

2 

465 

UNION  TEXAS  PETROLEUM  HOLDINGS 

1509 

419 

loeoy 

-19 

279.5 

141 

25.9 

8,7 

NA 

37.7 

2247 

7 

1  ; 
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ATION  DIVIDENDS  SHARES  i  EARNINGS  PER  SHARE  INDUSTRV  GROUP 

12-MONIH  PRICE  INSII.  '■  ANALYSTS'  ESTIMATiS 

HIGH/  AS%OF  lOTAl  lUTIONS  SHIiS  TURN  1990  1991              1992  VARI- 

lOW  800K  P-E  YIEIO  PAYOUT  RETURN  HOLDING  OUT  OVER  ACTUAL  ACTUAL             EST  ATION 

S  VALUE  RATIO                 %  %  %  X  MIL  %  FY  $                S                  $  % 

22/15  640  25  0.00  0  23  17  98  53.9  12  0.91  0.69  1.41  2.1  Food  C 

26/20  156  14  6.65  94  29  35  69  40.9  12  2.23  1.73  2  05  5  9  Utilities  A 

28/17  76  31  2.91  91  -18  79  82  68.3  12  0.66  0.66  0.96  44.8  Paper  B 

60/45  332  19  2.75  52  28  50  31  14.2  12  2.74  2.87  3.15  1.3  Electrical  A 

37/23  221  19  2.15  41  57  53  45  47.1  12  1.57  1.96  2.19  2.3  Chemicals 

51/30  462  23  1.48  34  44  43  36  34.3  12  1.70  1.98  2.21  3.6  Chemicals 

53/35  668  10  0.00  0  30  60  35  45.8  12  4.30  4.77  4.72  4.5  Manufacturing  C 

135/87  614  21  100  21  32  52  14  26  4  12  5.50  5  72  6.25  2.6  Automotive  C 

28/20  202  27  2.95  78  19  59  61  45.8  12  0.10  102  1.41  6.4  Manufacturing  A 

40/29  198  19  2.47  47  21  56  45  45.3  09  2.19  1.95  2.37  3.0  Conglomerates 

40/21  277  NM  5.82  1500  -42  44  80  57.4  12  2.26  0.08  0.18  377.8  Fuel  B 

27/18  369  NM  1.48  DEF  26  86  67  57  0  12  1.21  -0.92  1.53  2.6  Healthcare  B 

39/28  251  22  2.79  62  19  67  42  47.5  12  2.45  1.75  2.32  4  3  Manufacturing  B 

67/52  146  11  4  13  45  24  73  26  60.1  12  5.61  5.80  6  53  3  1  Nonbankfin.  A 

23/14  358  21  1.64  35  13  38  95  81.6  12  0.46  0.80  0.99  18.2  Leisure  C 

54/29  178  12  2.70  34  78  40  31  32.9  12  4.10  4.27  4  77  15  Banks  B 

25/17  347  NM  2.40  DEF  -11  48  75  43.4  10  1.51  -3.88  0.90  5.6  Conglomerates 

49/35  121  11  5.05  53  31  46  38  70.0  12  3.90  4  07  4  37  1.6  Banks  B 

66/47  634  23  2.18  50  29  71  28  94.2  12  212  2.47  2.72  2.9  Chemicals 

44/35  162  12  6.61  78  18  40  41  32.0  12  4.44  3.37  3.43  2.0  Utilities  A 

41/22  260  61  0.26  16  48  67  42  111.9  12  1.10  0.63  1.81  21.0  Transportation  A 

46/29  90  8  2.78  22  12  48  48  58.5  12  0.25  4.25  4.40  8  0  Nonbankfin.  B 

66/30  869  28  0.00  0  65  40  28  104.6  02  1.35  2.07d  2.59  5.8  Office  equipment  C 

60/12  1195  54  0.00  0  381  60  28  202.8  09  0.69  1.04  1.46  6.9  Manufacturing  A 

35/24  165  27  2.79  75  35  75  48  51.7  06  2.26  1.23  1.47  8.2  Manufacturing  A 

138/59  391  29  0.96  28  87  36  15  61.1  03  3  37  3.57d  4  21  3  1  Healthcare  B 

17/10  121  17  5.47  93  7  59  108  67.8  12  -2.63  0.86  1.02  10.8  Utilities  B 

79/33  1225  34  0.00  0  65  66  25  200.3  03  1.02  1.83d  2.36  4  7  Office  equipment  C 

59/51  98  15  0.00  0  8  26  28  11.7  12  16.56  3.89  3.65  NM  Publishing/TV  A 

47/28  241  14  2.54  36  46  77  36  55.6  12  3.15  3.02  3.38  4.4  Aerospace 

50/29  157  15  0.24  3  54  68  37  105.0  12  2.68  2.88  3.34  7.2  Nonbankfin.  A 

44/37  170  12  6.91  81  7  36  40  32.3  12  3.38  3.27  3.28  5  5  Utilities  A 

27/11  344  19  1.66  32  -33  69  107  61.2  12  -0.68  0.76  0.94  6  4  Conglomerates 

18/14  231  NM  1.29  DEF  -3  35  99  85.2  12  -0  19  -1.01  0  03  700  0  Metals  C 

40/27  173  18  3.29  61  41  59  40  48.8  09  2.05b  2.11  2.61  6  1  Electrical  C 

31/13  457  28  0.39  11  111  65  50  237.5  01  0.79  1.10  1.29  4  7  Retailing 

40/32  130  NM  3.52  DEF  -10  57  45  38.0  12  3  00  -0.24  1.92  16.1  Fuel  B 

27/19  152  12  5.39  64  23  56  67  79.3  12  181  194  2  08  2.9  Utilities  A 

27/12  180  31  1.62  49  106  58  62  150.9  12  0.84  0.81  1.31  11.5  Manufacturing  B 

50/21  196  15  1.71  26  145  63  31  88.7  12  1.64  3  25  3.79  5.0  Conglomerates 

12/3  475  NM  0.00  0  120  19  162  179.6  12  -3.45  -9.37  0.35  137.1  Office  equipment  B 

33/15  377  22  0  31  7  101  72  47  145.9  02  1.22  1 .45d  1.80  4.4  Consumer  B 

39/17  NEG  NM  0.00  0  48  80  41  172.5  12  1.78    -12.17  2.61  31.4  Housing  A 

41/30  146  15  3.86  60  28  71  42  74.0  12  1.58  2.35  2.55  6.7  Utilities  B 

21/16  238  8  1.13  9  -4  14  86  21.6  12  0.81  2.35  1.24  11.3  Fuel  B 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

$MIL 

YEAR 
AGO 
HANK 

12 

MONTHS 
I9?l 
SMIL 

CHANGE 
FIOM 
1990 

12 

MONTHS 
1991 
SMIL 

CHANGE 
FROM 
1990 

12 

MONTHS 
1991 

12 

MONTHS 
1990 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1991 
SMIL 

CHAS 
FRO 
199 

% 

466 

HEALTHTRUST 

t507 

NR 

2104 

12 

24.1 

NM 

1.1 

NM 

5.3 

-52.2 

2527 

467 

MEDICAL 

1504 

670 

166y 

87 

39  1 

96 

23.6 

22.4 

22.4 

22.2 

223 

4( 

r 

468 

POLICY  MANAGEMENT  SYSTEMS 

1503 

567 

415 

20 

47.6 

28 

11.5 

10.7 

NA 

9.9 

565 

1< 

1 

469 

A.  SCHULMAN 

1502 

647 

708 

-3 

42.0 

10 

5.9 

5.2 

16.2 

16.7 

384 

470 

PINNACLE  WEST  CAPITAL 

tSOl 

550 

1475 

-7 

-306.9 

NM 

NM 

6.4 

NM 

-25.7 

6483 

-i 

471 

RUSSELL 

1496 

529 

805 

13 

56.8 

-16 

7.1 

9.5 

10.3 

11.8 

818 

f 

472 

SHAW  INDUSTRIES 

1495 

704 

1619 

-2 

36.0 

-40 

2.2 

3.6 

9.3 

10.0 

817 

47.'! 

DOE 

1492 

449 

1 199 

6 

144.4 

6 

12.0 

12  0 

NA 

12.0 

3909 

474 

KROGER 

1490 

349 

21351 

5 

100.7 

21 

0.5 

0.4 

25.3 

NM 

4114 

c 

■ 

475 

DANA 

1490 

477 

4591 

-12 

13  5 

-82 

0.3 

1.4 

NM 

1.4 

4179 

-; 

476 

OFFICE  DEPOT 

1482 

919 

1301 

44 

14.4 

25 

1.1 

1.3 

7.6 

7.3 

559 

5; 

477 

DREYFUS 

1480 

431 

282y 

8 

679 

9 

24.1 

23.8 

9.8 

9.4 

838 

478 

PUBLIC  SERVICE  CO.  OF  COLORADO 

1478 

472 

1795 

4 

149.7 

2 

8.3 

8.4 

10.7 

13.3 

3473 

479 

AMERICAN  GREETINGS 

1474 

495 

1513 

10 

92.7 

17 

6  1 

5.8 

103 

11.1 

1474 

1; 

1 

480 

CONTINENTAL  CORP. 

1467 

402 

5466a 

-6 

125.6 

-21 

2.3 

2.8 

5.6 

2.5 

14108 

481 

TELEDYNE 

1462 

468 

3207 

-7 

-25.4 

NM 

NM 

2  0 

NM 

-5.6 

1719 

482 

STRIDE  RITE 

1461 

557 

574 

11 

66.0 

19 

11.5 

10.8 

27.1 

27.4 

332 

2; 

483 

GIANT  FOOD 

1459 

365 

3397 

1 

102  2 

-13 

3.0 

3.5 

13.7 

16  9 

1252 

u 

484 

VULCAN  MATERIALS 

1448 

437 

1007 

-9 

52.6 

-56 

5.2 

10.9 

7.6 

7.7 

1073 

-i 

485 

LOWE'S 

1447 

503 

3056 

8 

6.5 

-91 

0.2 

2.5 

NM 

1.0 

1441 

2( 

486 

MANUFACTURERS  NATIONAL 

1439 

612 

1160 

0 

120.2 

11 

10.4 

9.3 

23.7 

14.8 

13544 

1: 

1 

487 

ADVANCED  MICRO  DEVICES 

1439 

645 

1227 

16 

145.3 

NM 

11.8 

NM 

NM 

17.2 

1292 

1< 

488 

SAFETY-KLEEN 

1437 

311 

695 

18 

51.6 

-7 

7.4 

9.4 

8.8 

11.5 

860 

3 

4K9 

MERCANTILE  STORES 

1437 

435 

2442y 

3 

1 14.0 

-8 

4.7 

5.2 

8.9 

9,4 

1735 

490 

cue  INTERNATIONAL 

1435 

720 

521a 

22 

27.7 

95 

5.3 

3.3 

32.0 

1 10.8 

276 

2( 

491 

GEO.  A.  HORMEL 

1427 

417 

2764 

0 

83.0 

0 

3.0 

3.0 

140 

14.2 

857 

1 

492 

JOSTENS 

1425 

412 

872 

6 

65.1 

5 

7.5 

7.6 

19.4 

21.2 

525 

493 

EG8G 

1423 

502 

2689 

9 

81  2 

10 

3,0 

3  0 

22.4 

209 

698 

494 

AES 

1420 

NR 

334 

75 

42.6 

175 

12  8 

8.2 

NA 

33.3 

1440 

21 

495 

POLAROID 

1419 

446 

2071 

5 

683.7 

353 

33.0 

7.7 

48.0 

81.2 

1889 

1 

496 

C.R.  BARD 

1412 

485 

876 

12 

57.2 

42 

6.5 

5.1 

15.6 

16.4 

658 

n 

497 

BANCORP  HAWAII 

1411 

561 

1023 

7 

1127 

18 

1  1,0 

10.0 

20.2 

16  1 

11409 

498 

USX-U.S.  STEEL  CROUP 

1403 

NR 

4864 

-20 

-507.0 

NM 

NM 

5.1 

NA 

-30.5 

5607 

499 

BANK  OF  BOSTON 

1401 

781 

4547 

-20 

-34.4 

NM 

NM 

NM 

NA 

-3.4 

32700 

500 

METRO  MOBILE  CTS 

1392 

585 

244 

1 

-101.7 

NM 

NM 

NM 

NM 

NM 

424 

501 

LOTUS  DEVELOPMENT 

1388 

510 

829 

20 

43.1 

85 

5  2 

3  4 

NA 

1 1.7 

726 

11 

502 

EQUIFAX 

1386 

395 

1094 

1 

54.1 

-15 

4.9 

5  9 

12  7 

13.7 

709 

503 

ENRON  OIL  S  GAS 

1385 

385 

388 

4 

54.9 

21 

14.2 

12  2 

NM 

8,7 

1456 

504 

RAYCUM 

1374 

526 

1273 

6 

-24.1 

NM 

NM 

NM 

NM 

-3.4 

1330 

505 

AMERI  RUST 

1368 

835 

1 119 

-13 

-86.5 

NM 

NM 

NM 

NM 

-15.5 

10181 

506 

TANDEM  COMPUTERS 

1365 

386 

1933 

3 

-66.5 

NM 

NM 

5.2 

NM 

-5.7 

1962 

507 

SERVICE  CuRD.  INTERNATIONAL 

1361 

501 

643 

14 

73  4 

15 

114 

1 1.3 

8  3 

12.7 

2123 

21 

508 

MEDICAL  CAftt  INTERNATIONAL 

1354 

547 

282 

17 

38.3 

28 

13.6 

12.4 

18.0 

15.9 

523 

51 

509 

WORTHINGTON  l!<!DUSTRIES 

1354 

572 

891 

-4 

46.3 

-18 

5  2 

6,1 

11.5 

12.5 

591 

S10 

PACIFIC  ENTERPRISES 

1351 

221 

6599 

-5 

-80.0 

NM 

NM 

NM 

1.9 

-6.2 

6701 

AIPHA6ETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAGE  21 
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lATION  DIVIDENDS  SHARES  :  EARNINGS  PER  SHARE  INDUSTRY  GROUP 


12-MONTH 
HIGH/ 

tow 

S 

PRICE 
AS  %  Of 
BOOK 
VALUE 

P-E 
PATIO 

YIELD 

% 

PAVOUI 

% 

lOTAl 
PETLIIN 

1. 

INSTI 
lUTIONS 
HOLDING 

% 

SHPS 
OUT 
MIL 

TUPN- 
OVER 

% 

FY 

1990 
ACTUAL 
$ 

IWl 
ACTUAL 

s 

ANALYSTS'  ESTIMATES 
1992  VAPI- 
EST  AIION 

s  •/. 

24/1 4 

1445 

NM 

0.00 

0 

NA 

41 

81 

NA 

08 

-2.03 

-1.15 

1.35 

NM 

rlealrh  care  C 

68/21 

834 

43 

0.00 

0 

109 

49 

34 

237.5 

09 

0.57 

1  02 

1  46 

4.8 

Health  care  \. 

73/43 

314 

31 

0.00 

0 

39 

75 

23 

44.3 

12 

1.80b 

2.14 

2.55 

2.4 

Nonbank  fin.  A 

35/22 

600 

24 

0.83 

20 

35 

39 

44 

47.0 

08 

1 .20 

1 .43 

1 .44 

2.1 

Chemicals 

18/10 

113 

NM 

0.00 

0 

53 

48 

87 

54.2 

12 

0.81 

-3.91 

1.57 

14.7 

Utilities  A 

40/22 

313 

27 

0.87 

23 

48 

47 

41 

40.1 

12 

1 .65 

1 .38 

2.05 

6.3 

Consumer  A 

25/1 1 

417 

42 

1.24 

52 

108 

60 

62 

1 13.8 

06 

1 .06 

0.58 

1.95 

8.7 

Manufacturing  D 

31/24 

134 

1 1 

5.43 

61 

23 

24 

53 

40.4 

12 

2.24 

2.50 

2.60 

1  9 

Utilities  A 

25/15 

NEG 

15 

0.00 

0 

-9 

41 

88 

73.4 

12 

0.96 

1.12 

1.57 

4.5 

Food  C 

37/25 

151 

NM 

4.41 

485 

28 

64 

41 

39.7 

12 

1.85 

0.33 

1.27 

22.8 

Automotive  B 

57/22 

750 

96 

0.00 

0 

133 

57 

29 

225.3 

12 

0.60 

0.54 

1.25 

4.0 

Services  B 

50/31 

204 

22 

1.35 

29 

19 

72 

38 

82  0 

12 

1 .56 

1 77 

2  41 

6.6 

Nonbank  fin.  A 

27/21 

143 

11 

7.62 

81 

27 

31 

56 

55.3 

12 

2.49 

2.48 

2.41 

5.0 

Utilities  A 

43/31 

176 

15 

1.89 

28 

15 

76 

36 

153.7 

02 

2.61 

2.81d 

3.13 

1.6 

Leisure  D 

30/23 

69 

28 

9.67 

271 

12 

74 

55 

61.5 

12 

2.53 

0.96 

0.58 

101.7 

Nonbank  fin.  B 

27/17 

322 

NM 

3.03 

DEF 

21 

34 

55 

51.1 

12 

1 .25 

-0.46 

1  88 

18.6 

Conglomerates 

32/18 

608 

22 

1.06 

23 

63 

71 

51 

86.6 

1 1 

1.06 

1.28 

1.52 

2.6 

Consumer  A 

31/21 

241 

16 

2.69 

43 

-12 

30 

60 

38.9 

02 

2.01 

1  53d 

1  72 

5  8 

Food  C 

40/34 

212 

28 

3.15 

87 

9 

58 

38 

19.9 

12 

3.10 

1 .38 

2.37 

10.5 

Housing  A 

44/23 

216 

NM 

1.41 

311 

35 

48 

36 

90.7 

01 

1 .91 

0.18 

2.04 

8.3 

Retailing 

48/26 

178 

12 

2.87 

35 

78 

54 

31 

109.1 

12 

3.53b 

3.76 

4.08 

8.8 

Banks  B 

22/8 

184 

1 1 

0.00 

0 

126 

56 

84 

364.6 

12 

-0.78 

1 .53 

2  35 

20.4 

Electrical  D 

38/22 

320 

28 

1.27 

36 

-22 

53 

57 

68.2 

12 

1.05 

0.90 

1.09 

6.4 

Services  E 

43/32 

1 19 

13 

2.62 

33 

16 

37 

37 

28.8 

01 

3.36 

3  10 

3.67 

2.5 

Retailing 

35/18 

5735 

37 

0.00 

0 

83 

74 

45 

67.3 

01 

0.51 

0.88d 

1.24 

2.4 

Office  equipment  A 

23/18 

245 

16 

1.93 

32 

-1 

19 

77 

20.5 

10 

1.01 

1.13 

1.25 

3.2 

Food  B 

39/29 

463 

22 

2.42 

53 

1 

66 

41 

51.4 

06 

1.51 

1.58 

1.71 

2.3 

Manufacturing  A 

52/38 

366 

17 

1.83 

32 

34 

62 

28 

46.0 

12 

2  60 

2  91 

3.17 

1,9 

Services  A 

35/19 

1 108 

32 

0.61 

20 

NA 

NA 

43 

NA 

12 

0.40 

1.02 

1.18 

1.7 

Utilities  A 

32/23 

179 

2 

2.07 

5 

16 

75 

49 

87.7 

12 

2.20 

12.54 

2.42 

9.1 

Leisure  D 

34/19 

404 

25 

1.80 

44 

30 

68 

53 

113.1 

12 

0.76 

1.08 

1  36 

3.7 

Health  care  D 

52/34 

202 

13 

2.35 

30 

54 

63 

28 

48.9 

12 

3.67 

4.04 

4,43 

2.3 

Banks  D 

30/22 

84 

NM 

3.64 

DEF 

NA 

62 

51 

NA 

12 

6.00 

-10.00 

1.47 

112.2 

Metals  B 

21/7 

100 

NM 

0.00 

0 

180 

47 

75 

163.2 

12 

-6.21 

-0.64 

1  05 

27  6 

Banks  A 

23/13 

NEG 

NM 

0.00 

0 

57 

2 

64 

4.6 

09 

-1.27 

-1.58 

0.72 

51.4 

Telecomms.  A 

41/18 

378 

34 

0.00 

0 

47 

81 

42 

510.5 

12 

054 

098 

2  20 

6  4 

Office  equipment  C 

20/13 

351 

26 

3.08 

79 

-11 

60 

82 

71  9 

12 

0.79 

0.66 

1.08 

6.5 

Nonbank  fin.  A 

25/17 

219 

25 

1  10 

28 

-13 

12 

76 

13.1 

12 

0.60 

0.72 

0  81 

210 

Fuel  B 

40/23 

192 

NM 

0.90 

DEF 

34 

77 

39 

65.5 

06 

-3.12 

-0.63 

0.47 

36.2 

Electrical  A 

38/11 

227 

NM 

1.78 

DEF 

232 

43 

38 

177.6 

12 

-2.71 

-2.48 

2.31 

30.7 

Banks  B 

18/10 

117 

38 

0.00 

0 

2 

73 

108 

106.1 

09 

1.13 

0.33 

0.42 

50.0 

Office  equipment  B 

28/21 

236 

17 

2.08 

36 

1 1 

68 

51 

79.4 

12 

1.28 

1.54 

1,73 

40 

Services  E 

81/42 

563 

36 

0.00 

0 

31 

82 

21 

326.1 

12 

1.41 

1.80 

2.30 

2.2 

Health  care  C 

26/14 

366 

23 

1  92 

44 

58 

45 

59 

709 

05 

0.75 

0.99d 

1,24 

6,5 

Metals  B 

42/17 

81 

NM 

0.00 

0 

-52 

26 

73 

61.5 

12 

-1.09 

-1.45 

1.89 

18.5 

Utilities  B 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIl 

YEAR 
AGO 
RANK 

12 

MONIHS 
1991 
SMIl 

CHANGE 
fROM 
1990 

12 

MONTHS 
1991 
SMIl 

CHANGE 
FROM 
1990 

12 

MONTHS 
1991 

12 

MONTHS 
1990 

ON 
INVESTED 
CAPITAl 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1991 
SMIl 

CH, 
FR 

1 

511 

PUOET  SOUND  POWER  S  LIGHT 

1347 

480 

957 

2 

132.8 

0 

13.9 

14.2 

9.1 

13.0 

2485 

512 

IMC  FERTIII2ER  CROUP 

1340 

524 

1 100 

-3 

90  0 

2 

8.2 

7  8 

8.0 

12.2 

1884 

513 

GULF  STATES  UTILITIES 

1340 

467 

1702 

1 

122.4 

NM 

7.2 

NM 

6.2 

3.0 

691  1 

514 

BRUNO'S 

1331 

404 

2658 

5 

63.5 

-2 

2.4 

2  6 

12,4 

15.4 

834 

515 

BRUNSWICK 

1328 

463 

2088 

-16 

-23.7 

NM 

NM 

2.9 

NM 

-3.0 

1857 

- 

51K 

TRITON  ENERGY 

1318 

NR 

219y 

-18 

-13.5 

NM 

NM 

NM 

NM 

-4.6 

641 

517 

SONAT 

1315 

333 

1421 

5 

77.9 

-15 

5.5 

6.7 

7.2 

6  7 

3174 

518 

CHARLES  SCHWAB 

1314 

854 

795y 

27 

49.5 

195 

6  2 

2  7 

19.3 

27  2 

500C 

519 

CINTAS 

1310 

599 

364 

14 

33.0 

12 

9,1 

9.2 

13.3 

15.7 

340 

520 

POTIATCH 

1303 

564 

1237 

-1 

55.8 

-43 

4.5 

7.9 

5  1 

6.1 

1892 

521 

FOREST  LABORATORIES 

1294 

450 

228y 

41 

46.5 

30 

20.4 

22.0 

15.7 

15.2 

362 

522 

TELEPHONE  &  DATA  SYSTEMS 

1294 

528 

354 

20 

21.1 

-22 

6,0 

9  3 

3  2 

3.2 

1368 

523 

SURGICAL  CARE  AFFILIATES 

1293 

735 

170 

38 

20.7 

80 

12.2 

9  3 

29  5 

272 

179 

3 

i 

524 

KANSAS  CITY  POWER  &  LIGHT 

1288 

516 

825 

1 

103  9 

1 

12  6 

12  6 

8  6 

1  1,4 

2615 

c 

525 

INTERNATIONAL  SPECIALTY  PRODUCTS 

1286 

NR 

528a 

5 

43.0 

62 

8.1 

5.2 

9.6 

9.3 

1075 

•i 

52fi 

MYLAN  LABORATORIES 

1282 

602 

117 

12 

37.1 

1 1 

31.7 

32.0 

19  5 

19.4 

214 

3 

527 

ALEXANDER  &  BALDWIN 

1271 

470 

721 

7 

92.4 

-20 

12.8 

17.1 

NA 

12  6 

1555 

1 

528 

MCKESSON 

1271 

457 

971  ly 

16 

97  6 

1 

1.0 

1  2 

10  7 

14  7 

2714 

1 

529 

SOUTHWESTERN  PUBLIC  SERVICE 

1268 

513 

726 

-3 

109.7 

-2 

15.1 

14.8 

10.8 

15.2 

1660 

S30 

CENTOCOR 

1267 

520 

53 

-18 

-195.6 

NM 

NM 

NM 

NM 

NM 

340 

2 

531 

MONTANA  POWER 

1266 

532 

498 

11 

105.7 

1  1 

21.2 

21.1 

9.4 

12.3 

2077 

i 

532 

DESTEC  ENERGY 

1261 

NR 

437 

6 

815 

16 

18  6 

17  1 

18.4 

18  0 

624 

N 

533 

HUNTINGTON  BANCSHARES 

1260 

575 

1219 

-3 

11  7.0 

37 

9.6 

6  8 

18  8 

14.0 

12333 

11 

534 

CBI  INDUSTRIES 

1259 

523 

1615y 

3 

61  1 

I  1 

3.8 

3  5 

9  1 

10.2 

1479 

E 

535 

NATIONAL  SERVICE  INDUSTRIES 

1257 

447 

1599 

-3 

25.3 

-75 

1.6 

6.1 

4.0 

3.8 

1023 

E 

536 

TJX 

1248 

471 

2758 

13 

70  1 

-5 

2  5 

3.0 

15.1 

26.9 

1 105 

537 

P.H.  GLATFELTER 

1247 

491 

568 

-9 

76.0 

-14 

13.4 

14.1 

17.2 

172 

630 

i 

53.8 

HARRIS 

1232 

538 

2997 

-2 

89.7 

149 

3.0 

12 

9  0 

8.6 

2417 

- 

539 

ST.  JOE  PAPER 

1220 

522 

582 

-5 

27.6 

-33 

4.7 

6  8 

3.4 

3.4 

1342 

i. 

540 

VALERO  ENERGY 

1219 

590 

1012 

-13 

98  7 

4 

9.8 

8,1 

115 

13.5 

1481 

1 

541 

SMITH'S  FOOD  &  DRUG  CENTERS 

1217 

540 

2217 

9 

45.1 

31 

2.0 

1.7 

7.4 

9.5 

1 197 

3 

542 

B.F.  GOODRICH 

1216 

519 

2472 

2 

-80  6 

NM 

NM 

4.8 

NM 

-7.3 

2425 

k 

543 

FEDERAL  PAPER  BOARD 

1210 

535 

1435 

4 

82.4 

-30 

5,7 

8  6 

6  7 

NA 

2470 

1 

544 

AMBAC 

1208 

NR 

187 

14 

1  13.7 

8 

60  7 

64  3 

13  2 

15  2 

1432 

1 

545 

NORTHROP 

1201 

474 

5694 

4 

268.2 

27 

4.7 

3.8 

20.6 

23.8 

3128 

54t; 

IPAICO  ENTERPRISES 

1197 

551 

648 

4 

105,2 

3 

16  2 

16  4 

10.2 

13.3 

1817 

547 

GREAT  ATLANTIC  &  PACIFIC  TEA 

1194 

316 

11 624 

4 

86  2 

-44 

0  7 

1.4 

6  7 

6.8 

3249 

548 

ARMSTRONG  WORLD  INDUSTRIES 

1183 

553 

2439 

-3 

60  6 

-59 

2  5 

5  8 

6,2 

6.5 

2140 

549 

COMPUTER  SCIENCES 

1182 

545 

1945 

16 

65.5 

-4 

3  4 

40 

8.4 

1  1.3 

1342 

4 

550 

SYNERGEN 

1170 

928 

14 

63 

-7  1 

NM 

NM 

NM 

NM 

-2.0 

374 

47 

551 

WENDY'S  INTERNATIONAL 

1169 

580 

1048 

5 

51.7 

34 

4.9 

3.9 

NA 

10.9 

880 

1 

552 

SILICON  GRAPHICS 

1159 

616 

638 

32 

36.8 

-8 

5,8 

8  3 

NA 

9.3 

698 

7 

553 

FINA 

1157 

475 

3336 

-16 

42.0 

-67 

1.3 

3.2 

4.9 

3.7 

2834 

554 

VONS 

1157 

496 

5350 

0 

65.0 

31 

1.2 

0.9 

9,8 

14  0 

1803 

555 

NICOR 

1156 

498 

1516 

-1 

108.6 

-4 

7  2 

7  4 

NA 

15.4 

2095 
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UATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

fl  I2M0NIH 
E  HIGH/ 
E  low 
S 

PHICE 
AS  %  OF 
BOOK 
VAIUE 

PE 
RATIO 

YIEID 

% 

PAYOUT 

% 

TOTAl 
RETURN 

INSTI 
lUTIONS 
HOLDING 

X 

SHRS 
OUT 
MIL 

TURN- 
OVER 

FY 

ACTUAL 
S 

ACTUAL 

s 

ANALYSTS' ESTIMATES 
1992  VARI- 
EST  ATION 
S  % 

I  27/2! 

143 

11 

7.26 

80 

23 

19 

56 

34.2 

12 

2.16 

2.21 

2  24 

2  7 

Utilities  A 

68/36 

181 

16 

1.77 

28 

67 

93 

22 

145  1 

06 

3.13 

3  85 

4  25 

5.6 

Chemicals 

13/9 

67 

23 

0.00 

0 

8 

61 

114 

55.8 

12 

-0.99 

0.52 

0  83 

18.1 

Utilities  A 

22/12 

322 

20 

1  23 

24 

-10 

27 

82 

104.8 

06 

0.74 

0  82 

0  8 1 

3  7 

Food  C 

17/10 

167 

NM 

2.93 

DEF 

13 

64 

89 

83.4 

12 

0.80 

-0.27 

0.83 

26.5 

Leisure  D 

53/8 

347 

NM 

0.00 

0 

332 

42 

34 

41 1.5 

05 

-0.04 

0.1 5d 

0  27 

114  8 

Fuel  B 

47/29 

113 

17 

6.53 

110 

-23 

69 

43 

71.8 

12 

2.59 

1.82 

2  1 6 

1 1  6 

Utilities  B 

37/12 

721 

27 

0.47 

13 

174 

34 

39 

76  4 

12 

0.41 

1.27 

1  70 

6  5 

Nonbank  fin.  A 

64/38 

622 

33 

0.33 

1 1 

57 

31 

23 

48.1 

05 

1.47 

1  70d 

2  05 

2.0 

Services  E 

47/30 

142 

23 

3.12 

73 

43 

43 

29 

57.6 

12 

3.41 

1.92 

2  78 

1 1  9 

Paper  B 

44/29 

423 

29 

0.00 

0 

18 

65 

39 

126.2 

03 

0.90 

1.14d 

1  43 

2  1 

Health  care  B 

41/29 

2i3 

63 

0.81 

51 

15 

69 

35 

43.3 

12 

0.86 

0.59 

0  65 

21 .5 

Telecomms.  A 

46/16 

1697 

64 

0.30 

19 

106 

47 

36 

193.2 

12 

0.33 

0.57 

0  78 

5  1 

Health  care  C 

48/35 

150 

13 

6.73 

89 

24 

32 

31 

60  1 

12 

3.1 1 

3.16 

3  5 1 

2  9 

Utilities  A 

18/12 

278 

20 

0.00 

0 

NA 

15 

100 

NA 

12 

NR 

0.64d 

0  85 

7  ] 

Chemicals 

43/22 

669 

32 

0.60 

19 

51 

51 

38 

106  0 

03 

0.90 

1  06d 

1  36 

5  1 

Health  care  B 

30/22 

173 

14 

3.20 

44 

6 

45 

46 

56.5 

12 

2.50 

2.00 

2  22 

2  7 

Transportation  D 

40/32 

214 

14 

4  89 

67 

1 

55 

39 

50.3 

03 

2.46 

2  38d 

2  64 

5  3 

Health  care  A 

34/27 

188 

12 

7  10 

84 

16 

27 

41 

48.3 

08 

2.73 

2.63 

2  56 

2  7 

Utilities  A 

60/29 

816 

NM 

0.00 

0 

18 

61 

36 

816  9 

12 

-5  10 

-5  72 

0  1 7 

74 1  2 

Health  care  B 

28/21 

152 

12 

6.16 

76 

29 

42 

51 

50.3 

12 

1.84 

2.03 

Utilities  A 

29/15 

278 

15 

0.00 

0 

NA 

24 

62 

53,3 

12 

1  56 

1  39 

1  53 

3  9 

Utilities  A 

22/14 

151 

11 

3.90 

42 

48 

20 

61 

27.0 

12 

1 .38 

1 .90 

2  09 

1  9 

Banks  B 

38/26 

241 

22 

1.39 

31 

8 

73 

37 

57  2 

12 

1  58 

1.54 

1  90 

7  4 

Fuel  C 

27/19 

189 

39 

3.94 

154 

2 

56 

50 

38.8 

08 

2.02 

0.65 

1 .54 

1 0.4 

Electrical  A 

20/14 

479 

18 

2.57 

46 

25 

80 

70 

78.3 

01 

1.06 

1.00 

1.31 

4.6 

Retailing 

60/50 

283 

17 

2.15 

36 

15 

74 

22 

14.6 

12 

3.76 

3.34 

3  66 

2  7 

Paper  B 

34/21 

118 

63 

3.30 

208 

32 

75 

39 

711 

06 

3  30 

0.50 

2  29 

6  6 

Electrical  B 

40/29 

150 

44 

0.50 

22 

4 

90 

31 

10.2 

12 

1.35 

0.90 

0./ 

Containers  B 

33/19 

178 

13 

1.20 

16 

64 

65 

41 

85.3 

12 

2.31 

2.28 

2.83 

9.5 

Fuel  B 

44/30 

257 

25 

1.08 

27 

1 

33 

30 

57  1 

12 

1.36 

1.65 

1.89 

3.2 

Food  C 

48/36 

99 

NM 

4.60 

DEF 

16 

74 

25 

88  7 

12 

4.23 

-3.50 

1.88 

26.6 

Chemicals 

33/23 

137 

17 

3.36 

57 

31 

69 

41 

128.1 

12 

2.58b 

1.77 

2.27 

13.7 

Containers  B 

36/20 

162 

1 1 

1.16 

12 

NA 

48 

35 

NA 

12 

2  11 

3  25 

3  20 

3  4 

Nonbank  fin.  B 

31/20 

107 

4 

4.71 

21 

4 

40 

47 

59.2 

12 

4.48 

5.69 

4.36 

10.1 

Aerospace 

34/26 

156 

12 

5.90 

69 

27 

38 

38 

35.2 

12 

2.58 

2  72 

2  75 

1.5 

Utilities  A 

58/25 

95 

18 

2.56 

47 

-39 

36 

38 

57,1 

02 

3.95 

1.72d 

2.19 

19.6 

Food  C 

35/24 

186 

29 

3  76 

108 

12 

76 

37 

81,8 

12 

3.18 

1,11 

1.76 

13.6 

Consumer  B 

84/52 

203 

18 

0.00 

0 

37 

76 

16 

112  1 

03 

4.02 

4.14d 

4.88 

5.5 

Office  equipment  C 

75/16 

324 

NM 

0.00 

0 

118 

78 

25 

574.4 

12 

-0.41 

-0.36 

0  86 

29.1 

Health  care  B 

13/8 

247 

23 

2.00 

46 

64 

36 

97 

145.1 

12 

0.40 

0.52 

0.62 

6.5 

Leisure  A 

30/13 

336 

37 

0.00 

0 

44 

72 

44 

164  0 

06 

0  85 

0  73 

0  96 

6.3 

Office  equipment  B 

91/65 

103 

28 

4.30 

118 

2 

3 

16 

2.0 

12 

8.1 1 

2.71 

NA 

NM 

Fuel  B 

34/22 

250 

17 

0.00 

0 

3 

34 

43 

81  8 

12 

1.28 

1  56 

1.92 

4.7 

Food  C 

47/39 

165 

11 

5.62 

60 

9 

54 

29 

45.0 

12 

3.86 

3.71 

4.06 

2.7 

Utilities  B 

<OIES  TO  TABLES  APPEAR  ON  PAGES  162-163 

THE  1992  BUSINESSWEEK  1000  143 


The  business  week  looo 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIl 

YEAR 
AGO 
RANK 

12 

MONTHS 
SMIl 

CHANGE 
F80M 

% 

12 

MONTHS 
SMIl 

CHANGE 
FROM 

12 

MONTHS 

% 

12 

MONTHS 

ON 
INVESTED 

ON 
COMMON 

12 

MONTHS 

SMIL 

CHAN( 
FROli 

% 

556 

CONNER  PERIPHERALS 

1155 

397 

1599 

20 

92.5 

-29 

5.8 

9.7 

10.0 

13.4 

1335 

52 

-,57 

PEP  BOYS-MANNY,  MOE  &  JACK 

1150 

721 

971a 

9 

36.0 

-9 

3.7 

4.4 

7  9 

9  7 

833 

10 

558 

WEIS  MARKETS 

1145 

442 

1294 

2 

80.6 

-7 

6.2 

6.8 

12.6 

12.6 

734 

7 

55: 1 

MARSHALL  S  ILSLEY 

1138 

702 

835 

0 

99.3 

39 

1  1.9 

8  6 

15.8 

15.0 

7628 

2 

560 

BEMIS 

1134 

560 

1142 

1 

53.0 

4 

4.6 

4.5 

13.5 

17.1 

719 

4 

5til 

FLEMING 

1132 

517 

12902 

8 

72  3 

-26 

0.6 

08 

6  6 

7,0 

2971 

10 

5K2 

CINCINNATI  BELL 

1132 

418 

1088 

7 

42.7 

-53 

3.9 

9.0 

7.2 

6  7 

1743 

5 

5ii:! 

PERKIN-ELMER 

1131 

571 

868 

1 

-4  9 

NM 

NM 

5.2 

-1.4 

0.0 

816 

-7 

564 

CRACKER  BARREL  OLD  COUNTRY  STORE 

1130 

812 

346 

33 

27.4 

56 

7.9 

6.7 

12.6 

14.5 

273 

54 

565 

STRATUS  COMPUTER 

1130 

681 

449 

1 1 

49.7 

34 

111 

9.2 

17.6 

15.8 

385 

20 

566 

MERIDIAN  BANCORP 

1126 

725 

1213 

-5 

107.1 

121 

8  8 

3  8 

16.9 

13  5 

11337 

-4 

567 

A.G.  EDWARDS 

1123 

686 

85  ly 

32 

91  8 

68 

10  8 

8.5 

20  0 

19  8 

1426 

24 

56« 

ARKIA 

1121 

375 

2778 

15 

18.0 

-82 

06 

40 

4  8 

0.9 

5010 

35 

56:( 

U.S.  CELLULAR 

1117 

763 

99 

59 

-24.4 

NM 

NM 

NM 

NM 

-6  9 

617 

120 

570 

NATIONAL  SEMICONDUCTOR 

1117 

636 

1656 

-4 

-150.4 

NM 

NM 

NM 

NM 

-32.6 

1065 

-12 

571 

M6IC  INVESTMENT 

1116 

NR 

294 

14 

75.0 

24 

25  5 

23  3 

15.3 

15.9 

894 

26 

572 

ADOBE  SYSTEMS 

1115 

509 

230 

36 

51.6 

29 

22  5 

23.7 

30.6 

28.2 

221 

52 

573 

BETHLEHEM  STEEL 

1113 

508 

4318 

-12 

-767.0 

NM 

NM 

NM 

NM 

-78.7 

4128 

-6 

574 

E-SYSTEMS 

1101 

505 

1991 

10 

109.5 

16 

5.5 

5  2 

14.3 

15.2 

1067 

16 

575 

ALLEGHENY  LUDIUM 

1101 

605 

1005 

-7 

41.1 

-40 

4.1 

6.4 

10.8 

11.4 

764 

-4 

576 

UNIFI 

1100 

856 

756 

12 

36.1 

-13 

4.8 

6.1 

9.9 

10.0 

509 

NM 

577 

CENTURY  TELEPHONE  ENTERPRISES 

1096 

576 

281 

12 

37  4 

20 

13.3 

12  4 

NA 

12  2 

765 

8 

578 

PENN  CENTRAL 

1092 

465 

1669 

54 

63  4 

-15 

3  8 

6.8 

4.5 

4,0 

3383 

1 

ll 

579 

MCDERMOTT  INTERNATIONAL 

1089 

494 

3544 

20 

376 

NM 

11 

NM 

8.1 

5.3 

3239 

-3 

580 

THERMO  ELECTRON 

1084 

664 

805 

12 

47.1 

35 

5.8 

4.9 

NA 

10.5 

1085 

26 

581 

ASARCO 

1083 

476 

1910 

-14 

46.0 

-69 

2  4 

6,8 

40 

3  1 

2937 

6 

582 

WANG  LABORATORIES 

1083 

802 

1940 

-18 

-373.4 

NM 

NM 

NM 

NM 

NM 

1312 

-25 

58:; 

OLD  KENT  FINANCIAL 

1081 

706 

862 

-1 

93  0 

6 

10  8 

10  1 

16  1 

14  2 

8826 

8 

581 

DELMARVA  POWER  S  LIGHT 

1080 

593 

845 

4 

80.5 

116 

95 

4.6 

7.7 

10.3 

2264 

7 

585 

GENERAL  SIGNAL 

1076 

617 

1616 

-5 

64.0 

NM 

4.0 

NM 

1  1.5 

13.4 

1 180 

-9 

586 

CRITICAL  CARE  AMERICA 

1075 

786 

233 

30 

13.3 

-19 

5.7 

9.2 

NA 

6.6 

239 

33 

587 

PERRIGO 

1074 

NR 

322 

NA 

19,0 

NA 

5  9 

NA 

15  6 

113 

241 

NA 

588 

ANADARKO  PETROLEUM 

1073 

421 

337 

-13 

32  4 

-41 

9.6 

14.2 

4.8 

5  2 

1676 

2 

58;  1 

KELLY  SERVICES 

1069 

484 

1438 

-2 

38.6 

-46 

2.7 

4  8 

111 

11,1 

479 

8 

590 

THOMAS  &  BETTS 

1067 

586 

566 

-5 

48.5 

0 

8.6 

8.1 

11.2 

13.3 

600 

2 

591 

BRINKER  INTERNATIONAL 

1063 

787 

472 

23 

30.8 

50 

6  5 

5  4 

13  9 

14.2 

277 

36 

592 

AMERICAN  NATIONAL  INSURANCE 

1058 

598 

1197 

9 

126.0 

16 

10.5 

99 

NA 

NA 

NA 

NA 

59.'i 

PETRIE  STORES 

1052 

570 

1343a 

4 

8  0 

-67 

06 

18 

1,9 

13 

878 

-1 

594 

CRAY  RESEARCH 

1046 

514 

862 

7 

113.0 

0 

13.1 

14.0 

14.8 

14.9 

1079 

14 

595 

FIRST  OF  AMERICA  BANK 

1045 

594 

1434 

3 

134.9 

2 

9.4 

9.5 

11.5 

13.2 

16755 

19 

596 

LORAL 

1043 

562 

2870 

60 

112  1 

32 

3.9 

4.7 

11.1 

118 

2509 

3 

597 

MERCURY  FINANCE 

1041 

827 

116 

22 

32  8 

41 

28.4 

24  5 

17  3 

33  6 

527 

23 

598 

ECOIAB 

1040 

726 

918 

-9 

55.7 

-4 

6  1 

5.8 

8.4 

9.1 

1220 

21 

599 

SCIMED  LIFE  SYSTEMS 

1036 

712 

168 

69 

30  0 

15 

17,8 

26  1 

26.4 

26,3 

177 

96 

600 

ROCHESTER  TELEPHONE 

1035 

620 

703 

17 

73.3 

47 

10.4 

8.2 

NA 

12.9 

1475 

25 
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UATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

11  I2.M0NIH 
I  HIGH/ 
£  LOW 
S 

P8ICE 
AS  %  OF 
BOOK 
VAIUE 

PE 

RATIO 

YIELD 

PAYOUT 

TOIAl 
RETURN 

INSII. 
TUTIONS 
HOIOING 

SHRS 
OUT 
MIL 

TURN. 
OVER 

FY 

ACTUAl 
5 

ACTUAl 
S 

ANALYSTS' ESTIMATES 
1992  VARI- 
EST  AIION 
S 

)  29/13 

167 

13 

0.00 

0 

-12 

45 

58 

277.7 

12 

2.51 

1.57 

1 .76 

1  1 .4 

Office  equipment  B 

22/10 

311 

30 

0.63 

19 

91 

63 

56 

132.6 

01 

0.67 

0.69d 

0.85 

4  7 

Retailing 

>  34/25 

179 

14 

2.64 

38 

-9 

49 

44 

8.1 

12 

1.93 

1.81 

2  10 

NM 

Food  C 

I  56/30 

174 

13 

2.46 

31 

69 

28 

21 

38.2 

12 

3.09b 

4.21 

4.61 

4.8 

Bonks  B 

48/32 

366 

22 

2.07 

45 

26 

43 

26 

29.3 

12 

1.98 

2.06 

2.33 

3.0 

Containers  B 

41/28 

1 15 

16 

3.75 

58 

-7 

71 

35 

93.3 

12 

3.06 

2.06 

3.37 

3  6 

Food  A 

25/18 

196 

29 

4.35 

127 

-15 

28 

62 

20.9 

12 

1.44 

0.63 

1.11 

9  0 

Telecomms.  B 

36/25 

377 

NM 

2.03 

DEF 

22 

72 

34 

80.0 

07 

1.10 

-0.08 

1 .70 

3.5 

Electrical  C 

53/22 

598 

47 

0.07 

3 

120 

60 

24 

194.7 

07 

0.71 

1.00 

1.28 

2.3 

Leisure  A 

54/27 

360 

23 

0.00 

0 

87 

79 

22 

154.8 

12 

1.77 

2.22 

2.53 

4.3 

Office  equipment  B 

27/14 

142 

10 

4.71 

47 

76 

35 

44 

84.5 

12 

1.20 

2.56 

2.32 

10.3 

Banks  A 

40/19 

242 

1  1 

1.77 

19 

78 

52 

36 

64.6 

02 

1  71 

2  9Id 

3  05 

NM 

Nonbank  fin.  A 

20/9 

104 

NM 

1  1.22 

1200 

-45 

58 

1  16 

85  8 

12 

110 

009 

0.70 

35.7 

Utilities  B 

25/16 

316 

NM 

0.00 

0 

32 

10 

48 

8.4 

12 

-0.51 

-0.63 

0  43 

74.4 

Telecomms.  A 

1  1/4 

227 

77 

0.00 

0 

53 

57 

104 

129.1 

05 

-1.55 

O.Ud 

0.71 

25.4 

Electrical  D 

43/27 

237 

14 

0.18 

3 

NA 

91 

29 

NA 

12 

2  23 

2.68 

2.97 

0.0 

Nonbank  fin.  B 

69/41 

610 

22 

0.63 

14 

18 

91 

22 

623.1 

1 1 

1.83 

2.25 

2.62 

5.0 

Office  equipment  C 

19/1  1 

111 

NM 

0.00 

0 

-6 

70 

76 

110  5 

12 

-6.45 

-10.41 

0.47 

238.3 

Metals  B 

44/31 

152 

10 

2.21 

22 

0 

57 

32 

77.4 

12 

3.02 

3.35 

3.74 

1.1 

Electrical  B 

36/20 

306 

27 

2.63 

70 

35 

45 

33 

34,5 

12 

2.07 

1.25 

1  95 

1  8.5 

Metals  B 

38/20 

304 

22 

1.72 

37 

77 

73 

32 

54.4 

06 

1.06 

1.62 

1 ,93 

2.1 

Manufacturing  D 

37/24 

357 

29 

1.23 

36 

16 

58 

31 

39.6 

12 

1.01 

1.20 

1  34 

6.0 

Telecomms.  A 

27/22 

69 

18 

3.37 

62 

12 

79 

46 

25  3 

12 

1.60 

1.30 

2,02 

5.0 

Conglomerates 

28/15 

152 

42 

4.68 

196 

-18 

62 

51 

1  13  1 

03 

-1.97 

0  51d 

1,10 

31  8 

Services  A 

48/32 

241 

21 

0.00 

0 

31 

45 

26 

73.6 

12 

1.65 

1.97 

2,21 

5.4 

Electrical  C 

30/18 

72 

23 

3.05 

71 

0 

50 

41 

68.0 

12 

3.60 

1.12 

1  1 9 

69  7 

Metals  C 

8/2 

2433 

NM 

0.00 

0 

96 

24 

170 

60.5 

06 

-3.82 

-2.26 

0  05 

240.0 

Office  equipment  B 

40/24 

165 

12 

3,07 

37 

64 

38 

27 

65.8 

12 

3.12b 

3  32 

3,60 

3  1 

Bonks  B 

22/18 

153 

14 

7.51 

107 

20 

25 

53 

38.2 

12 

0.60 

1.44 

1 ,70 

5.9 

Utilities  A 

57/40 

226 

17 

3.24 

54 

34 

77 

19 

59.9 

12 

-0.69 

3  32 

3.94 

3.8 

Manufacturing  C 

64/29 

533 

78 

0.00 

0 

73 

80 

21 

101.7 

12 

0.92 

0.65 

1 .57 

1 .9 

Health  care  C 

)  36/20 

640 

74 

0.00 

0 

NA 

NA 

36 

NA 

06 

NA 

0.40 

NA 

NM 

Health  care  B 

)  33/19 

172 

33 

1.54 

51 

-29 

55 

55 

80.8 

12 

1 .04 

0.59 

0.57 

42.1 

Fuel  B 

42/27 

306 

28 

2.03 

56 

-9 

34 

30 

31.6 

12 

2.37 

1,28 

1  67 

12,0 

Services  E 

65/50 

294 

20 

3  92 

79 

13 

67 

19 

43  3 

12 

2.84 

2.84 

3  20 

2.5 

Electrical  A 

'  41/20 

490 

40 

000 

0 

96 

81 

29 

87.3 

06 

0.74 

0.92 

1.12 

1.8 

Leisure  A 

>  45/32 

66 

8 

4.88 

40 

26 

16 

27 

14.5 

12 

3  96 

4.76 

4.25 

7.8 

Nonbank  fin.  B 

25/18 

164 

47 

0.89 

42 

14 

21 

47 

39.9 

01 

0  06 

0.48d 

0.62 

19  4 

Retailing 

52/32 

138 

10 

0.00 

0 

0 

78 

26 

126.5 

12 

4.02 

4.01 

4.25 

4.0 

Office  equipment  B 

>  32/23 

115 

9 

4.41 

40 

25 

35 

36 

33.5 

12 

3.18b 

3  24 

3.18 

4.4 

Bonks  B 

i  46/33 

109 

8 

2.92 

24 

-4 

74 

32 

99.9 

03 

3.55 

3.98d 

4.41 

3.2 

Electrical  B 

j  27/11 

1066 

32 

1.30 

42 

120 

34 

42 

33.6 

12 

0.56 

0.77 

0.97 

4.1 

Nonbank  fin.  A 

!  34/25 

183 

17 

2  11 

37 

1  1 

49 

31 

44.0 

12 

1.95 

1  91 

2.06 

4.4 

Consumer  D 

)  93/42 

909 

21 

0.00 

0 

64 

79 

15 

782.0 

02 

1.98 

3.35d 

3.47 

9.5 

Health  core  D 

i  34/28 

185 

14 

4.74 

65 

21 

29 

32 

22.2 

12 

1.72 

2.36 

2.07 

3.4 

Telecomms.  6 
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The  business  week  looo 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

llll 

SMIl 

YEAR 
AGO 
RANK 

12 

MONTHS 
SMIl 

CHANGE 
EROM 

12 

MONTHS 
SMIL 

CHANGE 
FROM 

1! 

MONTHS 
1991 

IJ 

MONTHS 
1990 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

12 

MONTHS 
1991 
SMIL. 

CHANG 
FROM 
1990 

tlOl 

SHONEY'S 

1034 

754 

992a 

7 

38.0 

29 

3.8 

3.2 

28.5 

NM 

429 

7 

iKii: 

HANNAFORD  BROTHERS 

1029 

600 

2008y 

19 

43  4 

3 

2  2 

2  5 

1 1.2 

15.0 

706 

12 

WH 

FAMILY  DOLLAR  STORES 

1026 

858 

1029 

15 

44.1 

44 

4.3 

3.4 

18.7 

18.7 

435 

19 

(ilM 

ATLANTIC  ENERGY 

1024 

627 

778 

9 

102  0 

28 

13,1 

111 

8,9 

1 1,3 

2151 

7 

Kdf) 

KANSAS  GAS  &  ELECTRIC 

1023 

633 

595 

1 

53.6 

-16 

9.0 

10.9 

7.7 

8.3 

2357 

0 

lidi; 

HARLEY-DAVIDSON 

1021 

821 

940 

9 

37.0 

-3 

3  9 

4  4 

NA 

16.1 

469 

15 

Ii(l7 

SEAGATE  TECHNOLOGY 

1020 

558 

2669 

0 

-1 1.1 

NM 

NM 

3.6 

NM 

-15 

1742 

-6 

ri(  IS 

DUTY  FREE  INTERNATIONAL 

1018 

915 

188y 

79 

23  8 

63 

12  7 

13.9 

14.4 

19.7 

199 

59 

(i(  li) 

DEAN  FOODS 

1015 

478 

2168 

1 

72.7 

9 

3  4 

3  1 

13.8 

16  3 

883 

1 

610 

BLOCK  DRUG 

1012 

604 

549 

1  1 

56  4 

1  1 

10  3 

10,3 

12.5 

13  1 

618 

16 

Hll 

PROVIDENT  LIFE  &  ACCIDENT 

1012 

543 

2846y 

3 

117.2 

-35 

4.1 

6.5 

NA 

8.4 

14800 

9 

ILLINOIS  CENTRAL 

1010 

944 

550 

1 

65  4 

42 

1  1  9 

8.5 

15,1 

25  1 

1 184 

3 

WITCO 

1010 

634 

1631 

0 

73,5 

8 

4.5 

4,2 

10,2 

12  2 

1 198 

2 

; 

liM 

FOSTER  WHEELER 

1009 

499 

1992 

20 

43  3 

13 

2,2 

2.3 

NA 

8,4 

1635 

13 

615 

MIDWEST  RESOURCES 

994 

931 

1025 

1  1 

73  8 

9 

7,2 

7.3 

NA 

10.9 

2384 

3 

liii; 

MILLIPORE 

992 

507 

748 

6 

60.4 

117 

8.1 

4.0 

11.4 

12.6 

784 

7 

(ilT 

KING  WORLD  PRODUCTIONS 

991 

479 

505 

10 

93  6 

8 

18  5 

18,9 

36.0 

33,5 

591 

22 

lilN 

20th  CENTURY  INDUSTRIES 

989 

582 

880a 

14 

123  4 

52 

14  0 

10  5 

26  2 

22  0 

1370 

1 1 

HI 'J 

PROGRESSIVE 

984 

424 

1493y 

9 

32  9 

-65 

2.2 

6  8 

NM 

7.0 

2959 

11 

:  i 

620 

OGDEN 

983 

589 

1568 

1 

57.6 

-1 

3.7 

3.7 

5.0 

11.8 

2856 

5 

:  ! 

OLIN 

982 

591 

2275 

-12 

-12.7 

NM 

NM 

3,2 

NM 

-3  6 

2012 

8 

!  ! 

WEST  POINT-PEPPERELL 

978 

569 

1  192a 

-3 

-10.5 

NM 

NM 

NM 

-15  3 

0  9 

2329 

-9 

:  i 

( 

MULTIMEDIA 

977 

611 

524 

9 

48  4 

-1 

9  2 

10.1 

25.2 

NM 

557 

4 

■■  3 

SHAWMUT  NATIONAL 

577 

846 

2344 

-15 

-170.7 

NM 

NM 

NM 

NM 

-17.2 

22816 

-4 

1)25 

OMNICOM  GROUP 

976 

666 

1236 

5 

57.1 

10 

4.6 

4.4 

14  5 

17.8 

1616 

0 

:  3 

GENZYME 

975 

746 

109 

118 

NA 

NA 

NA 

NM 

NA 

-1.4 

268 

129 

•>  i 

it'll 

BALL 

974 

747 

2267 

67 

66  2 

32 

2.9 

3  7 

8  7 

1  1.5 

1578 

66 

i  I 

(il'x 

UTILICORP  UNITED 

973 

736 

1075 

20 

73  5 

25 

6,8 

6  6 

8  8 

12  6 

2402 

30 

LG&E  ENERGY 

968 

614 

715 

2 

92.4 

12 

12.9 

118 

8  6 

12  3 

2054 

3 

630 

COUNTRYWIDE  CREDIT  INDUSTRIES 

965 

NR 

279y 

41 

45,0 

137 

16,2 

9.6 

10.9 

10.5 

1970 

63 

c,:-!! 

CONSECO 

962 

NR 

1392y 

85 

121.0 

190 

8,7 

5  5 

21,4 

60.3 

1 1600 

40 

3  7 

LEGENT 

960 

608 

208 

15 

36,2 

4 

17  4 

19  2 

15  9 

16,3 

298 

52 

'< 

(i: ::! 

HARTFORD  STEAM  BOILER  INSPECTION 

959 

492 

630 

12 

73.9 

-6 

117 

14,0 

16,7 

18  5 

389 

7 

•  1. 

i;::4 

CHIRON 

958 

537 

65a 

38 

118 

NM 

18  2 

NM 

NA 

4.2 

431 

68 

9  ■ 

(i:i5 

AMSOUTH  BANCORPORATION 

958 

745 

900 

0 

80.4 

5 

8.9 

8.6 

14.8 

1  1.4 

9459 

9 

J 

FUND  AMERICAN 

958 

344 

241a 

-1 1 

184  0 

179 

76,3 

24  4 

13.1 

7.1 

2828 

-75 

Ml 

BOSTON  EDISON 

957 

642 

1320 

5 

94.7 

19 

7,2 

6.3 

9.5 

10.2 

3120 

(;:i8 

OHIO  CASUALTY 

956 

658 

1687a 

5 

96  7 

27 

5,7 

4  7 

112 

12.9 

3531 

: 

(i3!l 

COLUMBIA  OAS  SYSTEM 

954 

312 

2577 

9 

-794.8 

NM 

NM 

4.4 

NM 

-95.5 

5850 

1 

640 

CUMMINS  ENGINE 

952 

889 

3406 

-2 

-65.6 

NM 

NM 

NM 

NM 

-14.7 

201  1 

-3 

t  » 

(i41 

PROMUS 

947 

795 

1031 

3 

30.0 

29 

2.9 

2.3 

9.1 

7.9 

1479 

1 

'  30 

M2 

SOUIHTRUST 

944 

796 

933 

7 

90  0 

29 

9,7 

8.0 

17  7 

14,3 

10158 

13 

J  !i 

643 

ECHLIN 

942 

680 

1681 

2 

43,6 

-3 

2  6 

2,7 

6  8 

6  6 

1219 

-5 

'  17 

(ill 

CRAWFORD 

942 

687 

538 

20 

37  4 

17 

70 

7  2 

22  3 

22  6 

293 

8 

!? 

ti45 

KANSAS  POWER  &  LIGHT 

942 

638 

1  162 

1 

72.3 

-9 

6.2 

69 

8.6 

10.5 

2120 

5 

30 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAGE  211 


ATION 

DIVIDENDS 

SHARES 

EARNINCS  PER  SHARE 

INDUSTRY  GROUP 

t2M0NIH 
HIGH/ 

low 

S 

MICE 
AS%Of 

looi: 

VAIUS 

KATIO 

YIEIO 
% 

PAYOUT 

X 

lOIAl 

trruiN 
% 

INSTl 
TUIIONS 
HOIDING 
X 

SHIIS 
OUT 
Mil 

lUliN. 

oven 

FY 

1990 
ACTUAl 
S 

199) 
ACTUAl 

s 

ANAIYSIS' ESTIMATES 
1992  VA8|. 
EST  ATION 

S  % 

27/14 

NEG 

28 

0.00 

0 

75 

67 

40 

74  3 

10 

0.76 

0.94 

1  .  1  J 

£../ 

Leisure  A 

57/40 

358 

24 

1.01 

24 

41 

36 

20 

24  6 

12 

2.13 

2  16 

2  58 

3  5 

Food  C 

20/7 

434 

25 

1.20 

30 

155 

57 

56 

90.8 

08 

0.52 

0.73 

0  89 

3  4 

Retailing 

42/34 

136 

12 

7.45 

86 

23 

22 

25 

37  9 

12 

3.02 

3,49 

3  55 

2  8 

Utilities  A 

35/25 

162 

19 

5.21 

101 

36 

28 

31 

79.5 

12 

2.00 

1.70 

2  1 3 

4  7 

Utilities  A 

61/26 

446 

28 

0.00 

0 

107 

77 

18 

211.7 

12 

2.15 

2.08 

0  oo 

Leisure  D 

20/7 

138 

16 

0.00 

0 

6 

45 

66 

520.7 

06 

1.92 

0  95 

0  09 

222  2 

Office  equipment  8 

56/18 

843 

39 

0.00 

0 

132 

53 

24 

172.3 

01 

0  67 

1  08 

1  32 

2  3 

Retailing 

34/25 

227 

14 

2.25 

31 

-17 

35 

41 

36.0 

05 

1.79 

1.82d 

2  05 

5  4 

Food  B 

61/44 

236 

NA 

1.59 

NA 

31 

24 

18 

15.6 

03 

2.88 

NA 

N  A 

NM 

Consumer  D 

25/17 

72 

9 

4.52 

40 

12 

43 

46 

38.0 

12 

3.85 

2.53 

o.U  1 

\  U.J 

Nonbankfin.  B 

25/10 

38t 

15 

0.00 

0 

145 

32 

42 

96.3 

12 

131 

1 ,64 

1  90 

4  2 

Transportation  B 

48/34 

167 

14 

3.97 

57 

34 

72 

22 

39  3 

12 

2.95 

3.21 

3  39 

3  0 

Chemicals 

34/21 

196 

23 

1.90 

44 

-13 

64 

36 

85.6 

12 

1.08 

1.22 

1  53 

1  1  1 

Services  A 

21/18 

158 

15 

7.90 

115 

13 

8 

50 

18.3 

12 

1.25 

1.36 

1  .or 

3  1 

Utilities  A 

48/32 

208 

16 

1.35 

22 

-10 

76 

28 

59,1 

12 

1.00 

2,17 

1.A1 

4  1 

Electrical  C 

35/22 

354 

1 1 

0.00 

0 

-14 

58 

38 

68.2 

08 

2.15 

2.38 

2  40 

1  3 

Leisure  B 

26/17 

210 

10 

2.70 

26 

18 

32 

51 

37,9 

12 

1 ,93 

2.02 

2  02 

1  1  4 

Nonbank  fin.  B 

62/44 

254 

38 

1.12 

43 

-18 

59 

21 

40.2 

12 

3,84 

1  22 

3  47 

29  4 

Nonbank  fin.  B 

24/18 

202 

17 

5.46 

94 

10 

45 

43 

64.7 

12 

1,31 

1,33 

1  44 

1  4 

Conglomerates 

54/37 

173 

NM 

4.26 

DEF 

12 

48 

19 

58.6 

12 

4.03 

-0.92 

4.04 

■i.O 

Chemicals 

43/24 

84 

NA 

0  00 

0 

12 

NA 

30 

3.7 

12 

0,07 

NA 

NM 

Manufacturing  D 

38/22 

NEG 

21 

0.00 

0 

15 

74 

35 

96.2 

12 

1  32 

1 .30 

1 

1  .oo 

Publishing/TV  A 

14/4 

97 

NM 

0.00 

0 

127 

53 

74 

139  1 

12 

-1  84 

-2  35 

7  A  7 

/  0./ 

Banks  A 

37/25 

305 

17 

3.17 

53 

46 

81 

28 

81.5 

12 

2.01 

2.08 

Z.J/ 

T  0 

J  .y 

Services  D 

67/30 

398 

55 

0,00 

0 

33 

80 

20 

3665 

12 

-1 .70 

0.87d 

1 .43 

8.4 

Healthcare  B 

40/26 

200 

16 

3.16 

50 

43 

63 

26 

62  6 

12 

2.03 

2.42 

0  71 

£../  \ 

O.  I 

Containers  A 

29/22 

187 

13 

5.64 

72 

35 

20 

34 

44.5 

12 

2  13 

2.23 

2.38 

0  o 
z  y 

Utilities  A 

48/39 

144 

12 

6.49 

76 

21 

28 

22 

41.9 

12 

3.45 

3.86 

0./ VJ 

0  A 

Utilities  A 

46/12 

246 

17 

1.37 

23 

191 

80 

30 

251.8 

02 

1.13 

1.88d 

3.25 

5.5 

Nonbank  fin.  A 

79/16 

509 

9 

0.21 

2 

345 

51 

12 

301.6 

12 

2.72b 

8  43 

5  90 

16  3 

Nonbank  fin.  B 

45/20 

432 

27 

0.00 

0 

12 

57 

23 

2409 

09 

1  52 

1  54 

1  97 

6  6 

Office  equipment  C 

64/46 

240 

13 

4  38 

57 

-16 

47 

21 

27.2 

12 

3.80 

3.53 

2  68 

8  2 

Nonbank  fin.  B 

79/47 

344 

47 

0.00 

0 

-5 

95 

19 

481.3 

12 

0.24 

1.06d 

0  08 

025.0 

Health  care  B 

26/16 

136 

1  1 

4.31 

48 

55 

44 

40 

34.7 

12 

2.17 

2.17 

2.39 

4.6 

Banks  C 

70/59 

77 

14 

0.00 

0 

9 

69 

15 

107.6 

12 

2.49 

4.87 

2.00 

NM 

Nonbank  fin.  A 

25/19 

127 

12 

7.21 

84 

18 

30 

42 

41.3 

12 

1.60 

1.96 

2.05 

2  9 

Utilities  A 

58/40 

128 

10 

5.03 

51 

40 

52 

18 

60.7 

12 

4  38 

5  24d 

5  18 

9  8 

Nonbank  fin.  B 

46/13 

115 

NM 

0.00 

0 

-57 

59 

51 

168  3 

12 

2.21 

-15.72 

1.72 

34  9 

Utilities  B 

66/34 

190 

NM 

0.31 

DEF 

52 

52 

15 

816 

12 

-14.47 

-4  96 

2  53 

37.6 

Automotive  B 

30/16 

250 

28 

0.00 

0 

57 

72 

34 

102.3 

12 

0.90 

1.00 

1.51 

6.0 

Leisure  C 

26/12 

150 

10 

3.63 

37 

76 

36 

44 

61 ,4 

12 

1.71 

2.13 

2  32 

13 

Banks  C 

17/10 

144 

23 

4.15 

93 

31 

75 

56 

67  3 

08 

085 

0.75 

0  90 

5.6 

Automotive  B 

29/19 

569 

25 

1.52 

38 

31 

39 

36 

4,9 

12 

0,91 

1.05 

1.20 

4  2 

Nonbank  fin.  A 

30/23 

150 

14 

6.97 

99 

22 

23 

35 

58.5 

12 

2.25 

1.91 

2.48 

5.6 

Utilities  A 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMU 

YEAR 
AGO 
RANK 

12 

MONTHS 
SMIl 

CHANGE 
FROM 

% 

12 

MONTHS 
SMH 

CHANGE 
FROM 

12 

MONTHS 

12 

MONTHS 

ON 
INVESTED 

ON 
COMMON 

12 

MONTHS 
SMIl 

CHAN 
F«OI 

'%' 

MANOR  CARE 

940 

653 

868 

15 

37.2 

24 

4.3 

4.0 

9.3 

13.9 

950 

1 

(ilT 

CROMPTON  S  KNOWLES 

940 

733 

450 

15 

35  9 

20 

8,0 

7  7 

21,1 

27.0 

309 

9 

i 

(;.18 

NAVISTAR  INTERNATIONAL 

938 

554 

3520 

-8 

-159.0 

NM 

NM 

NM 

NM 

-56.6 

3443 

-<i 

lilM 

PACIFIC  TELECOM 

938 

490 

724 

6 

89,5 

-6 

12,4 

14.0 

12,3 

15.1 

1686 

-2 

:,  3 

6S0 

PAINEWE6BER  GROUP 

932 

820 

3166y 

6 

150.7 

NM 

4.8 

NM 

NA 

19.8 

20399 

5 

liSl 

BOWATER 

931 

610 

1289 

-7 

45  6 

-48 

3.5 

6,3 

4,2 

4.3 

2780 

21 

3 

1)52 

NEW  PLAN  REALTY  TRUST 

926 

708 

60y 

9 

43,2 

22 

71.8 

64,4 

NM 

9,9 

458 

5C 

2 

{,',:; 

WELLMAN 

923 

667 

806 

-3 

45,3 

-26 

5  6 

7,4 

8  7 

10,9 

865 

-3 

;■  J 

(104 

CADENCE  DESIGN  SYSTEMS 

923 

548 

392 

1 

-21.7 

NM 

NM 

NM 

NM 

-1  1,8 

350 

2 

:  3 

(i55 

AVNET 

922 

534 

1694 

-4 

51.2 

-10 

3.0 

3.2 

5.9 

6.3 

1 175 

C 

.  J 

(ioli 

UNIVERSAL 

920 

857 

2907y 

4 

70.2 

79 

2  4 

1.4 

23.0 

24,1 

1318 

-7 

(137 

NORDSON 

918 

859 

392 

10 

34  7 

19 

8,8 

8.2 

22.2 

21,4 

308 

15 

(i.iX 

KU  ENERGY 

917 

646 

588 

6 

83.6 

4 

14,2 

14  5 

10.7 

14  2 

1426 

C 

(15:1 

FLEETWOOD  ENTERPRISES 

916 

772 

1514 

4 

38  6 

6 

2,6 

2.5 

7  0 

8,4 

934 

16 

L  I 

660 

HARSCO 

908 

705 

1943 

10 

76.5 

6 

3.9 

4.1 

14.8 

16.0 

1060 

7 

■  4 

(Kil 

J.M.  SMUCKER 

908 

717 

480 

7 

33.4 

7 

7.0 

7.0 

16  0 

16.1 

263 

10 

3 

(l(i2 

NOVACARE 

905 

873 

230 

49 

26.4 

57 

1 1.5 

10,9 

18,4 

18.9 

178 

63 

1  3 

m: 

MINNESOTA  POWER 

903 

607 

484 

1 

75,5 

1 

15  6 

15,6 

10,7 

15,1 

1547 

1 

3 

()(i4 

CIPSCO 

900 

643 

722 

3 

77.5 

9 

10.7 

10,2 

8,8 

1  1.8 

1754 

2 

1  ! 

(Kif) 

PEOPLES  ENERGY 

899 

656 

1118 

3 

72.1 

24 

6.4 

5.3 

9,6 

12  3 

1642 

1 

(i(i(; 

SYMANTEC 

897 

917 

184 

67 

16.9 

178 

9.2 

5.5 

NA 

34,4 

93 

65 

I  ) 

(1(17 

FIRST  ALABAMA  BANCSHARES 

896 

654 

659 

8 

78.3 

14 

1 1.9 

1 1.2 

NA 

13,7 

6745 

6 

3 

()(iS 

YORK  INTERNATIONAL 

896 

NR 

1653 

14 

13,0 

219 

0,8 

0.3 

6,8 

929.7 

1206 

18 

ii  3 

()(l!l 

OLD  REPUBLIC  INTERNATIONAL 

OO 

756 

1344a 

8 

120.1 

16 

8,9 

8.4 

10  8 

15.0 

3712 

12 

!  ( 

670 

WILMINGTON  TRUST 

890 

661 

429 

0 

71.9 

7 

16.7 

15.7 

27,2 

20.8 

4061 

6 

1i  S 

(171 

PSI  RESOURCES 

888 

568 

1 122 

1 

29,2 

-77 

2,6 

1 1,5 

4,9 

2,7 

2054 

0 

i  1 

INTERGRAPH 

882 

488 

1 195 

14 

71  1 

14 

5.9 

6,0 

9.7 

9  9 

997 

10 

S  3 

(17:; 

IDAHO  POWER 

879 

579 

483 

4 

57  9 

-16 

12.0 

14  9 

7,7 

9,1 

1774 

6 

1  : 

(174 

UNITED  INVESTORS  MANAGEMENT 

879 

682 

31  1y 

20 

66  8 

12 

21.5 

23,0 

13,4 

15,5 

1240 

27 

(i7r. 

TOSCO 

878 

693 

1980 

-8 

75.4 

-39 

3.8 

5,7 

15,3 

18,6 

970 

2 

'  ; 

(i7(i 

SERVICE  MERCHANDISE 

876 

865 

3400 

-1 

76.1 

25 

2.2 

1.8 

18.0 

499,3 

1807 

-1 

1 

(177 

YELLOW  FREIGHT  SYSTEM 

874 

601 

2344 

2 

26.7 

-59 

1,1 

2  8 

5,8 

5,6 

1098 

-2 

3 

(17,s 

CAESARS  WORLD 

868 

885 

951 

7 

77,6 

116 

8,2 

4  1 

17,2 

23,0 

897 

0 

:  1 

(17!( 

CAIGON  CARBON 

866 

525 

308 

8 

38,1 

-4 

12,4 

13.9 

16,0 

17,4 

305 

21 

680 

GEORGIA  GULF 

864 

810 

838 

-10 

61.5 

-36 

7.3 

10.2 

50.4 

NM 

416 

-9 

(LSI 

BOISE  CASCADE 

863 

542 

3950 

-6 

-79,5 

NM 

NM 

1,8 

NM 

-8,1 

4729 

-1 

liKJ. 

INTEGRA  FINANCIAL 

862 

886 

802 

8 

70.2 

169 

8.8 

3,5 

15.4 

12,6 

8847 

16 

»  3 

(i«:i 

ENQUIRER/STAR  GROUP 

861 

NR 

276 

29 

4,0 

507 

1,4 

0,3 

2  1 

-16 

777 

-3 

'  ! 

(184 

DELL  COMPUTER 

861 

832 

890a 

63 

50.9 

87 

5,7 

5.0 

18.8 

19.9 

470 

in 

*  3 

(isr> 

HAWAIIAN  ELECTRIC  INDUSTRIES 

859 

668 

1084 

7 

61  7 

22 

5.7 

5.0 

6  7 

9.6 

3905 

6 

(iSd 

ALEXANDER  S  ALEXANDER  SERVICES 

859 

530 

1369 

2 

-10.4 

NM 

NM 

4,1 

NM 

-2  6 

2765 

-2 

■ 

(187 

CYPRUS  MINERALS 

859 

595 

1679 

-10 

42,7 

-62 

2  5 

5,9 

3  8 

2.5 

1966 

2 

(188 

UNIVERSAL  FOODS 

856 

577 

843 

4 

58,0 

15 

6.9 

6,2 

14.6 

19.0 

682 

14 

(i8!i 

BIOGEN 

854 

565 

61 

23 

7  2 

-7 

1  1,7 

15,4 

4  7 

3  0 

165 

8 

690 

JOHN  H.  HARLAND 

850 

609 

379 

2 

49,8 

-13 

13.2 

15,4 

NA 

15.6 

352 

1 

!  i 
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lAIION  DIVIDENDS  SHARES  EARNINGS  PER  SHARE  INDUSTRY  GROUP 

1!.«0NIH  PHlCf  INSII                                         ;                ;  ANALYSTS' iSTIMMES 

high;  Asv-Of  roiAi  tuiions  shrs  turn-  1990  1991  1992  vari- 

low  IODIC  PE  VIEID            PAYOUI  RETURN     ■  HOLDING  OUI  OVER  ACTUAL  ACTUAL  EST  ATION 

S  VALUE  RATIO  %  %  %  %  MIL,  %           .        FY  S  S   $  •■•   

29/17  352  22  0.54  12  19  51  38  55.9  05  0.84  1.1  Id  1.34  7.5  HeolthtareC 

48/24  708  27  1.32  36  60  52  24  42  3  12  1.22  1  46  1.75  2  3  Chemicals 

4/2  283  NM  0.00  0  14  45  250  53.9  10  -0.16  -0.77  0  17  123.5  Automotive  A 

34/23  158  10  5  31  56  -17  9  39  7  2  12  2.46  2  27  2,57  13.2  Telecomms.  A 

27/13  144  7  t.72  13  98  51  40  151.3  12  -2.15  3.15  2.59  13.5  Nonbonkfin.  A 

30/19  98  23  4.64  104  13  67  36  88.3  12  2.30  1.15  0  36  127  8  Paper  B 

25/18  212  20  5.92  116  36  17  45  23  1  07  1.01  1  05  1.09  8  3  Housing  B 

30/19  221  21  042  9  31  76  32  113  2  12  190  139  184  8  2  Chemicals 

35/15  500  NM  0.00  0  -11  58  42  136  1  12  1.19  -0.56  121  7.4  Off  ice  equipment  C 

30/23  113  15  2.31  35  -5  86  35  53.8  06  1.57  1.72  1.57  8.9  Services  B  

34/14  315  16  2.86  47  115  59  33  72.9  06  1.11  1.72  2.09  3.8  Consumer  E 

53/24  56o  27  0.94  25  94  20  20  25.7  10  153  177  1.99  3  0  Manufacturing  C 

28/20  161  11  6.43  73  24  22  38  35  6  12  1.97  2.13  2  10  4.8  Utilities  A 

43/23  200  21  2.19  46  67  66  23  92.1  04  1.37  1.91d  2.70  8,9  Leisure  D 

40/24  189  12  3.81  45  43  55  26  52.1  12  2.77  2.91  3.25  12.6  Manufacturing  A 

39/20  439  26  1.24  32  42  23  30  20  7  04  1.08  1  19d  136  2  2  Food  B 

30/14  647  37  0.00  0  67  66  38  152.7  06  0.44  0.64  0  84  4.8  Healthcare  C 

33/26  191  12  6.33  79  19  17  29  30,1  12  2,37  2,46  2  25  6,2  Utilities  A 

28/22  148  13  7.13  89  25  34  34  38  9  12  1.92  2.11  2  18  1.8  Utilities  A 

28/22  157  13  6,65  84  22  37  35  27.9  09  2.07  2.05  2.33  4,7  Utilities  B  

51/20  1825  44  0.00  0  102  76  22  264.5  03  0.47  0.94d  1.29  3.9  Office  equipment  C 

31/22  156  11  3.54  40  26  40  33  57.3  12  2  10  2.38  2  64  1.9  Bonks  C 

36/23  NM  55  0.03  2  NA  16  29  NA  12  0.24  0  56  2  10  NM  Housing  A 

41/24  105  8  1.94  15  64  59  23  30.9  12  4  03  4  95  4  52  3.3  Nonbonkfin.  B 

59/39  257  12  3.28  40  32  26  18  41.9  12  3.80  4.07  4.46  1.1  Banks  A 

19/15  128  46  6  15  286  -2  64  55  83.2  12  2  20  0  35  1.77  4  5  Utilities  A 

32/16  123  13  0.00  0  -14  55  48  230.0  12  128  1.47  159  5  7  Office  equipment  C 

29/24  152  17  7.19  119  6  29  34  20  5  12  191  156  2.09  8  1  Utilities  A 

25/17  204  13  1.30  17  33  NA  38  4.0  12  1.57  1.76  2.02  5  4  Nonbonkfin.  A 

31/18  228  13  2,04  26  51  39  30  116  0  12  3  94b  2.35  2.98  30  9  Fuel  B 

15/7  5751  12  0.00  0  120  66  66  101,2  12  0.93  1.14  1.40  4  3  Retailing 

34/24  184  33  3,02  99  6  72  28  119,2  12  2,31  0,95  187  18  2  Transportation  D 

40/17  257  17  0.00  0  104  78  24  169.6  07  1.52  2.09  2  91  9  6  Leisure  C 

31/18  396  23  0,75  17  -8  44  41  80.9  12  0,98  0  94  108  4  6  Services  C 

29/14  NEG  15  0.00  0  69  49  34  178.1  12  3.07  1.75  2.05  12  2  Chemicals 

29/18  75  NM  2.64  DEF  -2  60  38  85.3  12  1.62  -2  46  -2.13  50  7  Paper  A 

37/18  155  12  3.61  44  82  40  24  38  4  12  1.06  2.89  3.36  3.3  Bonks  A 

22/14  288  45  0  20  9  NA  30  42  NA  03  -1,57  0,46d  1,07  8,4  Publishing/TV  B 

36/20  336  17  0.00  0  38  37  24  726.9  01  1.36  2.11  2.40  4.6  Off  ice  equipment  B 

38/31  150  15  6.22  93  18  21  24  28,3  12  2.02  2.40  2  73  5  1  Utilities  A 

28/18  213  NM  4.76  DEF  -19  67  41  54.2  12  1.35  -0.25  1.11  14.4  Nonbonkfin.  A 

25/18  76  31  3  64  111  5  62  39  87.5  12  2  38  0  72  0  92  83  7  Metals  C 

40/29  281  15  2.63  39  -4  55  27  46.4  09  195  2  18  2.34  2.1  Food  B 

49/25  560  NM  0.00  0  -14  66  31  396,4  12  0,07  0.15  0,31  45.2  Health  core  B 

25/21  266  17  3.87  67  7  60  37  46.6  12  1.52  1.34  1.69  2  4  Office  equipment  A 
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COMPANY 


MARKET  VALUE  SALES 


YEAR 
AGO 
HANK 


MONTHS 
1991 
SMH 


CHANGE 
fSOM 
1990 


PROFITS 

12 

MONTHS 
1991 
SMIL 


CHANGE 
EllOM 
1990 


mii  STEWART  i  STEVENSON  SERVICES 

m  FIRST  VIRGINIA  BANKS 

vm  06DEN  PROJECTS 

699  MARQUETTE  ELECTRONICS 

700  TRANSATLANTIC  HOLDINGS 


832 
832 
832 
829 
829 


759 
758 
626 
NR 
640 


669a 

588 

364 

221 

623 


0 
3 
-1 
NA 
7 


32.1 
69.6 
52.6 
12.0 
70.5 


3 
7 

46 
NA 

14 


4.8 
11.8 
14.4 

5.4 
1  1.3 


4  7 
1 1.4 
9.8 
NA 

10.7 


14.7 
NA 
6.9 
1  1.3 
14.8 


15.7 
13  2 
20.9 
13.4 
14.8 


ASSETS 


MONTHS 
1991 
SMIl 


«91  FIRST  HAVIfAIIAN  850  624              578  7  81.7  14  14.1  13.2  16.3  16.4  6511  18 

W)2  FIRST  EMPIRE  STATE  848  900               851  19  67  2  25  7  9  7.6  16.1  13.0  9171  19 

693  LAFARGE  843  665  1569  -11  -50.4  NM  NM  2.4  NA  -5.8  1836  -2 

694  WASHINGTON  FEDERAL  SAVINGS  i  LOAN  839  nr           283y  0  73  8  17  26  1  22  2  112  19  3  2935  11 

695  STAR  BANC  838  703              659  -1  65.8  1  10.0  9.8  NA  12.1  6646  6 


406 
6119 
2020 

174 
2204 


12 
U 


8 

11 


701  LONGVIEW  FIBRE 

7012  CRANE 

703  INTELLIGENT  ELECTRONICS 

704  WPL  HOLDINGS 

705  COMMERCE  CLEARING  HOUSE 


827 
826 
822 
822 
819 


719 

597 
740 
691 
578 


644 

1303 
2173 
649 
704 


-4 
-9 
42 

5 
-2 


19.1 
45.0 
38.6 
68.7 
31.0 


-62 
-28 
15 
9 

-24 


3.0 
3  5 
18 
10  6 
4.4 


7.4 

4.4 
2  2 
10.2 
5.7 


4.9 

12.5 
14,1 
10.5 
13.2 


5.1 
13  6 
14.1 
14.2 
13.7 


920 
664 
707 
1376 
626 


6 

-7 
60 
9 
2 
12 
16 
4 
-12 
4 
4 
-1 
10 
13 
10 
10 
-5 
0 
34 
57 
6 
13 
3 
9 
8 

-12 
-l| 
-2;l 
1lj 

7. 
-3 

3 

0 
18 
17 


70(>  BOB  EVANS  FARMS 

707  BROOKLYN  UNION  GAS 

708  KEYSTONE  INTERNATIONAL 

709  CONTINENTAL  BANK 

710  UJB  FINANCIAL 


818 
817 
814 
813 
809 


750 
672 
515 
722 
895 


540 
1005 

521 
2301 
1255 


9 
5 
17 

-25 
-7 


37.9 
65.5 
22  8 
-73.0 
22.4 


19 
1 1 
-48 
NM 
NM 


7  0 
6.5 
4  4 
NM 

1.8 


64 

6.2 
9.9 
2.9 
NM 


14.6 
6.8 
9  2 
NA 

NM 


14.7 
9  7 
9.4 

-9.7 
2  6 


309 
1828 

427 
24008 
13378 


711  USAIR  GROUP 

712  SIGNET  BANKING 

713  ROLLINS  ENVIRONMENTAL  SERVICES 

714  COMMUNICATIONS  SATELLITE 

715  EDISON  BROTHERS  STORES 


72(i 
727 
72H 
729 

730 


808 
807 
805 
795 
791 


544 

955 
679 
815 
711 


6514 

1305 
223 
523 

1367a 


14 
14 


-305.3 
-25.7 
25.9 
71  4 
61.3 


NM 
NM 

-7 
NM 
1 


NM 
NM 
1  1.7 

13,7 
4.5 


NM 

2.9 
13.5 
NM 

5.0 


NM 
NA 

13.9 
8  0 

13.9 


-31.6 
-3.6 
14.1 
12,2 
17.0 


716  CENTRAL  FIDELITY  BANKS 

717  CENTEX 

71K  CRESTAR  FINANCIAL 

719  HEALTHCARE  COMPARE 

720  HEALTHSOUTH  REHABILITATION 


791 
790 
790 
790 
789 


964 
782 
741 
NR 
921 


639 
2155y 
1213 
71 

225 


6 

-6 
-4 
68 
25 


60.4 
29.4 
33  8 
12.8 
22  4 


-47 
-45 
131 
73 


9.5 
14 

2  8 
18.0 
9  9 


9.2 
2.4 
4  8 

13.1 
7.2 


21.9 
7.4 
13  2 
23  8 

7.8 


14.5 
5.9 

4,2 
23  8 
8.3 


MENTOR  GRAPHICS 
MAXUS  ENERGY 
FERRO 

HANOVER  INSURANCE 
ALLEGHANY 


783 
783 
782 
779 
777 


684 
574 
861 
753 
748 


400 

791 
1057 
1809a 
1417 


15 
-6 
6 
16 


-61.6 
-1  1.2 
4.8 
49  1 
21  7 


NM 
NM 

-75 
5 

-67 


NM 
NM 

0.5 
2.7 
15 


5  4 

1.1 
1.7 
2.7 
5.3 


NM 

-1.9 
17 
NA 
4.0 


-23  0 
NM 
NA 
5.8 
3  1 


6683 
11239 

261 
1393 
843 


6806 
2011 
1 1828 
70 
472 


721  MERCANTILE  BANKSHARES  786  707  512  4             NA  NA  NA  14.3  NA  13.5  5183 

722  KANSAS  CITY  SOUTHERN  INDUSTRIES  785  864  6i0y  I6  45  7  10  7  5  7  8  9  6  11  5  1114 

72:1  LOUISIANA  LAND  &  EXPLORATION  785  487  825y  -6  20  9  -62  2  5  63  NA  4  7  1222 

724  NATIONAL  FUEL  GAS  785  676  875  1  54  8  12  6  3  5  6  9  5  9  8  1680 

725  WASHINGTON  WATER  POWER  784  683  567  2  70.6  -2  12.5  13.0  8.1  11.5  1522 


446 
1452 

672 
3488 
4539 


731  VARIAN  ASSOCIATES 

732  LANCE 

733  ENSERCH 

734  APPLIED  MATERIALS 

735  EQUITABLE  RESOURCES 


774 

774 
774 
773 
772 


628 
652 
462 
809 
649 


1366 
450 

2835 
661 
680 


5 
1 
1 

15 
3 


52.7 
377 
19.1 
28  4 
64.2 


214 

-18 
-77 
4 
9 


3.9 
8  4 
0  7 
4.3 
9.4 


1.3 
10  3 
2  9 

4.7 
8.9 


1 1.3 
15.9 
5.3 
8  3 
10.5 


12.3 
15  9 
0,7 
8  4 
11.7 


875 
300 

3166 
674 

1375 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAGE  211 


UATION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

<T  12M0NIH 
£  HIGH/ 
E  low 

s 

PRICE 
AS%OF 
BOOK 
VAIUE 

n 

RATIO 

*IEID 

PAYOUT 

RETURN 

% 

INSTI 
TUTIONS 
HOtDING 

OUT 
MIL 

OVER 

FY 

1990 
ACTUAL 
$ 

1991 
ACTUAL 
$ 

ANALYSTS' ESTIMATES 
1992  VART 
ESI  ATION 

s  % 

'  31/23 

171 

10 

3.92 

41 

18 

33 

32 

39  3 

12 

2.45 

2.55 

2.84 

2.5 

Banks  D 

130/63 

171 

14 

1  27 

17 

106 

38 

7 

23  6 

12 

7-9 1 

9  32 

10.97 

1 ,7 

Banks  A 

16/10 

96 

NM 

2  02 

DEF 

3 

14 

57 

15.1 

12 

0.97 

-0.90 

0.52 

55.8 

Housing  A 

28/19 

219 

12 

3.12 

38 

32 

39 

33 

61.8 

09 

1,91 

2  11 

2.43 

2  9 

Nonbank  fin.  C 

29/20 

156 

13 

3.45 

45 

23 

37 

29 

21.0 

12 

2.23 

2.24 

2.38 

1.3 

Banks  B 

67/33 

405 

24 

0.58 

14 

52 

63 

15 

222.7 

01 

1 .97 

2.35d 

2.81 

5.0 

Manufacturing  C 

AQ/27 

158 

12 

3.60 

43 

47 

29 

21 

24  3 

12 

3.05 

3.25 

3.48 

2  6 

Banks  C 

26/19 

331 

16 

0.00 

0 

10 

6 

38 

22  8 

12 

0  99 

1 .40 

1.39 

2  9 

Utilities  A 

)  24/18 

930 

NA 

0.00 

0 

NA 

2 

42 

NA 

04 

0.64 

N  A 

NA 

NM 

Health  care  D 

40/29 

174 

12 

0.66 

8 

20 

43 

23 

20.6 

12 

2.71 

3.09 

3  24 

4.3 

Nonbank  fin.  B 

>  17/10 

220 

50 

2.50 

125 

34 

31 

52 

39.4 

10 

1.13 

0.32 

0.81 

14.8 

Containers  B 

30/20 

249 

NA 

2.86 

NA 

19 

48 

31 

47.8 

12 

1  -94b 

NAd 

1.89 

5.3 

Manufacturing  A 

30/9 

300 

21 

0.00 

0 

64 

65 

36 

604.2 

10 

1 .05 

1.11 

1.30 

5  4 

Office  equipment  A 

33/24 

180 

13 

6.05 

77 

30 

14 

27 

20.9 

12 

2.23 

2.43 

2.33 

3.0 

Utilities  A 

I  27/16 

362 

26 

2.98 

79 

-8 

34 

35 

29.4 

12 

1.15 

0.89 

0.98 

7.1 

Publishing/TV  B 

28/17 

319 

21 

1.07 

23 

54 

33 

31 

90,8 

04 

1  07 

1.23d 

1  39 

3,6 

Leisure  A 

31/27 

129 

13 

6.72 

89 

10 

29 

28 

30  8 

09 

2.14 

2. 1  8 

2.40 

2.5 

Utilities  B 

35/23 

335 

37 

2.65 

97 

-19 

55 

34 

79  3 

12 

1  3 1 

0  66 

1.30 

3.8 

Manufacturing  A 

17/8 

72 

NM 

3.97 

DEF 

39 

41 

54 

148  9 

12 

0.95 

-2.03 

1.82 

20  9 

Banks  B 

19/9 

103 

39 

3.40 

133 

118 

30 

46 

45.8 

12 

-0. 1 7 

0.45 

1.08 

15.7 

Banks  A 

25/7 

73 

NM 

0.00 

0 

-18 

60 

46 

195.4 

12 

-10.89 

-7.62 

-2.12 

81.1 

Transportation  A 

)  31/12 

113 

NM 

2.68 

DEF 

133 

26 

27 

75.9 

12 

1 .56 

-0.95 

2.80 

15  0 

Bonks  C 

14/8 

436 

31 

0.67 

21 

16 

39 

60 

95  9 

09 

0.46 

0.43 

0.52 

5.8 

Services  C 

42/25 

133 

1 1 

3.35 

37 

54 

76 

19 

82  5 

12 

-0.87 

3.75 

3  28 

2.7 

Telecomms.  A 

'  45/28 

219 

13 

3.05 

38 

25 

49 

22 

49.6 

01 

2.78 

2.94d 

3.49 

7.7 

Retailing 

)  39/18 

189 

13 

3.09 

40 

110 

34 

22 

46.2 

12 

2.47 

2.80 

3  08 

2.3 

Bonks  C 

!  55/33 

160 

24 

0.76 

18 

53 

77 

15 

97.3 

03 

2.83 

2.19d 

3.29 

11.9 

Housing  B 

)  26/15 

105 

25 

3  27 

82 

49 

39 

32 

89  7 

12 

1 .87 

0-98 

1  60 

13  1 

Bonks  C 

)  44/12 

1475 

67 

0.00 

0 

203 

58 

24 

272.1 

12 

0.23 

0.50 

0.80 

6.3 

Nonbank  fin.  A 

!  37/18 

294 

33 

0.00 

0 

45 

94 

28 

81.7 

12 

0.71 

0.86 

1.08 

6.5 

Health  core  C 

)  29/22 

148 

11 

3.31 

37 

24 

38 

30 

31.4 

12 

2.32 

2  34 

2.50 

2.4 

Bonks  A 

)  75/42 

199 

17 

1  60 

28 

77 

47 

10 

68.5 

12 

3-95 

4.3 1 

4,73 

7  2 

Transportation  6 

)  44/25 

176 

38 

3.60 

135 

-32 

72 

28 

66.2 

12 

1.94 

0.74 

0.87 

40  2 

Fuel  B 

)  26/22 

140 

1  6 

5.78 

90 

1  6 

22 

3  1 

22  6 

09 

1.83 

1  63 

1  90 

5,8 

Utilities  B 

J  34/30 

147 

13 

7.57 

95 

19 

12 

24 

35.4 

12 

2.78 

2.61 

2.80 

1-1 

Utilities  A 

)  22/12 

293 

NM 

1.33 

DEF 

23 

74 

44 

235.5 

12 

0.53 

-1.43 

0.51 

25-5 

Office  equipment  C 

J  11/6 

NEG 

NM 

000 

0 

-14 

59 

103 

131  6 

12 

-0.38 

-0.52 

0  39 

94-9 

Fuel  B 

45/22 

333 

NM 

1  56 

800 

91 

58 

19 

1 16.8 

12 

0.83 

0.08 

2  45 

7  3 

Chemicals 

3  43/27 

93 

16 

1.17 

19 

28 

80 

21 

20.6 

12 

2.58 

2.36 

2.06 

27.2 

Nonbank  fin.  B 

I  122/91 

112 

36 

0.00 

0 

33 

55 

6 

10.4 

12 

10.43 

3.40 

8.65 

NM 

Nonbank  fin.  A 

50/31 

180 

14 

0.79 

1 1 

4 

79 

19 

142.2 

09 

0.64 

2.95 

2.84 

6.0 

Electrical  B 

5  28/21 

325 

20 

3.56 

73 

8 

35 

31 

37  3 

12 

1  46 

1.21 

1.41 

5  7 

Food  B 

2  21/10 

111 

NM 

6.74 

1 143 

-34 

73 

65 

69.0 

12 

1.03 

0.07 

0.62 

50.0 

Utilities  B 

5  47/23 

229 

30 

0.00 

0 

47 

78 

17 

322  7 

10 

2.00 

1.52 

2  06 

6  8 

Manufacturing  C 

7  42/35 

141 

12 

4  16 

50 

8 

56 

21 

36.5 

12 

2.82 

3.08 

3.10 

6.5 

Utilities  B 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MASGINS 

HEIUSN 

ASSETS 

SMIl 

YEAH 
AGO 
RANK 

12 

MONTHS 
1991 

SMIl 

CHANGE 
FeOM 

1990 

12 

MONTHS 
1991 

SMlt 

CHANGE 
FSOM 

1990 

12 

MONTHS 
1991 

12 

MONTHS 

1990 

ON 
INVESTED 
CAPITA! 

ON 
COMMON 

EQUITY 

12 

MONTHS 
1991 

SMIL, 

CHANG 
FtOM 
1990 

7:)6 

DIEBOLD 

771 

814 

506 

6 

35.7 

32 

7.1 

5.7 

9.1 

9.3 

536 

3 

7:!7 

ROUSE 

771 

556 

574y 

8 

2  4 

NM 

0  4 

NM 

NM 

NM 

2622 

8 

738 

USF&G 

769 

630 

4172 

-5 

-144.0 

NM 

NM 

NM 

NM 

-22.7 

14456 

4 

7:t9 

TIMKEN 

766 

631 

1647 

-3 

-35.7 

NM 

NM 

3  2 

NM, 

-3.5 

1759 

-3 

740 

KAISER  ALUMINUM 

766 

NR 

2001 

-5 

108.4 

-49 

5.4 

10.2 

14.7 

20.4 

2085 

NA 

741 

SOTHEBY'S  HOLDINGS 

766 

651 

251o 

-46 

22.3 

-83 

8.9 

27  8 

NA 

9  8 

556 

-15 

742 

LEGGETI  &  PLAIT 

759 

775 

1082 

-1 

39.4 

34 

3.6 

2  7 

9.4 

12.2 

656 

-3 

743 

TOPPS 

757 

641 

286 

-1 

55-5 

9 

19.4 

176 

1  15.7 

124.9 

129 

9 

liA 

FIRST  SECURITY 

756 

927 

707 

1 

59.6 

30 

8.4 

6.5 

NA 

10.5 

7015 

8 

745 

TIFFANY 

753 

663 

492 

8 

31.8 

-13 

6.5 

8,0 

13,1 

16  5 

395 

29 

746 

JACOBS  ENGINEERING  GROUP 

752 

920 

1026 

10 

21.4 

35 

2.1 

1.7 

18.8 

18.8 

277 

3 

747 

CONTINENTAL  MEDICAL  SYSTEMS 

751 

NR 

491 

65 

22.6 

64 

4  6 

4  6 

12  2 

10.8 

381 

50 

- 

748 

CENTURY  COMMUNICATIONS 

749 

731 

294 

15 

-80.6 

NM 

NM 

NM 

NM 

NM 

1333 

9 

74H 

QUALITY  FOOD  CENTERS 

746 

825 

395 

14 

20.6 

30 

5.2 

4,6 

27.9 

25  5 

116 

25 

750 

IBP 

745 

493 

10388 

2 

1.4 

-97 

0.0 

0.5 

3.7 

0.3 

1450 

-5 

751 

VANGUARD  CELLULAR  SYSTEMS 

742 

837 

69 

8 

-32  7 

NM 

NM 

NM 

NM 

-63.3 

256 

8 

752 

WAUSAU  PAPER  MILLS 

742 

NR 

357 

4 

34  7 

71 

9.7 

5.9 

23.5 

24.7 

237 

8 

753 

PORTLAND  GENERAL 

742 

618 

890 

4 

-7  8 

NM 

NM 

13  3 

2  4 

-2.8 

2726 

6 

754 

AMETEK 

742 

806 

715 

8 

38.0 

2 

5  3 

5.7 

NA 

18.7 

597 

-3 

755 

TOOTSIE  ROLL  INDUSTRIES 

741 

878 

208 

7 

26  5 

18 

12  8 

11,6 

17  8 

17,8 

183 

10 

756 

OUESTAR 

741 

671 

632 

18 

64.0 

1 1 

10.1 

10  7 

10.6 

13,3 

1220 

6 

757 

PUBLIC  SERVICE  CO.  OF  NEW  HAMPSHIRE 

740 

NR 

746o 

13 

-73.7 

NM 

NM 

NM 

NM 

-  1  1,7 

2610 

6 

758 

BRIGGS  &  SIRATTON 

738 

896 

971 

-3 

43.9 

5 

4.5 

4.2 

14,1 

15.2 

659 

2 

759 

AFFILIATED  PUBLICATIONS 

738 

677 

393 

-27 

-66.9 

NM 

NM 

4  5 

NM 

-32,4 

493 

-3 

760 

ATLANTA  GAS  LIGHT 

735 

678 

969 

1 

46.7 

-3 

4.8 

5.0 

9.7 

9,9 

1481 

4 

7(il 

FINGERHUT 

733 

818 

1428 

14 

53  6 

12 

3  8 

3.8 

15.1 

15  7 

737 

37 

762 

FIRST  TENNESSEE  NATIONAL 

732 

933 

756 

2 

63.8 

33 

8.4 

6.5 

19,3 

14.9 

7904 

18 

763 

HOME  SHOPPING  NETWORK 

732 

855 

1079 

3 

-8.5 

NM 

NM 

2  8 

-8  5 

-4.8 

583 

3 

IM 

CABOT 

731 

621 

1467 

-7 

42.7 

6 

2.9 

2.6 

7.3 

10,0 

1571 

-14 

( 

765 

ROCHESTER  GAS  S  ELECTRIC 

730 

738 

853 

3 

58  0 

-3 

6.8 

7,2 

7  6 

8.6 

1954 

5 

76fi 

GENSIA  PHARMACEUTICALS 

730 

NR 

5o 

NA 

-25  1 

NA 

NM 

NA 

NM 

-47.9 

65 

54 

767 

MIRAGE  RESORTS 

728 

899 

894o 

17 

27.0 

-3 

3.0 

3,7 

9  9 

9  3 

1280 

6 

768 

SPIEGEL 

728 

541 

1976 

-1 

16.9 

-73 

0.9 

3.1 

4  6 

3  8 

1725 

-1 

76<l 

EXABYTE 

875 

234 

37 

32  2 

17 

13  8 

16,2 

32  2 

32,3 

150 

49 

770 

JWP 

622 

3594 

27 

60.3 

2 

1.7 

2.1 

10.8 

13.9 

2281 

54 

771 

VAISPAR 

918 

642 

1  1 

29  3 

14 

4.6 

4  4 

17,9 

19,5 

310 

2 

); 

772 

BANPONCE 

826 

927 

46 

64.6 

2 

7.0 

10.0 

NA 

10.5 

8780 

-2 

773 

ACUSON 

481 

336 

19 

58,5 

22 

17  4 

16,9 

215 

21,5 

336 

35 

774 

LONGS  DRUG  STORES 

655 

2366 

1 

55.4 

-7 

2.3 

2.6 

13.0 

13  6 

659 

5 

SENSORMAIIC  ELECTRONICS 

892 

274 

29 

27.8 

28 

10.1 

10,2 

7.3 

1  1,6 

435 

52 

776 

ADOLPH  COORS 

603 

1917 

4 

23  9 

-39 

1.2 

2.1 

NA 

2.1 

1952 

16 

IMMUNEX 

698 

53 

71 

0.8 

NM 

1.5 

NM 

NM 

0  4 

254 

110 

778 

ARGONAUT  GROUP 

699 

517 

-15 

84.4 

-6 

16  3 

14.7 

15  2 

15.2 

1946 

-1 

77!t 

TECUMSEH  PRODUCTS 

834 

1  197 

-9 

42.5 

199 

3,6 

1,1 

6  4 

6  1 

1056 

0 

■  1 

780 

AMAX  GOLD 

606 

128 

-14 

21  2 

-25 

16.5 

18.9 

15.2 

15.4 

198 

26 
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UATION  DIVIDENDS  SHARES  EARNINGS  PER  SHARE  INDUSTRY  GROUP 

II          12-MONIH  PIICE                           ■  INSII                                             ;  ANAIYSTS' ESTIMATES 

E            HIGH/  AS%Of  TOTAl  TUTIONS  SHIS  TURN-        :                          '990            1991  1992  VABI- 

lOW  lOOK  P-E  YIEtD  PAYOUT  REIUIIN  HOIDING  OUT  OVER  ACTUAl         ACTUAl  EST  ATION 

S  vAtuf  HATio  %  %  y.  %  m  %       '     n             S           S  5  % 

61/38  201  21  2.90  62  56  77  13  59.5  12  2.05       2.70  2.94  5.1  Otfice  equipment  A 

22/14  NEG  NM  3.75  1200  1  43  48  517  12  -0.07       0.05  1.34  9.0  Housing  B 

13/6  96  NM  2.19  DEF  4  24  84  121.2  12  -5.71  -2.15  0  84  67.9  Nonbank fin.  B 

30/21  75  NM  3.90  DEF  3  56  30  40  5  12  1.85  -1.21  0  84  23  8  Manufacturing  C 

15/9  144  7  0.37  2  NA  13  57  NA  12  4.27       2.03  0.69  71.0  Metals  A 

15/10  339  47  4.00  188  10  21  51  39.8  12  1.66       0.32d  0.75  57.3  Services  E 

48/28  234  19  2.05  40  40  55  18  41.9  12  1.67       2.22  2.67  5.2  Consumer  B 

20/12  1705  14  1.50  21  5  30  47  172.4  02  1.15        1.15d  1.32  3.8  Publishing/TV  B 

35/18  133  12  2.97  37  75  51  24  50.5  12  2.03b     2.51  2  88  2.4  Banlcs  D 

58/41  392  24  0.58  14  3  61  16  121.8  01  2.34       2.01  2.49  6.4  Retailing 

37/17  661  38  0.00  0  70  36  23  54.4  09  0.64       0.86  1.06  4.7  Services  A 

30/13  360  38  0.00  0  60  59  34  93  6  06  0.41        0.59  0.78  7.7  Health  care  C 

13/7  NEG  NM  0.00  0  37  16  73  8.0  05  -1.10  -l  .OOd  -1.03  NM  Publishing/TV  A 

42/25  922  37  0.00  0  55  27  19  68.8  12  0.83        1.06  1.27  3  2  Food  C 

26/13  154  NM  3.81  2000  -32  51  47  145.2  12  1.01       0.03  1.14  10.5  Food  B 

33/18  1437  NM  0.00  0  34  39  25  123.5  12  -1.42  -1.44  0  91  34  1  Telecomms.  A 

57/19  529  24  0.69  17  161  42  15  79.4  08  1.05       2.01  2.46  2.0  Paper  B 

19/13  102  NM  7.50  DEF  -3  38  46  49  8  12  2.17  -0.43  1.51  13.2  Utilities  A 

17/12  365  19  4.03  78  47  46  44  33.1  12  0  85       0.87  1.02  2.9  Electrical  C 

82/43  496  28  0.35  10  65  25  10  13.7  12  2.27       2.67  3  00  NM  Food  B 

25/18  155  12  5.40  63  7  67  39  44.5  12  1.46       1.63  1.68  6.0  Utilities  B 

55/17  110  NM  0.00  0  -57  35  37  60.3  12  -73.46  -1.41d  0  00  NM  Utilities  A 

53/27  256  20  3.14  64  74  75  14  77.2  06  2.45       2.52  3.20  13.8  Manufacturing  C 

12/8  357  NM  2.29  DEF  2  47  70  42  1  12  0.35  -0.95  0  28  214  Publishing/TV  B 

38/30  159  15  6.63  99  11  21  24  25.5  09  2.02       2.07  2.29  3.9  Utilities  B 

36/21  215  15  1.01  15  59  84  23  71.5  12  196       2.14  2.46  2.4  Retailing 

49/24  171  11  3.89  45  102  44  16  109.5  12  3.01        4.04  4.57  2.4  Banks  C 

9/4  412  NM  0.00  0  74  24  87  68.1  08  0  35  -0.11  0  40  NM  Retailing 

40/28  187  24  2.59  62  24  60  18  30.5  09  2.73        1.69  2.80  4.3  Chemicals 

24/19  124  14  7.38  105  19  40  32  37.9  12  1.72       1.60  1.99  6.0  Utilities  A 

47/9  1390  NM  0.00  0  280  49  19  440.4  12  -0.80  -1.2 Id  0  87  8.0  Health  core  B 

37/22  251  16  0.00  0  43  47  22  156  5  12  1.57       2.07d  2  67  8.2  Leisure  C 

21/11  164  42  2.57  109  -6  8  52  19.0  12  1.18       0.33  0.89  13.5  Retailing 

41/13  729  24  0.00  0  97  67  20  461.2  12  1.32        1.51  194  6  2  Office  equipment  C 

23/13  166  12  0.00  0  -15  54  40  118.7  12  1.56       1.54  1.71  1.8  Services  E 

70/38  482  26  1.08  28  83  64  11  22.5  10  2.45       2.53  3.06  2.0  Housing  A 

26/17  117  11  3.33  37  50  21  30  29.6  12  3.15       2.15  NA  NM  Banks  C 

i        40/20  265  13  0.00  0  -44  62  35  141.4  12  133        1.59  159  8.8  Health  care  D 

44/33  177  13  3.06  40  1  38  20  34.1  01  2.94       2.71  3.01  6.0  Healthcare  A 

31/15  301  24  1.15  28  65  71  28  128.2  05  0.90       1.09d  1.33  1.5  Electrical  B 

24/17  64  30  2.61  78  -7  27  37  95.6  12  1.05       0.64  1.47  12.2  Consumer  C 

68/37  337  NM  0.00  0  10  69  15  783  8  12  -110       0.05  0.44  59  1  Health  care  B 

33/22  129  9  2.52  22  8  27  26  21.8  12  3  25       3.16  3.17  3.8  Nonbankfin.  B 

I      130/86  102  17  2.46  41  47  78  5  213  12  2  59       7.77  13.50  NM  Housing  A 

I        16/10  516  28  0.82  23  -20  9  73  13.8  12  0.47       0.35  0.28  50.0  Metals  C 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIL 

YEAR 
AGO 
RANK 

12 

MONIHS 

Sun 

CHANGE 
FROM 

12 

MONTHS 
1991 
SMIL 

CHANGE 
FROM 
1990 

12 

MONTHS 
1991 

12 

MONTHS 
1990 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQLIITY 

12 

MONTHS 
1991 
SMIL 

CHA( 
FRC 
191 

\ 

 . 

781 

VALLEY  NATIONAL 

710 

941 

1132 

-1 

34.6 

361 

3.1 

0.7 

8.5 

6.6 

10652 

3} 

782 

JONES  APPAREL  GROUP 

710 

NR 

334 

16 

30,8 

65 

9.2 

6.5 

38  8 

42  8 

123 

N, 

i! 

78:! 

ASSOCIATED  COMMUNICATIONS 

709 

791 

43a 

28 

-8.7 

NM 

NM 

30.9 

NA 

-30.4 

67 

19 

78-1 

MICRON  TECHNOLOGY 

709 

743 

457 

32 

15.0 

NM 

3  3 

NM 

3  4 

3.0 

710 

n 

785 

AMERICAN  WATER  WORKS 

708 

767 

633 

11 

76.4 

28 

12.1 

10.5 

9.2 

12.4 

2241 

2! 

78(i 

AMERICAN  POWER  CONVERSION 

708 

NR 

94 

58 

15  6 

67 

16  7 

15.8 

39  5 

42.2 

58 

6 

787 

FEDERAL  SIGNAL 

707 

788 

467 

6 

31.0 

1  1 

6.6 

6.4 

19.3 

18.8 

341 

3i 

78« 

ROLLINS 

705 

784 

476 

9 

31.5 

15 

6  6 

6.3 

30.0 

300 

205 

789 

MERCANTILE  BANCORPORATION 

704 

891 

776 

2 

66.6 

17 

8.6 

7.5 

15.0 

12.2 

8089 

[  ■ 

790 

PUGET  SOUND  BANCORP 

702 

947 

500 

3 

49  1 

6 

9,8 

9.5 

15.2 

14.7 

4884 

1 

791 

MNC  FINANCIAL 

699 

994 

2194 

-32 

-70.2 

NM 

NM 

NM 

NM 

-7.1 

17438 

-3. 

1 

79L! 

COMMERCE  BANCSHARES 

698 

880 

594 

-1 

59  8 

4 

10,1 

9  6 

NA 

11.8 

6765 

■  3 

79:3 

AUTODESK 

694 

444 

285 

20 

57.8 

2 

20,3 

23  9 

NA 

21.9 

328 

21 

6 

794 

J.B.  HUNT  TRANSPORT  SERVICES 

694 

845 

733 

26 

29,5 

-2 

4  0 

5.2 

9.4 

14.2 

520 

1i 

3 

795 

RPM 

692 

723 

501 

0 

30.9 

0 

6.2 

6.1 

8.5 

14.3 

522 

3 

!  21 

79n 

SOUTHLAND 

692 

NR 

77  Ma 

-3 

-38.7 

NM 

NM 

NM 

NM 

NM 

2741 

-: 

797 

MITCHELL  ENERGY  S  DEVELOPMENT 

691 

635 

864a 

16 

48.8 

19 

5.6 

5.5 

6.6 

78 

2216 

2 

79K 

QUANTUM 

691 

689 

1074 

50 

49.6 

-26 

4.6 

9  3 

19.5 

17.7 

496 

i< 

799 

AMERICAN  MEDICAL  HOLDINGS 

690 

NR 

2452 

-2 

3.7 

NM 

0.2 

NM 

1.7 

0.7 

3128 

-11 

800 

BERGEN  BRUNSWIG 

688 

521 

496  ly 

9 

56.1 

-13 

1.1 

1.4 

9.9 

13.9 

1492 

:  ! 

801 

ROYAL  APPLIANCE  MFG. 

687 

NR 

273 

128 

27.4 

299 

10.0 

5.7 

NA 

NA 

121 

9< 

i  1 

802 

USLIFE 

686 

804 

1383 

12 

74  9 

9 

5.4 

5.6 

8  4 

7.7 

5153 

1i 

;  i 

803 

VICOR 

684 

NR 

56 

51 

11.2 

121 

20.2 

13.8 

17.8 

18.2 

78 

is: 

804 

MORRISON  KNUDSEN 

683 

697 

1980y 

16 

35.1 

-4 

18 

2  1 

8  0 

95 

1034 

i 

■■  4 

805 

VALHI 

683 

588 

766 

0 

20.1 

-73 

2.6 

9.6 

7.7 

5.2 

1177 

-bt 

1 

80tj 

CONSOLIDATED  STORES 

682 

NR 

753 

14 

20.1 

342 

2.7 

0.7 

11.7 

13.1 

343 

807 

ALBERTO-CULVER 

681 

662 

930 

15 

31.5 

-14 

3.4 

4.5 

9.5 

12.1 

562 

35 

i  ' 

XOK 

SPRINGS  INDUSTRIES 

681 

841 

1890 

1 

27.1 

NM 

1.4 

NM 

5,2 

4,8 

1251 

L 

809 

U.S.  SHOE 

679 

768 

2737a 

-1 

-28.8 

NM 

NM 

19 

NM 

-5,7 

1177 

-7 

!  1 

810 

CHRIS-CRAFT  INDUSTRIES 

678 

637 

284 

-5 

58.3 

-80 

20.5 

98.0 

6,0 

5.6 

2017 

; 

811 

INLAND  STEEL  INDUSTRIES 

677 

644 

3404 

-12 

-275.1 

NM 

NM 

NM 

NM 

-24.3 

2698 

-f 

812 

WABAN 

675 

890 

2784 

16 

30.0 

63 

11 

0  8 

7  2 

7.7 

786 

3(! 

'  ! 

813 

JENNY  CRAIG 

674 

NR 

444 

NA 

38.6 

NA 

8.7 

NA 

NA 

NM 

117 

N/» 

814 

lES  INDUSTRIES 

671 

922 

662 

6 

46.8 

-43 

7,1 

13.3 

7,6 

9.6 

1449 

; 

815 

PHM 

668 

NR 

12Uy 

5 

42,6 

43 

3.5 

2.6 

NA 

12.7 

3753 

-IC 

i  3 

810 

WATTS  INDUSTRIES 

668 

773 

384 

19 

34.2 

17 

8  9 

9,1 

9,6 

13.4 

452 

4? 

'  i 

817 

CABLEVISION  SYSTEMS 

668 

752 

603 

7 

-227.2 

NM 

NM 

NM 

NM 

NM 

1502 

-IC 

3 

81« 

TRINOVA 

667 

660 

1681 

-14 

-184  1 

NM 

NM 

2  3 

NM 

-49  1 

1070 

-19 

■  ! 

819 

WASHINGTON  GAS  LIGHT 

666 

762 

705 

3 

47.2 

1 1 

6.7 

6,2 

9.0 

10.7 

1 119 

i 

820 

CENTRAL  BANCSHARES  OF  THE  SOUTH 

665 

979 

572 

12 

59  4 

21 

10,4 

9  5 

23  9 

15,1 

6122 

25 

821 

A.H.  BELO 

665 

764 

432 

-2 

12.4 

-58 

2.9 

6.7 

NA 

5,4 

746 

8 

822 

IOWA-ILLINOIS  GAS  8  ELECTRIC 

665 

790 

513 

0 

54.4 

-2 

106 

10.8 

6  9 

1 1,3 

1544 

8 

■  ! 

823 

UNION  BANK 

663 

650 

1633 

-3 

93.5 

-36 

5.7 

8  7 

NA 

9,2 

17474 

7 

1  ! 

824 

MERCHANTS  NATIONAL 

659 

NR 

537 

-6 

5.8 

-63 

1.1 

2  8 

NM 

18 

5806 

C 

i  4 

825 

STANHOME 

658 

632 

710 

5 

45.1 

-12 

6.3 

7.6 

21.4 

20.2 

419 

7 

1 
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ATION 

DIVIDENDS 

SHARES 

:  EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

12M0NIH 
HIGH/ 

low 

S 

PRICE 
AS  %  OF 
BOOK 
VAIUE 

PS 

RAIIO 

YIEID 

% 

PAYOUT 

% 

lOIAl 
RETURN 

% 

INSTI- 
TUTIONS 
HOIDING 

SHRS, 
OUT 
MIL 

TURN- 
OVER 

FY 

1990 
ACTUAL 

5 

1991 
ACTUAl 

S 

ANALYSTS' ESTIMATES 
1992  VARL 
EST  ATION 

S  % 

35/18 

136 

20 

0.00 

0 

91 

64 

21 

359.3 

12 

0.38 

1 .72 

2.27 

23.8 

Banks  D 

32/14 

880 

23 

0,00 

0 

NA 

27 

25 

NA 

12 

1 .27 

1  25 

1  -55 

1  9 

Consumer  A 

19/13 

2481 

NA 

0.00 

0 

36 

22 

37 

13-5 

12 

0  29 

N  A 

NA 

NM 

Telecomms.  A 

22/n 

143 

NM 

0.27 

38 

26 

37 

38 

267.1 

08 

0  1 3 

0  1 3 

0.81 

38  3 

Electrical  D 

29/18 

126 

10 

4.02 

41 

25 

49 

31 

25.6 

12 

1  85 

2  27 

2.40 

2.9 

Utilities  A 

38/9 

1912 

48 

0.00 

0 

278 

46 

22 

366.7 

12 

0.43 

0.69 

0.93 

9.7 

Electrical  A 

35/22 

429 

23 

2.03 

47 

32 

49 

23 

57.6 

12 

1  22 

1  35 

1 .54 

2.6 

Manufacturing  A 

30/21 

670 

22 

2.02 

45 

35 

43 

24 

22.6 

12 

1  16 

1  n 

1 .51 

1 .3 

Services  E 

41/27 

129 

10 

3.66 

36 

52 

45 

18 

86.5 

12 

3  50 

3  85 

4.19 

1 .7 

Banks  B 

36/20 

210 

13 

2.87 

38 

35 

34 

19 

75.1 

12 

2  60 

2  75 

2.93 

1 .7 

Banks  D 

9/3 

64 

NM 

0.00 

0 

150 

14 

87 

89.4 

12 

-5  23 

-0  89 

-1.16 

84.5 

Banks  A 

39/24 

138 

12 

2.04 

24 

57 

37 

19 

28.4 

12 

3  02 

3  1 7 

3  35 

2.1 

Banks  6 

62/23 

263 

12 

1.71 

21 

-44 

68 

25 

471.7 

01 

JU 

Z.J  1 

1 .65 

1 1 .5 

Office  equipment  C 

32/18 

333 

23 

0.94 

22 

44 

32 

23 

48.5 

12 

1  28 

1  28 

1 .65 

6.1 

Transportation  D 

24/18 

319 

19 

3.06 

59 

14 

41 

31 

69.7 

05 

1  03 

1  1 5d 

1 .28 

3.1 

Housing  A 

3/1 

NEG 

NA 

0.00 

0 

NA 

NA 

410 

28.1 

12 

-15  10 

NA 

NA 

NM 

Food  C 

21/14 

110 

16 

'2.71 

43 

-10 

20 

47 

21.8 

01 

1  01 

0  93d 

1.1 1 

13.5 

FuelB 

18/9 

246 

18 

0.00 

0 

1  1 

54 

42 

529.3 

03 

1  xo 
1  .or 

U.Vou 

1  44 

1 1  8 

Office  equipment  B 

13/5 

122 

NM 

0.00 

0 

86 

30 

77 

35.6 

08 

NR 

NA 

NM 

Health  core  C 

26/16 

170 

12 

2  18 

27 

-23 

60 

37 

117.7 

08 

1  46 

1  50 

1.34 

6.0 

Health  care  A 

62/17 

5379 

25 

0.00 

0 

NA 

33 

13 

NA 

12 

u.y  J 

Z.I/ 

2.78 

1.1 

Consumer  B 

48/34 

71 

9 

3.64 

34 

31 

58 

15 

53.7 

12 

4.// 

4  96 

4  0 

Nonbankfin.  B 

46/10 

1107 

58 

0.00 

0 

248 

19 

21 

157.9 

12 

0.27 

0.57 

0.86 

5.8 

Electrical  D 

61/39 

184 

18 

3.35 

62 

-10 

61 

14 

120,5 

12 

2  90 

2  60 

3  07 

8  5 

Services  A 

10/5 

177 

33 

3.33 

111 

-19 

4 

114 

3.2 

12 

0  65 

0  18 

0.40 

NM 

Conglomerates 

15/4 

444 

34 

0.00 

0 

277 

65 

46 

152.2 

01 

U.  1  K) 

0  44 

0  60 

8.3 

Retailing 

32/21 

262 

24 

0.96 

23 

-18 

19 

28 

19.8 

09 

1 .30 

1  .Uo 

1 .39 

1.4 

Consumer  D 

39/24 

120 

25 

3  10 

78 

45 

41 

18 

39.5 

12 

-0,39 

1 ,53 

2  63 

9  9 

Manufacturing  D 

17/10 

133 

19 

3.47 

64 

45 

66 

45 

111.5 

01 

—0  6 1 

v.o  1  a 

1.26 

13.5 

Retailing 

32/24 

66 

12 

0.00 

0 

-11 

48 

25 

23.8 

12 

11.11 

2.22 

2.20 

NM 

Publishing/TV  A 

26/17 

54 

NM 

0.00 

0 

-1 

79 

31 

69.7 

12 

-1 .41 

—9.88 

-1.19 

131.1 

Metals  B 

26/14 

174 

23 

0.00 

0 

62 

73 

29 

183  2 

01 

0,64 

1 .01 

1.28 

70 

Retailing 

34/22 

NM 

19 

2.04 

39 

NA 

NA 

28 

NA 

06 

NA 

1,29 

NA 

NM 

Services  E 

29/26 

145 

15 

7.60 

114 

8 

16 

24 

22.1 

12 

4,10 

1,85 

2,26 

8,4 

Utilities  A 

32/12 

200 

16 

0.43 

7 

99 

48 

24 

69.2 

12 

1.18 

1.71 

2.07 

9.7 

Housing  B 

54/42 

262 

20 

0.57 

12 

16 

51 

14 

56.4 

06 

2.18 

2.43 

2.59 

1.5 

Manufacturing  A 

37/22 

NEG 

NM 

0.00 

0 

17 

40 

22 

28.2 

12 

-12.36 

-9.55d 

-7.37 

NM 

Publishing/TV  A 

28/15 

178 

NM 

2.88 

DEF 

-2 

62 

28 

75  3 

12 

1.51 

-652 

0  75 

44,0 

Manufacturing  A 

35/28 

155 

15 

6.32 

92 

22 

23 

20 

26.2 

09 

2.51 

2.28 

2.62 

2.3 

Utilities  B 

32/17 

174 

1 1 

2.89 

33 

99 

28 

22 

395 

12 

2  34 

2.70 

3  00 

2.7 

Banks  C 

39/24 

289 

54 

1.47 

80 

27 

46 

19 

37.7 

12 

1.55 

0.65 

1.15 

7.0 

Publishing/TV  B 

26/20 

150 

13 

6  99 

93 

24 

16 

27 

29  1 

12 

1.99 

1.86 

2  08 

3.4 

Utilities  A 

27/17 

72 

8 

6.83 

53 

3 

81 

32 

10.1 

12 

4.23 

2.64 

3.89 

9.0 

Banks  D 

45/17 

201 

NM 

2.70 

300 

169 

52 

15 

84.8 

12 

1,07 

0.40 

3.09 

9,1 

Banks  B 

45/31 

294 

15 

2.77 

42 

-15 

73 

20 

88.5 

12 

2.55 

2.21 

2.77 

6.5 
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ITES  TO  TABLES  APPEAR  ON  PAGES  162-163 

THE  1992  BUSINESSWEEK  1000  155 


The  Business  Week  looo 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIl 

YEAR 
AGO 
■  ANK 

12 

MONTHS 
1991 
SMIl 

CHANGE 
flOM 
1990 

12 

MONTHS 
1991 
SMll 

CHANGE 
FHOM 
1990 

12 

MONTHS 
1991 

12 

MONTHS 
1990 

ON 
INVESTED 
CAPITAI 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1991 
SMIl 

CHAh 
FRO 
19! 

% 

826 

U.S.  BIOSCIENCE 

655 

755 

3 

NM 

-6.5 

NM 

NM 

NM 

NM 

-7.1 

97 

14 

827 

COMDISCO 

654 

527 

2200y 

10 

81.0 

-1 

3.7 

4  1 

67 

12.3 

5148 

828 

BEVERLY  ENTERPRISES 

654 

692 

2301 

9 

29.2 

125 

1.3 

0.6 

6.5 

5.5 

1673 

829 

INB  FINANCIAL 

651 

902 

643 

-2 

48.1 

18 

7.5 

6.2 

14.7 

10.4 

6556 

830 

CONSOIIDAIED  FREIGHTWAYS 

649 

760 

4082 

-3 

-40.4 

NM 

NM 

NM 

NM 

-9.7 

2285 

- 

831 

LEE  ENTERPRISES 

644 

710 

339 

14 

29.6 

-33 

8.7 

14.7 

11,1 

15.7 

468 

832 

TRINITY  INDUSTRIES 

644 

81 1 

1206 

-7 

21.6 

-31 

1.8 

2.4 

5.9 

6.3 

951 

- 

833 

MICHIGAN  NATIONAL 

639 

NR 

1097 

-1 1 

50.1 

4 

4.6 

3.9 

NA 

6.7 

10650 

- 

834 

ROCKEFELLER  CENTER  PROPERTIES 

638 

669 

123y 

0 

38.3 

3 

31.1 

30.2 

NA 

6.9 

1473 

- 

835 

HON  INDUSTRIES 

638 

769 

608 

-8 

32.9 

-24 

5.4 

6.5 

19.1 

22.8 

281 

836 

PACING  NETWORK 

636 

NR 

166 

41 

-9.3 

NM 

NM 

NM 

NM 

NM 

178 

i 

837 

DANAHER 

636 

727 

837y 

-1 

13.3 

-63 

1.6 

4.2 

4.2 

4.2 

735 

- 

838 

THERMO  INSTRUMENT  SYSTEMS 

633 

829 

339 

19 

24.8 

31 

73 

6.6 

7.8 

11.5 

498 

3; 

839 

COMMUNITY  PSYCHIATRIC  CENTERS 

633 

359 

393 

5 

45  3 

-46 

1 1,5 

22.2 

8.8 

9.2 

572 

840 

PACIFICARE  HEALTH  SYSTEMS 

633 

NR 

1339 

26 

29.8 

73 

2.2 

1.6 

18.7 

27.9 

475 

71 

841 

DIAMOND  SHAMROCK 

631 

737 

2576 

-5 

37.1 

-52 

1.4 

2.9 

7.5 

8.4 

1222 

842 

XILINX 

629 

822 

130 

56 

22.8 

71 

17.5 

16.0 

21.4 

22.1 

138 

3 

1 

843 

BATTLE  MOUNTAIN  GOLD 

628 

749 

170 

19 

-1.2 

NM 

NM 

11.2 

NM 

0.4 

523 

1. 

844 

GRUMMAN 

628 

828 

403  8y 

0 

99.3 

16 

2.5 

2.1 

10.8 

10.4 

2470 

f 

845 

GENETICS  INSTITUTE 

627 

785 

83 

104 

-10.7 

NM 

NM 

NM 

NM 

-9.7 

192 

; 

846 

BP  PRUDHOE  BAY  ROYALTY  TRUST 

626 

724 

93a 

34 

92.1 

35 

99.6 

99,3 

NM 

19.5 

473 

- 

S  3 

847 

AST  RESEARCH 

621 

639 

827 

41 

70.2 

34 

8.5 

9,0 

20,5 

21,6 

515 

4 

; 

848 

FRED  MEYER 

620 

991 

2703 

9 

45.2 

35 

1.7 

1,4 

NA 

13.5 

973 

■  ! 

849 

BWIP  HOLDING 

619 

NR 

430 

14 

31,2 

18 

7  3 

7,0 

19,0 

23.9 

332 

850 

CML  GROUP 

618 

NR 

402 

29 

29.9 

65 

7.4 

5.8 

26.7 

32.9 

191 

'  1 

851 

BECKMAN  INSTRUMENTS 

618 

836 

858 

5 

38.1 

5 

4.4 

4.4 

11,8 

1 1.1 

712 

il  2 

852 

NEVADA  POWER 

617 

732 

539 

12 

35.2 

41 

65 

5.2 

NA 

6.9 

1314 

85:! 

LINEAR  TECHNOLOGY 

616 

NR 

107 

29 

20.7 

49 

19  3 

16  6 

19,7 

20.2 

134 

2 

854 

OEA 

616 

NR 

90 

8 

13.3 

24 

14.8 

12.9 

15.7 

15.7 

95 

1 

855 

MEDITRUST 

614 

954 

1 13y 

27 

37.9 

31 

33  6 

32  5 

NM 

10  6 

919 

2 

856 

ATLANTIC  SOUTHEAST  AIRLINES 

613 

NR 

222 

19 

32.5 

28 

14.6 

13.6 

12.8 

22.8 

375 

1 

857 

T.  ROWE  PRICE  ASSOCIATES 

613 

977 

205y 

21 

30.4 

45 

14,8 

12.3 

22,7 

24.1 

180 

1 

=  5 

858 

CLAYTON  HOMES 

611 

NR 

342 

16 

33.2 

45 

9.7 

7.8 

10,8 

15.2 

486 

2 

1  I 

859 

SBARRO 

611 

757 

210y 

10 

21.8 

7 

10.4 

10  7 

20  1 

20.1 

159 

2 

5 

860 

CYPRESS  SEMICONDUCTOR 

610 

696 

287 

27 

34.2 

3 

11.9 

14.8 

11.4 

11.4 

375 

2 

<  ! 

861 

BB&T  FINANCIAL 

608 

884 

594 

6 

60.2 

12 

10  1 

96 

14.3 

12.7 

6229 

2 

1 

862 

HEILIG-MEYERS 

608 

NR 

487y 

11 

24.2 

16 

5,0 

4.7 

9  8 

9.4 

586 

1 

'  3, 

863 

RYAN'S  FAMILY  STEAK  HOUSES 

608 

943 

299 

9 

23.3 

-3 

7  8 

8  8 

13  7 

13  6 

238 

1 

■ 

864 

BALLARD  MEDICAL  PRODUCTS 

607 

NR 

41 

28 

10.4 

52 

25,6 

21.5 

29.0 

29.0 

41 

5 

••  ! 

865 

FILENE'S  BASEMENT 

606 

NR 

444a 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

193 

2 

^  J 

866 

CENTRAL  MAINE  POWER 

604 

850 

867 

11 

59.1 

21 

6.8 

6.3 

9.3 

11.1 

1567 

! 

867 

VALUE  CITY  DEPARTMENT  STORES 

603 

NR 

639y 

15 

27.1 

61 

4,2 

3.0 

22  7 

22  8 

263 

N, 

868 

OVERSEAS  SHIPHOLDING  GROUP 

603 

728 

419y 

5 

55.1 

-1 

13,1 

14.0 

7.2 

7.4 

1539 

'•  'i 

869 

CALMAT 

602 

765 

373y 

-12 

18.9 

-38 

5,1 

7  2 

4  9 

4  9 

553 

870 

WISCONSIN  PUBLIC  SERVICE 

601 

774 

624 

6 

54.2 

It 

8.7 

8.3 

9.3 

14.0 

1074 

■  !! 
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lATION  DIVIDENDS  SHARES  :  EARNINGS  PER  SHARE  INDUSTRY  CROUP 


I2.M0NIH  met  INSIl  ■  ANALYSTS' iSTIMATiS 

HIGH/  AS%OF  TOIAl         TUIIONS        SHRS  TURN-  1990  1991  1992  VARI- 

LOW  !00K  P-E  YlflO  PAYOUT  RETURN        HOLDING        OUT  OVER  ACTUAL         ACTUAL  EST  ATION 


$ 

VALUE 

RATIO 

% 

% 

MIL 

% 

FY       '            S                S                  S  % 

44/13 

707 

NM 

0.00 

0 

9 

48 

39 

198.6 

12 

-0.15 

-0.18 

0.16 

100.0 

Health  care  6 

27/16 

99 

8 

1.65 

13 

-26 

51 

41 

49.2 

09 

1  99 

2.03 

2,2 1 

2,7 

Office  equipment  C 

12/7 

128 

24 

0.00 

0 

-5 

70 

74 

153.2 

1 2 

0.19 

0.37 

0.55 

9.1 

Health  care  C 

39/23 

141 

NA 

3.40 

NA 

62 

36 

18 

54.7 

1 2 

2.23b 

NAd 

3  06 

2.0 

Banks  B 

20/10 

119 

NM 

0.00 

0 

-4 

71 

35 

117.2 

1 2 

-1.16 

-1 .52 

0.83 

59.0 

Transportation  D 

32/20 

341 

21 

2.73 

56 

-2 

35 

23 

22.1 

09 

1 .82 

1 .35 

1 .55 

NM 

Publishing/TV  B 

32/23 

187 

27 

2.62 

71 

33 

75 

21 

75.1 

03 

1 .42 

1.1 2d 

2.08 

26.4 

Transportation  C 

48/20 

86 

13 

4  58 

60 

130 

48 

15 

114.4 

1 2 

3.21 

3.36 

4.42 

7.9 

Banks  B 

20/14 

115 

17 

11.29 

188 

-5 

19 

38 

45.3 

12 

1 .01 

1 .02 

0.85 

NM 

Housing  B 

21/15 

442 

19 

1.87 

35 

9 

25 

33 

19.3 

1 2 

1 .30 

1 .02 

1,17 

3.4 

Office  equipment  A 

26/16 

NEG 

NM 

0.00 

0 

NA 

18 

27 

NA 

12 

-0.03 

-0.33 

0.42 

NM 

Telecomms.  A 

25/18 

20 1 

48 

0.00 

0 

23 

31 

28 

38.1 

1 2 

1 .34 

0,47 

1  43 

1 8.9 

Manufacturing  B 

26/18 

293 

24 

0.00 

0 

13 

12 

29 

28.9 

12 

0.74 

0.92 

1.14 

4.4 

Electrical  C 

40/1 1 

129 

14 

2.64 

37 

-59 

59 

46 

234.4 

1 1 

1 .80 

0.98 

0.99 

23.2 

Health  care  C 

63/22 

592 

25 

0.00 

0 

149 

26 

11 

289.0 

09 

1 .48 

2.20 

2.83 

8.5 

Healtti  core  C 

27/18 

143 

16 

2.36 

37 

-4 

68 

29 

63  9 

12 

3.04 

1 .39 

2  25 

8.0 

Fuel  B 

33/18 

609 

28 

0.00 

0 

58 

57 

23 

364.0 

03 

0.70 

1  .OOd 

1 .26 

5.6 

Electrical  D 

1 1/6 

200 

NM 

1.27 

DEF 

10 

33 

80 

109,0 

1 2 

0.21 

-0.02 

0  08 

112  5 

Metals  C 

20/14 

68 

7 

5.30 

35 

34 

32 

33 

39.2 

1 2 

2.48 

2.88 

2.74 

8.8 

Aerospace 

33/25 

397 

NM 

0.00 

0 

NA 

NA 

24 

NA 

1 1 

-2.04 

-1 .05 

0.17 

288.2 

Health  care  B 

33/27 

132 

8 

11.94 

99 

18 

50 

21 

47.7 

12 

3.57 

3.54d 

3.32 

5.4 

Fuel  B 

33/15 

191 

10 

0.00 

0 

-14 

41 

31 

763.8 

06 

1 .43 

2.13 

2  23 

4.0 

Office  equipment  B 

29/15 

185 

15 

0.00 

0 

71 

28 

23 

71.3 

01 

1 .37 

1 .80 

2.06 

4.9 

Retailing 

27/13 

475 

18 

0.15 

3 

NA 

25 

24 

NA 

12 

0.89 

1  38 

1 .82 

3.3 

Manufacturing  C 

42/15 

681 

26 

0.05 

1 

176 

61 

16 

170.2 

07 

1 .06 

1 .52 

1 .78 

3.4 

Retailing 

23/15 

180 

16 

1.31 

21 

20 

68 

29 

51,0 

12 

1.26 

1.32 

1.55 

2  6 

Electrical  C 

22/17 

133 

18 

8  42 

152 

-4 

12 

32 

71.1 

12 

0.78 

1 ,05 

1 .54 

5.8 

Utilities  A 

45/15 

602 

38 

0.00 

0 

157 

78 

17 

159  3 

06 

0.67 

0  96 

1 .31 

1 .5 

Electrical  D 

37/13 

730 

51 

0.33 

17 

147 

27 

20 

87.6 

07 

0.47 

0.60 

0.72 

1 .4 

Aerospace 

31/20 

171 

15 

8.97 

137 

42 

55 

23 

63.4 

12 

1 .57 

1 .75 

1 .84 

4.3 

Health  care  C 

39/17 

429 

19 

1.33 

25 

86 

51 

17 

163.3 

12 

1.45 

1.91 

2.32 

9.1 

Transportation  A 

50/24 

485 

21 

1,69 

35 

94 

48 

14 

62  8 

12 

1.42 

2  04 

2,42 

2.1 

Nonbank  fin.  A 

24/11 

280 

25 

0.00 

0 

58 

63 

27 

121.2 

06 

0.70b 

0.92 

1,05 

4.8 

Housing  B 

50/32 

563 

28 

0.00 

0 

4 

45 

14 

68  4 

12 

1.52 

1,61 

2,06 

1,5 

Leisure  A 

25/13 

204 

19 

0.00 

0 

-11 

74 

38 

186.3 

12 

0.87 

0.85 

0,99 

16,2 

Electrical  D 

26/18 

129 

10 

3.67 

36 

35 

24 

25 

58.4 

12 

2.37b 

2.44 

2,62 

0,8 

Banks  C 

33/17 

237 

22 

1.01 

23 

83 

81 

19 

57.0 

02 

1.32 

1.42d 

1.63 

2.5 

Consumer  B 

13/7 

355 

26 

000 

0 

67 

57 

53 

175.6 

12 

046 

0.44 

056 

3  6 

Leisure  A 

35/13 

1699 

68 

0.13 

8 

163 

37 

19 

141.4 

09 

033 

0.47 

0.62 

3.2 

Health  care  D 

37/15 

683 

39 

0.00 

0 

NA 

50 

20 

NA 

01 

NR 

0.80d 

1.01 

2.0 

Retailing 

23/17 

125 

11 

7.75 

86 

19 

23 

30 

44.8 

12 

1.68 

1.82 

1.90 

3.7 

Utilities  A 

25/9 

508 

17 

0.00 

0 

NA 

21 

31 

NA 

07 

0.65 

1.16 

1.02 

8.8 

Retailing 

22/17 

80 

11 

3.29 

36 

8 

46 

33 

20.8 

12 

1.63 

1.67 

1.61 

16.8 

Transportation  D 

29/19 

156 

32 

2.46 

79 

12 

38 

23 

20  2 

12 

1.08 

0  81 

1.35 

17  8 

Housing  A 

29/24 

166 

12 

6.48 

76 

13 

25 

23 

31.9 

12 

2.00 

2.23 

2.21 

3.6 

Utilities  A 

OTES  TO  TABLES  APPEAR  ON  PAGES  142  163 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

1 

SMIl 

VEAI 
AGO 
HANK 

12 

MONTHS 
1991 

SMIL 

CHANGE 
FROM 
1990 

% 

12 

MONTHS 
1991 
SMIL 

CHANCE 
FROM 
1990 

% 

12 

MONTHS 
1991 

% 

12 

MONTHS 
1990 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1991 
SMIL 

ch; 

FR 

1^ 

871 

TELEFLEX 

601 

879 

483y 

9 

29.8 

4 

6.2 

6.4 

12.6 

14.5 

435 

872 

APACHE 

597 

713 

357y 

31 

34.6 

-14 

9  7 

14.8 

5  9 

8.1 

1200 

873 

ALLIANCE  PHARMACEUTICAL 

597 

NR 

1 

0 

-20.9 

NM 

NM 

NM 

NM 

-20.7 

104 

IC 

874 

ITEL 

597 

751 

1728a 

-6 

-65.8 

NM 

NM 

NM 

NA 

-16.4 

3162 

875 

MCCLATCHY  NEWSPAPERS 

595 

776 

427 

1 

23.7 

-10 

5.6 

6.3 

6.9 

7.3 

477 

876 

STANDARD  FEDERAL  BANK 

595 

NR 

874y 

-4 

65.8 

64 

7.5 

4.4 

9.2 

12,5 

9514 

877 

KAUFMAN  S  BROAD  HOME 

593 

968 

1221 

-1 1 

26.5 

-34 

2.2 

2.9 

7.5 

11.0 

1373 

-1 

878 

W.R.  BERKLEY 

591 

797 

541 

1 

46.6 

29 

8.6 

6.7 

10.7 

115 

1526 

879 

HARNISCHFEGER  INDUSTRIES 

589 

729 

1554 

-10 

61.5 

-11 

4.0 

4.0 

10.4 

10.3 

1493 

- 

880 

M.A.  HANNA 

588 

739 

1 146 

3 

-16.7 

NM 

NM 

3.7 

NM 

-4.7 

1033 

- 

881 

PITTSTON 

588 

695 

1946y 

4 

-28.8 

NM 

NM 

2.5 

NM 

-9.1 

1240 

882 

FOUNDATION  HEALTH 

587 

NR 

1024 

7 

35.6 

121 

3,5 

1.7 

NA 

37.2 

263 

883 

MCN 

587 

831 

1276 

6 

36.0 

6 

2.8 

2.8 

8.8 

11.6 

1517 

884 

PICTURETEL 

586 

NR 

78 

1 1 1 

4.0 

NM 

5.2 

NM 

3.3 

3.4 

145 

41 

885 

LEUCADIA  NATIONAL 

582 

NR 

835a 

24 

26.1 

-63 

3.1 

10.4 

5.4 

8.7 

4404 

8 

886 

SYNOVUS  FINANCIAL 

581 

777 

488 

21 

40.5 

13 

8.3 

8.9 

12.0 

13.7 

4070 

3 

887 

NEUTROGENA 

580 

912 

239 

13 

22.1 

60 

9.3 

6.6 

20,8 

20.8 

159 

1 

888 

PHH 

580 

838 

1997 

0 

47.7 

-5 

2.4 

2,5 

NA 

1 1.8 

4358 

889 

CATEllUS  DEVELOPMENT 

580 

NR 

145 

-33 

5.0 

-93 

3.5 

31.9 

5.4 

3.5 

1173 

1 

890 

VERIFONE 

579 

NR 

188 

21 

18.7 

54 

10.0 

7.8 

12.0 

12.2 

189 

2 

891 

WALLACE  COMPUTER  SERVICES 

578 

771 

482 

6 

36.1 

-8 

7.5 

8.6 

10.1 

10.9 

444 

1 

892 

FIRST  BRANDS 

577 

766 

997 

-5 

38.6 

-8 

3  9 

40 

10,4 

15.0 

805 

893 

CENTRAL  NEWSPAPERS 

576 

819 

420 

-3 

25.9 

-8 

6.2 

6.6 

8.9 

9.1 

389 

894 

OCTEL  COMMUNICATIONS 

575 

NR 

175 

24 

19.5 

18 

11.1 

1 1.6 

12.5 

12,5 

179 

2 

895 

INTERNATIONAL  DAIRY  QUEEN 

575 

808 

287 

2 

27.9 

5 

9.7 

9.4 

19.6 

28.9 

175 

896 

HOLNAM 

573 

688 

979 

-9 

-95  1 

NM 

NM 

NM 

NM 

-17.1 

1611 

897 

TERADYNE 

572 

NR 

509 

1 1 

18.3 

NM 

3.6 

NM 

7.3 

6.2 

421 

898 

CHURCH  &  DWIGHT 

570 

852 

485 

13 

26  5 

14 

5,5 

5,4 

19.2 

19.8 

237 

-1 

899 

MARVEL  ENTERTAINMENT  GROUP 

570 

NR 

115 

42 

16.5 

204 

14  4 

6,7 

27.6 

38.4 

100 

N 

900 

PIC  N'  SAVE 

569 

NR 

545a 

NA 

31.8 

NA 

5,8 

NA 

12,7 

15.6 

387 

- 

901 

MERRY-GO-ROUND  ENTERPRISES 

567 

623 

732a 

24 

39.2 

13 

5.4 

5.8 

NA 

19.7 

335 

3 

902 

SIERRA  PACIFIC  RESOURCES 

565 

824 

469 

0 

46.3 

-4 

9,9 

10.2 

7,8 

9,8 

1369 

903 

NATIONAL  PRESTO  INDUSTRIES 

564 

NR 

162 

27 

36.7 

26 

22.7 

22.9 

16,5 

16,7 

254 

904 

NERCO 

564 

619 

920 

1 1 

83  1 

4 

90 

9.7 

10  7 

13  7 

2144 

3 

905 

MEDIA  GENERAL 

564 

794 

586 

-5 

-62.1 

NM 

NM 

4.2 

NM 

-30.8 

762 

- 

906 

BROAD 

563 

NR 

814y 

2 

46  8 

18 

5  8 

5.0 

66 

112 

1 1836 

1 

907 

WESTMARK  INTERNATIONAL 

563 

NR 

505 

4 

21.4 

31 

4.3 

3,4 

6.9 

6.8 

453 

1 

9(J8 

MORRISON 

562 

NR 

999y 

7 

28.9 

42 

2,9 

2  2 

NA 

15.0 

355 

909 

STRUCTURAL  DYNAMICS  RESEARCH 

562 

853 

146 

23 

17.9 

35 

12,2 

11,2 

21.6 

21.6 

134 

2 

9t0 

FISHER-PRICE 

561 

NR 

638 

4 

17.3 

NM 

2.7 

NM 

NA 

78 

468 

1 

911 

H.B.  FULLER 

560 

NR 

853 

8 

27.7 

31 

3.2 

2.7 

NA 

13,3 

509 

912 

DOMINION  BANKSHARES 

559 

NR 

1030 

-7 

206 

NM 

2  0 

NM 

NM 

3  5 

971 1 

913 

LAWTER  INTERNATIONAL 

559 

888 

153 

2 

26.5 

13 

17.3 

15.6 

NA 

23,9 

171 

1 

914 

GOULDS  PUMPS 

559 

823 

567 

2 

31,3 

2 

5.5 

5,5 

13  3 

14  3 

396 

915 

LANDS'  END 

557 

948 

641a 

1 1 

23.4 

44 

3.6 

2.8 

NA 

20.8 

274 

4 
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UAIION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

11  12.M0NIH 
I  HIGH/ 

s 

«ICE 
AS%Of 

VAIU! 

8ATI0 

% 

F*rou 

lOIAl 
RETURN 

INSTI. 
TUTtONS 
HOIDING 

SHRS 
MIL 

TURN- 
OVER 

FY 

1990 
ACTUAL 
S 

1991 
ACTUAL 
i 

ANALYSIS' ESTIMATES 
1992  VARI, 
EST  ATION 
5  % 

)  40/26 

293 

20 

1.10 

23 

43 

51 

17 

27.6 

12 

1.73 

]77 

2.1 1 

2.4 

Aerospace 

21/12 

140 

17 

2.20 

37 

-13 

59 

47 

98  9 

12 

0.90 

0,76 

0.80 

27  5 

Fuel  B 

44/9 

593 

NM 

0.00 

0 

300 

30 

18 

251  5 

06 

-0.94 

-1,24 

0.80 

51.3 

Health  care  B 

20/13 

136 

23 

0.00 

0 

45 

91 

32 

104,1 

12 

-0.82 

0.80d 

0  62 

40.3 

Conglomerates 

23/15 

182 

25 

0.96 

24 

11 

11 

29 

9.6 

12 

0.93 

0.83 

1.02 

3.9 

Publishing/TV  B 

>  21/9 

113 

9 

2  29 

21 

118 

78 

31 

83,1 

12 

1  30 

2  11 

2  64 

4,5 

Nonbank  fin.  C 

25/9 

247 

26 

1.45 

38 

60 

54 

29 

149  2 

1  1 

1.25 

0,80 

1,46 

10,3 

Housing  B 

36/24 

146 

13 

0.97 

12 

16 

68 

18 

76,7 

12 

NA 

2,61 

3,01 

4,3 

Nonbank  fin.  B 

)  23/17 

99 

10 

2  00 

19 

5 

76 

29 

73,4 

10 

2.18 

2.08 

1,84 

9,2 

Manufacturing  C 

>  27/20 

155 

NM 

2.52 

DEF 

17 

64 

23 

42,6 

12 

2.03 

-0.75 

1.68 

10.7 

Chemicals 

)  21/15 

186 

NM 

1.27 

DEF 

-7 

54 

37 

77.7 

12 

1.24 

-0.77 

1.60 

3.8 

Fuel  A 

37/13 

621 

23 

0.00 

0 

117 

70 

19 

2405 

06 

0.92 

1  33 

1  72 

4,1 

Health  care  C 

>  25/20 

168 

16 

7.37 

116 

14 

40 

26 

35,8 

12 

1.38 

1.42 

2.15 

3.7 

Utilities  B 

>  53/20 

490 

NM 

0.00 

0 

133 

62 

13 

334  1 

12 

-0.07 

0,29 

0,80 

8  8 

Telecomms.  A 

52/23 

195 

20 

0.00 

0 

126 

18 

11 

12.1 

12 

5.35 

2.57d 

3.09 

NM 

Nonbank  fin.  A 

'  19/15 

196 

16 

2,42 

38 

19 

8 

33 

10,0 

12 

1,05 

1,12 

1.31 

3.8 

Banks  C 

28/15 

545 

27 

1.01 

28 

54 

24 

27 

75,8 

10 

0,65 

0,80 

0.91 

2.2 

Consumer  D 

1  37/26 

143 

12 

3.49 

41 

26 

78 

17 

48,5 

04 

2  78 

2,93d 

3.17 

2  8 

Transportation  C 

15/8 

401 

43 

0.00 

0 

-6 

23 

54 

29.2 

12 

0,39 

0,25d 

0.10 

NM 

Housing  B 

i  28/12 

376 

32 

0.00 

0 

102 

34 

22 

246  6 

12 

0,55 

0.82 

1.05 

2.9 

Office  equipment  A 

S  29/19 

174 

16 

2.10 

33 

3 

67 

22 

44.9 

07 

1,86 

1.63 

1.79 

3.4 

Office  equipment  A 

'  35/21 

225 

12 

0.15 

2 

23 

83 

22 

128  2 

06 

2,40 

2  21 

1  97 

6  6 

Manufacturing  A 

>  23/17 

203 

22 

1.84 

41 

18 

26 

27 

7.8 

12 

1.07 

0.98 

1,17 

10.3 

Publishing/TV  B 

!  37/17 

370 

33 

0,00 

0 

89 

52 

17 

323  2 

06 

1.04 

1  00 

119 

5  0 

Telecomms.  A 

!  26/14 

594 

21 

0.00 

0 

13 

37 

26 

52.1 

11 

0.97 

1.05 

1.19 

3.4 

Leisure  A 

1  6/4 

103 

NM 

0.00 

0 

-17 

1 

135 

0.9 

12 

-0.24 

-0.71 

NA 

NM 

Housing  A 

3  20/9 

194 

31 

0.00 

0 

94 

77 

31 

87.7 

12 

-0.71 

058 

1  09 

6.4 

Electrical  C 

3  33/21 

426 

21 

1  28 

27 

42 

48 

20 

39  4 

12 

1,13 

1,34 

1 ,44 

1,4 

Consumer  D 

1  33/9 

1323 

35 

0.00 

0 

NA 

16 

24 

NA 

12 

NR 

0.68 

1.12 

3  6 

Publishing/TV  B 

P  23/10 

278 

17 

0.00 

0 

90 

71 

31 

277.0 

01 

0.52 

1.09d 

1,34 

3.0 

Retailing 

22/9 

284 

20 

0.50 

10 

-25 

52 

53 

181.2 

01 

0.73 

0.54d 

0,77 

13.0 

Retailing 

2  24/22 

132 

13 

8  27 

105 

12 

12 

25 

30,4 

12 

1.93 

1  75 

1,97 

5,6 

Utilities  A 

7  77/41 

257 

15 

3.51 

54 

77 

50 

7 

46,3 

12 

3  94 

4  98 

4,63 

16,6 

Consumer  B 

i  23/14 

93 

7 

4,45 

30 

-26 

14 

39 

14,3 

12 

2.05 

2.12 

1  20 

43,3 

Fuel  A 

2  23/17 

279 

NM 

2.03 

DEF 

4 

57 

26 

29.3 

12 

0.98 

-2.39 

0.77 

19.5 

Publishing/TV  B 

3  21/8 

134 

14 

1.12 

15 

122 

55 

32 

103  0 

09 

1,02 

1  32 

2.38 

3.4 

Nonbank  fin.  A 

7  63/30 

180 

27 

0.00 

0 

78 

84 

10 

379,5 

12 

1,61 

2.09 

2.57 

7  8 

Health  care  D 

i  37/\7 

293 

18 

1.88 

33 

102 

38 

16 

135  2 

05 

1,61 

1,93d 

2  26 

4.0 

Leisure  A 

1  30/15 

677 

35 

0.00 

0 

42 

73 

27 

146,1 

12 

0,49 

0.60 

0.75 

2.7 

Office  equipment  C 

7  40/22 

251 

NM 

0.00 

0 

NA 

46 

15 

NA 

06 

NR 

0.1 7d 

1.84 

11,4 

Leisure  D 

1  72/35 

269 

20 

1.01 

21 

89 

55 

9 

150.0 

11 

2.30 

3.00 

3.54 

3.1 

Chemicals 

5  16/7 

101 

29 

3  03 

88 

1 1 1 

22 

39 

68  7 

12 

-1  02 

0.50 

0  84 

27.4 

Banks  C 

3  14/9 

505 

21 

3.11 

66 

37 

45 

43 

35,6 

12 

0.55 

0.61 

0.70 

1.4 

Chemicals 

7  29/19 

255 

18 

2  98 

53 

10 

63 

21 

1 13,3 

12 

1  49 

1.51 

1.63 

3,1 

Manufacturing  C 

0  35/16 

495 

22 

0.67 

15 

84 

17 

19 

35.6 

01 

0.75 

1.34d 

1,57 

10.2 

Retailing 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

,1 

$Mll 

VEAI 
AGO 
RANK 

12 

MONTHS 
1991 
SMIL 

CHANGE 
FROM 
1990 

12 

MONTHS 
1991 
SMll 

CHANGE 
FROM 
1990 

12 

MONTHS 
1991 

12 

MONTHS 
1990 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1991 
SMIL 

CHAN 
FROt 
1991 
% 

silt) 

MARK  IV  INDUSTRIES 

554 

NR 

1123 

29 

28.5 

14 

2.5 

2.9 

9.0 

8.8 

1041 

t 

;ii7 

CARDINAL  DISTRIBUTION 

554 

868 

1506 

39 

22  5 

43 

15 

1.5 

9  8 

10.7 

633 

52 

918 

STAPLES 

551 

NR 

547 

83 

7.9 

117 

1.5 

1.2 

5.5 

5.8 

280 

38 

AMSCO  INTERNATIONAL 

549 

NR 

405 

21 

28  4 

65 

7.0 

5.1 

14.1 

14  4 

326 

13 

920 

DIACNOSTEK 

547 

NR 

278y 

33 

11.2 

57 

4.0 

3.4 

7.6 

7.3 

212 

82 

(121 

DEXTER 

543 

742 

938 

3 

-7.1 

NM 

NM 

46 

-0.5 

-2.3 

784 

3 

!I22 

MASCO  INDUSTRIES 

542 

937 

1467 

-6 

-9.0 

NM 

NM 

NM 

NM 

-5.8 

2080 

-3 

!)2:f 

EASTERN  ENTERPRISES 

541 

700 

993 

5 

29.4 

-54 

3.0 

6  7 

5  6 

5,7 

1 199 

5 

H24 

CATX 

536 

714 

989y 

14 

82.7 

0 

8.4 

9.5 

9.2 

11.7 

3500 

6 

925 

TRANSCO  ENERGY 

533 

536 

2739 

-1 1 

-158.4 

NM 

NM 

1.6 

NM 

-36.1 

4682 

10 

926 

HECHINGER 

531 

NR 

1608 

15 

26.1 

12 

16 

1.7 

5.2 

5.1 

934 

13 

927 

UNITED  MISSOURI  BANCSHARES 

531 

990 

397 

-3 

NA 

NA 

NA 

9.1 

NA 

10  4 

4692 

10 

928 

ARMCO 

531 

817 

1595 

-8 

-336.5 

NM 

NM 

NM 

NA 

-46.3 

2093 

-13 

929 

FLOWERS  INDUSTRIES 

530 

842 

838 

1 

24.0 

-24 

2  9 

3  8 

9  3 

1 1.7 

455 

4 

930 

SANTA  EE  ENERGY  RESOURCES 

529 

555 

380 

-1 

18.5 

9 

4.9 

4.4 

6.9 

8.3 

912 

0 

931 

SAVANNAH  FOODS  S  INDUSTRIES 

529 

709 

1200 

-1 

38.3 

-21 

3  2 

4.0 

15.1 

17.4 

430 

3 

932 

HELMERICH  8  PAYNE 

527 

716 

202 

8 

12.6 

-65 

6.2 

19.3 

2.6 

2.5 

589 

2 

NOBLE  AFFILIATES 

525 

685 

250y 

3 

19.3 

-32 

7  7 

11,8 

6  6 

7  4 

603 

7 

934 

HENLEY  GROUP 

523 

986 

1689a 

-7 

-560.0 

NM 

NM 

NM 

NM 

NM 

1935 

-39 

935 

AIRBORNE  FREIGHT 

523 

909 

1367 

16 

30.0 

-11 

2.2 

2.8 

6.9 

9.7 

761 

31 

93(1 

WEINCARTEN  REALTY 

522 

839 

83y 

8 

18.0 

9 

21.7 

21.4 

NM 

12.7 

441 

6 

li 

937 

PRECISION  CASTPARTS 

522 

694 

588 

13 

45  9 

41 

7  8 

6.3 

14  3 

15.0 

445 

9 

93« 

LIBERTY  NATIONAL  BANCORP 

519 

NR 

396 

6 

37.8 

15 

9.6 

8.7 

15  0 

11.8 

4338 

17 

939 

ARTISOFT 

519 

NR 

54 

71 

9.3 

59 

17  1 

18,4 

NA 

14.9 

67 

NA 

940 

GREEN  TREE  ACCEPTANCE 

518 

NR 

215 

22 

56.7 

55 

26.4 

20.8 

17.8 

20.8 

876 

19 

11 

941 

MAGMA  POWER 

516 

701 

95y 

1 1 

33.9 

13 

35  8 

35  2 

13  4 

15.6 

357 

10 

942 

VENTURE  STORES 

515 

NR 

1522y 

7 

41.5 

20 

2.7 

2.4 

22.1 

33.5 

509 

13 

943 

NCH 

515 

792 

666 

-1 

41.2 

-3 

6  2 

6  3 

15  5 

16.2 

449 

7 

944 

HOME  BENEFICIAL 

515 

981 

197 

-17 

47.4 

-29 

240 

27  9 

10.5 

10.5 

1205 

4 

i! 

945 

DELTA  WOODSIDE  INDUSTRIES 

514 

NR 

664 

25 

34.8 

229 

5  2 

2,0 

12  6 

11.6 

463 

14 

946 

TOKOS  MEDICAL 

514 

NR 

115 

45 

7.1 

NM 

6.2 

NM 

NA 

13.2 

79 

30 

li 

947 

DOLLAR  GENERAL 

513 

NR 

713o 

1 1 

18  1 

40 

2  5 

2,0 

110 

13  1 

297 

10 

948 

CHESAPEAKE 

512 

NR 

841 

0 

15  4 

-8 

1.8 

2  0 

5.1 

4.8 

916 

5 

S 

949 

INTERNATIONAL  MULTIFOODS 

801 

2271 

4 

39.0 

26 

1,7 

1,4 

12  5 

11.6 

921 

9 

1( 

950 

CENTRAL  LOUISIANA  ELECTRIC 

914 

337 

1 

44.9 

6 

13.3 

12.7 

9.1 

13.0 

973 

6 

It 

!I5 1 

CONTROL  DATA 

803 

1525 

-10 

-8.6 

NM 

NM 

02 

-19.9 

-2.1 

1214 

-15 

952 

ALTERA 

NR 

107 

36 

17.8 

33 

16  7 

17  1 

21  9 

21,9 

102 

36 

953, 

AMERICAN  HEALTH  PROPERTIES 

509 

976 

80y 

35 

33.8 

20 

42,1 

47  2 

NM 

11,1 

631 

16 

954 

STANDARD  REGISTER 

509 

932 

694 

-3 

32.7 

50 

4.7 

3,0 

9  5 

9.9 

464 

2 

955 

WEST  OKE  BANCORP 

509 

970 

520 

3 

41.2 

-7 

7.9 

8.8 

15.1 

11.2 

5417 

10 

956 

HANDLEHAN 

507 

951 

892 

24 

32.7 

39 

3.7 

3.3 

8.4 

13.2 

732 

45 

957 

INFORMATION  RESOURCES 

507 

NR 

208 

25 

14,2 

197 

69 

2  9 

12,3 

1  1.6 

179 

42 

958 

MEDIMMUNE 

505 

NR 

14 

327 

1.6 

NM 

1  1.6 

NM 

5.4 

4,6 

65 

767 

959 

SHOPKO  STORES 

504 

NR 

1586 

NA 

49.2 

NA 

3  1 

NA 

11,7 

16.3 

841 

5 

960 

KIMBALL  INTERNATIONAL 

502 

910 

553 

-6 

29.9 

-24 

5,4 

6.7 

9.9 

9.8 

396 

4 
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UAIION  DIVIDENDS  SHARES  EARNINGS  PER  SHARE  INDUSTRY  GROUP 

I         12-MONIH  PHICE  INSTI.  i  ANALYSTS' iSIIMATiS 

HIGH/  AS%Of  TOTAl  lUIIONS  SH«S  IU«N-  1990              1991  1992  VARI- 

lOW  BOOK  P-E  YIEID            PAYOUI  8ETURN  HOIOINO  OUT  OVE«  ACTUAL  ACTUAL  ESI  ATION 

S  VALUE  RATIO  %  %  %  %  MIL  %  FY  $                 $                  S  % 

24/10  172  15  0.52  8  127  39  24  72.7  02  1.43b  1.54d  2.01  6.0  Manufacturing  A 

39/23  264  24  0.27  6  15  60  19  196  6  03  101b  1  25d  1.54  3,2  Health  care  A 

36/12  400  65  0.00  0  158  67  18  406  1  01  0  25  0.48  0.80  6  3  Services  B 

26/15  278  20  0.00  0  NA  22  28  86  4  12  0  70  0.95  1  14  3  5  Health  care  D 

29/15  359  36  0.00  0  64  27  23  80.0  03  0.35  0.65d  0.94  2.1  Retailing 

26/19  173  NM  3.91  DEF  -7  81  24  43.0  12  1.74  -0.29  157  3.8  Chemicals 

10/5  168  NM  0.00  0  87  6  59  20.6  12  -0.33  -0.31  0.27  37.0  Automotive  B 

30/22  105  18  5.83  108  -13  70  23  51,3  12  2,77  130  2  43  6.6  Utilities  B 

40/22  90  8  4,34  34  -16  82  19  78.7  12  3.61  3.56  3  29  4,6  Transportation  D 

36/17  100  NM  3,45  DEF  -45  58  31  121.2  12  0.53  -6.58  124  29.0  Utilities  B 

16/8  105  19  1.26  24  61  42  42  170.3  01  0.65  0.66  0.90  5.6  Retailing 

40/26  145  13  1.89  25  51  7  14  8.5  12  2.70  2.86  3  04  0.7  Bonks  B 

7/4  71  NM  0.00  0  12  56  88  54.8  12  -0.71  -3  89  0  18  344.4  Metals  B 

18/13  257  22  4.52  99  8  40  34  42.1  06  0.98  0.71  0  90  4.4  Food  B 

17/7  238  28  1.94  55  -45  40  64  51.3  12  0.28  0.29  0.26  46.2  Fuel  B 

27/15  241  14  2.63  36  -15  40  27  63.0  12  1.80  143  152  5.9  Food  B 

29/18  107  24  2.14  52  -28  58  24  65  4  09  1.97  0.88  0  71  28.2  Fuel  C 

18/12  202  27  1.35  36  -21  49  44  53.5  12  0.65  0.44  0  53  37.7  Fuel  C 

30/18  127  NA  0.00  0  45  25  20  179.2  12  -5.13         NA  NA  NM  Electrical  C 

30/19  186  20  1.09  21  24  89  19  142.4  12  1.76  1.40  1.80  12.2  Transportation  C 

35/26  368  29  6.12  178  25  39  17  26.6  12  1.01  108  1.15  NM  Housing  B 

43/26  171  14  0.41  6  -23  67  18  56.7  03  1.92  2.15d  2  64  12,9  Metals  C 

34/17  162  13  2  87  39  86  38  19  31,9  12  1,82b  2  07  2.28  1.8  Bonks  C 

53/17  832  66  0,00  0  NA  22  17  NA  06  NA  0.46  0  75  5  3  Office  equipment  C 

50/13  228  11  1.37  15  157  92  12  216.3  12  2.35  4.01  4.14  5.8  Nonbonkfin.  A 

34/23  237  16  0.00  0  -13  26  23  53.7  12  1.32  1.44  1.77  9.0  Utilities  A 

33/14  415  12  1.76  22  115  58  17  175.6  01  2.06  2.48  2  66  19  Retailing 

78/58  203  12  1.60  20  6  39  8  20  1  04  5,19  5  1 2d  5  55  3  8  Consumer  D 

28/17  115  11  2.76  30  42  35  19  21.2  12  3.29  2.51  2  64  4  2  Nonbonkfin.  B 

25/8  171  15  2.05  32  137  33  26  106.6  06  0.32  1.27  1.68  18  Manufacturing  D 

46/18  949  76  0.00  0  103  64  15  259.4  12  -0.20  0.44  1.06  2.8  Health  care  C 

29/8  371  25  0.80  20  217  42  20  205  4  01  0.73  l.OOd  1.16  1.7  Retailing 

29/16  161  33  2.89  96  61  48  21  27  4  12  0.81  0.75  1.49  14.1  Paper  B 

32/24  153  13  3.05  39  6  57  19  63.6  02  1.81  2.03d  2.18  1.8  Food  B 

50/38  155  12  5.83  70  33  32  11  24.8  12  3.70  3.84  3.82  1.6  Utilities  A 

13/8  117  NM  0  00  0  -13  82  43  65.4  12  0  05  -0.21  0  66  37.9  Office  equipment  B 

36/14  627  30  0.00  0  82  73  20  275.3  12  0.67  0.87  1.11  1.8  Electrical  D 

37/25  168  14  9.00  129  29  39  17  90  0  12  1.90  2  09  2  21  2.3  Health  core  C 

18/12  155  16  3.38  53  41  72  29  41.5  12  0.74  1.14  1.23  10.6  Office  equipment  A 

38/27  139  12  2  65  33  31  38  14  92.0  12  3.34  2.93  3.70  3.2  Banks  D 

19/11  205  14  2.62  36  26  72  33  88.8  04  0.72  1.12d  1.34  10.4  Services  E 

36/16  414  37  0,00  0  95  70  22  188,4  12  0,25  0  63  0  91  8  8  Services  E 

55/10  1596  NM  0.00  0  NA  29  13  NA  12  -1.02  0.11  0.17  5.9  HeolthcoreB 

17/12  167  10  2,79  29  NA  19  32  NA  02  1,41  1,52d  1,52  00  Retailing 

28/18  165  17  2.86  48  40  23  21  13.5  06  2.05  1.42  1.56  4.5  Consumers 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIl 

YEAR 
AGO 
!ANK 

12 

MONTHS 

Smii 

CHANGE 
FiOM 

12 

MONTHS 

Smii 

CHANGE 
FIOM 

12 

MONTHS 

12 

MONTHS 

ON 
INVESTED 

ON 
COMMON 

12 

MONTHS 

SMII 

CHAh 
F80 

961 

TEKTRONIX 

502 

715 

1311 

-6 

44.9 

NM 

3.4 

NM 

10.2 

10.1 

888 

-: 

962 

HEALTH  CARE  PROPERTY  INVESTORS 

501 

936 

79y 

10 

26  5 

14 

33.3 

32,2 

NM 

12  5 

459 

963 

NEIMAN  MARCUS  GROUP 

500 

805 

1755y 

2 

4.2 

-81 

0.2 

1.3 

3.5 

NM 

1 193 

964 

WESCO  FINANCIAL 

498 

934 

133a 

7 

30.2 

1  1 

22.7 

21.9 

8.1 

8.2 

871 

i; 

965 

lENNAR 

498 

NR 

326y 

-7 

21.1 

55 

6.5 

3.9 

NA 

7.4 

862 

966 

HERMAN  MILLER 

495 

807 

803 

-1 1 

0.4 

-99 

0.0 

5  3 

0  2 

0.1 

474 

-1  ■ 

96V 

ADVANTA 

494 

NR 

203y 

51 

25  2 

67 

12.4 

11.3 

11.5 

23.1 

1717 

11 

96^ 

SPI  PHARMACEUTICALS 

494 

NR 

226a 

71 

22  2 

60 

9  8 

10  5 

19  9 

20.9 

267 

IOC 

969 

ALBANY  INTERNATIONAL 

493 

963 

557y 

0 

10.3 

35 

1.9 

1.4 

4.2 

4.2 

675 

970 

ARVIN  INDUSTRIES 

492 

91  1 

1676 

-1 

22.0 

-34 

1.3 

2.0 

5  5 

3.7 

1125 

-< 

971 

SYSTEM  SOFTWARE  ASSOCIATES 

491 

NR 

171 

26 

20.7 

3 

12.1 

14.8 

NA 

30.6 

136 

1$ 

972 

MID-AMERICAN  WASTE  SYSTEMS 

491 

NR 

I20y 

53 

17.1 

103 

14.3 

10.8 

6  5 

7  8 

371 

12; 

973 

UNITED  ASSET  MANAGEMENT 

491 

NR 

227y 

33 

24.6 

35 

10.8 

10.7 

NA 

13.9 

455 

1£ 

974 

FISERV 

488 

NR 

281 

54 

18,3 

33 

6  5 

7.5 

9.3 

1  1.4 

740 

31 

975 

SEALED  AIR 

NR 

435 

5 

16.2 

42 

3.7 

2.8 

21.6 

NM 

275 

22 

976 

LANCASTER  COLONY 

486 

NR 

516 

2 

25.1 

56 

4  9 

3  2 

15.8 

173 

289 

977 

ANTHEM  ELECTRONICS 

485 

NR 

420 

3 

23.3 

0 

5  6 

5.7 

15.7 

15.6 

182 

11 

978 

SOUTHERN  INDIANA  GAS  &  ELECTRIC 

485 

956 

323 

0 

38  5 

2 

1 1  9 

1  1.7 

10  0 

14  4 

747 

I 

979 

LA-Z-BOY  CHAIR 

480 

992 

610 

0 

24.9 

-4 

4.1 

4,3 

9.6 

10.6 

370 

980 

BUFFETS 

478 

NR 

196 

35 

11.1 

39 

5.7 

5.5 

211 

23.1 

73 

31 

981 

GREIF  BROS. 

477 

926 

437a 

0 

22.2 

1 

5.1 

5.1 

8.1 

8.1 

327 

IC 

982 

UNITED  ILLUMINATING 

477 

867 

673 

5 

48.2 

-1  1 

7  2 

8  4 

7,3 

1  1.0 

2263 

98:3 

MGM  GRAND 

477 

NR 

147 

-17 

-12  2 

NM 

NM 

NM 

NM 

-2.8 

496 

3/ 

984 

XOMA 

476 

887 

17 

-16 

-34  3 

NM 

NM 

NM 

NA 

-25.5 

154 

55 

- 

98.5 

FHP  INTERNATIONAL 

476 

779 

1430 

24 

33.3 

3 

2.3 

2.8 

10.6 

11.7 

640 

3^ 

986 

WELLFLEET  COMMUNICATIONS 

476 

NR 

58 

NA 

6.4 

NA 

11.0 

NA 

10.1 

10.0 

76 

NA 

987 

STOP  &  SHOP 

476 

NR 

5088a 

4 

25  7 

NM 

0.5 

NM 

6.8 

26  6 

2112 

988 

DAUPHIN  DEPOSIT 

476 

905 

334 

0 

45  7 

1 

13  7 

13  5 

17  4 

14.1 

3612 

989 

GIBSON  GREETINGS 

474 

894 

524 

2 

41.9 

5 

8  0 

7  8 

13  8 

15.0 

528 

990 

FIRST  AMERICAN 

474 

NR 

588 

-20 

16.9 

NM 

2  9 

NM 

NM 

4.5 

6377 

991 

WETTERAU 

473 

718 

5747 

2 

49.5 

-1 

0.9 

0.9 

9.9 

19.1 

1271 

992 

SYMBOL  TECHNOLOGIES 

472 

975 

319 

38 

22  8 

201 

7  1 

3  3 

8  9 

8.7 

338 

14 

993 

PUBLIC  SERVICE  CO.  OF  NEW  MEXICO 

470 

953 

857 

-3 

245 

5441 

2  9 

0.1 

4.2 

2.0 

2349 

994 

AMERICAN  PRESIDENT 

470 

935 

2449y 

8 

64.0 

NM 

2  6 

NM 

NM 

12  6 

1535 

995 

CIKORP 

470 

923 

590 

9 

44.9 

10 

7.6 

7.5 

8.6 

11.8 

1148 

996 

PENTAIR 

469 

NR 

1 169 

-1 

41  1 

25 

3.5 

2  8 

9  7 

15  1 

776 

997 

MDU  RESOURCES  GROUP 

468 

946 

367 

10 

380 

36 

10  4 

8  4 

8.8 

12.5 

996 

998 

DIBRELL  BROTHERS 

466 

NR 

1059 

21 

24.5 

45 

2  3 

1.9 

13.9 

23  1 

615 

999 

TCA  CABLE  TV 

466 

985 

127a 

12 

8  5 

79 

6.7 

4.2 

8  3 

12.0 

306 

1000 

PAYCHEX 

465 

NR 

148 

15 

1 1  1 

25 

7,5 

6.9 

17.8 

18.1 

79 

2C 

(a)  Lotest  available  cJata.  (b)  Actual  and  estimatecj  figures  are  fully  diluted,  (c)  Estimated  earnings  data,  (d)  Earnings  data  from  Institutional 
Brokers  Estimate  System,  (x)  Sales  include  excise  taxes,  (y)  Sales  include  other  income,  (z)  Sales  include  excise  taxes  and  otfier  income. 
NA=not  available.  NM  =  not  meaningful.  NR=not  ranked  in  Top  1000  in  1991.  NEG=negative  book  value  per  sfiare.  DEF=earnings  deficit  in 
divident  payout,  t  Because  BUSINESSWEEK  is  owned  by  McGraw-Hill,  the  Top  1000  does  not  include  a  forecast  of  the  company's  earnings. 
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LUATION  DIVIDENDS  SHARES  EARNINGS  PER  SHARE  INDUSTRY  GROUP 


NI  12M0NIH 
E  HIGH/ 
E  tow 
S 

PUCE 

BOOK 
VAIUE 

H 
RAIIO 

VIEID 

% 

PAYOUI 

RETURN 

It 

iNSn 
TUTIONS 
HOIDING 

OUT 
Mil 

OVEI 

FY 

ACIUAl 

s 

ACIUAl 

s 

ANAIYSTS' ESTIMATES 
1992  VAII, 
ESI  AIION 
$  % 

^  31/16 

113 

1  1 

3.53 

39 

-3 

73 

30 

113  8 

05 

1.66 

1.55d 

2  1 6 

1 4  8 

Electrical  C 

J  51/34 

237 

19 

7.57 

143 

34 

52 

12 

50  8 

12 

2  06 

2.29 

2,42 

2.1 

Health  care  C 

1  18/10 

NEG 

NM 

1.40 

DEF 

-14 

33 

35 

16.4 

07 

0  12 

-0.45 

0  07 

357. 1 

Retailing 

3  72/54 

135 

NA 

1.29 

NA 

31 

86 

7 

6.1 

12 

3,57 

NA 

NA 

NM 

Nonbank  fin.  A 

5  27/9 

175 

23 

0.49 

1  1 

144 

52 

20 

86.6 

1 1 

0.68 

1.05 

1 ,48 

9.5 

Housing  B 

3  23/15 

161 

21 

2.63 

54 

3 

56 

25 

84.8 

05 

0.55 

0.96d 

1  54 

22  1 

Office  equipment  A 

5  50/13 

456 

19 

0.53 

10 

220 

45 

1 1 

288.3 

12 

1.60 

2.42 

2  99 

]  7 

Nonbank  fin.  A 

38/12 

465 

NA 

3  25 

NA 

96 

16 

16 

102.7 

1 1 

0.95 

NA 

NA 

NM 

Health  core  B 

'  21/14 

202 

47 

1.81 

85 

34 

45 

25 

40.9 

12 

0.30 

0.41 

0  94 

1  7  0 

Manufacturing  D 

i  26/17 

126 

35 

2.62 

91 

24 

58 

19 

59.5 

12 

1.35 

0.75 

1  54 

9  7 

Automotive  B 

J  31/8 

724 

30 

0.96 

29 

129 

47 

17 

355.0 

10 

0.92 

0.95 

1  26 

8  7 

Office  equipment  C 

1  27/16 

225 

29 

0.00 

0 

19 

66 

21 

105.3 

12 

0.58 

0.83 

0  95 

7.4 

Services  C 

>  33/19 

277 

22 

2.01 

45 

43 

58 

17 

36.5 

12 

1.06 

1.30 

1  53 

2  0 

Nonbank  fin.  A 

i  40/22 

303 

26 

0.00 

0 

42 

76 

15 

107  3 

12 

1.07 

1.27 

1  5 1 

1  3 

Office  equipment  C 

!  57/30 

NEG 

30 

0.00 

0 

70 

68 

9 

45.7 

12 

1.30 

1.75 

2  22 

5  9 

Manufacturing  A 

!  46/19 

334 

23 

2.06 

48 

131 

49 

1 1 

92  4 

06 

1.36 

1  84 

2  38 

1  0  5 

Manufacturing  A 

43/24 

325 

22 

0.00 

0 

57 

93 

12 

100.8 

12 

1.97 

1  92 

2  40 

6  3 

Services  B 

45/32 

187 

13 

5.06 

66 

33 

2! 

12 

20,8 

12 

3.02 

3.16 

3  16 

3.2 

Utilities  A 

'  29/19 

204 

18 

2.26 

41 

39 

27 

18 

20  1 

04 

1.30 

1.47d 

1  88 

10  1 

Consumer  B 

!  37/16 

995 

44 

0.00 

0 

87 

91 

14 

309  3 

12 

0  55 

0,76 

0,97 

5.2 

Leisure  A 

44/32 

174 

21 

1.43 

31 

14 

28 

12 

4.8 

10 

1.81 

1.83 

NA 

NM 

Containers  B 

39/33 

120 

1 1 

7  12 

78 

13 

37 

14 

36  8 

12 

3  55 

3.14 

3  76 

4.5 

Utilities  A 

!  15/10 

108 

NM 

0.00 

0 

7 

13 

41 

13.8 

12 

-0.93 

-0.40 

NA 

NM 

Leisure  C 

!  33/14 

354 

NM 

0.00 

0 

-18 

26 

21 

790,3 

12 

-1  68 

-1,77 

0  67 

82  1 

Health  care  B 

)  30/10 

167 

11 

0.00 

0 

-18 

74 

32 

256.7 

06 

1.00 

1.37 

0.94 

1 2.8 

Health  core  C 

)  41/21 

746 

NM 

000 

0 

NA 

32 

14 

NA 

06 

NA 

0.20 

0  70 

4  3 

Office  equipment  C 

)  18/11 

492 

18 

000 

0 

NA 

3 

32 

NA 

01 

007 

0.84d 

1  33 

3.8 

Food  C 

i  42/32 

146 

10 

3  97 

41 

19 

24 

12 

32  9 

12 

3.56 

3.67 

3,67 

1,4 

Banks  A 

)  32/21 

170 

11 

1.21 

14 

12 

82 

16 

147.5 

12 

2.51 

2.61 

2  79 

3.6 

Leisure  D 

3  22/9 

125 

28 

0.00 

0 

129 

20 

23 

66.4 

12 

-2.69 

0.73 

1.47 

5.4 

Banks  C 

:  31/21 

185 

1 1 

3.06 

33 

-22 

42 

21 

65.4 

03 

2.23 

2.05d 

2.34 

8  5 

Food  A 

3  29/16 

180 

22 

0.00 

0 

36 

76 

23 

228  8 

12 

0,33 

0.91 

1,23 

4  1 

Office  equipment  B 

12/8 

64 

31 

0.00 

0 

29 

39 

42 

47.2 

12 

-0.23 

0.36 

0.65 

13.8 

Utilities  A 

!  44/20 

104 

9 

1.86 

16 

52 

93 

15 

133  3 

12 

-3  46 

3  65 

2,88 

17  0 

Transportation  D 

S  38/32 

140 

12 

6.79 

78 

15 

16 

13 

28.1 

12 

2.69 

3.14 

3,01 

4.7 

Utilities  A 

)  48/29 

219 

15 

2.18 

32 

60 

68 

10 

125.7 

12 

2.43b 

3  02 

3  07 

7.8 

Manufacturing  C 

)  25/20 

158 

13 

5.85 

73 

25 

18 

19 

26  9 

12 

1.43 

1.96 

2,01 

3.0 

Utilities  B 

)  37/14 

438 

22 

1.36 

30 

158 

38 

13 

127  4 

06 

1.11 

1.60 

1,94 

2  6 

Consumer  E 

>  23/15 

659 

54 

1.79 

97 

19 

43 

25 

51.4 

10 

0.20 

0.35 

0,53 

7.5 

Publishing/TV  A 

b  41/20 

761 

35 

0.68 

24 

82 

58 

13 

104.0 

05 

0.74 

l.Old 

1.28 

7.8 

Office  equipment  C 

Data  do  not  include  full  12-months'  results.  Data  compiled  by  Standard  &  Poor's  Compustat  Services  Inc.  from  sources  such  as  statistical 
vices,  registration  statements,  and  company  reports  that  SPCS  believes  to  be  reliable  but  that  are  not  guaranteed  by  SPCS  or  BUSINESSWEEK 
to  correctness  or  completeness.  This  material  is  not  an  offer  to  buy  or  sell  any  security.  Additional  data:  Institutional  Brokers  Estimate  System, 
kers  Stock  Research  Corp. 
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The  Top  looo  U.S.  Companies 
Ranked  By  Industry 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
KANK 

SMIl 

CHANG! 
F80M 
1991 

12 

MONTHS 
1991 
SMIl 

CHANGE 
FROM 
1990 

% 

12 

MONTHS 
1991 
SMIL 

CHANGS 
FROM 
1990 

12 

MONTHS 
1991 
SMIL 

CHANGE 
FROM 
1990 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

All-Industry  Composite 

J375347 

13 

3860096 

2 

142866.3 

-18 

7822826 

4 

8.8 

9.2 

1 

Aerospace 

INDUSTRY  COMPOSITE 

37165 

9 

105674 

3 

2415.6 

-15 

71512 

4 

13.2 

9.2 

BOEING 

35 

15828 

-7 

293 1  a 

6 

1567.0 

13 

16118 

15 

17  7 

19.7 

2 

UNITED  TECHNOIOCIES 

116 

6232 

2 

21263 

-2 

-1020  9 

NM 

15985 

0 

NA 

-24  I 

3 

LOCKHEED 

271 

2819 

7 

9809 

-2 

308  0 

-8 

6617 

-4 

9.9 

12.3 

4 

MARTIN  MARIETTA 

291 

2646 

10 

6075 

-1 

313,1 

-4 

3897 

8 

14  9 

17.4 

5 

GENERAL  DYNAMICS 

303 

2520 

156 

8751 

-7 

374.0 

NM 

6207 

6 

NA 

20.5 

6 

MCDONNELL  DOUGLAS 

307 

2505 

61 

18488 

16 

355.0 

32 

14841 

-1 

7  7 

9.2 

7 

SUNDSTRAND 

450 

1570 

38 

1669 

4 

108.8 

-6 

1720 

9 

14.0 

16.7 

8 

NORTHROP 

545 

1201 

-2 

5694 

4 

268  2 

27 

3128 

1 

20.6 

23.8 

9 

GRUMMAN 

844 

628 

25 

4038 

0 

99.3 

16 

2470 

0 

10  8 

10.4 

10 

OEA 

854 

616 

121 

90 

8 

13.3 

24 

95 

17 

15.7 

15.7 

t1 

TELEFIEX 

871 

601 

33 

483 

9 

29.8 

4 

435 

9 

12.6 

14.5 

2 

AUTOMOTIVE 

INDUSTRY  COMPOSITE 

62542 

19 

275294 

-5 

-7607.1 

NM 

431337 

0 

NM 

-12.0 

2A  Cars  &  TRUCKS 

GROUP  COMPOSITE 

47662 

9 

246601 

-5 

-7907.3 

NM 

408012 

0 

NM 

-13.8 

1 

GENERAL  MOTORS 

19 

22792 

-4 

123056 

-1 

-4992.0 

NM 

184326 

2 

NM 

-18.2 

2 

FORD  MOTOR 

31 

17338 

8 

88286 

-10 

-2258  0 

NM 

174429 

0 

NM 

-100 
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r  nun  A  u V 
L  Unr AM  1 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

lOP 

1000 
RANK 

Smii 

CHANGE 
FROM 

% 

12 

MONTHS 
1991 
SMII 

CHANGE 
fROM 
1990 

12 

MONTHS 
1991 
SMIL 

CHANGE 
fROM 
1990 

12 

MONTHS 
1991 

Smii 

CHANGE 
FROM 
1990 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

3 

CHRYSLER 

173 

4709 

44 

29400 

-4 

-538.0 

NM 

43076 

-7 

NM 

-8.7 

4 

PACCAR 

391 

1885 

39 

2339 

-16 

39.7 

-38 

2738 

-6 

NA 

3.8 

5 

NAVISTAR  INTERNATIONAL 

648 

938 

-6 

3520 

-8 

-159.0 

NM 

3443 

-9 

NM 

-56.6 

2B  PARTS  &  EQUIPMENT 

GROUP  COMPOSITE 

6851 

33 

16202 

-6 

66.6 

-50 

1  3702 

-4 

3.7 

1.0 

EATON 

321 

2432 

21 

3381 

-7 

62.0 

-63 

3087 

2 

6.2 

5.4 

DANA 

475 

1490 

22 

4591 

-12 

13.5 

-82 

4179 

-7 

NM 

1,4 

CUMMINS  ENGINE 

640 

952 

114 

3406 

-2 

-65.6 

NM 

2011 

-3 

NM 

-14.7 

ECHIIN 

643 

942 

35 

1681 

2 

43  6 

-3 

1219 

-5 

6.8 

6.6 

MASCO  INDUSTRIES 

922 

542 

37 

1467 

-6 

-9.0 

NM 

2080 

-3 

NM 

-5.8 

ARVIN  INDUSTRIES 

970 

492 

15 

1676 

-1 

22.0 

-34 

1 125 

-6 

5.5 

3  7 

2C  Tire  &  RUBBER 

GROUP  COMPOSITE 

8028 

116 

12491 

-2 

233.5 

118 

9623 

-4 

4.7 

8.6 

1 

GOODYEAR  TIRE  i  RUBBER 

185 

4249 

201 

10907 

-3 

74.5 

NM 

851 1 

-5 

2.0 

3.7 

2 

COOPER  TIRE  S  RUBBER 

355 

2116 

132 

1001 

12 

79.4 

20 

671 

9 

16  7 

18,1 

3 

BANDAC 

428 

1664 

20 

583 

-1 

79.6 

1 

442 

13 

NA 

29.4 

3  BANKS 

INDUSTRY  COMPOSITE 

179081 

41 

238034 

-7 

9632.0 

-7 

2211026 

2 

11.4 

7.5 

3A  BANKS -East 

GROUP  COMPOSITE 

65434 

44 

118315 

-11 

3559.6 

60 

1044753 

2 

7.5 

6.3 

1 

J. P.  MORGAN 

56 

10922 

33 

10314 

-2 

1 1 14.0 

44 

103468 

1 1 

30,4 

19.6 

2 

CHEMICAL  BANKING 

135 

5679 

84 

14128 

-1 1 

154  0 

-65 

138930 

2 

NA 

0,4 

3 

CITICORP 

142 

5535 

8 

31839 

-17 

-914.0 

NM 

224060 

-2 

NM 

-14.8 

4 

PNC  FINANCIAL 

149 

5277 

84 

4470 

-8 

389  8 

450 

44892 

-1 

15,8 

1  1.7 

S 

BANKERS  TRUST  NEW  YORK 

163 

4832 

30 

6844 

-14 

667.0 

0 

63959 

1 

NA 

21.7 

6 

FLEET/NORSTAR  FINANCIAL  CROUP 

221 

3376 

75 

4439 

10 

97.7 

NM 

45445 

40 

NM 

3,9 

7 

CHASE  MANHATTAN 

246 

3077 

56 

11840 

-13 

520.0 

NM 

98197 

0 

17,4 

1  1,6 

8 

BANK  OF  NEW  YORK 

284 

2701 

38 

4225 

-21 

122.0 

-60 

39410 

-13 

5,6 

3,6 

9 

CORESTATES  FINANCIAL 

323 

2418 

28 

2495 

-4 

94,7 

53 

22849 

-2 

10,6 

15.3 

10 

STATE  STREET  BOSTON 

338 

2317 

46 

1358 

3 

139  3 

19 

15046 

29 

NA 

17.1 

tl 

FIRST  FIDELITY  BANCORPORATION 

341 

2286 

68 

2778 

-10 

221.2 

NM 

30215 

4 

1 1.6 

119 

t2 

KEYCORP 

349 

2176 

82 

2283 

27 

188  1 

27 

23156 

20 

14  9 

14  1 

13 

REPUBLIC  NEW  YORK 

357 

2108 

10 

2535 

-9 

227.4 

13 

31221 

5 

1  1.3 

13.3 

14 

MELLON  BANK 

375 

1995 

76 

3151 

-9 

280,0 

61 

29355 

2 

NA 

14  0 

15 

MBNA 

393 

1863 

37 

1 134 

31 

149.2 

16 

6009 

31 

NA 

26,0 

16 

BANK  OF  BOSTON 

499 

1401 

149 

4547 

-20 

-34,4 

NM 

32700 

1 

NA 

-3,4 

17 

MERIDIAN  BANCORP 

566 

1  126 

79 

1213 

-5 

107,1 

121 

1  1337 

-4 

16.9 

13,5 

18 

SHAWMUT  NATIONAL 

624 

977 

104 

2344 

-15 

-170  7 

NM 

22816 

-4 

NM 

-17,2 

19 

WILMINGTON  TRUST 

670 

890 

21 

429 

0 

71,9 

7 

4061 

6 

27.2 

20,8 

20 

INTEGRA  FINANCIAL 

682 

862 

93 

802 

8 

70,2 

169 

8847 

16 

15  4 

12  6 

21 

FIRST  EMPIRE  STATE 

692 

848 

94 

851 

19 

67  2 

25 

9171 

19 

16.1 

13,0 

22 

UJB  FINANCIAL 

710 

809 

84 

1255 

-7 

22,4 

NM 

13378 

4 

NM 

2  6 

23 

MERCANTILE  BANXSHARES 

721 

786 

7 

512 

4 

NA 

NA 

5183 

6 

NA 

13,5 

24 

MNC  FINANCIAL 

791 

699 

96 

2194 

-32 

-70,2 

NM 

17438 

-34 

NM 

-7  1 

25 

DAUPHIN  DEPOSIT 

988 

476 

10 

334 

0 

45.7 

1 

3612 

4 

17.4 

14.1 

3B  BANKS  -  MIDWEST 

GROUP  COMPOSITE 

47107 

47 

42169 

-4 

3326.2 

12 

416926 

3 

15.3 

11.5 

BANC  ONE 

81 

8324 

56 

4154 

18 

529.5 

25 

33180 

17 

17.9 

16.4 

NORWEST 

178 

4588 

49 

4420 

7 

398,5 

260 

38502 

4 

NA 

17  5 

NBD  BANCORP 

216 

3463 

31 

2724 

-3 

293,0 

1 

29513 

5 

18  2 

14.7 

FIFTH  THIRD  BANCORP 

281 

2721 

74 

885 

6 

138,2 

15 

8826 

1  1 

NA 

15,7 

NATIONAL  CITY 

309 

2482 

12 

2588 

-4 

231,0 

-1 

24170 

2 

14.0 

12.7 

FIRST  BANK  SYSTEM 

372 

2019 

47 

1821 

-15 

190  4 

46 

18301 

-4 

13.7 

14.5 

FIRST  CHICAGO 

377 

1970 

26 

4830 

-15 

116,3 

-53 

48963 

-4 

NA 

3.3 

8 

SOCIETY 

397 

1841 

48 

1609 

-6 

163.0 

5 

15405 

2 

19.9 

14,9 

9 

COMERICA 

401 

1815 

98 

1401 

2 

153.4 

12 

14451 

5 

15.4 

14.8 

10 

NORTHERN  TRUST 

406 

1768 

48 

1260 

-5 

127.4 

10 

13193 

12 

NA 

18.1 
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U.S.  COMPANIES  RANKED  BY  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

DFTilDN 
K  t  1  u  K  n 

TOP 
1000 
RANK 

S  MIL 

CHANGE 
fHOM 

° 

12 

MONTHS 
1991 
SMIL 

CHANGE 
flOM 
1990 

% 

12 

MONTHS 
1991 
SMIL 

CHANGE 
FHOM 
1990 

12 

MONTHS 
1991 
SMIL 

CHANGE 
f!OM 
1990 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 
% 

1 1 

FIRSTAR 

436 

1628 

67 

1254 

I 

134.3 

14 

12309 

2 

16.3 

14.2 

1 2 

BOATMEN'S  BANCSHARES 

438 

1  624 

24 

1588 

5 

150.1 

1  1 

17635 

1 

14.0 

11.2 

13 

MANUFACTURERS  NATIONAL 

486 

1439 

70 

1  160 

0 

120  2 

11 

13544 

12 

23.7 

14.8 

t4 

AMERITRUST 

505 

1368 

176 

1  119 

-13 

-86.5 

NM 

10181 

-8 

NM 

-15.5 

ts 

HUNTINGTON  BANCSHARES 

533 

1260 

35 

1219 

-3 

1 17.0 

37 

12333 

4 

18.8 

14.0 

16 

MARSHALL  S  ILSLEV 

559 

1  138 

69 

835 

0 

99.3 

39 

7628 

2 

15.8 

15.0 

17 

OLD  KENT  FINANCIAL 

583 

1081 

62 

862 

-1 

93.0 

6 

8826 

8 

16  1 

14.2 

tg 

FIRST  OF  AMERICA  BANK 

595 

1045 

18 

1434 

3 

134,9 

2 

16755 

19 

1  1,5 

13  2 

19 

STAR  BANC 

695 

838 

25 

659 

-1 

65  8 

1 

6646 

6 

NA 

12.1 

20 

CONTINENTAL  BANK 

709 

813 

41 

2301 

-25 

-73  0 

NM 

24008 

-12 

NA 

-9.7 

21 

MERCANTILE  BANCORPORATION 

789 

704 

59 

776 

2 

66.6 

17 

8089 

6 

15.0 

12  2 

22 

COMMERCE  BANCSHARES 

792 

698 

55 

594 

-1 

59.8 

4 

6765 

1 

NA 

1  1,8 

23 

MERCHANTS  NATIONAL 

824 

659 

158 

537 

-6 

5.8 

-63 

5806 

0 

NM 

1.8 

24 

INB  FINANCIAL 

829 

651 

50 

643 

-2 

48  1 

18 

6556 

5 

14.7 

10.4 

25 

MICHIGAN  NATIONAL 

833 

639 

94 

1097 

-1 1 

50.1 

4 

10650 

-3 

NA 

6.7 

26 

UNITED  MISSOURI  BANCSHARES 

927 

531 

48 

397 

-3 

NA 

NA 

4692 

10 

NA 

10.4 

3C  Banks  -  South  &  Southeast 

CROUP  COMPOSITE 

37394 

44 

37274 

0 

1995.1 

-13 

372722 

2 

16.9 

9.3 

NATIONSBANK 

59 

10319 

38 

1 1594 

-3 

201.9 

-66 

110319 

-5 

17.4 

4.6 

WACHOVIA 

160 

4853 

12 

3138 

-2 

229  5 

-34 

33158 

0 

22  7 

110 

SUNTRUST  BANKS 

164 

4809 

44 

3361 

-1 

370  7 

6 

34554 

3 

17  5 

14.8 

FIRST  UNION 

186 

4222 

75 

4321 

6 

318  7 

5 

46085 

13 

15  9 

10.6 

6ARNETT  BANKS 

339 

2311 

51 

3274 

0 

123,8 

85 

32721 

2 

NA 

6.5 

AMSOUTH  BANCORPORATION 

635 

958 

60 

900 

0 

80,4 

5 

9459 

9 

14  8 

1  1.4 

SOUTHTRUST 

642 

944 

72 

933 

7 

90,0 

29 

10158 

13 

17.7 

14.3 

FIRST  ALABAMA  BANCSHARES 

667 

896 

19 

659 

8 

78  3 

14 

6745 

6 

NA 

13.7 

FIRST  VIRGINIA  BANKS 

697 

832 

43 

588 

3 

69,6 

7 

6119 

14 

NA 

13  2 

SIGNET  BANKING 

712 

807 

109 

1305 

-9 

-25  7 

NM 

1 1239 

-1 

NA 

-3  6 

CENTRAL  FIDELITY  BANKS 

716 

791 

108 

639 

6 

60,4 

8 

6806 

10 

219 

14.5 

CRESTAR  FINANCIAL 

718 

790 

30 

1213 

-4 

33  8 

-45 

1  1828 

0 

13.2 

4.2 

FIRST  TENNESSEE  NATIONAL 

762 

732 

83 

756 

2 

63,8 

33 

7904 

18 

19.3 

14.9 

BANPONCE 

772 

722 

42 

927 

46 

64  6 

2 

8780 

-2 

NA 

10  5 

CENTRAL  BANCSHARES  OF  THE  SOUTH 

820 

665 

81 

572 

12 

59,4 

21 

6122 

25 

23.9 

15.1 

BB&T  FINANCIAL 

861 

608 

36 

594 

6 

60,2 

12 

6229 

21 

14  3 

12,7 

SYNOVUS  FINANCIAL 

886 

581 

12 

488 

21 

40.5 

13 

4070 

33 

12.0 

13.7 

18 

DOMINION  BANXSHARES 

912 

559 

63 

1030 

-7 

20.6 

NM 

971  1 

-6 

NM 

3.5 

19 

LIBERTY  NATIONAL  BANCORP 

938 

519 

70 

396 

6 

37.8 

15 

4338 

17 

15.0 

1  1.8 

20 

FIRST  AMERICAN 

990 

474 

132 

588 

-20 

16.9 

NM 

6377 

-2 

NM 

4.5 

3D  Banks  -  West  &  Southwest 

CROUP  COMPOSITE 

29146 

21 

40277 

-6 

751.1 

-74 

376625 

-1 

4.4 

2.9 

BANKAMERICA 

71 

9467 

33 

12268 

0 

1 124.0 

28 

1 15509 

4 

12.6 

15.8 

SECURITY  PACIFIC 

168 

4788 

34 

8922 

-14 

-774  5 

NM 

7641  1 

-10 

NM 

-22.6 

FIRST  INTERSTATE  BANCORP 

202 

3875 

10 

5120 

-15 

-288.1 

NM 

48922 

-5 

NM 

-16.0 

WELLS  FARGO 

228 

3341 

-19 

5861 

-2 

21,0 

-97 

53547 

-5 

NA 

0  1 

U.S.  BANCORP 

364 

2074 

27 

2014 

0 

196  4 

3 

18875 

2 

NA 

13,9 

BANCORP  HAWAII 

497 

141  1 

45 

1023 

7 

1  12.7 

18 

1  1409 

7 

20,2 

16,1 

FIRST  HAWAIIAN 

691 

850 

4 

578 

7 

81.7 

14 

651 1 

18 

16.3 

16.4 

8 

FIRST  SECURITY 

744 

756 

87 

707 

1 

59,6 

30 

7015 

8 

NA 

10  5 

9 

VALLEY  NATIONAL 

781 

710 

80 

1 132 

-1 

34.6 

361 

10652 

1 

8  5 

6.6 

10 

PUGET  SOUHD  BANCORP 

790 

702 

80 

500 

3 

49,1 

6 

4884 

6 

15,2 

14,7 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

CHANGE 

12 

CHANG! 

12 

CHANGE 

12 

CHANGE 

ON 

ON 

lOP 

FliOM 

MONTHS 

fROM 

MONTHS 

fHOM 

MONTHS 

f«OM 

INVESTED 

COMMON 

1000 

1991 

1991 

1990 

1991 

1990 

1991 

1990 

CAPITAl 

EQUITY 

BANK 

SMIl 

SMIL 

SMIl 

SMIl 

% 

t1 

UNION  BANK 

823 

663 

-13 

1633 

-3 

93.5 

-36 

1 7474 

7 

NA 

9.2 

12 

WEST  ONE  BANCORP 

955 

509 

36 

520 

3 

41.2 

-7 

5417 

10 

15.1 

1 1.2 

4  CHEMICALS 

INDUSTRY  COMPOSITE 

1 18015 

19 

129729 

-3 

5497.0 

-32 

137445 

1 

9.0 

9.6 

DUPONT 

12 

29535 

16 

38695 

-3 

1403.0 

-39 

36117 

-5 

7.8 

8.2 

DOW  CHEMICAL 

40 

15292 

7 

18807 

-5 

942.0 

-32 

24727 

3 

10,0 

9  7 

MONSANTO 

82 

83 11 

7 

8864 

-1 

296.0 

-46 

9227 

0 

7,7 

7.5 

AMERICAN  CYANAMID 

124 

5875 

13 

4986 

9 

358  8 

233 

5189 

0 

1  3  0 

13  6 

AIR  PRODUCTS  S  CHEMICALS 

162 

4840 

27 

2967 

0 

252.5 

5 

4417 

10 

10,8 

1  3,0 

W.R.  GRACE 

203 

3799 

44 

6049 

1 

219.2 

8 

6007 

-4 

9  1 

1  1 ,4 

GREAT  LAKES  CHEMICAL 

207 

3688 

27 

1308 

23 

157,5 

12 

1649 

17 

24,5 

18  8 

ARCO  CHEMICAL 

212 

3548 

1 

2837 

0 

188.0 

-39 

3679 

-2 

8  5 

1  1  ,4 

ROHM  S.  HAAS 

223 

3354 

17 

2763 

-2 

163.1 

-21 

2808 

7 

9.7 

12,4 

10 

UNION  CARBIDE 

242 

3142 

24 

4877 

-7 

-1  16.0 

NM 

5138 

-1 1 

NM 

-6.0 

" 

FREEPORT-McMORAN 

245 

3081 

41 

1579 

0 

96.7 

-69 

3565 

15 

1  1,6 

NA 

MORTON  INTERNATIONAL 

253 

2971 

29 

1967 

9 

143.4 

3 

2007 

6 

1  1 ,6 

12,3 

13 

ETHYL 

259 

2943 

-16 

2575 

2 

206.7 

-1 1 

7905 

18 

1  2,2 

16  9 

14 

NALCO  CHEMICAL 

322 

2421 

13 

1237 

16 

134.6 

6 

1324 

28 

1  6,4 

25  0 

'5 

HERCULES 

327 

2376 

22 

2929 

-8 

94.9 

-1 

3467 

-6 

5,8 

5,0 

16 

LUBRI20L 

345 

2218 

20 

1476 

2 

123.7 

-35 

1  172 

5 

15  5 

15,6 

" 

lYONDELL  PETROCHEMICAL 

400 

1830 

-2 

5729 

-12 

222.0 

-38 

1  479 

8 

32,3 

1  82.0 

18 

ENGELHARD 

425 

1675 

52 

2436 

-17 

87,9 

25 

1256 

-5 

12  0 

1  1  6 

19 

lOCTITE 

426 

1669 

33 

561 

1 

71.9 

7 

529 

8 

19  7 

19.9 

20 

BET2  LABORATORIES 

439 

1623 

1  1 

666 

12 

75.5 

15 

476 

1  1 

21  2 

27  6 

A.  SCHULMAN 

469 

1502 

95 

708 

-3 

42.0 

10 

384 

3 

16  2 

16.7 

IMC  FERTILIZER  GROUP 

512 

1340 

25 

1 100 

-3 

90.0 

2 

1884 

15 

8,0 

12.2 

INTERNATIONAL  SPECIALTY  PRODUCTS 

525 

1286 

NA 

528 

5 

43.0 

62 

1075 

1 

9  6 

9.3 

B.F.  GOODRICH 

542 

1216 

1  1 

2472 

2 

-80.6 

NM 

2425 

6 

NM 

-7  3 

WITCO 

613 

1010 

26 

1631 

0 

73.5 

8 

1  198 

2 

10,2 

12.2 

OLIN 

621 

982 

9 

2275 

-12 

-12.7 

NM 

2012 

8 

NM 

-3,6 

CROMPTON  S  KNOWIES 

647 

940 

52 

450 

15 

35.9 

20 

309 

9 

211 

27.0 

WELLMAN 

653 

923 

27 

806 

-3 

45.3 

-26 

865 

-3 

8  7 

10,9 

GEORGIA  GULF 

680 

864 

63 

838 

-10 

61.5 

-36 

416 

-9 

50,4 

NM 

FERRO 

728 

782 

68 

1057 

-6 

4.8 

-75 

672 

-2 

17 

NA 

CABOT 

764 

731 

18 

1467 

-7 

42.7 

6 

1571 

-14 

7  3 

10.0 

M.A.  HANNA 

880 

588 

-4 

1  146 

3 

-16  7 

NM 

1033 

-3 

NM 

-4  7 

H.B.  FULLER 

911 

560 

67 

853 

8 

27.7 

31 

509 

4 

NA 

13.3 

LAWTER  INTERNATIONAL 

913 

559 

25 

153 

2 

26.5 

13 

171 

18 

NA 

23,9 

DEXTER 

921 

543 

-10 

938 

3 

-7.1 

NM 

784 

3 

-0.5 

-2.3 

5  CONGLOMERATES 

INDUSTRY  COMPOSITE 

115313 

1  1 

163964 

0 

5467.2 

-35 

340555 

6 

11.8 

10.1 

GENERAL  ELECTRIC 

3 

66969 

15 

59379 

3 

4435.0 

3 

168259 

9 

21.2 

20.5 

ITT 

93 

7307 

13 

20421 

-1 

817.0 

-23 

51880 

8 

7  9 

9  8 

ALLIED-SIGNAL 

102 

6769 

68 

1 1831 

-4 

-273.0 

NM 

10382 

-1 

NM 

-9,2 

ROCKWELL  INTERNATIONAL 

121 

5914 

-12 

1 1549 

-7 

582.3 

-6 

9236 

-3 

13.2 

13.8 

TENNECO 

161 

4845 

-21 

13662 

-6 

-674.0 

NM 

18696 

-2 

NM 

-30.9 

TEXTRON 

236 

3196 

21 

7840 

-1 

299.5 

6 

15740 

6 

7  4 

10,5 

TRW 

288 

2666 

6 

7913 

-3 

-140.0 

NM 

5635 

1 

NA 

-7.3 

PALL 

329 

2359 

28 

669 

10 

812 

15 

780 

4 

16  1 

16  3 

HOUSEHOLD  INTERNATIONAL 

354 

2118 

23 

4594 

6 

149.8 

-36 

29982 

2 

NA 

7.7 

DIAL 

376 

1990 

68 

3569 

1 

122,4 

5 

5401 

4 

8  3 

111 

ALCO  STANDARD 

430 

1663 

27 

4807 

3 

91  7 

18 

1948 

-5 

NA 

10.9 

GENERAL  CINEMA  7. 

437 

1625 

-3 

3584 

-2 

-257.2 

NM 

6208 

102 

-110 

-56  9 

WHITMAN 

453 

1549 

-37 

2393 

4 

80.4 

NM 

2123 

-37 

10.9 

17,8 

PREMARK  INTERNATIONAL 

460 

1523 

121 

2816 

3 

102.3 

97 

1986 

-5 

1  1,7 

13,2 

TELEDYNE 

481 

1462 

18 

3207 

-7 

-25.4 

NM 

1719 

3 

NM 

-5.6 

PENN  CENTRAL 

578 

1092 

-13 

1669 

54 

63  4 

-15 

3383 

1 

4,5 

4,0 

OGDEN 

620 

983 

9 

1568 

1 

57.6 

-1 

2856 

5 

5.0 

1 1.8 

18 

VALHI 

805 

683 

-25 

766 

0 

20.1 

-73 

1  177 

-64 

7  7 

5  2 

19 

ITEL 

874 

597 

0 

1728 

-6 

-65.8 

NM 

3162 

-25 

NA 

-16.4 
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In  the  largest  common  equit}'  offering  ever  tor  a  U.S.  finan- 
cial institution,  (Chemical  Banking  Corporation  added  more  dian 
$1.5  billion  to  an  already  strong  capital  base. 

We  now  total  $139  billion  in  assets  and  S8.8  billion  in 
shareholders'  equity. 

It  takes  diis  capital  strengdi  plus  somediing  more  to  forge 


a  competitive  edge— to  convince  you  as  a  client  to  choose  us  over 
odier  institutions. 

It  takes  die  experience,  intelhgence  and  ingenuity  our  people 
use  to  solve  problems— a  combination  of  knowledge  and  drive  we 
call  intellectual  currency.  Without  die  energizing  spark  of  intellec- 
tual currency,  capital  strength  can't  be  used  to  its  full  potential. 


^Chemical 


Tien  you  put  both  to  work  the  possibiHties  are  endless. 

Individuals  and  corporations  come  to  us  for  intelligent  finan- 
il  solutions  as  well  as  financial  strength.  In  24-hour,  integrated 
jrld  markets  borrowers  and  investors  alike  turn  to  us  for  streams 
ideas  as  well  as  lines  of  capital. 

Our  combination  of  intellectual  currency  and  capital 


strength  helps  personal  assets  grow,  helps  growing  businesses 
set  and  reach  new^  goals,  and  creates  even  more  responsive  and 
cost-efficient  operating  services. 

Intellectual  currency'  and  capital  strength.  They  are  in  place 
at  all  our  locations  now— to  dissolve  obstacles,  create  momentum, 
and  help  you  build  what  you  want  to  build. 


Intellectual  Currency.  Capital  Strength. 


1992  Chemical  Banking  Corporalion 


U.S.  COMPANIES  RANKED  BY  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

lOP 
1000 
tANK 

SMIl 

CHANGE 
FtOM 

1991 

% 

12 

MONTHS 

1991 
$Mll 

CHANGE 
FliOM 
1990 

% 

12 

MONTHS 
1991 
SMIL 

CHANGE 
FIOM 
1990 

12 

MONTHS 
1991 
SMIl 

CHANGE 
FHOM 
1990 

ON 
INVESTED 
CAPITAl 

ON 
COMMON 
EQUITY 
% 

6  CONSUMER  Products 

INDUSTRY  COMPOSITE 

297210 

19 

217006 

8 

14079.5 

13 

212714 

5 

14.4 

21.7 

6A  APPAREL 

GROUP  COMPOSITE 

20374 

38 

14133 

16 

1160.3 

18 

9781 

9 

19.6 

22.7 

NIKE 

\  146 

5375 

36 

3212 

20 

305.3 

6 

1746 

19 

25.8 

25.5 

112  CLAIBORNE 

218 

3428 

-12 

2007 

16 

222  7 

8 

1072 

19 

NA 

25  3 

REEBOK  INTERNATIONAL 

251 

2991 

8 

2734 

27 

234.7 

33 

143! 

2 

23.7 

30.6 

FRUIT  OF  THE  LOOM 

308 

2504 

206 

1514 

5 

82  7 

-1 1 

2131 

-1 

NA 

12.9 

VF 

324 

2409 

63 

2952 

13 

161.3 

99 

2127 

15 

13.4 

19.1 

RUSSELL 

471 

1496 

42 

805 

13 

56.8 

-16 

818 

3 

103 

11.8 

STRIDE  RITE 

482 

1461 

48 

574 

11 

66.0 

19 

332 

25 

27.1 

27.4 

8 

JONES  APPAREL  CROUP 

782 

710 

NA 

334 

16 

30.8 

65 

123 

NA 

38.8 

42.8 

6B  APPLIANCES  &  HOME  FURNISHINGS 

CROUP  COMPOSITE 

15235 

32 

21116 

2 

597.8 

-11 

18210 

4 

6.8 

8.2 

1 

MASCO 

196 

4002 

20 

3141 

-2 

44.9 

-68 

3786 

1 

3.3 

2.5 

2 

WHIRLPOOL 

255 

2967 

55 

6770 

2 

170,0 

136 

6162 

7 

NA 

11.4 

3 

MAVTAC 

378 

1967 

33 

2971 

-3 

79  0 

-20 

2535 

-2 

7.1 

7.8 

4 

CIRCUIT  CITr  STORES 

462 

1516 

87 

2628 

13 

60.9 

-8 

1204 

18 

13.8 

15.2 

5 

ARMSTRONC  WORLD  INDUSTRIES 

548 

1183 

18 

2439 

-3 

60.6 

-59 

2140 

1 

6.2 

6.5 

6 

lECCETT  &  PLATT 

742 

759 

34 

1082 

-1 

39.4 

34 

656 

-3 

9.4 

12.2 

7 

ROVAL  APPLIANCE  MFG. 

801 

687 

NA 

273 

128 

27.4 

299 

121 

96 

NA 

NA 

g 

HEILIC-MEVERS 

862 

608 

110 

487 

1 1 

24.2 

16 

586 

14 

9.8 

9.4 

9 

NATIONAL  PRESTO  INDUSTRIES 

903 

564 

68 

162 

27 

36.7 

26 

254 

8 

16.  J 

16.7 

10 

KIMBALL  INTERNATIONAL 

960 

502 

17 

553 

-6 

29.9 

-24 

396 

4 

9  9 

9  8 

11 

lA-Z-60r  CHAIR 

979 

480 

34 

610 

0 

24.9 

-4 

370 

5 

9.6 

10.6 

6C  Beverages 

CROUP  COMPOSITE 

97630 

17 

49347 

8 

3721.4 

4 

48817 

11 

IS. 6 

21.9 

COCA-COLA 

6 

52411 

50 

11572 

13 

1618.0 

17 

10222 

10 

33.3 

38.3 

PEPSICO 

15 

25054 

-2 

19608 

10 

1080  2 

-1 

18783 

10 

12  0 

20  8 

ANHEUSER-BUSCH 

39 

15619 

17 

10996 

2 

939.8 

12 

9960 

4 

15.6 

21.8 

BROWN-FORMAN 

365 

2063 

1 

1203 

9 

141.9 

-1 

1223 

15 

18.4 

20.5 

COCA-COLA  ENTERPRISES 

408 

1767 

-1 1 

4051 

0 

-82.4 

NM 

6677 

33 

NM 

-6.5 

ADOIPH  COORS 

776 

716 

-18 

1917 

4 

23.9 

-39 

1952 

16 

NA 

2.1 

6D  Personal  Care 

CROUP  COMPOSITE 

67910 

20 

50421 

8 

3138.3 

-5 

40076 

10 

15.3 

23.4 

1 

PROCTER  S  GAMBLE 

10 

33558 

1 1 

28229 

9 

1787.0 

3 

23733 

15 

15.7 

25.4 

2 

GILLETTE 

58 

10483 

38 

4684 

8 

427,4 

16 

3543 

5 

27  5 

41  6 

3 

COLGATE-PALMOLIVE 

112 

6332 

27 

6060 

6 

124.9 

-61 

4324 

7 

7.3 

1 1.6 

4 

INTERNATIONAL  FLAVORS  i  FRAGRANCES 

197 

3960 

22 

1017 

6 

168.7 

8 

1217 

8 

18.9 

18  3 

5 

AVON  PRODUCTS 

226 

3345 

36 

3593 

4 

210  7 

8 

1729 

-16 

NA 

76.5 

6 

TAMBRANDS 

292 

2629 

8 

661 

5 

79,0 

-19 

382 

-1 

312 

31.5 

7 

CLOROX 

301 

2547 

18 

1679 

8 

62.2 

-56 

1484 

-4 

76 

7.6 

8 

ECOLAB 

598 

1040 

66 

918 

-9 

55.7 

-4 

1220 

21 

8  4 

9  1 

9 

BLOCK  DRUG 

610 

1012 

17 

549 

1 1 

56.4 

11 

618 

16 

12.5 

13.1 

10 

ALBERTO-CULVER 

807 

681 

-7 

930 

15 

31.5 

-14 

562 

32 

9.5 

12,1 

11 

SIANHOME 

825 

658 

-18 

710 

5 

45.1 

-12 

419 

7 

21.4 

20  2 

12 

NEUTROGENA 

887 

580 

36 

239 

13 

22  1 

60 

159 

17 

20.8 

20.8 
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COMPANY 

MARKET  VALUE 

SALES 

PROf  IT  S 

ASSETS 

n  c  T II  n  u 
RETURN 

lOP 
1000 
RANK 

Sun 

CHANGE 
FROM 
1991 

12 

MONTHS 
1991 
SMIl 

CHANGE 
FROM 
1990 

12 

MONTHS 
1991 
SMU 

CHANGE 
FROM 
1990 

12 

MONTHS 
1991 
SMIl 

CHANGE 
FROM 
1990 

ON 
INVESTED 
CAPITAl 

ON 
COMMON 

EOuiry 

CHURCH  t  DWIGHT 

:  898 

570 

21 

485 

13 

26.5 

14 

237 

-11 

19.2 

19.8 

14 

NCH 

943 

515 

-7 

666 

-1 

41,2 

-3 

449 

7 

15.5 

16.2 

6E  TOBACCO 

GROUP  COMPOSITE 

96061 

14 

81989 

7 

5461.7 

38 

95831 

0 

14.0 

24.5 

PHIIIP  MORRIS 

2 

68770 

11 

48064 

8 

39270 

1 1 

47384 

2 

17.2 

31.4 

RJR  NABISCO  HOLDINGS 

54 

11217 

33 

14989 

8 

368.0 

NM 

32131 

-2 

7,9 

4  7 

AMERICIN  BRANDS 

77 

8940 

-4 

14064 

2 

806.1 

37 

13727 

0 

15,6 

20,0 

UST 

130 

5749 

27 

907 

19 

265.9 

19 

657 

5 

56  1 

56  1 

UNIVERSAL 

656 

920 

96 

2907 

4 

70.2 

79 

1318 

-7 

23,0 

24,1 

DIBRELL  BROTHERS 

998 

466 

129 

1059 

21 

24.5 

45 

615 

8 

13,9 

23.1 

7 

CONTAINERS  &  PACKAGING 

INDUSTRY  COMPOSITE 

15036 

34 

19904 

8 

582.8 

-29 

28370 

15 

6.5 

7.2 

7 A  Glass,  METAL  &  PLASTIC 

CROUP  COMPOSITE 

3594 

43 

6075 

37 

194.3 

24 

4484 

18 

10.0 

12.1 

1 

CROWN  CORK  i  SEAL 

293 

2620 

42 

3807 

24 

128.1 

20 

2906 

3 

10.8 

12.4 

2 

BALL 

627 

974 

62 

2267 

67 

66.2 

32 

1578 

66 

8  7 

1  1,5 

7B  Paper 

GROUP  COMPOSITE 

11443 

32 

13829 

-2 

388.4 

-41 

23886 

14 

5.8 

5.8 

1 

TEMPLE-INLAND 

262 

2904 

40 

2507 

4 

138.4 

-40 

10068 

29 

6.6 

9.1 

2 

STONE  CONTAINER 

381 

1962 

122 

5384 

-6 

-49.1 

NM 

6903 

3 

NM 

-3,5 

3 

SONOCO  PRODUCTS 

418 

1708 

3 

1697 

2 

94.8 

88 

1  136 

2 

14,1 

16,9 

4 

ST.  JOE  PAPER 

539 

1220 

13 

582 

-5 

27  6 

-33 

1342 

2 

3,4 

3,4 

5 

FEDERAL  PAPER  BOARD 

543 

1210 

16 

1435 

4 

82  4 

-30 

2470 

16 

6,7 

NA 

6 

BEMIS 

560 

1  134 

16 

1142 

1 

53,0 

4 

719 

4 

13,5 

17,1 

7 

LONGVIEW  FIBRE 

701 

827 

28 

644 

-4 

19.1 

-62 

920 

6 

4,9 

5,1 

8 

GREIF  BROS. 

981 

477 

18 

437 

0 

22  2 

1 

327 

10 

8  1 

8,1 

8 

DISCOUNT  &  FASHION  RETAILING 

INDUSTRY  COMPOSITE 

194794 

30 

282996 

12 

8052.2 

4 

221856 

12 

11.5 

14.1 

t 

WAL-MART  STORES 

4 

60954 

49 

43887 

35 

1608,5 

25 

15443 

36 

18.6 

25.1 

2 

SEARS,  ROEBUCK 

38 

15785 

44 

57242 

2 

1  144  9 

28 

106435 

1  1 

12  6 

8,7 

3 

HOME  DEPOT 

48 

12957 

116 

5137 

35 

249,2 

52 

2510 

53 

13.1 

15,6 

4 

KMART 

61 

10088 

25 

34969 

8 

859.0 

14 

15999 

15 

111 

15  5 

5 

TOYS  'R'  US 

67 

9831 

24 

6124 

1  1 

339,5 

4 

4958 

14 

14.7 

15  7 

6 

THE  LIMITED 

68 

9808 

7 

6149 

1  7 

403  3 

1 

3536 

18 

16  8 

23,7 

7 

i.e.  PENNEY 

96 

7225 

12 

17295 

-1 

528.0 

-9 

12520 

2 

9,1 

13,3 

8 

MAY  DEPARTMENT  STORES 

98 

7202 

8 

10615 

5 

515,0 

3 

8636 

8 

1  1,5 

22  8 

9 

THE  GAP  > 

108 

6409 

83 

2519 

30 

229.9 

59 

1  147 

48 

30,4 

33,9 

10 

MELVILLE 

151 

5162 

-1 

9886 

14 

346,7 

-10 

4229 

4 

NA 

21  9 

11 

DAYTON  HUDSON 

172 

4737 

-3 

16115 

9 

301,0 

-27 

9485 

1  1 

8,6 

12,4 

12 

DILLARD  DEPARTMENT  STORES 

174 

4691 

21 

4036 

12 

206  2 

13 

3499 

16 

10  8 

13,9 

13 

COSTCO  WHOLESALE 

187 

4204 

77 

5614 

27 

91,5 

63 

1331 

33 

13,1 

12,9 

14 

WOOLWORTH 

204 

3746 

-14 

9914 

1 

-53  0 

NM 

5292 

8 

NM 

-2  3 

15 

NORDSTROM 

237 

3192 

15 

3180 

10 

135  8 

17 

2042 

7 

12,1 

15,0 

16 

AUTOZONE 

304 

2519 

NA 

868 

25 

49  2 

82 

418 

20 

22,5 

21,8 

17 

PRICE 

314 

2469 

18 

7056 

22 

137,4 

7 

2089 

39 

1  1,6 

16,8 

18 

CHARMING  SHOPPES 

456 

1536 

108 

1021 

15 

58,3 

45 

663 

27 

16,5 

17  3 

19 

LOWE'S 

485 

1447 

27 

3056 

8 

6  5 

-91 

1441 

20 

NM 

1,0 

20 

MERCANTILE  STORES 

489 

1437 

5 

2442 

3 

1  14,0 

-8 

1735 

4 

8  9 

9,4 

21 

TJX 

536 

1248 

1 

2758 

13 

70,1 

-5 

1  105 

6 

15,1 

26,9 

22 

PEP  BOYS-MANNY,  MOE  S  JACK 

557 

1  150 

80 

971 

9 

36  0 

-9 

833 

10 

7,9 

9  7 

23 

PETRIE  STORES 

593 

1052 

1 1 

1343 

4 

8,0 

-67 

878 

-1 

1.9 

1,3 

24 

FAMILY  DOLLAR  STORES 

603 

1026 

119 

1029 

15 

44,1 

44 

435 

19 

18,7 

18,7 

25 

DUTY  FREE  INTERNATIONAL 

608 

1018 

139 

188 

79 

23  8 

63 

199 

59 

14,4 

19,7 

26 

SERVICE  MERCHANDISE 

676 

876 

89 

3400 

-1 

76  t 

25 

1807 

-1 

18  0 

499,3 

27 

EDISON  BROTHERS  STORES 

715 

791 

20 

1367 

14 

61,3 

1 

843 

10 

13  9 

17.0 

28 

TIFFANY 

745 

753 

3 

492 

8 

31,8 

-13 

395 

29 

13  1 

16  5 

29 

FINGERHUT 

761 

733 

42 

1428 

14 

53  6 

12 

737 

37 

15,1 

15.7 
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U.S.  COMPANIES  RANKED  BY  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
RANK 

$MIL 

CHANGE 
FROM 
1991 

12 

MONTHS 
1991 
SMIL 

CHANGE 
FROM 

1990 

12 

MONTHS 
1991 
SMIL 

CHANGE 
FROM 
1990 

12 

MONTHS 
1991 
SMIL 

CHANGE 
FROM 
1990 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EOUITY 

30 

HOME  SHOPPING  NETWORK 

763 

732 

56 

1 079 

3 

-8.5 

NM 

583 

3 

-8.5 

-4  8 

SPIEGEL 

768 

728 

-29 

1 976 

-1 

1 6  9 

-73 

1  725 

-1 

4  6 

3  8 

CONSOLIDATED  STORES 

806 

682 

1 98 

753 

1 4 

20.1 

342 

343 

-2 

1 1  7 

1 3  1 

U.  S.  SHOE 

809 

679 

1 9 

2737 

-1 

-28  8 

NM 

1 1 77 

_7 

NM 

-5  7 

34 

WAB&N 

812 

675 

52 

2784 

16 

30.0 

63 

786 

36 

7.2 

7.7 

FRED  MEVER 

848 

620 

72 

2703 

9 

45  2 

35 

973 

7 

NA 

13  5 

(ML  GROUP 

850 

618 

168 

402 

29 

29.9 

65 

191 

5 

26.7 

32  9 

FIIENE'S  BASEMENT 

865 

606 

NA 

444 

NA 

NA 

NA 

193 

28 

NA 

NA 

VALUE  CITV  DEPARTMENT  STORES 

867 

603 

NA 

639 

15 

27.1 

61 

263 

NA 

22.7 

22.8 

PIC  N'  SAVE 

900 

569 

71 

545 

NA 

31,8 

NA 

387 

-2 

12  7 

15.6 

MERRY-GO-ROUND  ENTERPRISES 

901 

567 

-31 

732 

24 

39.2 

13 

335 

39 

NA 

19.7 

LANDS'  END 

915 

557 

43 

641 

1 1 

23.4 

44 

274 

41 

NA 

20.8 

DIAGNOSTEK 

920 

547 

76 

278 

33 

11.2 

57 

212 

82 

7.6 

7.3 

HECHINOER 

926 

531 

58 

1608 

15 

26.1 

12 

934 

13 

5.2 

5.1 

VENTURE  STORES 

942 

515 

104 

1522 

7 

41.5 

20 

509 

13 

22.1 

33.5 

DOLLAR  GENERAL 

947 

513 

134 

713 

1  1 

18  1 

40 

297 

10 

1 1.0 

13.1 

SHOPKO  STORES 

959 

504 

NA 

1586 

NA 

49.2 

NA 

841 

5 

1 1.7 

16.3 

NEIMAN  MARCUS  GROUP 

963 

500 

-7 

1755 

2 

4.2 

-81 

1193 

4 

3.5 

NM 

9   ELECTRICAL  &  ELECTRONICS 

INDUSTRY  COMPOSITE 

98677 

16 

115830 

3 

3097.1 

-35 

112685 

0 

6.6 

6.1 

9A  Electrical  PRODUCTS 

GROUP  COMPOSITE 

31120 

8 

30688 

-1 

100.7 

-93 

37550 

-4 

1.4 

0.4 

EMERSON  ELECTRIC 

52 

11911 

25 

7443 

-4 

637.7 

3 

6562 

2 

18.4 

18.8 

WESTINGHOUSE  ELECTRIC 

103 

6742 

-20 

12794 

-1 

-1086.0 

NM 

20159 

-9 

NM 

-38  6 

COOPER  INDUSTRIES 

109 

6381 

16 

6163 

-1 

393.2 

9 

7149 

0 

10.1 

10.7 

HUBBELL 

424 

1680 

12 

756 

5 

90  6 

5 

670 

10 

17,7 

17.9 

RAYCHEM 

504 

1374 

29 

1273 

6 

-24  1 

NM 

1330 

-2 

NM 

-3.4 

NATIONAL  SERVICE  INDUSTRIES 

535 

1257 

-6 

1599 

-3 

25.3 

-75 

1023 

7 

4,0 

3  8 

THOMAS  i  BETTS 

590 

1067 

17 

566 

-5 

48.5 

0 

600 

2 

11.2 

13.3 

8 

AMERICAN  POWER  CONVERSION 

786 

708 

250 

94 

58 

15.6 

67 

58 

62 

39.5 

42.2 

9B  ELECTRONICS 

GROUP  COMPOSITE 

24085 

15 

47058 

4 

2011.0 

-9 

40786 

2 

9.9 

9.7 

MOTOROLA 

63 

9948 

17 

11341 

4 

454.0 

-9 

9375 

7 

9.8 

9  8 

RAYTHEON 

117 

6047 

19 

9274 

0 

591,7 

6 

6087 

-1 

20  5 

18  5 

LITTON  INDUSTRIES 

389 

1902 

7 

5463 

6 

68.4 

-60 

5090 

-5 

5.9 

5.6 

CM  HUGHES  ELECTRONICS 

NR 

1321 

-23 

1  1481 

-1 

505.0 

-30 

12931 

2 

6.5 

6,1 

HARRIS 

538 

1232 

19 

2997 

-2 

89.7 

149 

2417 

-7 

9.0 

8.6 

E-SYSTEM$ 

574 

1101 

-3 

1991 

10 

109.5 

16 

1067 

16 

14,3 

15.2 

LORAL 

596 

1043 

7 

2870 

60 

1  12.1 

32 

2509 

3 

11,1 

11.8 

s 

VARIAN  ASSOCIATES 

731 

774 

-4 

1366 

5 

52.7 

214 

875 

-3 

1 1.3 

12.3 

9 

SENSORMATIC  ELECTRONICS 

775 

717 

62 

274 

29 

27.8 

28 

435 

52 

7.3 

1 1.6 

9C  INSTRUMENTS 

GROUP  COMPOSITE 

13375 

20 

18661 

0 

136.8 

-61 

15375 

-5 

1.4 

2.3 

HONEYWELL 

156 

5039 

17 

6193 

-2 

331.1 

-1 1 

4807 

1 

16.8 

19.3 

JOHNSON  CONTROLS 

455 

1539 

37 

4626 

1 

99.0 

12 

2832 

1 

8.3 

10  2 

PERKIN-ELMER 

563 

1131 

20 

868 

1 

-4.9 

NM 

816 

-7 

-1.4 

0.0 

THERMO  ELECTRON 

580 

1084 

48 

805 

12 

47  1 

35 

1085 

26 

NA 

10  5 

MILLIPORE 

616 

992 

-12 

748 

6 

60.4 

117 

784 

7 

11. 4 

12.6 
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Who  offers  long  term  care 
insurance  that  protects 
your  lifestyle  best? 


U.S.  COMPANIES  RANKED  BY  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOf 
1000 
RANK 

SMIL 

CHANGE 
fSOM 

12 

MONTHS 

1001 
S  Ml, 

CHANGE 
FSOM 

1990 

12 

MONTHS 
1001 

CHANGE 
F80M 
1990 

12 

MONTHS 
1991 
SMIt 

CHANGE 
FSOM 
1990 

ON 

INVESTED 
CAPiTil 

% 

ON 
COMMON 
EQUITY 
% 

6 

IMETEK 

754 

742 

38 

715 

8 

38.0 

2 

597 

-3 

NA 

18.7 

7 

IHERMO  INSIRUMENI  SYSTEMS 

838 

633 

26 

339 

19 

24.8 

31 

498 

32 

7.8 

1 1.5 

8 

BECKMAN  INSTRUMENTS 

851 

618 

25 

858 

5 

38  1 

5 

712 

5 

11.8 

111 

9 

TERiDYNE 

897 

572 

86 

509 

1 1 

18.3 

NM 

421 

8 

7.3 

6.2 

10 

HENUY  GROUP 

934 

523 

44 

1689 

-7 

-560.0 

NM 

1935 

-39 

NM 

NM 

1 1 

TEKTRONIX 

961 

502 

-23 

1311 

-6 

44.9 

NM 

888 

-2 

10.2 

10.1 

9D  SEMICONDUCTORS 

GROUP  COMPOSITE 

30098 

26 

19424 

9 

848.7 

4 

18974 

8 

7.5 

7.2 

1 

INTEL 

49 

12699 

24 

4779 

22 

818.6 

26 

6292 

17 

18  4 

18.5 

2 

iMP 

106 

6508 

16 

3095 

2 

259  3 

-10 

3007 

3 

14.5 

13.6 

3 

TEXAS  INSTRUMENTS 

268 

2834 

-22 

6784 

3 

-409  0 

NM 

5009 

-1 

NM 

-27.9 

4 

MOIEX 

412 

1743 

25 

740 

14 

63  3 

-4 

773 

16 

10.0 

10.2 

5 

ADVANCED  MICRO  DEVICES 

487 

1439 

86 

1227 

16 

145.3 

NM 

1292 

16 

NM 

17.2 

6 

NAIIONAl  SEMICONDUCTOR 

570 

1 117 

42 

1656 

-4 

-150  4 

NM 

1065 

-12 

NM 

-32.6 

7 

MICRON  TECHN0106Y 

784 

709 

17 

457 

32 

15.0 

NM 

710 

7 

3.4 

3.0 

8 

VICOR 

803 

684 

249 

56 

51 

1  1.2 

121 

78 

182 

17.8 

18.2 

9 

XILINX 

842 

629 

22 

130 

56 

22.8 

71 

138 

36 

21.4 

22.1 

to 

LINEAR  TECHNOLOGY 

853 

616 

106 

107 

29 

20.7 

49 

134 

29 

19.7 

20  2 

11 

CYPRESS  SEMICONDUCTOR 

860 

610 

-10 

287 

27 

34.2 

3 

375 

21 

1  1.4 

1  1.4 

12 

ALTERA 

952 

510 

46 

107 

36 

17.8 

33 

102 

36 

21.9 

21.9 

10 

FOOD 

INDUSTRY  COMPOSITE 

161762 

5 

299685 

4 

8713.7 

43 

132077 

8 

14.4 

21.5 

lOA  FOOD  DISTRIBUTION 

GROUP  COMPOSITE 

7685 

7 

37862 

6 

490.7 

11 

9085 

5 

10.9 

14.6 

1 

SYSCO 

191 

4128 

13 

8469 

8 

161.6 

11 

2263 

5 

12.3 

16.1 

2 

SUPER  VALU  STORES 

384 

1952 

-2 

10744 

3 

207  3 

37 

2581 

1 

15.1 

18.9 

3 

FLEMING 

561 

1 132 

3 

12902 

8 

72.3 

-26 

2971 

10 

6.6 

7.0 

4 

WETTERAU 

991 

473 

-27 

5747 

2 

49.5 

-1 

1271 

6 

9.9 

19.1 

lOB  FOOD  PROCESSING 

GROUP  COMPOSITE 

122076 

7 

137460 

5 

6668.6 

21 

85855 

10 

15.5 

20.7 

KELLOGG 

47 

13708 

37 

5787 

12 

606.0 

21 

3933 

5 

30.1 

28.9 

SARA  LEE 

51 

12203 

43 

12651 

4 

714.7 

43 

9754 

25 

15.6 

23.7 

GENERAL  MILLS 

55 

10964 

22 

7486 

9 

492.6 

18 

4240 

14 

25  0 

38.0 

K.J.  MEIN2 

73 

9392 

-3 

6553 

1 

648.7 

19 

6172 

23 

27.1 

28.5 

CAMPBELL  SOUP 

74 

9309 

4 

6133 

-3 

450.9 

697 

4376 

2 

19.2 

23.5 

ARCHER  DANIELS  MIDLAND 

78 

8818 

29 

8801 

5 

499.1 

9 

6964 

15 

10.7 

1  1.7 

CONAGRA 

110 

6376 

10 

20485 

15 

345.4 

25 

10667 

7 

12.2 

15.5 

CPC  INTERNATIONAL 

114 

6302 

2 

6189 

7 

404  2 

8 

4510 

0 

NA 

29.3 

RALSTON  PURINA 

126 

5864 

-3 

7448 

4 

387.3 

-3 

4775 

6 

15.0 

41.3 

QUAKER  OATS 

167 

4792 

1  1 

5570 

5 

256.6 

13 

2844 

-8 

18.5 

30.0 

BORDEN 

171 

4738 

-6 

7235 

-5 

294.9 

-19 

5481 

4 

1  1.0 

14.9 

HERSHEY  FOODS 

206 

3709 

4 

2899 

7 

219.5 

2 

2342 

13 

15  0 

16.4 

WM.  WRISLEY  JR. 

269 

2828 

21 

1 149 

3 

1287 

10 

625 

11 

27.9 

27.8 

GERBER  PRODUCTS 

298 

2570 

21 

1209 

3 

106  4 

-6 

838 

5 

20.6 

24.2 

TYSON  FOODS 

326 

2405 

-8 

3978 

4 

148.5 

18 

2598 

2 

119 

17.4 

PET 

348 

2190 

NA 

1878 

-1 

99  6 

NM 

1532 

0 

1 1.0 

18.7 

MCCORMICK 

352 

2141 

57 

1428 

8 

80.9 

17 

1032 

9 

16.6 

20  8 

18 

DOLE  FOOD 

371 

2019 

0 

3216 

7 

133.7 

1  1 

2565 

8 

1  1.4 

13.1 
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UNUM. 

That's  who. 


UNUM.  You  benefit  fi-om  long  term  care 
plans  that  meet  your  person^  needs  or  the 
needs  of  current  and  retired  employees. 
Plans  designed  by  the  nation's  leading 
disability  insurer. 

UNUM.  You  preserve  an  independent 
lifestyle  because  your  benefits  can  pay  for 
a  wide  range  of  long  term  care  services, 
including  both  nursing  home  and 
home  care. 

UNUM.  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits, 
retirement  and  long  term  care  plans. 


You  can  count  on  what  we  know. 

UNUM  Life  Insurance  Company  of  America,  Portland,  Maine  04122  (All  states  except  New  York) 
First  UNUM  Life  Insurance  Company,  Tarr>town,  New  York  10591  (New  York  state  only) 
©  1992  UNLiM  Corporation 


1-800-634-8026 


U.S.  COMPANIES  RANKED  BY  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

lOP 
1000 
R4NK 

$Mlt 

CHANGE 
FROM 
1991 

12 

MONTHS 
1991 
SMIL 

CHANGE 
FROM 
1990 

% 

12 

MONTHS 
1991 
SMIl 

CHANGE 
FROM 

im 

12 

MONTHS 
1991 
SMIl, 

CHANGE 
FROM 
1990 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

19 

PIONEER  HI-BRED  INTERNATIONAl 

373 

2017 

36 

1131 

17 

108.4 

62 

1289 

4 

17.0 

16.8 

20 

CHIOUITA  BRANDS  INTERNATIONAL 

420 

1692 

-2 

4627 

8 

128.5 

37 

2892 

57 

9.4 

12.7 

2t 

GEO.  A.  HORMEL 

491 

1427 

-1 

2764 

0 

83.0 

0 

857 

7 

14.0 

142 

22 

DEAN  FOODS 

609 

1015 

-17 

2168 

1 

72  7 

9 

883 

1 

13.8 

16.3 

23 

J.M.  SMUCKER 

661 

908 

40 

480 

7 

33.4 

7 

263 

10 

16.0 

16.1 

24 

UNIVERSAL  FOODS 

688 

856 

-9 

843 

4 

58  0 

15 

682 

14 

14.6 

19.0 

25 

LANCE 

732 

774 

2 

450 

1 

37.7 

-18 

300 

3 

15.9 

15.9 

26 

IBP 

750 

745 

-36 

10388 

2 

14 

-97 

1450 

-5 

3  7 

03 

27 

TOOTSIE  ROLL  INDUSTRIES 

755 

741 

64 

208 

7 

26.5 

18 

183 

10 

17.8 

17.3 

28 

FLOWERS  INDUSTRIES 

929 

530 

9 

838 

1 

24  0 

-24 

455 

4 

9.3 

1 1.7 

29 

SAVANNAH  FOODS  S  INDUSTRIES 

931 

529 

-20 

1200 

-1 

38.3 

-21 

430 

3 

15.1 

17.4 

30 

INTERNATIONAL  MULTIFOODS 

949 

512 

-6 

2271 

4 

39.0 

26 

921 

9 

12.5 

11.6 

IOC  Food  Retailing 

GROUP  COMPOSITE 

32001 

-1 

124363 

2 

1554.4 

945 

37137 

4 

12.4 

30.9 

FOOD  LION 

99 

7132 

31 

6439 

15 

205.2 

19 

1992 

28 

17.8 

24.8 

ALBERTSON'S 

133 

5733 

5 

8680 

6 

257.8 

10 

2186 

1 1 

20.7 

22.1 

WINN-DIXIE  STORES 

248 

3075 

8 

10203 

2 

177.9 

12 

1847 

8 

20.0 

20.3 

AMERICAN  STORES 

319 

2441 

-8 

20823 

-6 

240.2 

32 

7073 

-3 

90 

16.0 

SAFEWAY 

421 

1685 

13 

15119 

2 

79.0 

-9 

5181 

9 

NA 

30.0 

KROGER 

474 

1490 

-20 

21351 

5 

100  7 

21 

41 14 

0 

253 

NM 

GIANT  FOOD 

483 

1459 

-17 

3397 

1 

102  2 

-13 

1252 

10 

13.7 

16.9 

BRUNO'S 

514 

1331 

-12 

2658 

5 

63.5 

-2 

834 

12 

12.4 

15.4 

SMITH'S  FOOD  &  DRUG  CENTERS 

541 

1217 

19 

2217 

9 

45.1 

31 

1197 

34 

7.4 

9.5 

GREAT  ATLANTIC  S  PACIFIC  TEA 

547 

11 94 

-42 

1  1624 

4 

86  2 

-44 

3249 

-3 

6.7 

6.8 

VONS 

554 

1 157 

1 

5350 

0 

65.0 

31 

1803 

5 

9.8 

14.0 

WEIS  MARKETS 

558 

1 145 

-15 

1294 

2 

80  6 

-7 

734 

7 

12.6 

12.6 

HANNAFORD  BROTHERS 

602 

1029 

18 

2008 

19 

43  4 

3 

706 

12 

11.2 

15.0 

OUALITY  FOOD  CENTERS 

749 

746 

46 

395 

14 

20  6 

30 

116 

25 

27.9 

25.5 

SOUTHLAND 

796 

692 

-26 

7717 

-3 

-38.7 

NM 

2741 

-3 

NM 

NM 

STOP  i  SHOP 

987 

476 

NA 

5088 

4 

25.7 

NM 

2112 

0 

6.8 

26.6 

11 

FUEL 

INDUSTRY  COMPOSITE 

255296 

-11 

420855 

-5 

15386.3 

-15 

389756 

0 

8.2 

10.5 

iiA  Coal 

GROUP  COMPOSITE 

tt52 

-23 

2866 

6 

54.3 

-57 

3384 

24 

7.1 

5.9 

PITTSTON 

881 

588 

-14 

1946 

4 

-28.8 

NM 

1240 

1 1 

NM 

-9.1 

2 

NERCO 

904 

564 

-32 

920 

1  1 

83.1 

4 

2144 

33 

10.7 

13.7 

IIB  OIL  &  GAS 

CROUP  COMPOSITE 

229125 

-11 

395404 

-5 

14099.2 

-16 

365720 

-1 

7.9 

10.4 

EXXON 

1 

69086 

0 

104217 

-2 

5600.0 

12 

84593 

-2 

NA 

16.7 

MOBIL 

18 

23699 

-9 

56432 

-4 

1921.0 

0 

41354 

1 

10.2 

1 1.4 

AMOCO 

21 

21777 

-19 

25325 

-10 

1220.0 

-36 

30568 

-2 

7.7 

8.5 

CHEVRON 

22 

21367 

-19 

40900 

-4 

1293,0 

-40 

34607 

-1 

7.5 

8.5 

ATLANTIC  RICHFIELD 

34 

16152 

-23 

17037 

-5 

709.0 

-58 

24014 

4 

10.5 

10.5 

TEXACO 

41 

14734 

-12 

38322 

-8 

1294  0 

-1  1 

26182 

1 

119 

14  0 

PHILLIPS  PETROLEUM 

123 

5883 

-20 

13259 

-5 

98.0 

-82 

11500 

-5 

4.7 

3.5 

8 

USX-MARATHON  GROUP 

128 

5842 

NA 

13975 

-4 

-71  0 

NM 

1 1644 

-2 

NA 

-2.4 

9 

OCCIDENTAL  PETROLEUM 

134 

5701 

-2 

10096 

-12 

379,0 

NM 

16115 

-13 

NA 

8.5 

to 

UNOCAL 

155 

5073 

-24 

9845 

-10 

73.0 

-82 

9836 

1 

3.9 

2.9 
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I  

The  Buick  Regal  Gran  Sport. 

A  car  as  rewarding  on  pavement 
as  it  is  on  paper. 


Buick  Regal  Gran  Sport 

Lexus  ES  300 

Engine 

3,8-litre  V6 

3.0-litre  V6 

Transmission 

4-speed  automatic  (std) 

4-speed  automatic  (std) 

Touring  Suspension 

4-wheel  independent 

4-wheel  independent 

Brakes 

Anti-lock  disc 

Anti-lock  disc 

Wiieels 

16"  aluminum  alloy 

15"  aluminum  alloy 

EPA  Est,  MPG 

18  city/28  hwy 

17  city/23  hwy 

M.S.R.P.*             $21,240  $26,150 

'  Manufaclurer's  suggested  relail  price  including  dealer  prep.  Deslinalion  charge,  tax,  license  and  options  additional  Levels  ol  equipment  vary 
t^il992  GM  Corp  All  rights  reserved  Regal  is  a  registered  Irademark  of  GM  Corp  Buckle  up,  America' 

GM 

To  see  the  engineering  advantages  of  Obviously,  when  it  comes  to  giving  you 

a  Regal  Gran  Sport,  take  it  for  a  test  /  |^[\  jM\  value,  Regal  Gran  Sport  is  a  very  good 
drive.  To  see  its  financial  advantage,  \  iy\y  t  /  sport.  For  more  information  on  Regal, 
just  compare  Regal  to  the  competition.    ^   ^  please  call  1-800-423-6787. 

BUICK 

The  New  Symbol  For  Quality 
In  America. 


"WE  JUST  BEAT  THE  BIG  BO 

MAYBE  THEY  NEE 


N  ANOTHER  HUGE  PC  ORDER. 
NEW  SALES  TOOL!' 


The  big  boys  must  be  suffering  from  a  little  waxy  build- 
up. Over  the  last  year,  we've  beat  some  of  America's  most 
respected  PC  manufacturing  companies  for  orders  totaling 
nearly  $500  million. 

How  did  we  do  it?  By  taking  an  approach  to  the  com- 
puter business  some  may  consider  trite.  We  fondly  call  it, 
"listening  to  the  customer". 

Which  means  that  we  customize  our  computers  to  each 
individual  company's  needs.  (Try  getting  that  kind  of  flexibility 
from  the  big  guys.)  We'll  preload  software,  or  write  proprietary 
software,  if  it's  what  you  need.  And  we'll  have  everything  on 
your  doorstep.  Yesterday. 

The  Pentagon  liked  our  approach  so  much  they  ordered 
more  than  1,600  PCs  for  Operation  Desert  Storm.  Not  long 
after,  the  Air  Force  awarded  us 
the  original  Desktop  FV  contract. 

To  get  in  touch  with  a 
company  that  knows  how  to  listen,  call  us  at  1-800-456-3116, 
ext.  3623.  And  then  talk  our  ears  off. 

ConipuAdd  Computer  Corporation,  12303  Technology  Boulevard,  Austin,  Tcsa^  78727,  ©  1992  C  ompuAdd  Computer  Corporation. 


CompuPicIc) 

CUSIOMEI)  DRIVEN,  BV  DESIGN. 


U.S.  COMPANIES  RANKED  BY  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

lOP 
1000 
RANK 

$Mll 

CHANGE 
FROM 
1991 

12 

MONTHS 
1991 
S  Mil 

CHANGE 
FROM 
1990 

12 

MONTHS 
1991 
S  Mil 

CHANGE 
FROM 
1990 

12 

MONTHS 
1991 

S  Mil. 

CHANGE 
FROM 
1990 

ON 
INVESTED 
CAPITAl 

% 

ON 
COMMON 
EQUITY 

% 

BURLINGTON  RESOURCES 

170 

4765 

-4 

1754 

-3 

197  4 

-4 

6290 

-1 

6.5 

6  8 

AMERiDi  HESS 

232 

3253 

-19 

641  6 

-9 

84  3 

-83 

8389 

6 

4.9 

2  7 

SUN 

257 

2958 

-19 

1 1930 

-9 

-132.0 

NM 

7143 

-10 

NM 

-4.9 

14 

UNOCAL  EXPLORATION 

263 

2892 

8 

878 

-4 

146  8 

-10 

1955 

-3 

NA 

19.3 

COASTAL 

330 

2359 

-29 

9549 

-1 

96  3 

-57 

9288 

9 

NA 

4.7 

16 

ASHLAND  OIL 

395 

1849 

-3 

9201 

-1 

185  2 

24 

5356 

7 

9  8 

12.7 

" 

PENNZOIL 

396 

1846 

-35 

2685 

-2 

-42.0 

NM 

5231 

-2 

NA 

-3.4 

18 

MAPCO 

405 

1789 

22 

2783 

-1 

125  9 

-3 

1729 

12 

15.6 

32  7 

19 

KERR-MCOEE 

413 

1742 

-21 

3274 

-1 1 

101.6 

-10 

3421 

-2 

NA 

6.8 

20 

ORVX  ENERGY 

431 

1643 

-48 

1601 

-25 

19  0 

-92 

4329 

-19 

7.4 

1 .0 

MURPHV  OIL 

457 

1534 

16 

1690 

-15 

-9  6 

NM 

2175 

2 

-1.8 

-0.8 

UNION  TEXAS  PETROLEUM  HOLDINGS 

465 

1509 

5 

1080 

-19 

279  5 

141 

2247 

7 

NA 

37.7 

ENRON  OIL  S  GAS 

503 

1385 

-15 

388 

4 

54.9 

21 

1456 

3 

NM 

8.7 

TRITON  ENERGY 

516 

1318 

465 

219 

-18 

-13.5 

NM 

641 

6 

NM 

-4.6 

VALERO  ENERGY 

540 

1219 

35 

1012 

-13 

98.7 

4 

1481 

18 

11.5 

13.5 

FINA 

553 

1 157 

-5 

3336 

-16 

42.0 

-67 

2834 

0 

4  9 

3.7 

ANADARKO  PETROLEUM 

588 

1073 

-25 

337 

-13 

32.4 

-41 

1676 

2 

4.6 

5.2 

TOSCO 

675 

878 

28 

1980 

-8 

75.4 

-39 

970 

2 

15.3 

18  6 

LOUISIANA  LAND  &  EXPLORATION 

723 

785 

-34 

825 

-6 

20.9 

-62 

1222 

3 

NA 

4.7 

MAXUS  ENERGY 

727 

783 

-17 

791 

15 

-112 

NM 

1452 

-1 

-1.9 

NM 

MITCHELL  ENERGY  S.  DEVELOPMENT 

797 

691 

-13 

864 

16 

48.8 

19 

2216 

3 

6.6 

7.8 

DIAMOND  SHAMROCK 

841 

631 

3 

2576 

-5 

37  1 

-52 

1222 

8 

7.5 

8.4 

BP  PRUDHOE  BAY  ROYALTY  TRUST 

846 

626 

-1 

93 

34 

92.1 

35 

473 

5 

NM 

19.5 

APACHE 

872 

597 

-9 

357 

31 

34.6 

-14 

1200 

45 

5.9 

8.1 

SANTA  FE  ENERGY  RESOURCES 

930 

529 

-47 

380 

-I 

18.5 

9 

912 

0 

6.9 

8.3 

lie  Petroleum  Services 

GROUP  COMPOSITE 

25019 

-11 

22585 

4 

1  232.8 

2 

20652 

7 

11.6 

11.8 

SCHLUMBERGER 

44 

14308 

-7 

6145 

16 

815.7 

43 

6854 

11 

23.1 

22.9 

HALLIBURTON 

254 

2969 

-47 

7019 

1 

26.6 

-87 

5041 

13 

1.6 

1.2 

DRESSER  INDUSTRIES 

279 

2763 

-22 

4607 

-2 

135.9 

-19 

3191 

2 

8  3 

7.6 

BAKER  HUGHES 

287 

2669 

-31 

2747 

1 

161.7 

6 

2895 

0 

10  8 

10.4 

CBI  INDUSTRIES 

534 

1259 

17 

1615 

3 

61.1 

1 1 

1479 

3 

9,1 

10,2 

HEIMERICH  &  PAYNE 

932 

527 

-19 

202 

8 

12.6 

-65 

589 

2 

2.6 

2.5 

NOBLE  AFFILIATES 

933 

525 

-24 

250 

3 

19.3 

-32 

603 

7 

6.6 

7.4 

12 

HEALTH  Care 

INDUSTRY  COMPOSITE 

401341 

17 

162109 

13 

16561.2 

21 

145211 

11 

19.2 

23.2 

12A  DRUG  DISTRIBUTION 

GROUP  COMPOSITE 

13617 

11 

30665 

13 

632.7 

13 

10554 

15 

11.7 

14.8 

WALGREEN 

182 

4446 

13 

6901 

1 1 

198.3 

1 1 

2199 

9 

17.1 

18.0 

MEDCO  CONTAINMENT  SERVICES 

192 

4105 

66 

1551 

33 

84.5 

107 

1  105 

83 

10.0 

14.8 

RITE  AID 

399 

1832 

0 

3670 

9 

1 18.3 

15 

1752 

5 

10.0 

12  9 

MCKESSON 

528 

1271 

-2 

97 11 

16 

97  6 

1 

2714 

12 

10  7 

14.7 

LONGS  DRUG  STORES 

774 

721 

-3 

2366 

1 

55  4 

-7 

659 

5 

13.0 

13.6 

BERGEN  BRUNSWIG 

800 

688 

-36 

4961 

9 

56.1 

-13 

1492 

7 

9  9 

13.9 

CARDINAL  DISTRIBUTION 

917 

554 

20 

1506 

39 

22.5 

43 

633 

52 

9.8 

10.7 

12B  DRUGS  &  RESEARCH 

GROUP  COMPOSITE 

259442 

19 

65159 

12 

10275.0 

13 

72566 

12 

23.5 

26.9 

1 

MERCK 

5 

57976 

41 

8603 

12 

2121.7 

19 

9499 

18 

37.7 

45.6 

2 

BRISTOL-MYERS  SOUIBB 

9 

41431 

2 

1  1  159 

8 

2056  0 

18 

9416 

2 

34.7 

35.5 
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Satellite  Map  Source:  National  Air  Survey  Center,  Corp. 


From  Mendocino  to  Montauk... 


ranklin  offers  a  tax-free  fund  that  can  help  you 
;ep  more  of  your  investment  income  no  matter 
here  you  live. 

y  investing  in  a  Franklin  tax-free  fund  you  can 
ceive  monthly  income  dividends  free  from  fed- 
al  and,  in  many  cases,  state  personal  income 
xes.''" 

ranklin  is  a  leader  in  tax-free  investing.  The 
ranklin  Group  of  Funds  manages  32  tax-free 
inds,  including  25  double  tax-free  funds. 

Ithough  Hawaii  and  Alaska  are  not  shown  on 
le  satellite  map  above,  residents  of  these  states 
m  also  earn  tax-free  income  dividends  through 
Franklin  fund. 


"or  investors  subject  to  the  federal  alternative  minimum  tax, 
imall  portion  of  the  incomfi  may  be  subject  to  such  tax. 
vestment  return  and  principal  value  will  fluctuate  with 
arket  conditions. 


Call  your  investment  advisor  or  Franklin  today 
for  a  free  brochure. 

1-800-342-FUND  Ext.  673 


r 


Franklin  Distributors,  Inc.  bwk92 
777  Mariners  Island  Blvd.  673 
San  Mateo,  CA  94404-1585 

Yes!  I  would  like  a  free  prospectus  containing  more  complete 
information  on  the  Franklin  tax-free  funds,  including  charges 
and  expenses.  I  will  read  it  carefully  before  I  invest  or  send 
money. 

□  Tax-Free  Municipal  Bond  Funds 

Your  state  

□  I  am  currently  a  Franklin  shareholder. 

Name  


Address . 


City/ State/ Zip . 


Daytime  Phone . 


F  R  A  Nl  K<  1 1  Nl 

Member  $57  Billion  Franklin  Group  of  Funds®   | 


U.S.  COMPANIES  RANKED  BY  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
SANK 

SMIl 

CHANGE 
FtOM 

1991 

12 

MONTHS 

1991 
SMIl 

CHANGE 
FROM 

1990 

% 

12 

MONTHS 
1991 
SMIl 

CHANGE 
FtOM 
1990 

% 

12 

MONTHS 
1991 
SMIL, 

CHANGE 
fSOM 
1990 

ON 
INVESTED 
CAPITAI 

% 

ON 
COMMON 
EQUITY 

% 

J 

PFIZER 

16 

23941 

35 

6950 

9 

722.1 

-10 

9635 

6 

15.7 

14.2 

AMERICAN  HOME  PRODUCTS 

17 

23828 

33 

7079 

5 

1375.3 

12 

5775 

-4 

NA 

44  4 

ELI  LILLY 

23 

21 105 

-5 

5726 

10 

1314.7 

17 

8299 

16 

25.7 

26.5 

SCHERING-PLOUCH 

53 

1 1452 

-1 

3616 

9 

645.6 

14 

4013 

-2 

34,3 

34  9 

SYNTfX 

57 

10627 

24 

1958 

16 

451.0 

15 

2588 

26 

34.5 

38.5 

MARION  MERRELL  DOW 

66 

9843 

-8 

2851 

16 

585  0 

20 

2762 

23 

34,3 

41,7 

WARNER-LAMBERT 

80 

8715 

-16 

5059 

8 

140.8 

-71 

3602 

10 

8.9 

8,7 

to 

AMCEN 

87 

8043 

59 

682 

128 

97  9 

2432 

866 

88 

17,3 

18  4 

tt 

RHONE-POULENC  RORER 

89 

7929 

39 

3824 

31 

326.5 

NM 

4143 

1 

20.5 

36  9 

12 

UPJOHN 

101 

7009 

-8 

3426 

13 

537.4 

17 

4145 

13 

216 

31,4 

13 

ALZA 

240 

3162 

53 

140 

41 

-62.1 

NM 

580 

84 

NM 

-18  7 

14 

6ENENTECH 

243 

3130 

81 

460 

6 

44.3 

NM 

1231 

6 

4  4 

4,7 

15 

SIGMA-ALDRICH 

347 

2201 

17 

589 

1 1 

79.8 

12 

568 

8 

NA 

19  2 

16 

IVAX 

351 

2148 

235 

159 

34 

8.8 

NM 

447 

283 

7,4 

6.3 

17 

ALLERCAN 

432 

1640 

1  1 

839 

6 

-61 .4 

NM 

834 

-12 

NM 

-13.8 

18 

CARTER-WALLACE 

446 

1587 

66 

666 

9 

45  6 

-14 

572 

5 

1 1.3 

1 1.2 

FOREST  LABORATORIES 

521 

1294 

-2 

228 

41 

46  5 

30 

362 

13 

15.7 

15.2 

20 

MVLAN  LABORATORIES 

526 

1282 

47 

1  1  7 

12 

37  1 

1  1 

214 

31 

19,5 

19  4 

CENTOCOR 

530 

1267 

16 

53 

-18 

-195.6 

NM 

340 

24 

NM 

NM 

SYNERGEN 

550 

1  170 

189 

14 

63 

-7  1 

NM 

374 

477 

NM 

-2,0 

PERRIGO 

587 

1074 

NA 

322 

NA 

19.0 

NA 

241 

NA 

15.6 

11.3 

GENZYME 

626 

975 

62 

109 

118 

NA 

NA 

268 

129 

NA 

-14 

CHIRON 

634 

958 

-7 

65 

38 

11.8 

NM 

431 

68 

NA 

42 

BIOGEN 

689 

854 

-1 1 

61 

23 

7,2 

-7 

165 

8 

4,7 

3.0 

GENSIA  PHARMACEUTICALS 

766 

730 

199 

5 

NA 

-25.1 

NA 

65 

54 

NM 

-47.9 

IMMUNEX 

777 

715 

5 

53 

71 

0.8 

NM 

254 

110 

NM 

0.4 

U.S.  BIOSCIENCE 

826 

655 

1 1 

3 

NM 

-6  5 

NM 

97 

141 

NM 

-7.1 

GENETICS  INSTITUTE 

845 

627 

12 

83 

104 

-10,7 

NM 

192 

5 

NM 

-9,7 

ALLIANCE  PHARMACEUTICAL 

873 

597 

271 

1 

0 

-20,9 

NM 

104 

101 

NM 

-20.7 

MEDIMMUNE 

958 

505 

NA 

14 

327 

1  6 

NM 

65 

767 

5  4 

4.6 

SPI  PHARMACEUTICALS 

968 

494 

82 

226 

71 

22.2 

60 

267 

100 

19.9 

20.9 

XOMA 

984 

476 

7 

17 

-16 

-34.3 

NM 

154 

59 

NA 

-25.5 

12C  Health  Care  Services 

GROUP  COMPOSITE 

30793 

14 

27327 

16 

1504.5 

38 

24831 

to 

12.2 

15. t 

1 

HUMANA 

200 

3881 

-23 

6099 

20 

356.0 

11 

4484 

8 

148 

17.6 

2 

U.S.  HEALTHCARE 

230 

3309 

73 

1709 

28 

1511 

95 

758 

24 

43  6 

45  8 

3 

UNITED  HEALTHCARE 

294 

2620 

21 1 

847 

40 

74  8 

121 

574 

96 

23  5 

23  5 

4 

NATIONAL  MEDICAL  ENTERPRISES 

297 

2573 

-29 

3973 

6 

292  3 

13 

4095 

5 

12  4 

16  4 

5 

NATIONAL  HEALTH  LABORATORIES 

310 

2480 

79 

604 

20 

103  9 

26 

41 1 

10 

314 

31.4 

6 

HEALTHTRUSI 

466 

1507 

NA 

2104 

12 

24  1 

NM 

2527 

8 

5  3 

-52,2 

7 

T'  MEDICAL 

467 

1504 

109 

166 

87 

39  1 

96 

223 

40 

22.4 

22.2 

8 

MEDICAL  CARE  INTERNATIONAL 

508 

1354 

33 

282 

17 

38  3 

28 

523 

50 

18.0 

15.9 

9 

SURGICAL  CARE  AFFILIATES 

523 

1293 

110 

170 

38 

20  7 

80 

179 

37 

29  5 

27,2 

to 

CRITICAL  CARE  AMERICA 

586 

1075 

92 

233 

30 

13  3 

-19 

239 

33 

NA 

6  6 

tt 

MANOR  CARE 

646 

940 

25 

868 

15 

37.2 

24 

950 

1 

9.3 

13.9 

12 

NOVACARE 

662 

905 

97 

230 

49 

26  4 

57 

178 

63 

18.4 

18.9 

13 

HEALTHSOUTH  REHABILITATION 

720 

789 

91 

225 

25 

22  4 

73 

472 

57 

7  8 

8.3 

14 

CONTINENTAL  MEDICAL  SYSTEMS 

747 

751 

132 

491 

65 

22  6 

64 

381 

50 

12  2 

10  8 

15 

AMERICAN  MEDICAL  HOLDINGS 

799 

690 

151 

2452 

-2 

3.7 

NM 

3128 

-11 

1,7 

0.7 

16 

BEVERLY  ENTERPRISES 

828 

654 

-5 

2301 

9 

29.2 

125 

1673 

3 

6,5 

5,5 

17 

COMMUNITY  PSYCHIATRIC  CENTERS 

839 

633 

-65 

393 

5 

45.3 

-46 

572 

8 

8.8 

9.2 
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0,  solid  numbers.  And  management'.'       "But. . . ?"       "Technology's  about  to  kill  their  market'.'  "Whoa!" 


"In  two  years,  they'd  be  better  ojf  selling  leisure  suits'.'  "Where  do  you  keep  your  crystal  ball,  anyway? 


The  answer  is  in  Dialog. 


^(ifion— complete,  precise,  up- 
he  minute.  It's  your  most  powerful 
ness  tool.  Find  exactly  what  you 
i  to  know  fast  in  Dialog,"  the  world's 
and  largest  electronic  library.  We 
r  over  400  diverse,  detailed  data- 
!s  readily  accessible  online  via 
iputer  and  modem,  many  even 


on  compact  disc.  You  probably  won't 
have  to  look  anywhere  else.  See  your 
Information  Specialist  about  Dialog. 
Or  call  for  a  free  kit  on  Dialog  infor- 
mation for  your  industn,'. 


1-800-3-DIALOG 


Outside  US  .  415-858-3785  Rix  415  858-7069. 


Dialog  Business  Tools:  For  marketing, 
finance,  manufacturing,  and  manage- 
ment. Full-text  industry  reports,  financial 
tables,  worldwide  company  data,  market 
data, patents  and  trademarks,  techni- 
cal articles,  current  news.  From  D&iB, 
S&c.P,  Reuters,  Teikoku,  McGraw-Hill, 
Knight-Ridder,  and  many  other  sources, 
many  updated  daily,  even  continuously. 


DIALOG  INFORMATION  SERVICES,  INC. 

A  KNIGHT-RIDDER  COMPANY 


1  Dialog  Information  Services,  Inc  ,  3460  Hillview  Avenue,  Palo  Alto,  Calitornia  94304  All  nghts  reserved.  DIALOG  is  a  servicemark  of  Dialog  Information  Services,  Inc  .  Registered  U  S  Patent  and  Trademark  OfFite. 


AIG  IS  34,000  PEOPLE  WORLDWIDE  WITH  INSURANCE 
KNOWLEDGE  SECOND  TO  NONE.  In  130  countries  and  jurisdictions  Jwn, 
Paris  to  Penang.  Because  we  began  overseas,  in  Shanghai  in  1919,  AIG  has  an  international  traditior 
other  insurers  have  only  recently  attempted  to  create.  We  learned  long  ago  that  service  means  having 


)cal  people  steeped  in  their  countries'  business  practices  and  needs.  And  developing  a  culture  oj 
movation  and  responsiveness.  All  of  which  has  made  the  AIG  Companies  the  preferred  insurance 
artnersjor  businesses  seeking  global  growth  opportunities.  Wherever  those  businesses  are  based. 


MG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

Americcin  International  Group,  Inc.,  Dept  A,  70  Pine  Street,  New  York,  NY  10270. 


COMPANY 

MARKET 

lOP 
iOOO 
lANK 

VALUE 

Smu 

CHANGE 
FROM 
1991 

SALES 

12 

MONTHS 
1991 
SMIi 

CHANGE 
FROM 
1990 

PROFITS 

12 

MONTHS 
1991 
SMll 

CHANGE 
FROM 
1990 

ASSETS 

12 

MONTHS 
1991 
SMll 

CHANGE 
FROM 
1990 

RETURN 

ON 
INVESTED 
CAPITAI 

ON 
COMMON 
EQUITY 

t8 

P&CIFICARE  HEALTH  SYSTEMS 

840 

633 

156 

1339 

26 

29,8 

73 

475 

70 

18,7 

27  9 

19 

MEDITRUSr 

855 

614 

59 

113 

27 

37  9 

31 

919 

21 

NM 

10,6 

20 

FOUNDATION  HEALTH 

882 

587 

56 

1024 

7 

35.6 

121 

263 

15 

NA 

37  2 

21 

TOKOS  MEDICAL 

946 

514 

84 

1  15 

45 

7  1 

NM 

79 

30 

NA 

13,2 

22 

AMERICAN  HEALTH  PROPERTIES 

953 

509 

37 

80 

35 

33,8 

20 

631 

16 

NM 

11,1 

23 

HEALTH  CARE  PROPERIV  INVESTORS 

962 

501 

26 

79 

10 

26.5 

14 

459 

-4 

NM. 

12.5 

24 

PHP  INTERNATIONAL 

985 

476 

-15 

1430 

24 

33.3 

3 

640 

34 

10.6 

1 1.7 

12D  MEDICAL  PRODUCTS 

GROUP  COMPOSITE 

97490 

14 

38958 

12 

4149.0 

38 

37261 

11 

18.8 

21.7 

JOHNSON  &  JOHNSON 

1  1 

32019 

7 

12447 

1 1 

1461.0 

28 

10513 

1  1 

23.2 

27.3 

ABBOTT  LABORATORIES 

U 

25410 

25 

6877 

12 

1088.7 

13 

6255 

12 

34,1 

34  0 

BAXTER  INTERNATIONAL 

64 

9877 

7 

8921 

10 

591.0 

1378 

9340 

10 

12  2 

14,4 

U.S.  SURGICAL 

145 

5383 

100 

844 

64 

91,2 

98 

742 

61 

17  1 

27.6 

MEDTRONIC 

175 

4685 

33 

1  125 

14 

154  3 

23 

1 120 

15 

23.6 

20.8 

BAUSCH  i  LOMB 

258 

2950 

28 

1520 

1  1 

85  9 

-35 

1392 

4 

1  1.3 

9.9 

BECTON,  DICKINSON 

299 

2565 

-7 

2191 

6 

182,1 

-1 

2860 

9 

10,5 

13.3 

IMCERA  GROUP 

300 

2564 

27 

1664 

8 

114  6 

45 

2015 

-10 

9,5 

9.9 

BIOMET 

316 

2458 

54 

244 

35 

45,2 

30 

242 

36 

22,6 

22.6 

ST.  JUDE  MEDICAL 

367 

2054 

-1  1 

210 

20 

84  0 

30 

375 

35 

26,2 

26,2 

STRVKER 

402 

1807 

92 

365 

30 

33  1 

40 

242 

25 

19.4 

19,6 

C.R.  BARD 

496 

1412 

19 

876 

12 

57  2 

42 

658 

7 

15.6 

16  4 

SCIMED  LIFE  SYSTEMS 

599 

1036 

57 

168 

69 

30,0 

15 

177 

96 

26  4 

26,3 

MARQUETTE  ELECTRONICS 

699 

829 

NA 

221 

NA 

12,0 

NA 

174 

8 

113 

13  4 

ACUSON 

773 

722 

-40 

336 

19 

58,5 

22 

336 

35 

21,5 

21.5 

BALLARD  MEDICAL  PRODUCTS 

864 

607 

135 

41 

28 

10,4 

52 

41 

53 

29  0 

29.0 

WESTMARK  INTERNATIONAL 

907 

563 

83 

505 

4 

21,4 

31 

453 

14 

6,9 

6  8 

18 

AMSCO  INTERNATIONAL 

919 

549 

26 

405 

21 

28,4 

65 

326 

13 

14.1 

14,4 

13 

HOUSING  &  REAL  ESTATE 

INDUSTRY  COMPOSITE 

23367 

22 

25161 

-3 

116.1 

-91 

32594 

2 

2.4 

1.3 

13A  BUILDING  Materials 

GROUP  COMPOSITE 

16769 

22 

18919 

-3 

-143.7 

NM 

1  7940 

4 

-283.5 

-2.4 

1 

PPG  INDUSTRIES 

115 

6291 

14 

5673 

-6 

201.4 

-58 

6056 

-t 

7.6 

7.6 

2 

SHERWIN-WILLIAMS 

312 

2476 

27 

2541 

12 

128.2 

5 

1612 

7 

14  4 

15,1 

3 

OWENS-CORNING  FIBERGLAS 

463 

1515 

49 

2783 

-9 

-515.0 

NM 

2106 

17 

NM 

NM 

4 

VULCAN  MATERIALS 

484 

1448 

6 

1007 

-9 

52  6 

-56 

1073 

-4 

7  6 

7  7 

5 

YORK  INTERNATIONAL 

668 

896 

NA 

1653 

14 

13  0 

219 

1206 

18 

6  8 

929.7 

6 

LAFARGE 

693 

843 

15 

1569 

-11 

-50  4 

NM 

1836 

2 

NA 

-5,8 

7 

VALSPAR 

771 

723 

73 

642 

I  1 

29,3 

14 

310 

2 

17,9 

19,5 

8 

TECUMSEH  PRODUCTS 

779 

71  1 

43 

1  197 

-9 

42  5 

199 

1056 

0 

6,4 

6,1 

9 

RPM 

795 

692 

8 

501 

0 

30,9 

0 

522 

31 

8,5 

14,3 

10 

CALMAT 

869 

602 

5 

373 

-12 

18,9 

-38 

553 

-6 

4,9 

4.9 

It 

HOINAM 

896 

573 

-17 

979 

-9 

-95.1 

NM 

161 1 

4 

NM 

-17.1 

13B  Construction  &  Real  Estate 

GROUP  COMPOSITE 

6598 

21 

6242 

-3 

259.8 

-19 

14654 

-1 

7.6 

9.1 

NEW  PLAN  REALTY  TRUST 

652 

926 

39 

60 

9 

43.2 

22 

458 

50 

NAA 

9.9 

2 

CENTEX 

717 

790 

41 

2155 

-6 

29  4 

-47 

201  I 

-5 

7  4 

5,9 

3 

ROUSE 

737 

771 

-22 

574 

8 

2  4 

NM 

2622 

8 

NM 

NM 

4 

PHM 

815 

668 

98 

1214 

5 

42.6 

43 

3753 

-10 

NA 

12  7 
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12 
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ON 
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5 

ROCKEFEILER  CENTER  PROPERTIES 

B3i 

638 

-12 

123 

0 

38.3 

3 

1473 

-1 

NA 

6.9 

6 

CLAVTON  HOMES 

858 

61  1 

35 

342 

16 

33  2 

45 

486 

21 

10.8 

15  2 

7 

KAUFMAN  i  BROAD  HOME 

877 

593 

59 

1221 

-1 1 

26.5 

-34 

1373 

-11 

7.5 

1  1.0 

8 

CAIEUUS  DEVELOPMENT 

889 

580 

-13 

145 

-33 

5.0 

-93 

1 173 

1 1 

5.4 

3  5 

9 

WEIN6ARTEN  REALTY 

936 

522 

7 

83 

8 

18.0 

9 

441 

6 

NM 

12.7 

10 

LENNAR 

965 

498 

161 

326 

-7 

21.1 

55 

862 

3 

NA 

7.4 

14 

LEISURE  Time  Industries 

INDUSTRY  COMPOSITE 

90451 

22 

71301 

6 

3918.0 

-2 

84582 

8 

9.6 

12.7 

14A  EATING  Places 

GROUP  COMPOSITE 

22357 

22 

12085 

5 

1158.4 

11 

13976 

8 

13.3 

19.7 

MCDONALD'S 

43 

14308 

17 

6695 

1 

859,6 

7 

10809 

6 

12.6 

19.6 

2 

WENDY'S  INTERNATIONAL 

551 

1169 

27 

1048 

5 

51.7 

34 

880 

16 

NA 

10,9 

3 

CRACKER  BARREL  OLD  COUNTRY  STORE 

564 

1130 

57 

346 

33 

27.4 

56 

273 

54 

12.6 

14,5 

4 

BRINKER  INTERNATIONAL 

591 

1063 

90 

472 

23 

30.8 

50 

277 

36 

13  9 

14  2 

5 

SHONEV'S 

601 

1034 

74 

992 

7 

38.0 

29 

429 

7 

28.5 

NM 

6 

BOB  EVANS  FARMS 

706 

818 

37 

540 

9 

37.9 

19 

309 

12 

14  6 

14,7 

7 

S8ARR0 

859 

611 

5 

210 

10 

21.8 

7 

159 

20 

20.1 

20,1 

8 

RYAN'S  FAMILY  STEAK  HOUSES 

863 

608 

55 

299 

9 

23.3 

-3 

238 

16 

13  7 

13,6 

9 

INTERNATIONAL  DAIRY  QUEEN 

895 

575 

8 

287 

2 

27.9 

5 

175 

8 

19.6 

28,9 

10 

MORRISON 

908 

562 

76 

999 

7 

28.9 

42 

355 

8 

NA 

15,0 

11 

BUFFETS 

980 

478 

79 

196 

35 

11.1 

39 

73 

31 

21.1 

23.1 

14B  ENTERTAINMENT 

GROUP  COMPOSITE 

28925 

25 

12069 

9 

1009.5 

-16 

18363 

13 

8.0 

11.6 

1  ; 

WALT  DISNEY 

26 

20229 

22 

6627 

10 

674.3 

-18 

10327 

21 

NA 

16.5 

2 

PARAMOUNT  COMMUNICATIONS 

143 

5490 

9 

4069 

4 

147.9 

-36 

6641 

2 

5.1 

3.8 

3 

BLOCKBUSTER  ENTERTAINMENT 

346 

2215 

7 

868 

37 

93.7 

36 

804 

32 

17.1 

21.3 

4 

KING  WORLD  PRODUCTIONS 

617 

991 

-18 

505 

10 

93.6 

8 

591 

22 

36,0 

33.5 

14C  Hotel  &  MOTEL 

GROUP  COMPOSITE 

9190 

28 

1  3273 

8 

392.1 

31 

13934 

4 

8.7 

12.5 

CIRCUS  CIRCUS  ENTERPRISES 

315 

2462 

34 

806 

16 

103.3 

35 

788 

-1 

20.5 

33.8 

HILTON  HOTELS 

363 

2078 

-4 

1 113 

-1 

843 

-25 

2187 

14 

7  1 

9,0 

MARRIOTT 

435 

1630 

-6 

8331 

9 

82.0 

74 

6807 

2 

6.5 

18.0 

PROMUS 

641 

947 

72 

1031 

3 

30.0 

29 

1479 

1 

9  1 

7  9 

CAESARS  WORLD 

678 

868 

94 

951 

7 

77,6 

116 

897 

0 

17.2 

23.0 

MIRAGE  RESORTS 

767 

728 

67 

894 

17 

270 

-3 

1280 

6 

9  9 

9  3 

MGM  GRAND 

983 

477 

57 

147 

-17 

-12.2 

NM 

496 

32 

NM 

-2.8 

14D  Other  Leisure 

CROUP  COMPOSITE 

29980 

18 

33874 

5 

1358.0 

-6 

38308 

7 

8.5 

10.2 

1 

EASTMAN  KODAK 

45 

14084 

-5 

19419 

3 

17.0 

-98 

24790 

4 

NM 

0.3 

2 

CARNIVAL  CRUISE  LINES 

176 

4604 

65 

1405 

12 

253.8 

8 

2887 

8 

NA 

19,5 

3 

HASBRO 

359 

2097 

56 

2141 

41 

81.7 

-8 

1950 

52 

7.6 

92 

4 

MATTEL 

374 

2001 

74 

1622 

10 

1  18.1 

29 

1061 

14 

24.3 

26,9 

5 

AMERICAN  GREETINGS 

479 

1474 

27 

1513 

10 

92.7 

17 

1474 

13 

10.3 

11,1 

6 

POLAROID 

495 

1419 

6 

2071 

5 

683.7 

353 

1889 

1  1 

48,0 

812 

7 

BRUNSWICK 

515 

1328 

5 

2088 

-16 

-23.7 

NM 

1857 

-2 

NM 

-3,0 

8 

HARLEY-DAVIDSON 

606 

1021 

98 

940 

9 

37.0 

-3 

469 

15 

NA 

16,1 

9 

FLEETWOOD  ENTERPRISES 

659 

916 

61 

1514 

4 

38.6 

6 

934 

16 

7,0 

8.4 

10 

FISHER-PRICE 

910 

561 

NA 

638 

4 

173 

NM 

468 

17 

NA 

7  8 

11 

GIBSON  GREETINGS 

989 

474 

8 

524 

2 

41.9 

5 

528 

8 

13.8 

15.0 

15 

MANUFACTURING 

INDUSTRY  COMPOSITE 

92783 

18 

94888 

0 

3316.7 

-27 

90288 

2 

7.5 

9.0 

15A  General  Manufacturing 

GROUP  COMPOSITE 

56456 

16 

40204 

3 

2466.5 

-8 

34247 

3 

10.8 

14.4 

1 

MINNESOTA  MINING  S  MFG. 

27 

19805 

-1 

13340 

2 

1154.0 

-12 

11083 

0 

NA 

18.3 

2 

CORNING 

1 1 1 

6345 

16 

3259 

1 1 

311.2 

8 

3853 

10 

13.0 

15.3 
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U.S.  COMPANIES  RANKED  BY  INDUSTRY 


COMPANY 

MARKET 

lOf 
1000 
RANK 

VALUE 

S  Mil 

CHANGE 
FROM 
1991 

SALES 

12 

MONTHS 
1991 

S  Mil 
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3 

RUBBERMAID 

154 

5083 

39 

1667 

9 

162.7 

13 

1245 

12 

18.4 

1  8.4 

4 

lUINOIS  TOOL  WORKS 

215 

3489 

15 

2640 

4 

180.6 

-1 

2257 

5 

1  3,7 

14,9 

5 

DURiCELl  INIERNIIIONAL 

241 

3153 

NA 

1589 

10 

1  13.6 

474 

2282 

1 

1  2.5 

1 1 ,6 

6 

NEWELl 

270 

2821 

59 

1119 

4 

1  12.2 

1  1 

1076 

23 

1  5,2 

1  9  2 

7 

HIUENBRIND  INDUSTRIES 

277 

2788 

73 

1 199 

8 

89.2 

18 

1532 

21 

16.4 

1  8.2 

8 

iVERV  DENNISON 

429 

1664 

9 

2545 

-2 

63  0 

968 

1740 

-8 

7  4 

7.6 

9 

INTERNiTIONAl  GIME  TECHNOIOGY 

444 

1597 

303 

250 

16 

35.2 

65 

366 

69 

16.6 

26,4 

to 

PARKER  HANNIFIN 

445 

1592 

22 

2354 

-7 

45,8 

-57 

1866 

-6 

5  5 

4,8 

11 

JOSTENS 

492 

1425 

-3 

872 

6 

65.1 

5 

525 

3 

19,4 

21,2 

12 

HARSCO 

660 

908 

36 

1943 

10 

76.5 

6 

1060 

7 

14,8 

16.0 

13 

CRANE 

702 

826 

-7 

1303 

-9 

45.0 

-28 

664 

-7 

12.5 

13.6 

14 

KEVSIONE  INTERNATIONAL 

708 

814 

-27 

521 

17 

22.8 

-48 

427 

4 

9.2 

9.4 

15 

FEDERAL  SIGNAL 

787 

707 

27 

467 

6 

31.0 

1 1 

341 

15 

19.3 

18.8 

16 

WATTS  INDUSTRIES 

816 

668 

18 

384 

19 

34  2 

17 

452 

49 

9,6 

13.4 

17 

TRINOVA 

818 

667 

-10 

1681 

-14 

-184.1 

NM 

1070 

-19 

NM 

-49  1 

18 

FIRST  BRANDS 

892 

577 

1 

997 

-5 

38.6 

-8 

805 

0 

10,4 

15,0 

19 

MARK  IV  INDUSTRIES 

916 

554 

245 

1  123 

29 

28  5 

14 

1041 

8 

90 

8,8 

20 

SEALED  AIR 

975 

487 

77 

435 

5 

16  2 

42 

275 

22 

216 

NM 

21 

LANCASTER  COLONY 

976 

486 

103 

516 

2 

25.1 

56 

289 

-3 

15  8 

17.3 

1 5B  MACHINE  &  Hand  Tools 

GROUP  COMPOSITE 

5907 

43 

8318 

-3 

234.7 

-20 

8731 

-3 

7.7 

9.3 

1 

STANLEY  WORKS 

358 

2104 

43 

1962 

-1 

95.1 

-1  1 

1548 

4 

10  8 

13.5 

2 

SNAP-ON  TOOLS 

433 

1636 

27 

882 

-5 

73  2 

-27 

915 

1 

1  1  1 

1  1.2 

3 

BLACK  &  DECKER 

459 

1531 

68 

4637 

-4 

53,0 

4 

5533 

-6 

6  0 

62 

4 

DANAHER 

837 

636 

1 

837 

-1 

13.3 

-63 

735 

-1 

4  2 

4,2 

15C  Special  Machinery 

GROUP  COMPOSITE 

25158 

12 

39687 

-4 

481.7 

-67 

41267 

1 

5.3 

3.3 

1 

CATERPILLAR 

158 

4995 

-10 

10182 

-1 1 

-404,0 

NM 

12042 

1 

NM 

-10.0 

2 

DEERE 

198 

3916 

-1 

7070 

-8 

3  0 

-99 

1  1623 

6 

NM 

0.1 

3 

INOERSOLL-RAND 

239 

3183 

19 

3586 

-4 

150  6 

-19 

2980 

0 

9,7 

9,6 

4 

DOVER 

332 

2352 

-7 

2196 

-1 

128  2 

-18 

1357 

-8 

17  1 

15,5 

5 

TYCO  LABORATORIES 

419 

1706 

-29 

3077 

20 

98.3 

-14 

2467 

0 

8  9 

9  9 

6 

FMC 

427 

1667 

30 

3899 

5 

173  1 

1  1 

2816 

-5 

18  5 

69,4 

7 

GENERAL  SIGNAL 

585 

1076 

29 

1616 

-5 

64  0 

NM 

1 180 

-9 

1  1,5 

13  4 

8 

NORDSON 

657 

918 

97 

392 

10 

34  7 

19 

308 

15 

22  2 

214 

9 

STEWART  &  STEVENSON  SERVICES 

696 

832 

44 

669 

0 

32  1 

3 

406 

12 

14,7 

15.7 

10 

APPLIED  MATERIALS 

734 

773 

45 

661 

15 

28,4 

4 

674 

18 

8  3 

8,4 

1 1 

TIMKEN 

739 

766 

-5 

1647 

-3 

-35  7 

NM 

1759 

-3 

NM 

-3.5 

12 

BRICGS  &  STRATTON 

758 

738 

68 

971 

-3 

43,9 

5 

659 

2 

14  1 

15.2 

13 

BWIP  HOLDING 

849 

619 

NA 

430 

14 

31,2 

18 

332 

6 

19,0 

23.9 

14 

HARNISCHFEOER  INDUSTRIES 

879 

589 

-6 

1554 

-10 

61,5 

-1  1 

1493 

-6 

10,4 

10,3 

15 

GOULDS  PUMPS 

914 

559 

9 

567 

2 

31.3 

2 

396 

-7 

13  3 

14,3 

16 

PENTAIR 

996 

469 

48 

1  169 

-1 

41.1 

25 

776 

-1 

9  7 

15.1 

15D  Textiles 

CROUP.  COMPOSITE 

5261 

66 

6679 

2 

133.8 

34 

6044 

7 

5.6 

4.5 

SHAW  INDUSTRIES 

472 

1495 

123 

1619 

-2 

36  0 

-40 

817 

3 

9,3 

10.0 

UNIFI 

576 

I  100 

134 

756 

12 

36  1 

-13 

509 

NM 

9  9 

100 

WEST  POINT-PEPPERELL 

622 

978 

3 

1  192 

-3 

-10.5 

NM 

2329 

-9 

-15  3 

-0.9 

SPRINGS  INDUSTRIES 

808 

681 

40 

1890 

1 

27.1 

NM 

1251 

4 

5,2 

4,8 

DELTA  WOODSIDE  INDUSTRIES 

945 

514 

143 

664 

25 

34.8 

229 

463 

14 

12  6 

1 1,6 

ALBANY  INTERNATIONAL 

969 

493 

30 

557 

0 

10  3 

35 

675 

-4 

4  2 

4  2 

188  THE  1992  BUSINESSWEEK  1000 


ightweight  Champon 
oftheWodd 


We'll  save  you  the  time  of 
lecking  out  the  comparison  charts 
here  simply  is  no  lighter  i386SX 
otebook  computer  with  both 
n  internal  hard  drive  and 
oppy  drive  on  the  market. 

It's  the  new  Tempo" 
Carrier™  from  EverexT  5.2  \bs* 
Vith  battery.  Without  equal.  End 
if  weight  discussion. 

Beginning  of  performance 
liscussion. 

The  Carrier  carries  on  the  tradi 
ion  of  our  award  winning  Tempo  LX. 

For  starters  it's  powered  by  a 


lean-mean  20MHz  i386SX  processor. 
With  2MB  RAM  standard,  expand- 
able to  8MB  and  a  choice  of  40MB  or 
80MB  internal  hard  drives,  you  can  take 
on  any  Windows:  OS/2  or  MS-DOS" 
battle.  Sophisticated  Multi-level  Power 
Management  System  control 
offers  extended  battery  life.  And 
the  Carrier  offers  one  of  the 
brightest  backlit  VGA  screens 
in  the  industry,  able  to  handle 
32  levels  of  gray  at  640  x  480 
resolution. 

Want  to  add  a  power  cord,  AC 


FOR  ADDITIONAL  INFORMATION 


or  the  reseller  near  you  call; 

1-800-258-7837 

In  Canada  (1-800-661-2003) 
Outside  North  America  (510)  498-1111). 


adapter,  and  your  free  padded  carrying 
case?  The  Carrier  still  weighs  in  at 
just  a  tad  over  eight  pounds,  easily 
among  the  lightest  in  its  class.   


FREE  WITH  YOLR  PURCHASE: 


Microsoft'-  Windows'"  3.0  5145  Value 

MS-DOS"  5.0  $130  Value 

Microsoft'  compatible  Mouse  S  79  Value 
Carrying  Case  $  69  Value 

Total  Value  of  $423 

One  year  parts  &  labor  warranly  (includes  48-hour  turn- 
around and  free  overnight  pick-up  and  delivery  within 
the  Continental  U  S  ) 


So  if  you're  looking  for  the 
champion  in  i386SX  lightweights,  with 
all  the  power  of  a  heavyweight,  pick 
up  the  Tempo  Carrier  today.  You  can't 
help  but  feel  like  a  winner. 


EVER  for  Excellence 


tons.  Kong  852.369.2828:  Spain  34.1.430.9212.  Untied  Kingdom  4481.205.0607. 


mny  49  69  69.50040. 


U.S.  Companies  ranked  by  industry 


COMPANY 

MARKEI  VALUE 
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1000 
RANK 
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12 
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12 
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ON 
COMMON 
EQUITY 

% 

16 

METALS  &  MINING 

INDUSTRY  COMPOSITE 

39480 

13 

47912 

-9 

-728.4 

NM 

55427 

1 

1.8 

-3.4 

16A  Aluminum 

CROUP  COMPOSITE 

11835 

-2 

21387 

-5 

355.4 

-66 

25573 

2 

5.0 

3.3 

ALUMINUM  CO.  OF  AMERICA 

122 

5913 

3 

9884 

-8 

62.7 

-79 

11260 

-2 

4.0 

1.2 

2 

REYNOLDS  METALS 

224 

3353 

-10 

5730 

-5 

154.1 

-48 

6685 

2 

5.6 

5  2 

3 

AMAX 

403 

1804 

-21 

3772 

0 

30.2 

-87 

5542 

13 

3.6 

1.3 

4 

KAISER  ALUMINUM 

740 

766 

NA 

2001 

-5 

108.4 

-49 

2085 

NA 

14.7 

20.4 

16B  Steel 

GROUP  COMPOSITE 

8138 

19 

17543 

-13 

-1733.5 

NM 

17014 

-4 

NM 

-29.5 

NUCOR 

383 

1959 

14 

1465 

-1 

64.7 

-14 

1132 

7 

7.8 

9.4 

USX-U.S.  STEEL  OROUP 

498 

1403 

NA 

4864 

-20 

-507.0 

NM 

5607 

0 

NA 

-30.5 

WORTHINCTON  INDUSTRIES 

509 

1354 

44 

891 

-4 

46.3 

-18 

591 

0 

1 1.5 

12.5 

BETHLEHEM  STEEL 

573 

1113 

-1 

4318 

-12 

-767.0 

NM 

4128 

-6 

NM 

-78.7 

ALLEGHENY  LUDLUM 

575 

1  101 

27 

1005 

-7 

41.1 

-40 

764 

-4 

10.8 

1 1.4 

INLAND  STEEL  INDUSTRIES 

811 

677 

-12 

3404 

-12 

-275.1 

NM 

2698 

-8 

NM 

-24.3 

ARMCO 

928 

531 

2 

1595 

-8 

-336.5 

NM 

2093 

-13 

NA 

-46.3 

16C  Other  Metals 

GROUP  COMPOSITE 

19507 

21 

8983 

-8 

649.7 

-45 

12840 

8 

8.1 

9.1 

NEWMONT  GOLD 

183 

4431 

9 

573 

-1 1 

125.9 

-11 

817 

16 

17.8 

17.8 

FREEPORT-MCMORAN  COPPER  &  GOLD 

194 

4052 

82 

468 

8 

102.0 

13 

1 158 

72 

17.0 

59.1 

NEWMONT  MINING 

264 

2881 

8 

623 

-9 

94.3 

-44 

818 

-14 

32.4 

62.1 

PHELPS  DODGE 

276 

2798 

18 

2434 

-8 

272  9 

-40 

3051 

8 

13.1 

14.7 

HOMESTAKE  MINING 

454 

1542 

-10 

41  1 

-20 

-99.9 

NM 

927 

-14 

NM 

-14.9 

ASARCO 

581 

1083 

-12 

1910 

-14 

46.0 

-69 

2937 

6 

4.0 

3.1 

CYPRUS  MINERALS 

687 

859 

-3 

1679 

-10 

42.7 

-62 

1966 

2 

3.8 

2.5 

8 

AMAX  GOLD 

780 

71 1 

-18 

128 

-14 

212 

-25 

198 

26 

15.2 

15.4 

9 

BATTLE  MOUNTAIN  GOLD 

843 

628 

5 

170 

19 

-1.2 

NM 

523 

16 

NM 

0.4 

10 

PRECISION  CASTPARIS 

937 

522 

-23 

588 

13 

45.9 

41 

445 

9 

14.3 

15.0 

17 

NONBANK  Financial 

INDUSTRY  COMPOSITE 

224124 

11 

29S172 

6 

19276.6 

30 

1627793 

9 

13.4 

13.1 

17A  FINANCIAL  Services 

GROUP  COMPOSITE 

113071 

20 

129080 

8 

8908.6 

40 

891456 

11 

14.0 

15.3 

FEDERAL  NATIONAL  MORTGAGE  ASSN. 

32 

17062 

56 

13586 

7 

1455.4 

24 

147072 

10 

9.2 

27.6 

AMERICAN  EXPRESS 

60 

10152 

-18 

25763 

6 

789  0 

133 

153456 

9 

43  1 

10  8 

BERKSHIRE  HATHAWAY 

62 

9970 

10 

3028 

33 

481.3 

27 

12771 

38 

7.1 

6.6 

LOEWS 

95 

7237 

-7 

13620 

1  1 

9043 

12 

39206 

13 

13.4 

16.6 

FEDERAL  HOME  LOAN  MORTGAGE  ASSN. 

97 

7202 

57 

4219 

6 

555.0 

34 

46860 

15 

14.2 

22.6 

MERRILL  LYNCH 

!27 

5855 

90 

12363 

1  1 

696.1 

263 

86259 

27 

NA 

18.0 

STUDENT  LOAN  MARKETING  ASSN. 

129 

5796 

19 

3257 

-10 

345.1 

15 

45320 

10 

6.9 

35.7 

8 

MARSH  &  MCLENNAN 

147 

5370 

-8 

2779 

2 

305  5 

0 

2382 

-1 

23.6 

28  5 

9 

PRIMERICA 

184 

4372 

26 

6608 

7 

478.8 

28 

22000 

12 

13.6 

15.3 

10 

MORGAN  STANLEY  GROUP 

188 

4174 

48 

6785 

16 

475.1 

76 

70742 

18 

65.5 

217 

11 

HSR  BLOCK 

210 

3556 

34 

1328 

21 

150  7 

28 

695 

21 

26.4 

26.4 

12 

SALOMON 

231 

3305 

4 

9175 

3 

507.0 

67 

96737 

-12 

21.9 

13.8 

13 

TRANSAMERICA 

233 

3252 

17 

6815 

2 

99.4 

-63 

33682 

6 

5.0 

3.1 
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EL  CHEESE 


lie  -  Capag  Equipment 


SUCCESS 

BREEDS  SUCCESS 


CDME 


A 

TETRA 


OUGO  -  ARAB  CO 


Roche 


AGLE  STAR 

INIEHHAIlONAL 


J  REYNOLDS  TOBACCO  INTEPSATIONAL  S  A 


/mmmmmmmmm^ 


mmmmmmmm. 


w 

\'ardley  Cyprus 


In  1975  Cyprus  began  offering  innovative  incentives  to 
companies  wishing  to  manage  their  international  affairs 
from  its  shores.  Among  the  first  to  take  advantage  of 
these  incentives  were  a  handful  of  pioneering  enterprises 

such  as  MEPA  INSURANCE,  LINOTYPE-HELL,  IMPACT/BBDO, 
KARDEX,  SC  JOHNSON  and  NCR. 

Today  more  than  900  offshore  enterprises  conduct  their 
regional  or  worldwide  activities  from  fully-hedged  offices 
on  the  island.  Included  among  these  are  some  of  the 
world's  best  known  multinationals! 

Their  success  is  our  success! 

For  more  information  please  contact; 

THE  CENTRAL  BANK  OF  CYPRUS 


LFC  MIDDLE  EAST  LIMITED 


ORGANON 


illiCD 

American  Life  Insurance  Co 


mmro 


HAH*  I  ,^\S  BANK  IM  ( 


#BalsamAG 


Kestrel 


Mobil  Petrochemicals 


landis&gyr) 


P6PSI-COLA  INTERNATIONAL 


International  Division 

36  MetochioLi  Street,  P.O.Box  5529,  Nicosia,  Cyprus 
Teleplione:  357  2  445281  (ext.  216) 
Fax:  357  2  472012,  Telex:  2424  Central  Cy 


UNITED  DISTILLERS 


^TELERATE 

Dow  Jone'j 


Associated  Press 


^  7  A 


p       C  Y  P  Ky-s^  / 


1  (--B/fNON 


OC  ALFA- LAVAL 

■  II    Hll.l    n  I. 


C-7 


GENERALE  DE  CREDIT 


Raychem 


U.S.  COMPANIES  RANKED  BY  INDUSTRY 


COMPANY 

MARKET 

lOP 
SANK 

VALUE 

SMIL 

CHANGE 
FROM 

%' 

SALES 

12 

MONTHS 
SMIl 

CHANGE 
FSOM 

% 

PROFITS 

12 

MONTHS 
SMIl 

CHANGE 
FROM 

1, 

ASSETS 

12 

MONTHS 
SMIl 

CHANGE 
FHOM 

% 

RETURN 

ON 
INVESTED 
CAPITAl 

ON 
COMMON 
EQUITY 

14 

BEAR  STEARNS 

'■  379 

1965 

43 

2527 

6 

232.5 

126 

54670 

56 

44.3 

23.1 

15 

FRANKLIN  RESOURCES 

390 

1900 

40 

334 

15 

104,0 

15 

627 

24 

28.3 

26.9 

16 

BENEFICIAL 

'  434 

1631 

32 

1810 

3 

148.8 

14 

9972 

8 

8.7 

12.9 

17 

FIRST  FINANCIAL  MANAGEMENT 

451 

1563 

75 

1507 

18 

89.0 

22 

5497 

0 

16  1 

9.0 

18 

POLICY  MANAGEMENT  SYSTEMS 

468 

1503 

58 

415 

20 

47.6 

28 

565 

16 

NA 

9.9 

19 

DREYFUS 

477 

1480 

7 

282 

8 

67.9 

9 

838 

2 

9.8 

9,4 

20 

EQUIFAX 

502 

1386 

-1 1 

1094 

1 

54.1 

-15 

709 

-6 

12.7 

13.7 

21 

CHARLES  SCHWAB 

518 

1314 

179 

795 

27 

49.5 

195 

5000 

19 

19.3 

272 

22 

A.C.EDWARDS 

567 

1 123 

62 

851 

32 

91  8 

68 

1426 

24 

20.0 

19.8 

23 

MERCURY  FINANCE 

597 

1041 

105 

116 

22 

32  8 

41 

527 

23 

17.3 

33.6 

24 

COUNTRYWIDE  CREDIT  INDUSTRIES 

630 

965 

285 

279 

41 

45.0 

137 

1970 

63 

10.9 

10.5 

25 

FUND  AMERICAN 

636 

958 

-28 

241 

-1  1 

184.0 

179 

2828 

-75 

13.1 

7,1 

26 

CRAWFORD 

644 

942 

36 

538 

20 

37.4 

17 

293 

8 

22.3 

22.6 

27 

PAINEWEBBER  GROUP 

650 

932 

81 

3166 

6 

150.7 

NM 

20399 

9 

NA 

19,8 

28 

UNITED  INVESTORS  MANAGEMENT 

674 

879 

26 

311 

20 

66.8 

12 

1240 

27 

13.4 

15.5 

29 

ALEXANDER  S.  ALEXANDER  SERVICES 

686 

859 

-19 

1369 

2 

-10.4 

NM 

2765 

-2 

NM 

-2.6 

30 

HEALTHCARE  COMPARE 

719 

790 

134 

71 

68 

12.8 

131 

70 

34 

23.8 

23.8 

31 

ALLEGHANY 

730 

777 

30 

1417 

16 

21,7 

-67 

4539 

7 

4,0 

3.1 

32 

T.  ROWE  PRICE  ASSOCIATES 

857 

613 

66 

205 

21 

30.4 

45 

180 

1 1 

22.7 

24.1 

33 

LEUCADIA  NATIONAL 

885 

582 

78 

835 

24 

26,1 

-63 

4404 

81 

5,4 

8.7 

34 

BROAD 

906 

563 

85 

814 

2 

46.8 

18 

11836 

14 

6.6 

11.2 

35 

GREEN  TREE  ACCEPTANCE 

940 

518 

144 

215 

22 

56.7 

55 

876 

19 

17,8 

20.8 

36 

WESCO  FINANCIAL 

964 

498 

25 

133 

7 

30.2 

11 

871 

17 

8  1 

8.2 

37 

ADVANTA 

967 

494 

270 

203 

51 

25.2 

67 

1717 

18 

1 1.5 

23.1 

38 

UNITED  ASSET  MANAGEMENT 

973 

491 

49 

227 

33 

24.6 

35 

455 

18 

NA 

13.9 

17B  Insurance 

GROUP  COMPOSITE 

102771 

1 

154149 

4 

9445.9 

21 

612715 

9 

10.7 

11.6 

1 

AMERICAN  INTERNATIONAL  GROUP 

29 

18308 

-8 

15834 

6 

1553.0 

8 

69248 

19 

NA 

14.1 

2 

GENERAL  RE 

86 

8155 

-3 

3207 

9 

656  7 

7 

12405 

12 

16.5 

18.3 

3 

CHUBB 

137 

5673 

0 

4579 

7 

552.0 

6 

13775 

12 

12.0 

15.6 

4 

CNA  FINANCIAL 

159 

4913 

-5 

1 1131 

12 

612.5 

67 

35673 

15 

NM 

12.9 

5 

AETNA  LIFE  i  CASUALTY 

165 

4802 

-4 

19196 

-3 

505.2 

-18 

91988 

3 

NM 

6.8 

6 

AMERICAN  GENERAL 

177 

4598 

7 

4395 

-1 

480.0 

-15 

36105 

7 

10  8 

11.1 

7 

CIGNA 

195 

4016 

14 

18750 

3 

453.0 

42 

66700 

5 

7.0 

8.1 

8 

GEICO 

234 

3241 

21 

2147 

1 1 

196.4 

-6 

4086 

14 

15,3 

17,9 

9 

TORCHHARK 

249 

3008 

5 

1932 

8 

246,5 

8 

6160 

11 

16.0 

23.1 

10 

ST.  PAUL 

256 

2966 

5 

4369 

8 

405,1 

4 

12982 

6 

14  2 

17,6 

11 

SAFECO 

260 

2941 

19 

3172 

0 

259.6 

-7 

11907 

13 

10.3 

11.7 

12 

AON 

282 

2707 

12 

2893 

10 

242  0 

1 

1 1061 

7 

13,1 

15,4 

13 

CAPITAL  HOLDING 

289 

2654 

32 

2671 

4 

250.2 

51 

18900 

13 

14.2 

15.2 

14 

UNUM 

318 

2450 

26 

2421 

12 

205  0 

1 1 

10668 

12 

32  4 

14.9 

15 

AFLAC 

328 

2360 

30 

3283 

23 

148.7 

27 

10145 

26 

14.7 

16.1 

16 

LINCOLN  NATIONAL 

336 

2334 

7 

9169 

8 

208  4 

9 

34000 

23 

9,0 

8,2 

17 

TRAVELERS 

360 

2083 

-10 

1 1377 

1 

307.4 

NM 

52709 

-7 

5,5 

6.6 

18 

MBIA 

380 

1963 

37 

269 

20 

144.7 

14 

2278 

13 

12  6 

13  6 

19 

CINCINNATI  FINANCIAL 

388 

1909 

17 

1 138 

11 

147.7 

18 

3436 

33 

115 

11.0 

20 

JEFFERSON-PILOT 

398 

1838 

31 

1  173 

1 

175  7 

1  1 

4925 

1 1 

1  1,2 

112 

21 

UNITRIN 

407 

1768 

-15 

1255 

3 

137.2 

4 

4272 

2 

7.3 

7.3 

22 

KEMPER 

442 

1599 

4 

3130 

7 

204.6 

1622 

14020 

3 

13  6 

115 

23 

CONTINENTAL  CORP. 

480 

1467 

-4 

5466 

-6 

125.6 

-21 

14108 

2 

5,6 

2.5 

24 

AMBAC 

544 

1208 

NA 

187 

14 

1 13.7 

8 

1432 

16 

13  2 

15.2 
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CALLS  A  MONTH, 
MIKE  MACINA 


JUST  SIGNED  UP  FOR 
AT&T^S  NEW 
INTERNATIONAL 
SAVINGS  PLAN. 


T  INTRODUCES  THE  INTERNATIONAL  BUSINESS 
ERNATIVE,  A  SAVINGS  PLAN  THAT'S  SPECIFICALLY 
ilGNED  FOR  SMALL  BUSINESS.  Theres  no  other 
•seas  calling  plan  like  it.  With  the  AT&T  International 
ness  Alternative,  businesses  that  make  as  little  as  three 
rnational  calls  a  month  will  get  the  kind  of  discounts 
er  companies  get.  That  means  even  start-up  companies  like 
z  Macina  Inc.  can  enjoy  savings  of  up  to  10%  whenever  they 
I  off  faxes  or  make  quick  calls  around  the  world.  So  they 
make  more  of  the  kinds  of  calls  needed  to  secure  orders 


and  solidify  overseas  business  relationships.  The  plan  also  lets 
you  save  when  you  call  the  most:  during  your  business  hours. 
And  includes  just  two  calling  periods:  prime  and  non-prime. 

We're  so  sure  this  new  alternative  stacks  up  against 
anything  the  competition  has  to  offer,  we  invite  you  to  call 
1  800  222-0900,  ext.  2736  now  and  discover  just  how 
your  business  can  start  saving 
on  overseas  calls  today'  The  new 
International  Business  Alternative. 
A  World  of  Help  from  AT&T. 


AT&T 


hly  charges  will  appiv  IBA  includes  vour  subscription  to  applicable  Small  Business  Options  Plan 
mcstic  and  internaiional  calling  Pending  tariff  effectiveness-       1992  AT&T 


U.S.  COMPANIES  RANKED  BY  INDUSTRY 


MARKET 

TOP 
1000 
:  RANK 

VALUE 

SMIL 

CHANGE 
FROM 
1991 

SALES 

12 

MONTHS 
1991 
SMIl 

CHANGE 
EHOM 

1990 

% 

Pkonis 

12 

MONTHS 
1991 
SMIl 

CHANGE 
FROM 
1990 

ASSETS 

12 

MONTHS 
1991 
SMIL 

CHANGE 
FROM 
1990 

RETURN 

ON 
INVESTED 
CAPITAl 

ON 
COMMON 
EQUITY 

% 

25 

MGK  INVESTMENT 

571 

1 116 

NA 

294 

14 

75.0 

24 

894 

26 

15.3 

15.9 

26 

AMERICAN  NATIONAL  INSURANCE 

592 

1058 

0 

1  197 

9 

126  0 

16 

NA 

NA 

NA 

NA 

27 

PROVIDENT  LIFE  i  ACCIDENT 

61 1 

1012 

-1 

2846 

3 

1 17.2 

-35 

14800 

9 

NA 

8.4 

28 

20th  CENTURY  INDUSTRIES 

618 

989 

8 

880 

14 

123  4 

52 

1370 

1  1 

26  2 

22  0 

29 

PROGRESSIVE 

619 

984 

-30 

1493 

9 

32.9 

-65 

2959 

1  1 

NM 

7.0 

30 

CONSECO 

631 

962 

297 

1392 

85 

1210 

190 

1  1600 

40 

21.4 

60.3 

3t 

HARTFORD  STEAM  BOIIER  INSPECTION 

633 

959 

-18 

630 

12 

73.9 

-6 

889 

7 

16.7 

18.5 

32 

OHIO  CASUALTY 

638 

956 

29 

1687 

5 

96.7 

27 

3531 

9 

1 1  2 

12.9 

33 

OLD  REPUBLIC  INTERNATIONAL 

669 

894 

52 

1344 

8 

120  1 

16 

3712 

12 

10.8 

15.0 

34 

TRANSATLANTIC  HOLDINGS 

700 

829 

7 

623 

7 

70,5 

14 

2204 

1  1 

14  8 

14  8 

35 

HANOVER  INSURANCE 

729 

779 

31 

1809 

6 

49  1 

5 

3488 

1 1 

NA 

5.8 

36 

USFSG 

738 

769 

-5 

4172 

-5 

-144.0 

NM 

14456 

4 

NM 

-22  7 

37 

ARGONAUT  GROUP 

778 

715 

5 

517 

-15 

84.4 

-6 

1946 

-1 

15.2 

15.2 

38 

USLIFE 

802 

686 

27 

1383 

12 

74.9 

9 

5153 

14 

8.4 

7  7 

39 

W.R.  BERKLEY 

878 

591 

8 

541 

1 

46.6 

29 

1526 

8 

10.7 

1 1.5 

40 

HOME  BENEFICIAL 

944 

515 

40 

197 

-17 

47.4 

-29 

1205 

4 

10.5 

10.5 

17C  Savings  &  Loan 

GROUP  COMPOSITE 

8282 

13 

tl943 

-3 

922.1 

53 

123622 

-1 

8.2 

13.0 

GOLDEN  WEST  FINANCIAL 

311 

2476 

29 

2241 

5 

238.6 

32 

24298 

8 

7.1 

16.5 

GREAT  WESTERN  FINANCIAL 

331 

2352 

8 

3953 

-6 

298,1 

135 

39600 

1 

7.4 

14.2 

H.F.  AHMANSON 

370 

2020 

2 

4592 

-4 

245.8 

29 

47276 

-8 

9.6 

9.3 

WASHINGTON  FEDERAL  SAVINGS  S  LOAN 

694 

839 

23 

283 

0 

73.8 

17 

2935 

1 1 

1  1.2 

19.3 

STANDARD  FEDERAL  BANK 

876 

595 

102 

874 

-4 

65.8 

64 

9514 

2 

9.2 

12.5 

18  Office  equipment  &  Computers 


INDUSTRY  COMPOSITE 

197305 

10 

191843 

2 

2496.1 

-78 

221366 

6 

3.2 

2.6 

18A  Business  Machines  &  Services 

GROUP  COMPOSITE 

15204 

25 

11161 

8 

743.5 

10 

11200 

9 

14.8 

15.4 

1 

PITNEY  BOWES 

152 

5160 

27 

3333 

4 

287.9 

39 

6381 

5 

15.7 

16.0 

2 

DELUXE 

222 

3366 

6 

1474 

4 

182.9 

6 

1098 

19 

217 

24.5 

3 

cue  INTERNATIONAL 

490 

1435 

123 

521 

22 

27.7 

95 

276 

20 

32  0 

1 10.8 

4 

JOHN  H.  HARLAND 

690 

850 

-1 

379 

2 

49.8 

-13 

352 

1 

NA 

15,6 

5 

INTELLIGENT  ELECTRONICS 

703 

822 

35 

2173 

42 

38.6 

15 

707 

60 

14.1 

14.1 

6 

DIEBOLD 

736 

771 

47 

506 

6 

35.7 

32 

536 

3 

9.1 

9  3 

7 

HON  INDUSTRIES 

835 

638 

12 

608 

-8 

32.9 

-24 

281 

1 

19,1 

22.8 

8 

VERIFONE 

890 

579 

81 

188 

21 

18  7 

54 

189 

25 

12  0 

12  2 

9 

WALLACE  COMPUTER  SERVICES 

891 

578 

2 

482 

6 

36.1 

-8 

444 

16 

10.1 

10.9 

10 

STANDARD  REGISTER 

954 

509 

27 

694 

-3 

32.7 

50 

464 

2 

9  5 

9.9 

11 

HERMAN  MILLER 

966 

495 

-8 

803 

-1 1 

0.4 

-99 

474 

-1 1 

0.2 

0.1 

18B  Computers  &  Peripherals 

GROUP  COMPOSITE 

115056 

-7 

156252 

-1 

-556.6 

NM 

184493 

4 

-1.0 

-1.1 

INTERNATIONAL  BUSINESS  MACHINES 

8 

49322 

-34 

64792 

-6 

-564.0 

NM 

92473 

6 

-14.3 

-1.5 

HEWLETT-PACKARD 

28 

18690 

55 

14949 

10 

856.0 

1 1 

12276 

10 

1  1  8 

1  1,3 

APPLE  COMPUTER 

90 

7583 

2 

6496 

13 

325.4 

-35 

3745 

19 

16  9 

16  9 

DIGITAL  EQUIPMENT 

94 

7287 

-27 

14238 

9 

-864.5 

NM 

1  1944 

3 

NM 

-1 1.6 

XEROX 

100 

7091 

32 

17830 

-1 

454  0 

-25 

31658 

0 

9.4 

8.6 

SUN  MICROSYSTEMS 

252 

2987 

-10 

3455 

25 

199  3 

32 

2341 

7 

13,1 

15.0 

STORAGE  TECHNOLOGY 

283 

2706 

163 

1585 

3 

93.1 

-1 

1700 

17 

13.6 

12.8 

8 

COMPAO  COMPUTER 

306 

251 1 

-59 

3271 

-9 

130.9 

-71 

2750 

9 

8  2 

7.0 
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FREE  INFORMATION 
FOR  READERS  OF 

Busines^eek 


Want  more  information  about  advertisers  in  this  issue? 
If  so... 

1  •  Review  the  list  of  advertisers  below. 

2.  Circle  the  corresponding  number  on  the  postage-paid 
reader  service  card,  complete  the  necessary  information 
and  drop  in  the  mail. 

3.  Or,  call  toll-free  Monday— Friday  SAM— 5PM  MST: 

1-800-345-3550 

When  prompted,  use  keypad  to  enter  this  control  number  8299600':^' 


ANNUAL  REPORTS 

1.  BP 

FINANCIAL  PRODUaS 
AND  SERVICES 

2.  CIGNA  Corporation 

3.  Delta  Dental  Plans 

4.  Franklin  Fund 

5.  The  Janus  Fund 

6.  UNUM  Life  Insurance 

7.  Van  Kampen  Merritt 

PRODUCTS/SERVICES 

8.  A.T.  Cross  Company 

9.  Beech  Aircraft  Corp. 

10.  Bose  Corporation 

11.  Buick  Motor  Division 

12.  Canon  Plain  Paper 
Faxes 

13.  CAST 

14.  CompuAdd 

15.  Dialog  Information 
Services 

16.  Florsheim  Shoe  Co. 


17.  Ford  Corporate 

18.  GE  Lighting 


19. 

Hewlett-Packard 

Workstation 

20. 

Intel  Corporation 

21. 

Iowa  Department  of 

Economic  Development 

22. 

Lexus 

23. 

Mita  Copystar  America 

24. 

Motorola  Cellular 

Telephones 

25. 

Muenchner  Messe-  und 

Ausstellungsgesellschaft 

26. 

Pitney  Bowes  Mailing 

Systems 

27. 

RPS  (Roadway  Package 

System) 

28. 

ROLM  Company 

29. 

SAS 

30. 

Sharp 

31. 

Siemens  Corporation 

32. 

Tandy/Radio  Shack 

33. 

The  Timken  Company 

34. 

Yellow  Freight  System, 

Inc. 


U.S.  COMPANIES  RANKED  BY  INDUSTRY 


I  u  n  r  A  n  1 

MADKFT 
n  A  K  n  E 1 

VAI  IIF 
V  ALUE 

^Al 
J  A  L  E  3 

DDnFIT^ 
r  K  U  r  1 1  J 

A^tFH 
A  J jC  1  3 

DFTIIDM 
K£  1 UKn 

TOP 
1000 
RANK 

SMIl 

CHANGE 
fSOM 
1»9I 

12 

MONTHS 
1991 
SMIL 

CHANGE 
FROM 
1990 

% 

12 

MONTHS 
1991 
SMIl 

CHANGE 
FIOM 
1990 

% 

12 

MONTHS 
1991 
SMIl 

CHANGE 
FROM 
1990 

X 

ON 
INVESTED 
CAPIIAl 

% 

ON 
COMMON 
EQUITY 
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9 

TANDY 

:  337 

2321 

-12 

4515 

-2 

176.2 

-32 

3291 

-6 

9.6 

9.4 

to 

AMDAHL 

386 

1929 

10 

1702 

-21 

44 

-98 

2336 

0 

NA 

0,3 

11 

UNISYS 

461 

1516 

50 

8696 

-14 

-1393  3 

NM 

8432 

-18 

NM 

NM 

12 

TANDEM  COMPUTERS 

506 

1365 

-15 

1933 

3 

-66  5 

NM 

1962 

4 

NM 

-5,7 

13 

SILICON  GRAPHICS 

552 

1159 

38 

638 

32 

36.8 

-8 

698 

77 

NA 

9.3 

14 

CONNER  PERIPHERALS 

556 

1155 

-25 

1599 

20 

92.5 

-29 

1335 

52 

10.0 

13.4 

15 

STRATUS  COMPUTER 

565 

1 130 

62 

449 

11 

49.7 

34 

385 

20 

17.6 

15.8 

16 

WANG  LABORATORIES 

582 

1083 

99 

1940 

-18 

-373.4 

NM 

1312 

-25 

NM 

NM 

17 

CRAY  RESEARCH 

594 

1046 

-6 

862 

7 

113.0 

0 

1079 

14 

14.8 

14.9 

18 

SEAGATE  TECHNOLOGY 

607 

1020 

4 

2669 

0 

-11.1 

NM 

1742 

-6 

NM 

-1.5 

19 

DELL  COMPUTER 

684 

861 

29 

889 

63 

50.9 

87 

470 

111 

18.8 

19.9 

20 

QUANTUM 

798 

691 

0 

1074 

50 

49.6 

-26 

496 

19 

19.5 

17  7 

21 

AST  RESEARCH 

847 

621 

-20 

827 

41 

70.2 

34 

515 

41 

20.5 

21.6 

22 

CONTROL  DATA 

951 

510 

-6 

1525 

-10 

-8.6 

NM 

1214 

-15 

-19.9 

-2.1 

23 

SYMBOL  TECHNOLOGIES 

992 

472 

27 

319 

38 

22.8 

201 

338 

14 

8.9 

8.7 

18C  COMPUTER  Software  &  Services 

GROUP  COMPOSITE 

67044 

56 

24429 

19 

2309.3 

18 

25674 

22 

14.9 

18.4 

1 

MICROSOFT 

24 

21039 

79 

2276 

54 

581.4 

63 

2128 

56 

33.0 

32.8 

2 

NOVELL 

83 

8279 

127 

710 

35 

184.2 

68 

797 

48 

27.1 

27,5 

3 

AUTOMATIC  DATA  PROCESSING 

118 

6043 

32 

1811 

4 

238.9 

9 

1659 

10 

20.3 

20.7 

4 

ELECTRONIC  DATA  SYSTEMS 

NR 

5919 

35 

7029 

17 

563.0 

13 

5703 

25 

20.1 

21,6 

5 

ORACLE  SYSTEMS 

285 

2697 

127 

1085 

6 

33.6 

-8 

759 

-1 1 

8.4 

9.0 

6 

COMPUTER  ASSOCIATES  INTERNATIONAL 

286 

2680 

53 

1438 

10 

173.0 

7 

2308 

45 

14.1 

14.6 

7 

CISCO  SYSTEMS 

343 

2250 

194 

244 

110 

58.8 

120 

187 

89 

39.6 

39.6 

8 

BORLAND  INTERNATIONAL 

410 

1757 

117 

437 

23 

-75.1 

NM 

386 

5 

NM 

-31,3 

9 

CABLETRON  SYSTEMS 

443 

1599 

53 

263 

68 

52.4 

69 

208 

86 

28.5 

28.5 

10 

BMC  SOFTWARE 

448 

1576 

56 

176 

50 

43.2 

87 

207 

62 

33  6 

32  7 

11 

LOTUS  DEVELOPMENT 

501 

1388 

23 

829 

20 

43.1 

85 

726 

10 

NA 

11.7 

12 

COMPUTER  SCIENCES 

549 

1  182 

16 

1945 

16 

65.5 

-4 

1342 

41 

84 

1  1,3 

13 

ADOBE  SYSTEMS 

572 

1115 

-1 

230 

36 

51.6 

29 

221 

52 

30.6 

28.2 

14 

LEGENT 

632 

960 

12 

208 

15 

36  2 

4 

298 

52 

15.9 

16.3 

15 

CADENCE  DESIGN  SYSTEMS 

654 

923 

-9 

392 

1 

-21.7 

NM 

350 

2 

NM 

-1 1.8 

16 

SYMANTEC 

666 

897 

71 

184 

67 

16  9 

178 

93 

65 

NA 

34.4 

17 

INTERGRAPH 

672 

882 

-26 

1 195 

14 

71.1 

14 

997 

10 

9.7 

9.9 

18 

MENTOR  GRAPHICS 

726 

783 

13 

400 

-8 

-61.6 

NM 

446 

-12 

NM 

-23.0 

19 

EXABYTE 

769 

727 

60 

234 

37 

32.2 

17 

150 

49 

32.2 

32.3 

20 

AUTODESK 

793 

694 

-48 

285 

20 

57.8 

2 

328 

28 

NA 

21.9 

21 

COMDISCO 

827 

654 

-38 

2200 

10 

81.0 

-1 

5148 

6 

6.7 

12.3 

22 

STRUCTURAL  DYNAMICS  RESEARCH 

909 

562 

19 

146 

23 

17  9 

35 

134 

26 

21,6 

216 

23 

ARTISOFT 

939 

519 

NA 

54 

71 

9  3 

59 

67 

NA 

NA 

14.9 

24 

SYSTEM  SOFTWARE  ASSOCIATES 

971 

491 

85 

171 

26 

20.7 

3 

136 

19 

NA 

306 

25 

FISERV 

974 

488 

62 

281 

54 

18  3 

33 

740 

31 

9.3 

1  1.4 

26 

WELLFLEET  COMMUNICATIONS 

986 

476 

NA 

58 

NA 

6  4 

NA 

76 

NA 

10  1 

10.0 

27 

PAYCHEX 

1000 

465 

60 

148 

15 

11.1 

25 

79 

20 

17.8 

18.1 

19   PAPER  &  FOREST  PRODUCTS 


INDUSTRY  COMPOSITE 

56459 

25 

76649 

-4 

1465.6 

-58 

97825 

3 

4.8 

4.0 

19A  Forest  PRODUCTS 

GROUP  COMPOSITE 

17472 

47 

27883 

-6 

-157.7 

NM 

36605 

-2 

NM 

-1.7 

1  WEYERHAEUSER 

105 

6649 

34 

8702 

-4 

-100.9 

NM 

16928 

4 

NM 

-2.6 

2  GEORGIA-PACIFIC 

138 

5661 

48 

1 1524 

-9 

-790 

NM 

10622 

-12 

-5  0 

-2.7 
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3 

LOUISIANA-PACIFIC 

33i 

2337 

104 

1702 

-5 

55.9 

-39 

2107 

0 

4.5 

4.6 

4 

WIIUMETTE  INDUSTRIES 

382 

1962 

52 

2005 

5 

45  8 

-65 

2219 

13 

4  9 

4  6 

5 

BOISE  CASCADE 

681 

863 

-16 

3950 

-6 

-79.5 

NM 

4729 

-1 

NM 

-8.1 

19B  PAPER 

dROUk  lOMPUSIlE 

1  0 

4517A7 

—4 

10  I  J,  J 

—  l") 

61220 

6.0 

6.3 

1 

INTERNATIONAL  PAPER 

75 

9021 

33 

1 2688 

-2 

399-0 

-30 

1 494 1 

9 

6.7 

7. 1 

2 

KIMBERLY-CLARK 

85 

8244 

1 8 

6777 

6 

508.3 

1 8 

5650 

7 

1  7,5 

20,2 

3 

UNION  CAMP 

214 

3530 

24 

2967 

4 

124.8 

-46 

4612 

14 

6,4 

6.5 

4 

SCOTT  PAPER 

238 

3189 

-3 

4977 

-7 

-69  9 

NM 

6493 

-6 

NM 

-3  5 

5 

CHAMPION  INTERNATIONAL 

317 

2451 

-1 

4786 

-6 

40.3 

-82 

8588 

5 

2,1 

0.3 

6 

WESTVACO 

340 

2295 

22 

2268 

-5 

147.9 

-7 

3459 

5 

7,2 

8  6 

7 

MEAD 

356 

2115 

21 

4579 

-4 

75.6 

-29 

3986 

3 

5,0 

4.9 

8 

CONSOLIDATED  PAPERS 

415 

1727 

-3 

872 

-8 

91,4 

-36 

141  1 

18 

8  3 

9  5 

9 

JAMES  RIVER  CORP.  OF  VIRGINIA 

423 

1681 

-23 

4562 

-16 

78  3 

0 

5627 

-2 

4,0 

2,4 

10 

POTIATCH 

520 

1303 

36 

1237 

-1 

55,8 

-43 

1892 

1 1 

5,1 

6  1 

11 

P.H.  GLATFEITER 

537 

1247 

6 

568 

-9 

76.0 

-14 

630 

5 

17,2 

17,2 

12 

BOWATER 

651 

931 

9 

1289 

-7 

45.6 

-48 

2780 

21 

4,2 

4  3 

13 

WAUSAU  PAPER  MILLS 

752 

742 

143 

357 

4 

34  7 

71 

237 

8 

23  5 

24.7 

14 

CHESAPEAKE 

948 

512 

49 

841 

0 

15.4 

-8 

916 

5 

5,1 

4.8 

10 

PUBLISHING  &  BROADCASTING 

INDUSTRY  COMPOSITE 

99447 

18 

61861 

1 

1  777.7 

-32 

101024 

-1 

6.6 

3.3 

20A  BROADCASTING 

GROUP  COMPOSITE 

3751  7 

14 

19425 

3 

-30.4 

NM 

41250 

-1 

2.0 

-1.1 

1 

CAPITAL  CITIES/ABC 

92 

7320 

-10 

5382 

0 

374.7 

-22 

7129 

13 

9.3 

10.4 

2 

AMERICAN  TV  S  COMMUNICATIONS 

113 

6314 

36 

1220 

10 

160.9 

34 

2047 

-2 

15,7 

25.0 

3 

TELE-COMMUNICATIONS 

120 

5929 

6 

3792 

8 

-218.0 

NM 

12391 

1 

NM 

-47,1 

4 

TURNER  BROADCASTING  SYSTEM 

181 

4481 

112 

1480 

6 

42.9 

NM 

2255 

8 

7  1 

NM 

5 

VIACOM 

193 

4073 

57 

1712 

7 

-46.6 

NM 

4197 

5 

NM 

-6,4 

6 

CBS 

344 

2247 

-7 

3035 

-7 

-98.7 

NM 

2816 

-44 

NM 

-31,3 

7 

COMCAST 

368 

2043 

21 

709 

1 1 

-161  2 

NM 

2687 

9 

NA 

NM 

8 

BHC  COMMUNICATIONS 

449 

1573 

2 

263 

-6 

108  1 

-78 

2012 

7 

6  6 

6.8 

9 

MULTIMEDIA 

623 

977 

15 

524 

9 

48,4 

-1 

557 

4 

25,2 

NM 

10 

CENTURY  COMMUNICATIONS 

748 

749 

21 

294 

15 

-80  6 

NM 

1333 

9 

NM 

NM 

11 

CHRIS-CRAFT  INDUSTRIES 

810 

678 

-13 

284 

-5 

58.3 

-80 

2017 

2 

6,0 

5,6 

12 

CABLEVISION  SYSTEMS 

817 

668 

13 

603 

7 

-227,2 

NM 

1502 

-10 

NM 

NM 

13 

TCA  CABLE  TV 

999 

466 

28 

127 

12 

8.5 

79 

306 

-4 

8.3 

12.0 

203  PUBLISHING 

CROUP  COMPOSITE 

61930 

20 

42436 

0 

1808.1 

-8 

59773 

0 

10.3 

4.7 

DUN  S  BRADSTREET 

65 

9859 

20 

4643 

-4 

508.5 

0 

4777 

0 

25.3 

24.6 

TIME  WARNER 

70 

9492 

52 

12021 

4 

-99.0 

NM 

24889 

-2 

NA 

-8,2 

GANNETT 

104 

6738 

5 

3382 

-2 

301.6 

-20 

3684 

-4 

12,0 

20,3 

READER'S  DICEST  ASSOCIATION 

140 

5650 

40 

2465 

12 

220,8 

16 

1913 

12 

24,8 

30,0 

TIMES  MIRROR 

180 

4530 

19 

3624 

0 

82,0 

-55 

4052 

-3 

4.3 

4.3 

DOW  JONES 

""35 

3223 

22 

1725 

0 

72,2 

-32 

2471 

-5 

4  8 

5  0 

KNIGHT-RIDDER 

247 

3076 

23 

2237 

-3 

132,1 

-1  1 

2358 

7 

9  9 

1  1,8 

McGRAW-HILl 

267 

2838 

-1 

1943 

0 

148,0 

-14 

2525 

0 

12  3 

NA 

TRIBUNE 

272 

2815 

1 

2035 

-14 

142,0 

NM 

2795 

-1 

NA 

25.8 

WASHINGTON  POST 

274 

2803 

-2 

1380 

-4 

118  7 

-32 

1512 

4 

12.5 

12  7 

NEW  YORK  TIMES 

342 

2263 

29 

1703 

-4 

47,0 

-28 

2128 

-1 

4,9 

NA 

E.W.  SCRIPPS 

394 

1854 

24 

1300 

0 

64,6 

35 

1700 

12 

9  1 

9  8 

ENOUIRER/STAR  GROUP 

683 

861 

NA 

276 

29 

4,0 

507 

777 

-3 

2,1 

-1,6 

COMMERCE  CLEARING  HOUSE 

705 

819 

-12 

704 

-2 

31,0 

-24 

626 

2 

13  2 

13,7 

TOPPS 

743 

757 

-2 

286 

-1 

55,5 

9 

129 

9 

1 15.7 

124.9 

AFFILIATED  PUBLICATIONS 

759 

738 

5 

393 

-27 

-66  9 

NM 

493 

-3 

NM 

-32  4 

A.H.  BELO 

821 

665 

16 

432 

-2 

12.4 

-58 

746 

8 

NA 

5,4 

18 

LEE  ENTERPRISES 

831 

644 

-3 

339 

14 

29,6 

-33 

468 

1 

111 

15.7 

19 

MtCLATCHY  NEWSPAPERS 

875 

595 

5 

427 

1 

23  7 

-10 

477 

2 

6  9 

7  3 

20 

CENTRAL  NEWSPAPERS 

893 

576 

12 

420 

-3 

25.9 

-8 

389 

7 

8.9 

9.1 
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TAKEOFF 


CEO 
DISEASE 


No  matter  where  news  broke  in  1 991 . 
Whether  it  happened  close  to  home  or  halfway 
around  the  world.  The  best  place  to  read  about 
its  impact  on  a  wide  range  of  industries  was  in 
the  pages  of  Busi  ness  Week. 

With  more  than  200  editors  in  25  bureaus,  we 
gave  our  7.3  million  worldwide  readers  global 
coverage  of  all  the  events  that  impacted  their 
businesses-while  the  news  was  still  hot.  And 
we  did  it  with  the  depth  and  tough-mindedness 
that's  made  us  the  most  widely  read  business 
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Every  week  of  the  year. 
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21 

MARVEL  ENTERTAINMENT  CROUP 

899 

570 

NA 

115 

42 

16.5 

204 

100 

NA 

27.6 

38.4 

22 

MEDIA  GENERAL 

905 

564 

3 

586 

-5 

-62.1 

NM 

762 

-2 

NM 

-30.8 

21 

Service  industries 

INDUSTRY  COMPOSITE 

69015 

to 

56813 

11 

2511.7 

-11 

48992 

13 

10.2 

13.0 

21A  Construction  &  Engineering 

GROUP  COMPOSITE 

8361 

1 

17810 

4 

370.8 

72 

9304 

2 

12.0 

11.9 

FLUOR 

220 

3404 

-17 

6580 

-10 

152.1 

11 

2421 

-2 

14.5 

14.9 

EGSG 

493 

1423 

25 

2689 

9 

81.2 

10 

698 

3 

22,4 

20.9 

MCDERMOTI  INTERNATIONAL 

579 

1089 

-6 

3544 

20 

37.6 

NM 

3239 

-3 

8.1 

5.3 

FOSTER  WHEELER 

6\4 

1009 

-12 

1992 

20 

43  3 

13 

1635 

13 

NA 

8.4 

JACOBS  ENGINEERING  GROUP 

746 

752 

80 

1026 

10 

21.4 

35 

277 

3 

18.8 

18.8 

MORRISON  KNUDSEN 

804 

683 

1 

1980 

16 

35.1 

-4 

1034 

8 

8.0 

9.5 

21B  Industrial  Distribution 

GROUP  COMPOSITE 

11705 

3t 

10105 

9 

505.3 

0 

5240 

11 

13.3 

14.1 

GENUINE  PARTS 

205 

3737 

21 

3435 

3 

207.7 

1 

1452 

7 

18.4 

19.0 

W.W.  GRAINGER 

273 

2804 

32 

2077 

7 

127.7 

1 

1217 

5 

14.8 

14.8 

PREMIER  INDUSTRIAL 

416 

1723 

-4 

632 

-1 

73.1 

-5 

375 

12 

22.3 

22.7 

OFFICE  DEPOT 

476 

1482 

120 

1301 

44 

14.4 

25 

559 

57 

7.6 

7.3 

AVNET 

655 

922 

-1 1 

1694 

-4 

51  2 

-10 

1175 

0 

5.9 

6.3 

STAPLES 

918 

551 

131 

547 

83 

7.9 

117 

280 

38 

5.5 

5.8 

ANTHEM  ELECTRONICS 

977 

485 

45 

420 

3 

23.3 

0 

182 

25 

15.7 

15.6 

21C  Pollution  Control 

GROUP  COMPOSITE 

32949 

7 

13065 

18 

882.8 

-29 

19222 

18 

8.2 

12.1 

WASTE  MANAGEMENT 

25 

20916 

1 

7551 

25 

606.3 

-15 

11634 

17 

9.1 

14.7 

CHEMICAL  WASTE  MANAGEMENT 

189 

4169 

-17 

1358 

18 

100.8 

-43 

1849 

33 

83 

1 1.5 

BROWNING-FERRIS  INDUSTRIES 

213 

3547 

-15 

3183 

4 

44.6 

-82 

3693 

4 

3.5 

3.9 

CHAMBERS  DEVELOPMENT 

350 

2155 

61 

322 

25 

49.9 

45 

1 109 

42 

8-1 

8.9 

CALGON  CARBON 

679 

866 

-19 

308 

8 

38.1 

-4 

305 

21 

16.0 

17.4 

ROLLINS  ENVIRONMENTAL  SERVICES 

713 

805 

15 

223 

8 

25  9 

-7 

261 

10 

13  9 

14.1 

MID-AMERICAN  WASTE  SYSTEMS 

972 

491 

48 

120 

53 

17.1 

103 

371 

125 

6.5 

7.8 

21 D  Printing  &  Advertising 

CROUP  COMPOSITE 

6943 

15 

6828 

13 

356.5 

0 

7356 

7 

12.4 

14.0 

1 

R.R.  DONNELLEY  i  SONS 

199 

3913 

4 

3915 

12 

204.9 

-9 

3404 

2 

10.4 

11.8 

2 

INTERPUBLIC  GROUP 

366 

2054 

35 

1678 

23 

94.6 

18 

2336 

24 

16  6 

18.3 

3 

OMNICOM  GROUP 

625 

976 

34 

1236 

5 

57.1 

10 

1616 

0 

14.5 

17.8 

21 E  Other  Services 

GROUP  COMPOSITE 

9058 

5 

9004 

13 

396.2 

-23 

7871 

29 

10.2 

14.5 

SAFETY-KLEEN 

488 

1437 

-31 

695 

18 

51.6 

-7 

860 

31 

8.8 

11.5 

SERVICE  CORP.  INTERNATIONAL 

507 

1361 

19 

643 

14 

73.4 

15 

2123 

28 

8  3 

12.7 

CINTAS 

519 

1310 

50 

364 

14 

33.0 

12 

340 

10 

13.3 

15.7 

KELLY  SERVICES 

589 

1069 

-1 1 

1438 

-2 

38  6 

-46 

479 

8 

111 

1  1.1 

SOTHEBY'S  HOLDINGS 

741 

766 

1 

251 

-46 

22.3 

-83 

556 

-15 

NA 

9.8 

JWP 

770 

723 

-12 

3594 

27 

60.3 

2 

2281 

54 

10.8 

13.9 

ROLLINS 

788 

705 

25 

476 

9 

31.5 

15 

205 

15 

30.0 

30.0 

8 

JENNV  CRAIG 

813 

674 

NA 

444 

NA 

38.6 

NA 

117 

NA 

NA 

NM 

200  THE  1992  BUSINESSWEEK  1000 


WHAT'S  A  NEW  IDEA  WORTH? 


hat's  what  BP  employees'  best  new  ideas 


aved  or 


in  1991.  Our  annual  innovation  awards 


recognize  those  bright  ideas,  from  a  new  drilling  technique 
designed  to  get  more  oil  from  every  well  to  a  tool  that  simplifies 
metal  can  recycling.  Together,  those  ideas  prove  something 
we've  always  believed:  the  richest  companies  are  those  with  a 
wealth  of  ideas.  For  more  information,  write  BP,  Public  Affairs, 


200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


The  Energy  To  Change 


U.S.  COMPANIES  RANKED  BY  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

lOP 
1000 
tANK 

SMIl 

CHANGS 
FROM 
1991 

12 

MONTHS 
1991 
SMIl 

CHANGE 
FROM 
1990 

12 

MONTHS 
1991 
SMIl 

CHANGE 
FROM 
1990 

% 

12 

MONTHS 
1991 
SMIl. 

CHANGE 
FROM 
1990 

y. 

ON 
INVESTED 
CAPITAl 
% 

ON 
COMMON 
EQUITY 

% 

9 

HANDLEMAN 

956 

507 

30 

892 

24 

32.7 

39 

732 

45 

8.4 

13.2 

10 

INFORMATION  RESOURCES 

957 

507 

45 

208 

25 

14.2 

197 

179 

42 

12.3 

11.6 

22 

Telecommunications 

INDUSTRY  COMPOSITE 

238185 

0 

173240 

3 

10268.5 

-29 

330081 

4 

7.8 

9.6 

22A  EQUIPMENT  &  Services 

CROUP  COMPOSITE 

84423 

16 

66690 

5 

866.6 

-77 

93145 

8 

4.8 

3.3 

AMERICAN  TELEPHONE  S  TELEGRAPH 

7 

49426 

37 

44651 

2 

522.0 

-83 

53355 

10 

3.7 

3.2 

MCI  COMMUNICATIONS 

79 

8777 

26 

8433 

10 

551  0 

34 

8884 

8 

1 1.9 

18.7 

MtCAW  CELLULAR  COMMUNICATIONS 

131 

5739 

33 

1366 

32 

-351.1 

NM 

8717 

0 

NM 

-20.1 

SPRINT 

169 

4769 

-14 

8780 

5 

367.5 

19 

10500 

-1 

10.2 

14.8 

LIN  BROADCASTING 

^  3881 

16 

468 

24 

-170.2 

NM 

2799 

4 

-18.6 

NM 

CONTEL  CELLULAR 

385 

1949 

-12 

235 

41 

-1 18.9 

NM 

1814 

13 

NM 

NM 

METRO  MOBILE  CTS 

500 

1392 

53 

244 

1 

-101.7 

NM 

424 

8 

NM 

NM 

TELEPHONE  &  DATA  SYSTEMS 

522 

1294 

22 

354 

20 

21.1 

-22 

1368 

46 

3.2 

3.2 

U.S.  CELLULAR 

569 

1 117 

94 

99 

59 

-24.4 

NM 

617 

120 

NM 

-6.9 

CENTURY  TELEPHONE  ENTERPRISES 

577 

1096 

17 

281 

12 

37.4 

20 

765 

8 

NA 

12.2 

PACIFIC  TELECOM 

649 

938 

-21 

724 

6 

89.5 

-6 

1686 

-2 

12.3 

15.1 

COMMUNICATIONS  SATELLITE 

714 

795 

52 

523 

14 

71.4 

NM 

1393 

13 

8.0 

12.2 

VANGUARD  CELLULAR  SYSTEMS 

751 

742 

51 

69 

8 

-32.7 

NM 

256 

8 

NM 

-63.3 

ASSOCIATED  COMMUNICATIONS 

783 

709 

28 

43 

28 

-8.7 

NM 

67 

1 

NA 

-30.4 

PAGING  NETWORK 

836 

636 

NA 

166 

41 

-9.3 

NM 

178 

NA 

NM 

NM 

PICTURETEL 

884 

586 

580 

78 

111 

4.0 

NM 

145 

418 

3.3 

3.4 

OCTEL  COMMUNICATIONS 

894 

575 

79 

175 

24 

19.5 

18 

179 

21 

12.5 

12.5 

22B  Telephone  Companies 

GROUP  COMPOSITE 

153762 

-7 

106550 

2 

9401.9 

-11 

236936 

3 

9.2 

11.5 

1 

GTE 

13 

26778 

26 

19621 

2 

1529.0 

-6 

42437 

6 

NA 

14.0 

2 

BELLSOUTH 

20 

21962 

-12 

14446 

I 

1506.9 

-8 

30942 

2 

9,8 

11.5 

3 

SOUTHWESTERN  BELL 

30 

17449 

8 

9332 

2 

1 156.5 

5 

23179 

4 

11.2 

13.2 

4 

BELL  ATLANTIC 

33 

16731 

-12 

12280 

0 

1331  6 

1 

27882 

0 

NA 

14.2 

5 

AMERITECH 

36 

15798 

-8 

10818 

1 

1165.5 

-7 

22290 

3 

12.0 

14.4 

6 

PACIFIC  TELESIS  GROUP 

37 

15790 

-6 

9895 

2 

1015.0 

-1 

21838 

1 

10.6 

13.1 

7 

NYNEX 

42 

14671 

-4 

13229 

-3 

600.8 

-37 

27478 

3 

6.6 

6.3 

8 

US  WEST 

46 

13835 

-8 

10577 

6 

553.4 

-54 

27854 

3 

6.5 

5  8 

9 

CENTEL 

209 

3617 

28 

1 181 

3 

1 12.4 

139 

3492 

-1 

8.0 

9.6 

10 

ALLTEL 

244 

3085 

0 

1748 

1 1 

189.0 

-2 

2788 

6 

1 1.8 

17.5 

11 

SOUTHERN  NEW  ENGLAND  TELECOMMS. 

392 

1879 

-15 

1633 

1 

125.9 

-5 

3539 

3 

8.6 

10.8 

12 

CINCINNATI  BELL 

562 

1 132 

-22 

1088 

7 

42.7 

-53 

1743 

5 

7.2 

6.7 

13 

ROCHESTER  TELEPHONE 

600 

1035 

25 

703 

17 

73.3 

47 

1475 

25 

NA 

12.9 

23 

Transportation 

INDUSTRY  COMPOSITE 

65424 

33 

106427 

4 

-701.1 

NM 

131302 

5 

NM 

-2.3 

23A  Airlines 

GROUP  COMPOSITE 

15169 

25 

42619 

8 

-1057.2 

NM 

43101 

16 

NM 

-11.8 

1 

AMR 

153 

5157 

42 

12887 

10 

-239.9 

NM 

15795 

18 

NM 

-6.1 

2 

UAL 

211 

3555 

12 

11663 

6 

-331  9 

NM 

9327 

12 

NM 

-18.0 

3 

DELIA  AIR  LINES 

219 

3422 

7 

10020 

15 

-239.5 

NM 

9083 

24 

NM 

-14.1 
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SURGEON  GENERAL'S  WARNING:  Smoking 
By  Pregnant  Women  May  Result  in  Fetal 
Injury,  Premature  Birth,  And  Low  Birth  Weight. 
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U.S.  COJS^PANiES  Ranked  by  Industry 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

SMIl 

CHANGE 
FIOM 
1991 

12 

MONTHS 
1991 
SMIl 

CHANGE 
FIOM 
1990 

12 

MONTHS 
1991 
SMIL 

CHANGE 
fROM 
1990 

% 

12 

MONTHS 
1991 
SMIl 

CHANGE 
FIOM 
1990 

ON 
INVESTED 
CAPITAl 

ON 
COMMON 
EQUITY 

% 

4 

SOUTHWEST  AIRLINES 

441 

1615 

44 

1314 

11 

26.9 

-43 

1837 

25 

4.7 

4.3 

5 

USAIR  GROUP 

711 

808 

-21 

6514 

-1 

-305.3 

NM 

6683 

4 

NM 

-31,6 

6 

ATLANTIC  SOUTHEAST  AIRLINES 

856 

613 

82 

222 

19 

32.5 

28 

375 

17 

12  8 

22.8 

23B  Railroads 

CROUP  COMPOSITE 

34135 

41 

31447 

1 

-287.8 

NM 

57035 

1 

1.9 

-1.7 

UNION  PACIFIC 

72 

9430 

25 

7029 

1 

64.0 

-90 

13150 

3 

3.6 

1.6 

NORFOLK  SOUTHERN 

84 

8273 

19 

4451 

-4 

29  7 

-95 

10148 

-4 

0.9 

0,7 

CSX 

125 

5874 

64 

8636 

5 

-76.0 

NM 

12798 

0 

2.3 

-2.0 

CONSOLIDATED  RAIL 

225 

3351 

74 

3252 

-4 

-207.0 

NM 

7096 

-2 

NM 

-7.9 

BURLINGTON  NORTHERN 

229 

3332 

46 

4559 

-2 

-306.0 

NM 

6324 

4 

NM 

-25.5 

SANTA  FE  PACIFIC 

362 

2081 

53 

2360 

3 

96.4 

NM 

5221 

3 

9.2 

9.3 

ILLINOIS  CENTRAL 

612 

1010 

158 

550 

1 

65.4 

42 

1 184 

3 

15.1 

25.1 

8 

KANSAS  CITY  SOUTHERN  INDUSTRIES 

722 

785 

69 

610 

16 

45  7 

10 

1 114 

13 

9.6 

1 1.5 

23C  TRANSPORTATION  SERVICES 

GROUP  COMPOSITE 

S171 

31 

17447 

0 

206.6 

-49 

17646 

-3 

4.9 

4.2 

FEDERAL  EXPRESS 

261 

2931 

36 

7548 

0 

-30.9 

NM 

5806 

-6 

NM 

-1.8 

FLIGHTSAFETY  INTERNATIONAL 

411 

1753 

3 

268 

-2 

72.4 

-4 

691 

1 1 

15.0 

15.3 

RYDER  SYSTEM 

414 

1741 

24 

5061 

-2 

65.7 

-20 

5080 

-8 

5.8 

4.1 

TRINITY  INDUSTRIES 

832 

644 

22 

1206 

-7 

21.6 

-31 

951 

-1 

5.9 

6.3 

PHH 

888 

580 

19 

1997 

0 

47  7 

-5 

4358 

1 

NA 

1 1.8 

AIRBORNE  FREIGHT 

935 

523 

22 

1367 

16 

30.0 

-1 1 

761 

31 

6.9 

9.7 

23D  TRUCKING  &  Shipping 

CROUP  COMPOSITE 

7948 

18 

14914 

4 

437.2 

15 

13520 

3 

7.3 

8.7 

ROADWAY  SERVICES 

266 

2851 

60 

3177 

7 

127.3 

7 

1489 

1 1 

14.3 

14.3 

ALEXANDER  &  BALDWIN 

527 

1271 

3 

721 

7 

92  4 

-20 

1555 

13 

NA 

12.6 

YELLOW  FREIGHT  SYSTEM 

677 

874 

0 

2344 

2 

26.7 

-59 

1098 

-2 

5.8 

5.6 

J.B.  HUNT  TRANSPORT  SERVICES 

794 

694 

44 

733 

26 

29.5 

-2 

520 

15 

9,4 

14.2 

CONSOLIDATED  FREICHTWAYS 

830 

649 

12 

4082 

-3 

-40.4 

NM 

2285 

-5 

NM 

-9.7 

OVERSEAS  SHIPHOLDING  GROUP 

868 

603 

-4 

419 

5 

55.1 

-1 

1539 

1 

72 

7.4 

GATX 

924 

536 

-18 

989 

14 

82.7 

0 

3500 

6 

9.2 

11.7 

8 

AMERICAN  PRESIDENT 

994 

470 

18 

2449 

8 

64.0 

NM 

1535 

-2 

NM 

12.6 

24 

UTILITIES  &  POWER 

INDUSTRY  COMPOSITE 

243075 

6 

227749 

4 

1  7271.4 

-3 

567009 

3 

7.5 

9.0 

24A  ELECTRIC,  WATER  &  COGENERATION 

GROUP  COMPOSITE 

219349 

9 

177979 

5 

16957.7 

2 

497493 

3 

7.9 

10.0 

PACIFIC  CAS  i  ELECTRIC 

50 

12423 

20 

9778 

3 

1026.4 

4 

22901 

4 

NA 

12.4 

SOUTHERN 

69 

9627 

13 

8050 

0 

984  5 

37 

22888 

0 

9.1 

12.6 

SCECORP 

76 

8963 

10 

7503 

4 

744.8 

-10 

181 19 

4 

9  5 

12  4 

TEXAS  UTILITIES 

88 

8007 

13 

4893 

8 

-288.4 

NM 

18793 

1 

NM 

-6.5 

COMMONWEALTH  EDISON 

91 

7523 

-9 

6276 

18 

94.9 

-26 

20084 

-2 

1.6 

0.3 

DUKE  POWER 

107 

6474 

19 

3817 

3 

583  6 

8 

10471 

4 

9  8 

13,0 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

119 

6036 

6 

5093 

6 

573.3 

0 

14820 

6 

8.7 

1 1.4 

8 

CONSOLIDATED  EDISON  CO.  OF  N.Y. 

132 

5736 

6 

5873 

2 

566.9 

-1 

1  1207 

7 

86 

1 1.4 

9 

AMERICAN  ELECTRIC  POWER 

136 

5674 

7 

5047 

-3 

551.5 

0 

14125 

2 

9.0 

1 1  8 

10 

FPL  GROUP 

139 

5656 

21 

5249 

3 

417.4 

22 

1 1282 

4 

9.1 

1  1.2 
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Foreign  Exchange. 


World-class 
corporations  choose 
the  Cast  Blue  Box  System 
to  maintain  trade  links 
abroad. 


DflBT 


The  Blue  Box  System  of  Container  Shipping 


U.S.  COMPANIES  RANKED  BY  INDUSTRY 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

lOP 
1000 
RANK 

SMIL 

CHANGE 
f«OM 

% 

12 

MONTHS 
SMIL 

CHANGE 
FROM 
1990 

12 

MONTHS 
SMIl 

CHANGE 
FROM 
1990 

12 

MONTHS 
SMIL 

CHANGE 
FROM 
1990 

ON 
INVESTED 

ON 
COMMON 

% 

11 

PACIFKOftP 

141 

5576 

4 

4007 

4 

507.2 

7 

13229 

7 

NA 

14.1 

12 

DOMINION  RESOURCES 

144 

5480 

19 

3786 

7 

511.6 

2 

1 1201 

2 

9,1 

12.0 

13 

HOUSTON  INDUSTRIES 

148 

5296 

18 

4444 

6 

463.6 

20 

12051 

1 

8.7 

1  1.8 

14 

PHILADEIPHU  ELECTRIC 

150 

5253 

28 

3976 

7 

534  7 

405 

12544 

0 

8  8 

12  1 

15 

ENTERCr 

157 

5001 

11 

4051 

2 

544.8 

1 

14612 

-1 

8.8 

1 1.4 

16 

CENTRAL  i  SOUTH  WEST 

166 

4801 

22 

3047 

1  1 

401  0 

4 

9388 

3 

10.3 

13.2 

17 

DETROIT  EDISON 

179 

4556 

1 1 

3592 

0 

568.0 

10 

10464 

-1 

1 1.6 

19.2 

18 

CAROLINA  POWER  S  LIGHT 

190 

4169 

12 

2686 

3 

377.0 

34 

7523 

0 

10  2 

14.7 

19 

PENNSYLVANIA  POWER  S  LIGHT 

208 

3668 

13 

2560 

6 

348.4 

1 

7935 

3 

NA 

13.3 

20 

UNION  ELECTRIC 

227 

3345 

13 

2097 

4 

321  5 

9 

5733 

1 

10.1 

14.3 

21 

OHIO  EDISON 

265 

2861 

6 

2359 

5 

272.5 

-7 

7812 

0 

7.7 

10.1 

22 

GENERAL  PUBLIC  UTILITIES 

275 

2798 

9 

3372 

9 

311.8 

-1 

7470 

8 

9  2 

1 1.8 

23 

WHEELABRATOR  TECHNOLOGIES 

278 

2777 

32 

1 173 

2 

126.0 

166 

2664 

17 

8.9 

15.9 

24 

NORTHEAST  UTILITIES 

280 

2758 

23 

2754 

5 

279.3 

9 

6782 

3 

7.7 

12.6 

25 

POTOMAC  ELECTRIC  POWER 

290 

2653 

21 

1552 

10 

210.2 

23 

5854 

12 

70 

11.5 

26 

BALTIMORE  GAS  S  ELECTRIC 

295 

2608 

13 

2460 

12 

233.7 

33 

7079 

6 

7.7 

8.9 

27 

LONG  ISLAND  LIGHTING 

296 

2575 

5 

2549 

4 

305  5 

-4 

9543 

8 

8.1 

1 1.2 

28 

CENTERIOR  ENEROV 

302 

2540 

-2 

2560 

5 

297  9 

-9 

12042 

1 

70 

8.3 

29 

NORTHERN  STATES  POWER 

305 

2517 

20 

2201 

7 

207.1 

7 

4787 

1 

8.9 

12.0 

30 

WISCONSIN  ENERGY 

313 

2475 

15 

1539 

7 

195.2 

1 

3496 

4 

9  7 

13,1 

31 

NIAGARA  MOHAWK  POWER 

320 

2433 

25 

3383 

7 

243.4 

194 

8241 

6 

7.5 

9.6 

32 

SAN  DIEGO  GAS  S  ELECTRIC 

325 

2408 

0 

1789 

1 

208.1 

0 

3748 

2 

NA 

14.5 

33 

ALLEGHENY  POWER  SYSTEM 

333 

2339 

15 

2282 

-1 

212.6 

1 

4855 

6 

NA 

1 1.6 

34 

FLORIDA  PROGRESS 

335 

2336 

14 

2075 

3 

191.3 

-3 

5025 

0 

9.7 

11.0 

35 

TECO  ENERGY 

353 

2134 

16 

1 154 

5 

148.9 

4 

2834 

13 

10.7 

16.3 

36 

CINCINNATI  CAS  S  ELECTRIC 

361 

2082 

30 

1518 

6 

207.0 

-12 

4584 

10 

9.5 

1 1.5 

37 

CITIZENS  UTILITIES 

369 

2027 

56 

525 

8 

111.0 

5 

1610 

29 

1 1.9 

16.2 

38 

NEW  ENGLAND  ELECTRIC  SYSTEM 

387 

1925 

16 

2094 

10 

190.4 

-30 

4450 

1 

8.6 

12.6 

39 

NEW  YORK  STATE  ELECTRIC  S,  GAS 

404 

1799 

13 

1556 

4 

168.6 

7 

4925 

4 

7.9 

10.6 

40 

CMS  ENERGY 

409 

1766 

-32 

2941 

-1 

-250.0 

NM 

7154 

-16 

NA 

-21,8 

41 

ILLINOIS  POWER 

417 

1715 

24 

1475 

0 

109.2 

NM 

5272 

-1 

NM 

5.3 

42 

DPL 

422 

1682 

23 

1006 

5 

129.0 

-21 

2973 

2 

9.1 

11.1 

43 

SCANA 

440 

1616 

10 

1 148 

0 

142.6 

-24 

3306 

5 

NA 

13.6 

44 

OKLAHOMA  GAS  &  ELECTRIC 

452 

1551 

-1 

1315 

7 

133.9 

-4 

2566 

2 

10,1 

14.5 

45 

NIPSCO  INDUSTRIES 

458 

1533 

16 

1535 

1 

145.1 

5 

3648 

1 

9.6 

12.9 

46 

PINNACLE  WEST  CAPITAL 

470 

1501 

49 

1475 

-7 

-306.9 

NM 

6483 

-8 

NM 

-25.7 

47 

DOE 

473 

1492 

13 

1 199 

6 

144.4 

6 

3909 

1 

NA 

12.0 

48 

PUBLIC  SERVICE  CO.  OF  COLORADO 

478 

1478 

20 

1795 

4 

149.7 

2 

3473 

7 

10.7 

13.3 

49 

AES 

494 

1420 

NA 

334 

75 

42.6 

175 

1440 

28 

NA 

33.3 

50 

PUGET  SOUND  POWER  &  LIGHT 

51 1 

1347 

1 1 

957 

2 

132  8 

0 

2485 

3 

9  1 

13,0 

51 

GULF  STATES  UTILITIES 

513 

1340 

8 

1702 

1 

122.4 

NM 

691 1 

1 

6.2 

3.0 

52 

KANSAS  CITY  POWER  S  LIGHT 

524 

1288 

16 

825 

1 

103.9 

1 

2615 

1 

86 

1 1,4 

53 

SOUTHWESTERN  PUBLIC  SERVICE 

529 

1268 

13 

726 

-3 

109.7 

-2 

1660 

0 

10.8 

15.2 

54 

MONTANA  POWER 

531 

1266 

21 

498 

1 1 

105  7 

1 1 

2077 

5 

9.4 

12  3 

55 

DESTEC  ENERGY 

532 

1261 

-16 

437 

6 

81.5 

16 

624 

NA 

18.4 

18.0 

56 

IPALCO  ENTERPRISES 

546 

1  197 

19 

648 

4 

105,2 

3 

1817 

0 

10  2 

13.3 

57 

OEIMARVA  POWER  i  LIGHT 

584 

1080 

21 

845 

4 

80.5 

1 16 

2264 

7 

7.7 

10.3 

58 

ATLANTIC  ENERGY 

604 

1024 

26 

778 

9 

102,0 

28 

2151 

7 

8.9 

1 1.3 

59 

KANSAS  GAS  &  ELECTRIC 

605 

1023 

28 

595 

1 

53.6 

-16 

2357 

0 

7  7 

8.3 

60 

MIDWEST  RESOURCES 

615 

994 

2 

1025 

1  I 

73  8 

9 

2384 

3 

NA 

10  9 

61 

UTILICORP  UNITED 

628 

973 

58 

1075 

20 

73.5 

25 

2402 

30 

8.8 

12.6 

62 

LG&E  ENERGY 

629 

968 

15 

715 

2 

92  4 

12 

2054 

3 

8.6 

12.3 
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Cellulor  •  Two-woy  •  Fbging  •  Satellite  Commu^otlons  •  COMMUNI' 


Semiconductors  •  Integrafed  Circuits  •  Memories  •  COMPONENTS*  Embedded  Conrrollers  •  Microprocessors  ■ 

rue  ^^KIC  QTA  kJPNA  D  ^  symbol  represents  Six  Sigma™  quality  It's 

I  n lL       in t.  3  lr\IN L^r\lAL^  a  stotlsticol  term  defining  o  path  to  perfection.  And 

RECOGNIZED  WORLDWIDE,  employees  throughout  the  world. 

We  hove  set  our  sights  extremely  high,  engaging  in  o  quest  for  perfection  that  will  never  end. 
ot  even  when  we  reach  Six  Sigma  quolity  Because  we  believe  we  con  always  uncover  new  ways 
)  improve  our  products.  Making  them  better.  Producing  them  foster  Lowering  the  cost  to  the 
jstomer  That's  the  essence  of  renewal.  It's  o  commitment  to  constantly  reevoluote  and  sharpen 
ur  business  processes.  A  commitment  that  ollows  us  to  anticipate  solutions  to  product  ond  service 
eeds.  Which  can  only  moKe  our  customers  happier. 

And  thot,  of  course,  means  the  world  to  Motorola. 

For  more  informotion  obout  the  principles  that  guide  us,  coll  V^y  MGTC^t^GL,A 

x  o  copy  of  'The  New  Truths  of  Quality"  ot  1  -800-352-8062.  — 


,  MororolQ,  and  *?)  ore  trademarks  of  Motorola,  Inc.  ©  1992  Motorolo,  Inc. 


Quality  Means  The  World  To  Us' 


U.S.  COMPANIES  Ranked  BY  Industry 


COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 

CHANGE 
FROM 

% 

12 

MONTHS 
SMIt 

CHANGE 
F80M 

% 

12 

MONTHS 
SMIL 

CHANGE 
FROM 

% 

12 

MONTHS 
SMIL 

CHANGE 
FROM 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

63 

BOSTON  EDISON 

637 

957 

23 

1320 

5 

94.7 

19 

3120 

4 

9.5 

10.2 

64 

KANSAS  POWER  &  LIGHT 

645 

942 

20 

1 162 

1 

72,3 

-9 

2120 

5 

8.6 

10.5 

65 

KU  ENERGY  " 

658 

91 7 

19 

588 

6 

83.6 

4 

1426 

0 

10.7 

14.2 

66 

MINNESOTA  POWER 

663 

903 

5 

484 

1 

75.5 

1 

1547 

I 

107 

15.1 

67 

CIPSCO 

664 

900 

16 

722 

3 

77.5 

9 

1754 

2 

8.8 

11.8 

68 

PSI  RESOURCES 

671 

888 

-7 

1 122 

I 

29.2 

-77 

2054 

0 

4.9 

2.7 

69 

IDAHO  POWER 

673 

879 

-5 

483 

4 

57.9 

-16 

1774 

6 

7.7 

9,1 

70 

HAWAIIAN  ELECTRIC  INDUSTRIES 

685 

859 

19 

1084 

7 

61.7 

22 

3905 

6 

6.7 

9.6 

71 

OGDEN  PROJECTS 

698 

832 

2 

364 

-1 

52.6 

46 

2020 

8 

6.9 

20.9 

72 

WPL  HOLDINGS 

704 

822 

20 

649 

5 

68.7 

9 

1376 

9 

10.5 

14.2 

73 

WASHINGTON  WATER  POWER 

725 

784 

13 

567 

2 

70.6 

-2 

1522 

8 

8.1 

11.5 

74 

PORTLAND  GENERAL 

753 

742 

-1 1 

890 

4 

-7.8 

NM 

2726 

6 

2.4 

-2.8 

75 

PUBLIC  SERVICE  CO.  OF  NEW  HAMPSHIRE 

757 

740 

440 

746 

13 

-73.7 

NM 

2610 

6 

NM 

-1 1.7 

76 

ROCHESTER  GAS  S  ELECTRIC 

765 

730 

19 

853 

3 

58.0 

-3 

1954 

5 

7.6 

8  6 

AMERICAN  WATER  WORKS 

785 

708 

24 

633 

1 1 

76.4 

28 

2241 

7 

9.2 

12.4 

lES  INDUSTRIES 

814 

671 

64 

662 

6 

46.8 

-43 

1449 

3 

7.6 

9  6 

IOWA-ILLINOIS  GAS  S  ELECTRIC 

822 

665 

20 

513 

0 

54.4 

-2 

1544 

8 

6  9 

11.3 

SO 

NEVADA  POWER 

852 

617 

0 

539 

12 

35.2 

41 

1314 

5 

NA 

6,9 

SI 

CENTRAL  MAINE  POWER 

866 

;  604 

27 

867 

11 

59.1 

21 

1567 

8 

9.3 

11.1 

S2 

WISCONSIN  PUBLIC  SERVICE 

870 

601 

6 

624 

6 

54.2 

1  1 

1074 

6 

9.3 

14.0 

S3 

SIERRA  PACIFIC  RESOURCES 

902 

565 

10 

469 

0 

46.3 

-4 

1369 

4 

7.8 

9.8 

84 

MAGMA  POWER 

941 

516 

-24 

95 

1  1 

33  9 

13 

357 

10 

13.4 

15.6 

85 

CENTRAL  LOUISIANA  ELECTRIC 

950 

512 

20 

337 

1 

44.9 

6 

973 

6 

9.1 

13.0 

86 

SOUTHERN  INDIANA  GAS  &  ELECTRIC 

978 

485 

26 

323 

0 

38  5 

2 

747 

1 

10.0 

144 

87 

UNITED  ILLUMINATING 

982 

477 

3 

673 

5 

48.2 

-1 1 

2263 

-3 

7.3 

11.0 

88 

PUBLIC  SERVICE  CO.  OF  NEW  MEXICO 

993 

470 

22 

857 

-3 

245 

5441 

2349 

2 

4.2 

2.0 

89 

CILCORP 

995 

470 

15 

590 

9 

44.9 

10 

1 148 

-1 

8.6 

11.8 

24B  Gas,  Oil  &  Transmission 

GROUP  COMPOSITE 

23727 

-14 

49770 

1 

313.6 

-74 

69515 

3 

4.7 

1.1 

ENRON 

217 

3429 

24 

13520 

3 

241.8 

20 

9838 

0 

NA 

12.8 

CONSOLIDATED  NATURAL  GAS 

250 

2993 

-20 

2607 

-4 

168.6 

3 

4642 

1 

8.8 

9.2 

PANHANDLE  EASTERN 

447 

1582 

19 

2454 

-18 

85.1 

NM 

6177 

-4 

7.0 

6.5 

WILLIAMS 

464 

1509 

16 

2105 

16 

1 10.0 

43 

4123 

2 

NA 

9,5 

PACIFIC  ENTERPRISES 

510 

1351 

-54 

6599 

-5 

-80.0 

NM 

6701 

-8 

1.9 

-6,2 

SONAT 

517 

1315 

-32 

1421 

5 

77,9 

-15 

3174 

4 

7,2 

6,7 

NICOR 

555 

1 156 

1 

1516 

-1 

108.6 

-4 

2095 

4 

NA 

15.4 

ARKLA 

568 

1121 

-35 

2778 

15 

18  0 

-82 

5010 

35 

4.8 

0  9 

COLUMBIA  GAS  SYSTEM 

639 

954 

-54 

2577 

9 

-794,8 

NM 

5850 

1 

NM 

-95.5 

PEOPLES  ENERGY 

665 

899 

21 

1  118 

3 

72  1 

24 

1642 

1 

9.6 

12.3 

BROOKLYN  UNION  GAS 

707 

817 

14 

1005 

5 

65.5 

1 1 

1828 

16 

6.8 

9.7 

NATIONAL  FUEL  GAS 

724 

785 

1 1 

875 

1 

54.8 

12 

1680 

9 

9.5 

9.8 

ENSERCH 

733 

774 

-39 

2835 

1 

19.1 

-77 

3166 

0 

5.3 

07 

EQUITABLE  RESOURCES 

735 

772 

1 

680 

3 

64,2 

9 

1375 

17 

10,5 

1 1,7 

QUESTAR 

756 

741 

3 

632 

18 

64,0 

1 1 

1220 

6 

10.6 

13.3 

ATLANTA  GAS  LIGHT 

760 

735 

5 

969 

1 

46,7 

-3 

1481 

4 

9  7 

9  9 

WASHINGTON  GAS  LIGHT 

819 

666 

16 

705 

3 

47,2 

1 1 

1  119 

6 

9.0 

10.7 

MCN 

883 

587 

17 

1276 

6 

36,0 

6 

1517 

1 

8  8 

1 1,6 

EASTERN  ENTERPRISES 

923 

541 

-20 

993 

5 

29,4 

-54 

1 199 

5 

5.6 

5,7 

TRANSCO  ENERGY 

925 

533 

-49 

2739 

-1  1 

-158  4 

NM 

4682 

10 

NM 

-36.1 

MDU  RESOURCES  GROUP 

997 

468 

19 

367 

10 

38.0 

36 

996 

0 

8.8 

12.5 
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FREE  INFORMATION 
FOR  READERS  OF 

Busines^eek 


Want  more  information  about  advertisers  in  this  issue? 
If  so... 

1  •  Review  the  list  of  advertisers  below. 

2*  Circle  the  corresponding  number  on  the  postage-paid 

reader  service  card,  complete  the  necessary  information 

and  drop  in  the  mail. 
3.  Or,  call  toll-free  Monday— Friday  SAM— 5PM  MST: 
1-800-345-3550 

When  prompted,  use  keypad  to  enter  this  control  number  8299600^ 


ANNUAL  REPORTS 

1.  BP 

FINANCIAL  PRODUCTS 
AND  SERVICES 

2.  CIGNA  Corporation 

3.  Delta  Dental  Plans 

4.  Frankhn  Fund 

5.  The  Janus  Fund 

6.  UNUM  Life  Insurance 

7.  Van  Kampen  Merritt 

PRODUCTS/SERVICES 

8.  A.T.  Cross  Company 

9.  Beech  Aircraft  Corp. 

10.  Bose  Corporation 

11.  Buick  Motor  Division 

12.  Canon  Plain  Paper 
Faxes 

13.  CAST 

14.  CompuAdd 

15.  Dialog  Information 
Services 

16.  Florsheim  Shoe  Co. 


17.  Ford  Corporate 

18.  GE  Lighting 

19.  Hewlett-Packard 
Workstation 

20.  Intel  Corporation 

21.  Iowa  Department  of 
Economic  Development 

22.  Lexus 

23.  Mita  Copystar  America 

24.  Motorola  Cellular 
Telephones 

25.  Muenchner  Messe-  und 
Ausstellungsgesellschaft 

26.  Pitney  Bowes  Mailing 
Systems 

27.  RPS  (Roadway  Package 
System) 

28.  ROLM  Company 

29.  SAS 

30.  Sharp 

31.  Siemens  Corporation 

32.  Tandy/Radio  Shack 

33.  The  Timken  Company 

34.  Yellow  Freight  System, 
Inc. 


The  business  week  idoO 


Alphabetical  List  of  Companies 

The  number  to  the  left  of  the  company's  name  identifies  its  rank  in  market  value  among  The  Business  Week  1000,  That  list  begins  on  page  1 18.  The 
numbers  immediately  to  the  right  identify  the  company's  rank  in  sales,  profits,  and  assets,  respectively,  among  all  Business  Week  1000  companies. 
The  number  in  the  far  right  column  identifies  the  company's  industry  code  for  reference  to  the  special  industries  section  beginning  on  page  164. 


lANK  COMPANY 


OTHEIi  UNKINGS 
SAIES  PSOFITS    ASSETS  NO 


RANK  COMPANY 


OTHEP  BANKINGS 
SALES  PPOFITS  ASSETS  NO 


RANK  COMPANY 


OIHEIi  RANKINGS 
SALES  PROFITS   ASSHS  NO 


a 


14  ABBOTI  LABORATORIES      t34  29 

One  Abbon  Poik  Rd,  Abbott  Pork,  IL  60064/708-937-6100 

773  ACUSON  873  52t 

1220  Chorleston  Rd,  Mountom  View,  CA  94039/415-969-9112 

572  ADOBE  SYSTEMS  918  556 

1585  Chorleston  Rd,  Mountoin  View, «  94043/415-9614400 
487  ADVANCED  MICRO  DEVICES  551  260 

901  Thompson  Plote,  Sunnyvole,  U  94088/408  732  2400 

967  ADVANTA  935  764 

300  Welsh  Rd,  Horshom,  PA  19044/215-6574000 

494  AES  875  624 

1001  North  19th  51,  Arlington,  VA  22209/703  522^)073 

165  AETNA  LIFE  S  CASUALTY      29  88 

151  Forminglon  Ave,  Hoitiord,  0  06156/203-273-0123 

759  AFFILIATED  PUBLICATIONS  851  931 

135  Worrissey  Blvd,  Boston,  MA  02107/617  929  2000 

328  AFLAC  270  253 

1932  Wynnton  Rd,  Columbus,  GA  31999/404^323^3431 

370  AHMANSON  (H.F.)  204  166 

4900  Rivergrove  Rd,  irwindole,  CA  91706/818-960  6311 

162  AIR  PRODUCTS  S  CHEMS.    298  162  320  4 

7201  Homilton  Bl»d,  Allentown,  P*  18195/2154814911 


252  12 

900  12 

943  18 

624  9 

549  17 

599  24 

15  17 

830  20 

173  17 

31  17 


935  AIRBORNE  FREIGHT  522  720  748  23 

3101  Western  Ave,  5eotlle,  WA  98121/206-2854600 

969  ALBANY  INTERNATIONAL     779  853  771  15 

1373  Broodwoy,  Albony,  NY  12204/518445^2200 

807  ALBERTO-CULVER  633  707  809  6 

2525  Armiloge  Ave,  Melrose  Pork,  IL  60160/708450  3000 

133  ALBERTSON'S  110  159  475  10 

250  Porkcenler  Blvd,  Boise,  ID  83726/208-385-6200 
430  ALCO  STANDARD  194  384  517  5 

PO  Bo<  834,  Volley  Forge,  PA  19482/215-296-8000 

122  ALCOA  91  502   151  16 

1501  Alcoo  BIdg,  Pittsburgh,  P*  15219/412-5534545 

686  ALEXANDER  S  ALEXANDER  520  893  416  17 

1211  Ave  ol  the  Americos,  New  York,  NY  10036/212-840-8500 

527  ALEXANDER  S  BALDWIN     706  380  568  23 

822  Bishop  51,  Honolulu.  HI  96813/808-525-6611 

730  ALLEGHANY  514  793  316  17 

55  [ost  52nd  51,  New  York,  NY  10055/212  752  1356 

575  ALLEGHENY  LUDLUM         616  633  746  16 

1000  Si»  PPG  Ploce,  Pittsburgh,  PA  15222/412-394-2800 

333  ALLEGHENY  POWER  373  186  305  24 

12  fosi  49th  51,  New  York,  NY  10017/212  752  2121 

432  ALLERGAN  671  924  727  12 

2525  Dupont  Or,  Irvine,  CA  92713/714  7524500 

873  ALLIANCE  PHARM.  1000  902  983  12 

3040  5cien(e  Pork  Rd,  5on  Diego,  CA  92121/619  5584300 


102  ALLIED-SIGNAL  65  972  167 

101  Columbio  Rd,  Morrislown,  NJ  07962/201455^2000 


244  ALLTEL 


434  212  414  22 


One  Allied  Dr,  little  Ro(k,  AR  72202/501-661-8000 

952  ALTERA  972  824  984  9 

2610  Orthord  Pkwy,  5on  Jose,  CA  95134/408-984-2800 

240  ALZA  958  927  803  12 

950  Poge  Mill  Rd,  Polo  Alto,  CA  94304/41 5494  5000 


403  AMAX 


244  717  276  16 


200  Pork  Ave,  New  York,  NY  10166/212-8564200 


780  AMAX  GOLD 


961  797  950  16 


350  Indiono  Si,  Golden,  CO  80401/303-273-0600 

544  AMBAC  941  318  600  17 

One  Stole  Si  Plojo,  New  York,  NY  10004/212-668-0340 

386  AMDAHL  441  866  456  18 

1250  fosI  Argues  Ave,  Sunnyvole,  CA  94088/408-746-6000 

232  AMERADA  HESS  150  401  207  11 

1185  Ave  of  the  Ameriros,  New  York,  NY  10036/212-997-8500 

77  AMERICAN  BRANDS  44    43  120  6 

1700  tost  Pulnom  Ave,  Old  Greenwiih,  0  06870/203-698-5000 

124  AMERICAN  CVANAMID        187  1  19  287  4 

One  Cyonomid  Plozo,  Woyne,  NJ  07470/201  831-2000 

136  AMERICAN  ELECTRIC  186    73  116  24 

One  Riverside  Plozo,  Columbus,  OH  43215/614-223-1000 


60  AMERICAN  EXPRESS 


19    44      5  17 


Americon  tjpress  Tower,  World  FinI  Or,  New  York,  NY  10285/212-640-2000 
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ALPHABETICAL  LIST  OF  COMPANIES 


The  minil'fr  tu  the  left  of  the  eompany's  name  identifies  its  rank  in  market  value  among  The  Business  Week  1000. 
For  explanation  of  other  rankings,  see  page  164. 


RANK  COMfANY 


OIHEIi  RANKINGS 
SAIES  PROFITS  ASSETS  NO 


OTHER  RANKINGS  |^[, 
SAIES  PROFITS  ASSETS  HO. 


OTHER  RANKINGS 
SAIES  PROfllS  ASSETS  NO 


177  AMERICAN  GENERAL  217    92    4S  17 

2929  Allen  Pkwy,  Houslon,  IX  77019/?13-522  1111 

479  AMERICAN  GREETINGS       494  378  591  14 

10500  AmeiKon  Rd,  Clevelnnd,  OH  441'14/216  252-7300 

953  AMERICAN  HEALTH  980  689  786  12 

11150  Sonio  Monito  Blvd,  los  Angeles,  «  90025/310-477-9399 

17  AMERICAN  HOME  PRODS.    127    17  270  12 

685  Thiid  Ave,  New  York,  NV 10017/212-878-5000 

29  AMERICAN  INTL.  GROUP      37    II     20  17 

70  Pme  Si,  New  York,  NY  10270/212-7707000 

799  AMERICAN  MEDICAL  355  870  387  12 

8201  Preslor.  Rd,  Delias,  K  75225/214-360-6300 

592  AMERICAN  NATIONAL        564  293  295  17 

One  Moody  Plozo,  Colvcslon,  IX  77550/409  7634661 

786  AMERICAN  POWER  975  833  999  9 

132  Faiigrounds  Rd,  Wcsl  Kingston,  Rl  02892/401-789  5735 

994  AMERICAN  PRESIDENT        356  494  573  23 

nil  Broodwny,  Ooklond, «  94607/510-272  8000 

319  AMERICAN  STORES  23  170  224  10 

709  Ensi  Soulh  lemple.  Soli  Loke  City,  UI 84102/801  539-0112 

113  AMERICAN  TV  553  236  498  20 

300  First  Stomlord  Plote,  Slomlord,  0  06902/203^328-0600 

785  AMERICAN  WATER  WORKS  745  435  469  24 

1025  louiel  Ook  Rd,  Voothees,  NJ  08043/609  346-8200 

36  AMERITECH  78    23    82  22 

30  South  Wotkei  Oi,  Chicogo,  IL  60606/312  750-5000 

505  AMERITRUST  587  945  1  70  3 

900  Euclid  Ave,  Clevelond,  OH  44115/216-737  5000 

754  AMETEK  708  653  797  9 

Slolion  Squoie,  Pooli,  PA  19301/215  647  2121 

87  AMGEN  720  358  717  12 

Amgen  Center,  Thousond  Ooks,  CA  91320/805499-5725 

21  AMOCO  20    22     59  11 

200  Eosi  Rondolph  Or,  Chiiogo,  II 60601/312-856-6111 

106  AMP  290  158  391  9 

470  Friendship  Rd,  Horrisburg,  PA  17111/717  564-0101 

153  AMR  54  969  104  23 

4333  Amon  Carter  Blvd,  Fori  Worth,  TX  76155/817963-1234 

919  AMSCO  INTERNATIONAL      845  738  906  12 

One  Mellon  Bank  Center,  Pittsburgh,  PA  15219/412-338-6500 

635  AMSOUTH  BANCORP.         638  422  186  3 

1900  Fifth  Ave,  North  Birminghom,  At  35288/205  326  5120 

588  ANADARKO  PETROLEUM      871  702  554   1  1 

16855  Northrhase  Or,  Houston,  Tt  77060/713-875-1101 

39  ANHEUSER-BUSCH  76    35  176  6 

One  Busch  Plore,  Si  Louis,  MO  63118/314-577-2000 

977  ANTHEM  ELECTRONICS        841  778  957  21 

1160  Riddei  Pork  Or,  Son  Jose,  CA  95131/408453 1200 

282  AON  305  168  156  17 

123  North  Worker  Di,  Chicogo  IL  60606/312  701 3000 

872  APACHE  865  684  647  11 

1700  1  ntoln  St,  Denver,  CO  80203/303-837  5000 


90  APPLE  COMPUTER  148  129  352  18 

20525  Morioni  Ave,  Cupertino,  CA  95014/408  99W010 

734  APPLIED  MATERIALS         731  737  772  15 

3050  Bowers  Ave,  Santa  Clara,  CA  95054/408-727-5555 

78  ARCHER  DANIELS  MIDLAND  105    89  226  10 

4666  Fories  Pk*y,  Oetolur,  IL  62526/217424-5200 

12  ARCO  CHEMICAL  309  214  356  4 

3801  West  Chester  Pike,  Newtown  Square,  PA  19073/215-359-2000 

78  ARGONAUT  GROUP  798  400  518  17 

1800  Ave  ol  the  Stars,  Los  Angeles,  CA  90067/213-553-0561 


68  ARKLA 


317  821  298  24 


525  Milom  St,  Shreveport,  U  71101/318429-2700 

28  ARMCO  473  980  491 

300  Interpore  Pkwy,  Parsippony,  NJ  07054/201 316-5200 

48  ARMSTRONG  WORLD         358  51  1  479 

313  West  Liberty  St,  Lantoster,  PA  17603/717  397  0611 


39  ARTISOFT 


95  ASHLAND  OIL 


847  AST  RESEARCH 


16 


990  854  995  18 


691  East  River  Rd,  Tucson,  A2  85704/602  293  6363 

70  ARVIN  INDUSTRIES  453  791  664  2 

One  NoblitI  Plozo,  Columbus,  IN  47201/812-379-3000 

81  ASARCO  423  587  396  16 

180  Maiden  Lone,  New  York,  NY  10038/212  51^2000 


99  215  282    1  1 


1000  Ashland  Or,  Russell,  KY  41 169/606-329-3333 

83  ASSOCIATED  COMMUNS.      993  889  996  22 

200  Coleway  Towers,  Pittsburgh,  PA  15222/412-281 1907 


678  469  823  18 


16215  Alton  Pkwy,  Irvine,  CA  92713/7R7274141 

7  ATST  9    80    25  22 

550  Modison  Ave,  New  York,  NY  10022/212-605-5500 

760  ATLANTA  GAS  LIGHT  627  582  586  24 

235  Peochtree  Si  N!,  Allonto,  CA  30303/404-5844  000 

604  ATLANTIC  ENERGY  690  345  477  24 

1199  Block  Horse  Pike,  Pleosontville,  NJ  08232/609  6454100 

34  ATLANTIC  RICHFIELD  35    48     73    1  1 

515  South  Flower  St,  Los  Angeles,  CA  90071/213486  3511 

856  ATLANTIC  SOUTHEAST  AIR  925  701  885  23 

1688  PhoenK  Pkwy,  College  Poik,  GA  30349/404^9964562 

793  AUTODESK  891  527  904  18 

2320  Moiinship  Woy,  Sousolilo,  C*  94965/415-332  2344 

118  AUTOMATIC  DATA  427  171   557  18 

One  AOP  Blvd,  Roselnnd,  NJ  07068/201 994-5000 

304  AUTOZONE  652  566  868  8 

3030  Poplar  Ave,  Memphis,  IN  38111/901  3254600 


429  AVERV  DENNISON  344  501  542 

150  North  Orange  Grove  Blvd,  Posodeno,  CA  91103/818  304-2000 


15 


655  AVNET  444  557  656  21 

80  Cutter  Mill  Rd,  Great  Neck,  NY  11021/516466  7000 

226  AVON  PRODUCTS  249  187  544  6 

Nine  West  57th  St,  New  York,  NY  10019/212-546-6015 


b 


287  BAKER  HUGHES  322  233  399 

3900  fsse>  Lnne,  Houston,  IX  77027/711439-6600 

627  BALL  378  479  565 

345  South  High  St,  Muncie,  IN  47305/317  747-6100 

864  BALLARD  MEDICAL  994  852 1000 

12050  South  Lone  Peak  Pkwy,  Draper,  UI  84020/801-572-6800 

295  BALTIMORE  GSE  353  174  223  24 

39  West  Lexington,  Boltimore,  MD  21201/301  234-5000 

81  BANC  ONE  224  78 

100  East  Brood  St,  Columbus,  OH  43271/614-248  5800 


64  BAXTER  INTERNATIONAL     103    62  190 

One  Bonier  Pkwy,  Deerfield,  11  60015/701948-2000 


861 


BBST  FINANCIAL  759  515  253 

223  West  Nosh  St,  Wilson,  NC  27893/919  3994111 


379  BEAR  STEARNS  347  175 

245  Poik  Ave,  New  York,  NY  10167/212-272-2000 


3 


497  BANCORP  HAWAII  610  321   148  3 

130  Merchoni  St,  Honolulu,  HI  96813/808-537-8111 

428  BANDAG  767  424  856  2 

Bnndog  Center,  Muscatine,  lA  52761/319-262-1400 

499  BANK  OF  BOSTON  210  915    54  3 

100  Federal  St,  Boston,  MA  02110/617434-2200 

284  BANK  OF  NEW  YORK         221  306    41  3 

48  Woll  Si,  New  York,  NY  10286/212495-1784 

71  BANXAMERICA  61    27      8  3 

555  Colilornio  St,  Son  Froncisco,  CA  94104/415-622  3456 

163  BANKERS  TRUST  135    52    22  3 

280  Pork  Ave,  New  York,  NY  10017/212  250-2500 

772  BANPONCE  634  491  201  3 

209  Ponce  de  Leon  Ave,  Son  Joon,  PR  00918/809  765^9800 

496  BARD  (C.R.)  647  529  780  12 

730  Cenlrol  Ave,  Murroy  Hill,  NJ  07974/201  277-8000 

339  BARNETT  BANKS  271  301    S3  3 

50  North  Laura  St,  Jocksonville,  FL  32202/904-791  7720 

843  BATTLE  MOUNTAIN  GOLD    947  881  820  16 

333  Cloy  St,  Houston,  IX  77002/713  650-6400 

258  BAUSCH  S  LOMB  489  397  606  12 

One  Lincoln  Firsl  Sq,  Rochester,  NY  14604/716  3316000 


2 

3 

23  17 


851  BECKMAN  INSTRUMENTS     660  650  761  9 

2500  Harbor  Blvd,  Fullerton,  CA  92634/714-8714848 

299  BECTON,  DICKINSON  386  219  402  12 

One  Becton  Dr,  Fronkin  Lakes,  NJ  07417/201-847  6800 

33  BELL  ATLANTIC  60    18    64  22 

1717  Arch  St,  Philodelphio,  PA  19103/21^9616000 

20  BELLSOUTH  41    13    58  22 

1155  Peochtree  St  NE,  Atlanta,  GA  30367/404-249-2000 

821  BELO  (A.H.)  836  845  752  20 

400  South  Record  St,  Dollos,  IX  75202/214-977^600 
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NO  : 
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OTHER  RANKINGS 

INO  : 
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RANK 
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NO. 

60 

BEMIS                         578  549 

222  Soulh  Ninlh  Si,  Minneapolis,  MN  55402/612  326-3000 

760 

7  j 

515 

BRUNSWICK                   396  904 

One  BrunswKk  Plaio,  Skokie,  IL  60077/7084704700 

525 

14  i 

866 

CENTRAL  MAINE  POWER     656  519 

Edison  Dr,  Auguslo,  ME  04336/207  623-3521 

567 

24 

34 

BENEFICIAL                   428  252 

400  Bellevue  Pkwy,  Wilmington,  DE  19809/302798^800 

175 

17  1 

980 

BUFFETS                      938  850 

10260  Viking  Dr,  Eden  Proirie,  MN  55344/612-942  9760 

993 

14  i 

893 

CENTRAL  NEWSPAPERS       840  760  875 

135  North  Pennsylvania  St,  Indionopolis,  IN  46204/317  231  9201 

20 

00 

BERGEN  BRUNSWIG           189  534 

4000  Ueltopolilnn  Dr.  Oronge,  U  92668/714-385-4000 

582 

12  i 

229 

BURLINGTON  NORTHERN     209  977 

777  Main  St,  Fort  Worth,  IX  76102/817-8782000 

249 

23  i 

748 

CENTURY  COMMUNS.         887  943 

50  Locust  Ave,  New  Conoon,  0  06840/203-972  2000 

617 

20 

78 

BERKLEV  (W.R.)              785  583 

165  Moson  Si,  Gieenwidi,  a  06836/203-629  2880 

576 

17  \ 

170 

BURLINGTON  RESOURCES    433  205 

999  Third  Ave,  Seattle,  WA  98104/206467  3838 

251 

11  1 

577 

CENTURY  TELEPHONE         896  661 

1900  North  18th  St,  Monroe,  LA  71201/318  38B-9590 

745 

22 

62 

BERKSHIRE  HATHAWAY      295  91 

1440  Kiewil  Ploio,  Omoho,  HE  68131/402  346 1400 

128 

17  i 

849 

BWIP  HOLDING               837  710 

200  Oteangote  Blvd.  Long  Beach,  CA  90802/213435-3700 

903 

15  i 

350 

CHAMBERS  DEVELOPMENT   880  559 

10700  Fronkslown  Rd.  Pittsburgh.  PA  15235/412  242  6237 

668 

21 

73 

BETHLEHEM  STEEL            220  991 

701  Eosi  Third  Si,  Belhlehem,  PA  18016/215-694^2424 

334 

16  : 

» 

317 

CHAMPION  INTERNATIONAL  195  635 

One  Chompion  Ploio.  Slomlord.  0  06921/203-3587000 

204 

19 

39 

BETZ  LABORATORIES         725  439 

4636  Somerton  Rd,  Irevose,  PA  19053/215-355-3300 

834 

4 

L 

456 

CHARMING  SHOPPES         611  522 

450  Winks  Lone.  Bensolem.  PA  19020/215-245-9100 

777 

8 

28 

BEVERLV  ENTERPRISES       371  733 

1200  Soulh  Woldron  M,  Eon  Smilh,  AR  72903/501452  6712 

555 

12 

443 

CABLETRON  SYSTEMS        905  553 

35  Industrial  Woy,  Rochester,  NH  03B67/60J332  9400 

946 

18 

246 

CHASE  MANHATTAN            64    81  12 

One  Chose  Monholton  Plozo,  New  York.  NV  10081/212  552  2222 

3 

49 

BHC  COMMUNICATIONS       906  334 

600  Modison  Ave,  New  York,  NY  10022/212-421-0200 

503 

20 

817 

CABLEVISION  SYSTEMS       756  967 

One  Media  Crossways,  Woodbury,  NY  11797/516-3648450 

580 

20 

135 

CHEMICAL  BANKING            43  240 

HI  rork  Ave,  Nev^  York,  NY  lUI/z/zl/  JIU-olol 

7 

3 

89 

BIOGEN                        986  859 

14  Combridge  Cenlei,  Cambridge,  M  02142/617-252-9200 

968 

12 

764 

CABOT                         503  621 

75  Stole  St,  Boston,  MA  02109/617  345-0100 

566 

4 

189 

CHEMICAL  WASTE             525  348 

3003  Butterfield  Rd,  Ook  Brook,  IL  60521/708-218-1500 

526 

21 

t6 

BIOMET                      910  598 

Airpon  Industrial  Park,  Warsaw,  IN  46580/219-267-6639 

935 

12 

654 

CADENCE  DESIGN  SYSTEMS  853  903 

555  River  Ooks  Pkwy,  Son  Jose,  CA  95134/408  943-1234 

894 

18 

948 

CHESAPEAKE                  670  834 

1021  Eost  Cory  Si,  BKhmond,  VA  23219/804-69M0O0 

704 

19 

59 

BLACK  S  DECKER             199  548 

701  EosI  Joppa  Rd,  Tov.sn  MO  21204/301-583-3900 

277 

15 

678 

CAESARS  WORLD             629  432 

1801  Century  Park  East,  Los  Angeles,  CA  90067/213-552-2711 

707 

14 

22 

CHEVRON                       11  21 

225  Bush  St,  Son  Froncisco,  CA  94104/415-894-7700 

47 

11 

10 

BLOCK  (HSR)                 530  245 

4410  Moin  St,  Konsos  City,  MO  64111/81(h75M900 

768 

17 

679 

CALGON  CARBON             884  651 

500  Colgon  Corbon  Dr,  Robinson  Twp,  PA  15205/412-/87-6700 

912 

21 

420 

CHIQUITA  BRANDS  INTL.     200  286 

250  tost  fifth  St,  Cincinnati,  OH  45202/513-784-8000 

400 

10 

to 

BLOCK  DRUG                  782  533 

257  Coinelison  Ave,  Jersey  Cily,  MJ  07302/20M34-3000 

792 

6 

869 

CALMAT                       859  815 

3200  San  Fernondo  Rd,  Los  Angeles,  C^i  90065/213-258-2777 

813 

13 

634 

CHIRON                        985  847 

4560  Horlofi  St,  Emervville,  CA  94608/415-655-8730 

861 

12 

46 

BLOCKBUSTER  ENT.          653  373  735 

901  Eost  Los  Olos  Blvd,  Fort  Eoudetdole,  Ft  33301/305-524-8200 

14 

74 

CAMPBELL  SOUP              157  100 

Compbell  Ploce,  Camden,  NJ  08103/609  3424800 

322 

10 

810 

CHRIS-CRAFT  INDUSTRIES  892  523 

600  Modison  Ave,  New  York,  NY  10022/212-421-0200 

501 

20 

48 

BMC  SOFTWARE              943  615 

One  Sugor  Creek  Center,  Sugar  Land,  IK  77478/713  240J800 

947 

18 

92 

CAPITAL  CITIES/ABC         177  114 

77  West  661b  St,  New  York,  NV 10023/212456  7777 

221 

20 

173 

CHRYSLER                       16  987 

12000  Chrysler  Dr,  Highlond  Pork,  Ml  48288/313^956  5741 

37 

2 

38 

BOATMEN'S  6ANCSHARES    475  247 

800  Market  Si,  St,  Louis,  MO  63101/314466^600 

95 

3 

289 

CAPITAL  HOLDING            331  163 

680  Fourth  Ave,  Louisville,  KY  40202/502  560-2000 

88 

17 

137 

CHUBB                         206  72 

15  Mountain  View  Rd,  Warren,  NJ  07059/908-580^2000 

119 

17 

06 

BOB  EVANS  FARMS           786  655 

3776  Soulh  High  Si,  Columbus,  OH  43207/614491-2225 

908 

14 

917 

CARDINAL  DISTRIBUTION    496  784 

655  Metro  Ploce  South,  Dublin,  OH  43017/614761-8700 

785 

12 

898 

CHURCH  i.  DWIOHT           813  753 

469  North  Hotiison  St,  Princeton,  NJ  08543/609-683-5900 

941 

6 

35 

BOEING                         17    10  100 

7755  EosI  Marginal  Way  South.  Seattle,  WA  98108/206-655-2121 

1 

176 

CARNIVAL  CRUISE  LINES     515  161 

3655  NW  87lb  Ave,  Miomi,  FL  33178/305-599  2600 

401 

14 

195 

CIGNA                           31  98 

One  Liberty  Place,  Philodelphio,  PA  19192/215  761-1000 

21 

17 

8t 

BOISE  CASCADE               236  940 

nil  West  JeHerson  Si,  Boise,  ID  83702/208-3846161 

310 

19 

190 

CAROLINA  POWER  S  LIGHT  329  1  13 

Foyelleville  St  Moll,  Roleigh,  NC  27602/919-546-6111 

216 

24 

995 

CIICORP                       760  605 

300  Homilton  Si.  Peorio.  IL  61602/309-672  5271 

660 

24 

71 

BORDEN                       126  146 

277  Pork  A»e,  New  York,  NY  10172/212-5734000 

279 

10 

446 

CARTER-WALLACE            726  594 

1345  Ave  ol  the  Americas,  New  York,  NY  10105/212-339-5000 

805 

12 

562 

CINCINNATI  BELL             593  622 

201  EosI  Fourth  St.  Cincinnoli.  OH  45201/513-397-9900 

540 

22 

10 

BORLAND  INTERNATIONAL  832  937 

ISOO  Green  Hills  Rd,  Srolis  Volley,  CA  95067/408438-8400 

877 

18 

889 

CATELLUS  DEVELOPMENT    957  864 

201  Mission  St,  Son  Francisco,  CA  94105/415-9744500 

657 

13 

388 

CINCINNATI  FINANCIAL       579  258 

6200  Soulh  Gilmore  Rd.  Foirfield,  OH  45014/513^70-2000 

374 

17 

37 

BOSTON  EDISON              531  370 

800  Boylston  St,  Boston,  MA  02199/6174242000 

388 

24 

158 

CATERPILLAR                   85  983 

100  NE  Adorns  St,  Peorio,  IL  61629/309-675-1000 

138 

15 

361 

CINCINNATI  GSE              490  194 

139  EosI  Fourth  St,  Cincinnoli,  OH  45202/513-381-2000 

315 

24 

51 

BOWATER                     541  593 

One  Porklonds  Or,  Darien,  Q  06820/203-656-7200 

415 

19 

534 

CBI  INDUSTRIES              467  509 

800  Jorie  Blvd,  Ook  Brook,  It  60522/708  5727000 

588 

11 

519 

CINTAS                        862  695 

6800  Cinlos  Blvd,  Moson,  OH  45040/513459 1200 

897 

21 

46 

BP  PRUDHOE  BAY            976  382 

101  Bartloy  St,  New  York,  NY  10015/212-815-5093 

837 

11 

344 

CBS                            294  947 

51  West  52nd  St,  New  York,  NY  10019/212  97M321 

410 

20 

664 

CIPSCO                        705  433 

607  tost  Adams  St,  Springlield,  IL  62739/217  523  3600 

537 

24 

58 

BRIGGS  &  STRATTON         626  611 

12301  West  Winb  St,  Wouwotosa,  Wl  53222/414259-5333 

779 

15 

209 

CENTEL                        568  322 

8725  Higgins  Rd,  Chicago,  IL  60631/312  399  2500 

368 

22 

i  462 

CIRCUIT  CITY  STORES        335  510 

9950  Moylond  Dr,  Richmond,  VA  23233/8045274000 

646 

6 

91 

BRINKER  INTERNATIONAL    820  714 

6820  16J  Freewoy,  Dollus,  IK  75240/214980-9917 

920 

14 

;  302 

CENTERIOR  ENERGY          342  144 

6200  Oak  Tree  Blvd,  Independence,  OH  44131/216447  3100 

137 

24 

\  315 

CIRCUS  CIRCUS               682  342  737 

2880  Los  Vegos  Blvd  Soulh,  Los  Vegas,  NV  89109/702  7340410 

14 

9 

BRISTOL-MYERS  SQUIBB      74  5 

345  Park  Ave,  New  York,  HY 10154/212-5464000 

187 

12 

i  717 

CENTEX                        389  730 

3333  Lee  Pkwy,  Oallos,  IX  75219/214559-6500 

505 

13 

i  343 

CISCO  SYSTEMS               911  520 

1525  O'Brien  Dr,  Menio  Pork,  CA  94025/415^326-1941 

955 

18 

06 

BROAD                        681  580 

11601  Wilshire  Blvd,  Los  Angeles,  CA  90025/213  312  5000 

141 

17 

i  530 

CENTOCOR                     991  964 

200  Greot  Volley  Pkwy,  Malvern,  PA  19355/21 5*51-6000 

898 

12 

i  t42 

CITICORP                       15  995 

399  Potk  Ave,  New  York,  NY  10043/212  559 1000 

1 

3 

07 

BROOKLYN  UNION  GAS       617  485 

One  Melrotech  Center,  Srooklyn,  NY  11201/718403^2000 

530 

24 

i  166 

CENTRAL  &  SOUTH  WEST    293  106 

1616  Woodoll  Rodgers  Fwy,  Dollos,  TX  75202/2147541000 

188 

24 

i  369 

CITIZENS  UTILITIES           791  325 

High  Ridge  Park,  Slomlocd,  0  06905/203-329  8800 

564 

24 

165 

BROWN-FORMAN             560  267 

850  Dixie  Hwy,  Louisville,  KY  40210/502-585-1100 

635 

6 

i  820 

CENTRAL  BANCSHARES       773  518 

701  South  20lh  St,  Birmingham,  At  35233/205-933-3000 

260 

3 

j  858 

CLAYTON  HOMES              868  693  831 

Alcoo  Hwy  at  New  Topside  Rd,  Knoxville,  IN  37901/615-970-7200 

13 

!13 

BROWNING-FERRIS           281  607 

757  North  Eldridge,  Houston,  IX  77079/713-870-8100 

354 

21 

i  716 

CENTRAL  FIDELITY  BANKS   741  513 

1021  East  Cory  St,  Richmond,  VA  232I9/8047B24000 

231 

3 

i  301 

CLOROX                       450  503 

1221  Broodwoy,  Ooklond,  CA  94612/415-2717000 

584 

6 

S14 

BRUNO'S                      333  498 

800  Lokeshore  Pkwy,  Birmingham,  AL  35211/205-940-9400 

726 

10 

:  950 

CENTRAL  LA.  ELECTRIC      872  606 

2030  Donohue  Ferry  Rd,  Pineville,  LA  71360/31B4847400 

694 

24 

:  850 

CML  GROUP                   846  724 

524  Moin  St,  Acton,  MA  01720/508-2644155 

953 

8 
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NO 

RANK 
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NO 

409 

CMS  ENERGV                   301  970 

330  Town  Cento  Dr,  Dcorbom,  Ml  48126/313^136-9200 

218 

24 

806 

CONSOLIDATED  STORES      697  808 

1105  North  Morket  Sl,  Wilmington,  DE  19899/3024784896 

895 

8 

860 

CYPRESS  SEMICONDUCTOR  888  686 

3901  North  First  St,  Son  Jose,  CA  95134/408-943-2600 

884 

9 

t59 

(NA  FINANCIAL                 75  57 

CNA  ?\m,  thi(ogo,  IL  60685/312  822  SOOO 

46 

17 

385 

CONTEl  CELLULAR            915  953 

245  Perimeter  Center  Pkwy,  Allonio,  GA  30346/404-804-3400 

532 

22 

687 

CYPRUS  MINERALS            451  620 

9100  East  Mineral  Circle,  Englewood,  CO  80112/30^^43-5000 

511 

16 

330 

COASTAL                        96  364 

Nine  Cieenwoy  Ploia,  Houslon,  n  ;7046/713-8/71400 

192 

11 

709 

CONTINENTAL  BANK           370  935 

231  Sooth  loSolle  Sl,  Chicogo,  IL  60697/312-828  2345 

74 

3 

6 

COCA-COLA                      69  8 

One  Co(o-Colo  f\am  NW,  Allonio,  GA  30313/404-676-2121 

169 

6 

480 

CONTINENTAL  CORP.          174  298 

180  Moiden  Lone,  New  York,  NY  10038/212440-3000 

117 

17 

I 

408 

COCA-COLA  ENTERPRISES    228  944 

One  Coco-Colo  Plozo  NW,  Allonio,  GA  30313/40^676  2100 

238 

6 

747 

CONTINENTAL  MEDICAL      810  783 

600  Wilson  lone,  Mechonicsburg,  PA  17055/717-790-8300 

881 

12 

475 

DANA                          205  838 

-1500  Dorr  St,  Toledo,  OH  43615/419  5354500 

331 

2 

1t2 

COLGATE-PALMOLIVE         161  299 

300  Pork  Ave,  New  York,  NY  10022/212  310-2000 

326 

6 

951 

CONTROL  DATA               487  888 

8100  34lh  Ave  South,  Mmneopolis,  MN  55440/612-853-8100 

643 

18 

837 

DANAHER                      674  839 

1250  24lh  Sl  NW,  Woshinglon,  DC  20037/202  82^0850 

756 

15 

639 

COLUMBIA  GAS  SYSTEM      338  993 

20  Monlihonin  Rd,  Wilmington,  DE 19807/302-429-5000 

267 

24 

109 

COOPER  INDUSTRIES         154  109 

1001  Fonnin,  Suite  4000,  Houslon,  11  77002/713  739-5400 

219 

9 

988 

DAUPHIN  DEPOSIT            877  592 

213  Morkel  Sl,  Horrisburg,  PA  17101/717  255  2121 

358 

3 

368 

COMCAST                      712  960 

1234  Morkel  Si,  Philadelphio,  PA  19107/215-665-1700 

424 

20 

355 

COOPER  TIRE  S  RUBBER    618  425 

limo  S  Western  Avenues,  Findloy,  Oh  45840/419423-1321 

774 

2 

172 

DAYTON  HUDSON              36  141 

777  Nicollet  Mall,  Minneapolis,  MN  55402/612  370-6948 

177 

8 

827 

COMDISCO                     383  417 

6111  North  River  Rd,  RosemonI,  11  60018/708-698-3000 

291 

18 

776 

COORS  (ADOLPH)             422  774 

311  Tenth  St,  Golden,  CO  80401/303  279  6565 

515 

6 

609 

DEAN  FOODS                   388  456 

3600  North  River  Rd,  Franklin  Pork,  1160131/708-678-1680 

711 

10 

401 

COMERICA                     516  241 

211  West  Fort  Si,  OeKoil,  Ml  48275/313  222  3300 

115 

3 

323 

CORESTATES  FINANCIAL      350  369 

8iood  8  Chestnut  Sis,  Philodeiphio,  PA  19107/215  973  3100 

80 

3 

198 

DEERE                         128  871 

John  Deere  Rd,  Moline,  11  61265/309-765-8000 

145 

15 

792 

COMMERCE  BANCSHARES     758  516 

1000  Wolnul  Si,  Konsos  City,  MO  64199/816-234-2000 

233 

3 

111 

CORNING                      274  1  34 

Houghton  Pork,  Corning,  NY  14831/607-974  9000 

348 

15 

684 

DELL  COMPUTER               692  610 

9505  Arboretum  8lvd,  Austin,  IX  78759/512-3384400 

839 

18 

705 

COMMERCE  CLEARING        716  711 

2700  loke  Cook  Rd,  Riveraoods,  11  60015/708-9404600 

789 

20 

187 

COSTCO  WHOLESALE          172  385 

10809  120th  Ave  NE,  Kicklond,  WA  98033/20fr828J100 

618 

8 

584 

DEIMARVA  POWER           667  420 

800  King  St,  Wilmington,  DE  19899/302429-3011 

463 

24 

91 

COMMONWEALTH  EDISON     151  366 

72  WesI  Adorns  Sl,  Chicogo,  IL  60603/312  2944321 

87 

24 

630 

COUNTRYWIDE  CREDIT       898  602 

155  North  Lake  Ave,  Posodeno,  CA  91109/818  304  8400 

510 

17 

219 

DELTA  AIR  LINES              87  968  196 

Hortslield  Internotionol  Aitport,  Atlanio,  GA  30320/404-715  2600 

23 

714 

COMMUNICATIONS  SATELLITE  794  464 

950  lEnlonl  Plozo  SW,  Woslimglon,  DC  20024/202  863  6000 

605 

22 

114 

CPC  INTERNATIONAL         153  104 

Inlernolionol  Plozo,  Englewood  CliHs,  NJ  07632/201  8944000 

317 

10 

945 

DELTA  WOODSIDE            728  680 

233  North  Mom  Sl  Greenville,  SC  29601/803  232-8301 

844 

15 

839 

COMMUNITV  PSYCHIATRIC   852  596 

24502  Potilii  Pork  Dr,  logunn  Hills,  01  92656/714-831-1166 

806 

12 

564 

CRACKER  BARREL             867  744 

Hortmonn  Dr,  lebonon,  IN  37088/615444-5533 

925 

14 

222 

DELUXE                        502  218 

1080  WesI  County  Rood  F,  Shoreview,  MN  55126/612483-7111 

671 

18 

306 

COMPAQ  COMPUTER          273  283 

20555  Stole  Hwy  249,  Houston,  TX  77070/713-370  0670 

418 

18 

813 

CRAIG  (JENNY)               830  645 

445  Morine  View  Ave,  Del  Mor,  CA  92014/619  259  7000 

981 

21 

532 

DESTEC  ENERGV              833  414 

2500  City  West  Blvd,  Houston,  IK  77042/713-7354000 

791 

24 

286 

COMPUTER  ASSOCIATES      506  225 

711  Stewort  Ave,  Corden  Cily,  NV  11530/516  227  3300 

458 

18 

702 

CRANE                          537  601 

757  Third  Ave,  New  York,  NY  10017/212415-7300 

776 

15 

179 

DETROIT  EDISON              250  68 

2000  Second  Ave,  Detroit,  Ml  48226/313-237-8000 

166 

24 

549 

COMPUTER  SCIENCES         416  484 

2100  tost  Grond  Ave,  El  Segundo,  CA  90245/213-615-0311 

614 

18 

644 

CRAWFORD                    788  660 

5620  Glenridge  Dr  NE,  Allonio,  GA  30342/404-256-0830 

916 

17 

921 

DEXTER                        631  884 

One  Elm  Sl,  Windsor  locks,  0  06096/203-627  9051 

740 

4 

110 

CONAGRA                        24  124 

One  ConAgro  l)r,  Omoho,  NE  68102/402  9784000 

159 

10 

594 

CRAY  RESEARCH               659  320 

655  A  lone  Ook  Dr,  logon,  MN  55121/612452-6650 

674 

18 

920 

DIAGNOSTEK                   899  848  945 

4500  Alexonder  Blvd  NE,  Albuquerque,  NM  87107/505  345-8080 

8 

556 

CONNER  ^PERIPHERALS       472  379 

3081  Zonker  Rd,  Son  Jose,  CA  95134/4084564500 

616 

18 

718 

CRESTAR  FINANCIAL         557  688 

919  Eosi  Mom  St,  Richmond,  VA  23219/804-782  5000 

142 

3 

376 

DIAL                           253  304 

1850  North  Central  Ave,  Phoenix,  AZ  85077/602-2074000 

281 

5 

631 

CONSECO                      517  307 

11825  North  Pennsyivomo  Sl,  Cornel,  IN  46032/317  573  6100 

146 

17 

586 

CRITICAL  CARE  AMERICA     917  840 

50  Woshinglon  St,  Weslborough,  MA  01581/508  836  3610 

938 

12 

841 

DIAMOND  SHAMROCK         339  663 

9830  Colonnode  Blvd,  San  Anionio,  IX  78230/512  641  6800 

636 

11 

132 

CONSOLIDATED  EDISON       163  69 

Four  Irving  Ploce,  New  York,  NV  10003/2124604600 

153 

24 

647 

CROMPTON  S  KNOWLES      827  674 

One  Stolion  Ploce,  Stomlord,  0  06902/203  353  5400 

909 

4 

998 

DIBRELL  BROTHERS           601  769 

512  Bridge  Sl,  Donville,  VA  24543/804-792-7511 

794 

6 

830 

CONS.  FREIGHTWAYS         225  918 

3240  HillviewAve,  Polo  Alto,  CA  94304/415494-2900 

459 

23 

293 

CROWN  CORK  S  SEAL        241  289 

9300  Ashlon  Rd,  Philodeiphio,  PA  19136/215-698  5100 

398 

7 

736 

DIEBOLD                        803  675 

818  Mulberry  Rd  SE,  Conlon,  OH  44707/2164894000 

814 

18 

250 

CONS.  NATURAL  GAS         336  228 

625  liberty  Ave,  Piltsborgh,  PA  1522:7412  227 1000 

313 

24 

125 

CSX                            111  938 

901  Eost  Cory  St,  Richmond,  VA  23219/804-782 1400 

127 

23 

94 

DIGITAL  EQUIPMENT           42  994 

146  Moin  Sl  Moynord,  MA  01754/508493-5111 

139 

18 

415 

CONSOLIDATED  PAPERS      650  386 

231  First  Ave  North,  Wisconsin  Ropids,  Wl  54495/715422  3111 

604 

19 

490 

cue  INTERNATIONAL          795  742 

707  Summer  Sl  Stomlord,  0  06901/20J324-9261 

922 

18 

174 

DILLARD  DEPT.  STORES      230  196 

900  West  Capitol  Ave,  Little  Rock,  AR  72203/501  376  5200 

366 

8 

225 

CONSOLIDATED  RAIL         276  965 

1836  Six  Penn  Center,  Philodeiphio,  PA  19103/215-9774000 

222 

23 

640 

CUMMINS  ENGINE             259  928 

500  Jockson  Sl,  Columbus,  IN  4/202/812-377-5000 

506 

2 

26 

DISNEY  (WALT)                142  51 

500  South  Buena  Vista  St,  Bucbonk,  CA  91521/816-56H000 

168 

14 
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171  DOLE  FOOD  277  280  433  10 

31355  Ook  Cresi  Di,  Weil  loke  Villoge,  « 9I361/B18-879  6600 

'47  DOLLAR  GENERAL  709  820  9tS  8 

104  Woodmoni  Blvd,  Noihville,  IN  37205/615-3864000 

12  DOMINION  BANKSHARES     605  80S  181  3 

213  Soolh  JeKenon  Si,  lioonoke,  VA  24011/703  5637000 

44  DOMINION  RESOURCES       243    83  154  24 

901  Eosi  Byid  Si,  Rithmond,  VA  23219/804775  5700 

99  DONNELLEY  (R.R.)  S  SONS  237  199  376  21 

2223  Soulh  Martin  lulher  Kinj  Ir  Dr.  Chicogo,  II 60616/312  326iOOO 


32  DOVER 


384  288  613  15 


280  Poik  Ave,  New  Vork,  NY  10017/212  922 1640 

40  DOW  CHEMICAL  30    34    70  4 

2030  Willord  H  Dow  Center,  Midlond,  Ml  48674/517  636  1000 

'35  DOW  JONES  436  460  440  20 

200  Uberty  St,  Ne«  York,  NY  10281/212-416  2000 

122  DPL  615  284  393  24 

1065  Woodmon  Dr,  Doytiin,  OH  45432/513224-6000 

173  DQE  563  263  345  24 

301  Groni  St,  Pitlshutgh,  PA  15279/412  393-6000 

:79  DRESSER  INDUSTRIES        202  274  382   1  1 

1600  Potilk  A«e,  Oalios,  IX  75201/214740-6000 


177  DREYFUS 


894  475  725  17 


200  Pork  Ave,  New  York  NY  10166/212-922  6000 

12  DUPONT  12    16    44  4 

1007  Motkel  Si,  Wilminglon,  DE 19898/302774-1000 

107  DUKE  POWER  240    64  165  24 

422  Soulh  Churth  Si,  Chorlotle,  NC  28242/704-3734011 

65  DUN  S  BRADSTREET  198    84  308  20 

299  Pork  Ave,  New  York,  NY  10171/212  593-6800 

!41  DURACELL  INTL.  474  319  460  15 

Berkshire  Indostriol  Pork,  Bethel,  Q  06801/203-7964000 

)08  DUTY  FREE  INTL.  939  775  949  8 

19  Coloonoh  St,  Ridgelield,  0  06877/203431-6057 


e 


)74  E-SYSTEMS  408  328 

6250  LBJ  Freewoy,  Dollos,  IX  75240/214-661-1000 

m  EASTERN  ENTERPRISES       621  731 

Nine  Riverside  Rd,  Weslon,  MA  02193/617  647  2300 

45  EASTMAN  KODAK  28  827 

343  Stole  SI,  Rochester,  NY  14650/716  7244000 

321  EATON  265  504 

nil  Superior  Ave  NE,  Cleveland,  OH  44114/216  523  SOOO 

S43  ECHLIN  448  612 

100  Double  Booth  Rd  Bronlotd,  0  06405/203481  5751 

598  ECOLAB  636  537 

370  Wobosho,  Si.  Pool,  MN  55102/612  293^2233 

715  EDISON  BROTHERS  STORES  521  508 

501  North  Broadway,  Si.  Eouis,  MO  63102/314  331  6000 

567  EDWARDS  (A.O.)  664  383 

One  North  Jetler^on,  Si.  loois.  MO  63103/3R289  3000 

493  EGSG  328  415 

45  Williom  SI,  Wellesley,  MA  02181/617  237-5100 

52  EMERSON  ELECTRIC  125  56 

8000  Wesi  FlorissonI  Ave,  St  louis,  MO  63136/314-5532000 

425  ENGELHARD  359  395 

101  Wood  Ave,  Iselin,  NJ  08830/908-205-6000 

683  ENQUIRER/STAR  GROUP     900  868 

600  Souiheasl  Coast  Ave,  Lonlono,  FL  33462/407  5861111 

217  ENRON  49  169 

1400  Smith  St,  Houston,  IX  77002/713-853  6161 

503  ENRON  OIL  S  GAS  855  541 

1400  Smith  St,  Houston,  IX  77002/713  853  6161 


681  9 

648  24 

69  14 

389  2 

640  2 

639  6 

722  8 

602  17 

766  21 

242  9 

628  4 

742  20 

178  24 

593  1  1 


MKT  OTHEII  8ANKINGS  i^g^ 

HANK    COMPANY  SALES  PPOFITS  ASSETS  NO 

733  ENSERCH  310  811  384  24 

300  South  St,  Poul  SI,  Oollos,  TX  75201/214-651  8700 

157  ENTERGY  227    75  113  24 

225  Boronne  St,  New  Orleons,  W  70112/504  529  5262 

502  EOUIFAX  592  545  763  17 

1600  Peorhlree  St  NW,  Atlonlo,  GA  30309/404-885-8000 

735  EQUITABLE  RESOURCES      721  492  608  24 

420  Blvd  ol  the  Allies,  Pittsburgh,  PA  15219/412  261 3000 

259  ETHYL  340  195  212  4 

330  Soulh  Eourth  St,  Rirhmond,  VA  23219/804  788-5000 

769  EXABYTE  916  703  972  18 

1685  38lh  SI,  Boulder,  CO  80301/3034424333 

1  EXXON  2      1     17  11 

225  East  Corpenter  fwy,  Irving,  IX  75062/214444-1000 


/ 


603  FAMILY  DOLLAR  STORES     606  609  858  8 

10401  Old  Monroe  Rd,  Molthews,  NC  28105/704-847-6961 

261  FEDERAL  EXPRESS  121  912  269  23 

2005  Corporole  Ave,  Memphis,  IN  38132/901  369  3600 

97  FEDERAL  HOME  LOAN        222    70    32  17 

8200  Jones  Branch  Dr,  MtLeon,  VA  22102/703-903  2000 

32  FEDERAL  NATL.  MORTGAGE  48    15      6  17 

3900  Wisronsin  Ave,  lAlnshinglon,  OC  20016/202  752  7000 

543  FEDERAL  PAPER  BOARD     508  409  442  7 

75  Chestnut  Ridge  Rd,  Monlvole,  NJ  07645/201  391  1776 

787  FEDERAL  SIGNAL  824  712  896  15 

1415  West  22nd  Si,  Ook  Brook,  IL  60521/708-954-2000 

728  FERRO  602  865  773  4 

1000  Lakeside  Ave,  Clevelond,  OH  44114/216-641-8580 

985  FHP  INTERNATIONAL         510  692  784  12 

9900  Inlbert  Ave,  founloin  Valley,  CA  92708/714-963  7233 

281  FIFTH  THIRD  BANCORP      643  271   199  3 

38  Fountoin  Square  Plozo,  Cinrmnoli,  OH  45263/513-579  5300 

865  FILENE'S  BASEMENT  831  878  951  8 

40  Walnut  Si,  Wellesley,  MA  02181/617  348  7000 

553  FINA  268  626  406  11 

8350  North  Cenlrol  Expwy,  Dallas,  TX  75206/214-750-2400 

761  FINGERHUT  512  546  755  8 

4400  Boker  Rd,  Minnetonko,  MN  55343/612-932  3100 


667  FIRST  ALABAMA  732  430  234 

417  No  20lh  St,  Birmingham,  AL  35203/205  326-7100 


990  FIRST  AMERICAN 

First  American  Cenler,  Noshvil 


765  829  248 

,  IN  37237/615-748  2000 


372  FIRST  BANK  SYSTEM         426  211  93 

1200  Firsi  Bonk  Plore  Eosl,  Minneopolis,  MN  55480/612  3704646 


892  FIRST  BRANDS  620  644  734  15 

83  Wooster  Heights  Rd,  Donbory,  0  06813/203-731  2300 

377  FIRST  CHICAGO  193  315    28  3 

One  First  Nolionol  Ploco,  Chitogo,  IL  60670/312  7324000 

692  FIRST  EMPIRE  STATE         665  476  195  3 

One  MSI  Plain,  Butfolo,  NY  14240/716  842  5445 

341  FIRST  FIDELITY  316  182    60  3 

1009  Lenox  Dr,  lowrcnteville,  NJ  08648/609  895-6800 

451  FIRST  FINANCIAL  MGMT.    495  394  278  17 

Three  Corporate  Square,  Atlonlo,  GA  30329/404-321  0120 

691  FIRST  HAWAIIAN  769  413  244  3 

165  Soulh  King  St,  Honolulu,  HI  96813/808  525  7000 

202  FIRST  INTERSTATE  181  974     29  3 

633  West  Fifth  Si,  Los  Angeles,  CA  90071/213  614  3001 

595  FIRST  OF  AMERICA  BANK    509  276    99  3 

108  Eosl  Michigon  Ave,  Kolomoioo,  Ml  49007/616-376-9000 


RANK  COMPANY 


OTHEP  PANKINGS 
SALES  raOFITS  ASSETS  NO 


744  FIRST  SECURITY  714  517  225 

79  Soulh  Mom  St,  Salt  Loke  City,  UI 84110/801-350-5258 

762  FIRST  TENNESSEE  NATL.     696  497  213 

165  Modison  Ave,  Memphis,  IN  38103/901 5234444 


186  FIRST  UNION  219  131 

One  First  Onion  Cenler,  Chorlotle,  NC  28288/704-374-6565 
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697  FIRST  VIRGINIA  BANKS      763  472  261 

6400  Arlington  Blvd,  Falls  Churrh,  VA  22042/703  2414000 

436  FIRSTAR  547  278  134 

777  Eosl  Wisronsm  Ave,  Milwoukee,  Wl  53202/414-7654321 


974  FISERV  897  819  754  18 

2152  South  114th  St,  Milwoukee,  Wl  53227/414-546  5000 

910  FISHER-PRICE  744  825  842  14 

636  Girard  Ave,  Fast  Auroro,  NY  14052/716-687  3000 

221  FIEET/NORSTAR  215  359    34  3 

SO  Kennedy  Plo;o,  Providence,  Rl  02903/401-278-5800 

659  FLEETWOOD  ENTERPRISES  493  642  698  14 

3125  Myers  St,  Riverside,  CA  92523/714-351  3500 

561  FLEMING  53  458  394  10 

6301  WolerFord  Blvd,  Oklohomo  City,  OK  73118/405-840-7200 

411  FLIGHTSAFETY  INTL.         904  457  769  23 

Morinc  Air  Terminal,  Lo  Cuardio  Airport,  Flushing,  NY  11371/718-5654100 

335  FLORIDA  PROGRESS  398  209  297  24 

One  Progress  Plozo,  St  Petersburg,  Fl  33701/813-824-6400 

929  FLOWERS  INDUSTRIES        673  773  848  10 

200  U  S  Hwy  19  South,  Tbomosville,  GA  31799/912-226-9110 


220  FLUOR 


145  242  445  21 


3333  Mrthelson  Dr,  Irvine,  CA  92730/714-975  5000 

427  FMC  238  224  409  15 

200  Eosl  Randolph  Dr,  Chiiogo,  IL  60601/312-861-6000 

99  FOOD  LION  149  197  508  10 

2110  Executive  Or,  Solisbury,  NC  28144/704-633-8250 

31  FORD  MOTOR  3  999      3  2 

The  American  Rd,  Dearborn,  Ml  48121/313  322  3000 

521  FOREST  LABORATORIES      920  584  890  12 

ISO  Eosl  Seth  SI,  New  York,  NY  10155/212421-7850 


407  614  560  21 

7304000 


614  FOSTER  WHEELER 

Pertyville  Corporole  Pork,  Clinlon,  NJ 

882  FOUNDATION  HEALTH        609  676  928  12 

3400  Dolo  Dr,  Roncho  Cordovo,  CA  95670/916-631-5000 

139  FPL  GROUP  179  102  150  24 

11770  U  S  Hwy  One,  North  Polm  Beach,  FL  33408/407^i94-6300 

390  FRANKLIN  RESOURCES       874  339  788  17 

777  Moriners  Island  Blvd,  Son  Moteo,  CA  94404/415  312  2000 

245  FREEPORT-MCMORAN        478  362  360  4 

1615  Poydros  St,  New  Orleons,  LA  70112/504-5824000 

194  FREEPORT-MCMORAN  C&G  822  346  659  16 

1615  Poydros  Si,  New  Orleons,  LA  70112/504-5824000 

308  FRUIT  OF  THE  LOOM  492  407  480  6 

233  South  Worker  Di,  Chirogo,  II 60606/312  876  7000 

911  FULLER  (H.B.)  663  741  826  4 

2400  Energy  Pork  Dr,  St.  Paul,  MN  55108/612-645-3401 

636  FUND  AMERICAN  913  217  408  17 

Moin  St,  Norwich,  VI 05088/802-649-3633 


g 


104  GANNETT  264  140  355  20 

1100  Wilson  Blvd,  Arlington,  VA  22234/703-284-6000 

108  GAP  (THE)  348  177  661  8 

One  Harrison,  Son  Francisco,  CA  94105/415-9524400 

924  GATX  623  408  365  23 

120  South  Riverside  Plozo,  Chicogo,  II 60606/312-621-6200 
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234  GEICO  390  206  338  17 

5260  Weslem  Ave,  Woshinglon,  DC  2081 5/301 986  3000 

243  GENENIECH  825  608  634  12 

460  Pi  Son  Bruno,  Soulh  Son  Froncisto,  CA  94080/415  266  1000 

437  GENERAL  CINEMA  2S2  971  254  5 

27  Boylslon  Si,  Cheslnul  Hill,  MA  02167/617  232  8200 

303  GENERAL  DVNAMICS  107  1  15  255  I 

3190  Foirview  Pork  Dr,  Foils  (hurrh,  VA  22042/703-876  3000 

3  GENERAL  ELECTRIC  5     2      4  5 

3135  [oslon  Turnpike,  FoirfieU,  0  06431/203-373  2211 
55  GENERAL  MILLS  123    90  328  10 

One  Genernl  Mills  Blvrl,  Minneopolis,  MN  55426/612-540  2311 

19  GENERAL  MOTORS  1  1000      2  2 

3044  Weil  Gronri  Blvd,  Delroil,  Ml  48202/313-556-5000 


275  GENERAL  PUBLIC  UTILS.     266  133  217  24 

100  Interpore  Pkwy,  Porsippooy,  NJ  07054/201  263-6500 


86  GENERAL  RE  279    53  131 

695  Eoil  Mom,  Slomforij,  0  06904/203-328  5000 
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585  GENERAL  SIGNAL  466  495  653  15 

One  High  Rirlge  Pork,  Slomlorri,  0  06904/203-357  8800 

845  GENETICS  INSTITUTE         978  895  952  12 

87  Combriilge  Pork  Dr,  Combrirlge,  MA  02140/617  876-1170 


766  6ENSIA  PHARMACEUTICALS  998  907  998 

11025  Roselle  Si,  Son  Diego,  CA  92121/619  546-8300 


12 


205  GENUINE  PARTS  257  191  594  21 

2999  Circle  75  Pkwy,  Ailonio,  GA  30339/404-953-1700 

626  GENZVME  970  880  926  12 

One  Keniloil  Square,  Cambriiige,  MA  02139/617-252-7500 


680  GEORGIA  GULF  672  507  869  4 

400  Perimeler  Cenler  lerrrote,  Allonio,  GA  30346/404  395-4500 

138  GEORGIA-PACIFIC  71  939  162  19 

133  Peorhlree  Si  Nt,  Allonio,  GA  30303/404-5214000 

298  GERBER  PRODUCTS  558  336  724  10 

445  SlQle  SI,  Fremoni,  Ml  49413/616  928  2000 

483  GIANT  FOOD  262  344  629  10 

6300  Sherrf)  RiJ,  lonrlover,  MD  20785/301  34M100 

989  GIBSON  GREETINGS  793  628  816  14 

2100  Setlion  Rrl,  Cintinnoli,  OH  45237/513-841-6600 

58  GILLETTE  197  101  361  6 

Pruiienlial  Io«rer  BMg,  Boslon,  MA  02199/617-421-7000 


537  GLATFELTER  (P.H.)  774  437  78? 

228  Soulh  Moin  Si,  Spring  Grove,  PA  17362/717  2254711 
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This  is  an  offer  yis 


SAS  EuroSleeper: 
Now,  for  only  $300  extra, 
you  can  relax  in  the  world's  only 
business  class  sleeper  seat. 
Available  only  in  SAS  EuroClass.® 




Daily  nonstop  flights  to  Scandinavia  with  easy  connections  to 


'<.  1992  SCANDINAVIAN  AIRLINES 


SAS  IS  A  PARTICIPANT  IN  THE  MILEAGE  PROGRAMS  OF  CONTINENTAL.  MIDWEST  t  (i 


lANK 

OIHEI  lANKINGS 

INO, 

MKT 

OTHEB  lANKINGS 

IND 

MKT 

0THE8  RANKINGS 

INO 

COMPANY                                            SAIES  HOfllS 

ASSETS 

NO, 

RANK 

COMPANY                                     SAIES  PIIOFITS 

ASSETS 

NO 

RANK 

COMPAN*                                        SALES  PROFITS 

ASSETS 

NO 

Ml 

GOLDEN  WEST  FINANCIAL    379  172 

1901  Horiison  Si,  Ooklond,  U94il2/51(M46  6000 

71 

17 

/ 

685 

HAWAIIAN  ELECTRIC          595  505 

900  Ricbords  Si,  Honolulu,  HI  96813/808-543-5662 

346 

24 

>42 

GOODRICH  (B.F.)            351  942 

3925  Embniiy  Plcv<y,  «kion,  OH  44333/216  3742000 

444 

4 

K 

7 

962 

HEALTH  CARE  PROPERTV    981  756 

10990  Wilsbire  Blvd,  Eos  Angeles,  CA  90024/213-473-1990 

845 

12 

85 

GOODVEAR  TIRE  &  RUBBER  77  445 

1144  EosI  Morkel  Si,  Akion,  OH  44316/216796^2121 

205 

2 

254 

HALLIBURTON                  131  751 

500  Nonh  Akord  Si,  Dollos,  K  75201/2W9/8  2600 

296 

11 

719 

HEALTHCARE  COMPARE      983  843 

3200  Higblond  Ave,  Downers  Grove,  IE  60515/708-241-/900 

994 

17 

M4 

GOULDS  PUMPS               776  709 

240  fall  Si,  Sene(o  Foils,  NY  13148/315-568-2811 

872 

15 

956 

HANDIEMAN                   640  699 

500  Kirts  Blvd,  Troy,  Ml  48084/313  362^400 

758 

21 

720 

HEALTHSOUTH  REHAB.       923  786  838 

Two  Petiraelei  Pork  Soolh,  Birmingbom,  AE  35243/205  967  7116 

12 

!03 

GRACE  (W.  R.)                162  185 

One  Town  (enter  Rd,  Boca  Rolon,  FL  33486/40/  362  2000 

265 

4 

880 

HANNA  (M.A.)                 577  901 

1301  fosl  Ninlh  Si,  Clevelond,  OH  44114/216  589^1000 

688 

4 

466 

HEALTHTRUST                 393  772 

Hiij  nQroing  Ku,  ^05nvllle,  in  j/ £Uj/di  j-JOJ-Hti't 

435 

12 

173 

GRAINGER  (W.W.)           397  290 

5500  Wesi  Howoril  Si,  Skokie,  11  60077/708  982  9000 

642 

21 

602 

HANNAFORD  BROTHERS      402  613 

145  PleosonI  Hill  Rd,  Storborough,  ME  04074/207-883  2911 

765 

10 

926 

HECHINGER                     469  758 

1/.1/.  U.fnrmifL  Hr    l/infiniini    U  H  ')ll7fl  Q  /  Ifll  U  1  Iflflfl 

iDiD  MctorrTiKK  ui,  lonflovef,  fviu  i\)io}/ 

699 

8 

;47 

GREAT  ASP  TEA                67  396 

Tvro  Pcmgon  Dr,  Monhole,  NJ  07645/201  573-9700 

380 

10 

729 

HANOVER  INSURANCE         429  567 

100  Norlb  Pkwy,  Woriesler,  MA  01605/508-853  7200 

369 

17 

862 

HEILI6-MEYERS               812  77  1 

2235  Sloples  Mill  Rd,  Richmond,  VA  23230/804  359  91/1 

801 

6 

107 

GREAT  LAKES  CHEMICAL     535  237 

PO  Box  2200,  WesI  lofoyelle,  IN  47906/317^)9/^100 

558 

4 

690 

HARLAND  (JOHN  HJ          858  560 

2939  Miller  Rd,  Oetolur,  CA  30035/404-981-9460 

893 

18 

73 

HEINZ  (H.J.)                   146  54 

600  GronI  SI,  Piltsburgh,  PA  15219/412456-5700 

257 

10 

131 

GREAT  WESTERN              235  143 

8464  Wilshire  Blvd,  Beverly  Hills,  U  90211/213^852  3411 

40 

17 

606 

HARLci-DAVIDSON           630  665 

3700  WesI  Juneou  Ave,  Milwoukee,  Wl  53208/414-342^1680 

840 

14 

932 

HELMERICH  &  PAYNE         936  844 

1579  EosI  2l5l  Si,  IuIso,  OK  74114/918  742  5531 

800 

11 

MO 

GREEN  TREE  ACCEPTANCE   928  532 

345  SI.  Peler  Si,  Si  Pool,  MN  55102/612  293-3400 

714 

17 

879 

HARNISCHrcuCK                482  306 

13400  Bishops  Woy,  Brookfield,  Wl  53005/414-6714400 

581 

15 

934 

HENLEV  GROUP               446  988 

Eibeity  Lone,  Homplon,  NH  03842/603-926  5911 

519 

9 

!81 

GREIF  BROS.                  834  788 

621  PennsylvonioAve,  Delowore,  OH  43015/614-363-12/1 

905 

7 

538 

HARRIS                         296  391 

1025  WesI  NASA  Blvd,  Melbourne,  Ft  32919/407-/27-9100 

446 

9 

327 

HERCULES                     302  367 

1313  North  Market  Si,  WHminglon,  DE  19894/302  594-5000 

371 

4 

144 

GRUMMAN                     229  352 

llllSlewoilAve.Belhpige,  NY  11714/516  5/5-0574 

441 

1 

660 

HARSCO                       418  434 

350  Popular  Chutth  Rd,  Comp  Hill,  PA  1/011/71/-/63-/064 

684 

15 

206 

HERSHEY  FOODS               304  184 

100  Ccyslol  A  Or,  Hershey,  PA  17033/717-5344000 

453 

10 

13 

GTE                             26  12 

One  Slomford  forum,  Slomfoid,  0  06904/203  965-2000 

38 

22 

633 

HARTFORD  STEAM  BOILER  748  446 

One  Slole  Si,  HonFord,  0  06102/203-/22 1 866 

709 

17 

28 

HEWLETT-PACKARD            40  39 

3000  Honover  St,  Polo  Alio,  CA  94304/415-857-1501 

135 

18 

i13 

GULF  STATES  UTILITIES      442  305 

350  Pine  Si,  Beoumonl,  IX  77701/409  838  6631 

227 

24 

359 

HASBRO                       391  412 

1027  Newport  Ave,  Powluckel,  Rl  02862/40M31 869/ 

516 

14 

277 

HILLENBRAND  INDUSTRIES  562  393 

Hwy46,  Bolesville,  IN  4/006/812934/000 

575 

15 

should  sleep  on. 
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363  HILTON  HOTELS  589  402  474  14 

9336  Civit  Cenlei  Dr,  Beverly  Hills,  U  90209/2a278Jt321 

896  HOLNiM  624  946  563  13 

6211  Ann  Arbor  U.  Duniiee,  Ml  48131/313  529-2411 

944  HOME  BENEFICIAL  937  576  645  17 

3901  Weil  Bioarl  Si,  Rirhmond,  »A  23230/804-358-8431 

48  HOME  DEPOT  180  164  437  8 

2727  Pores  Ferry  M,  Allonlo,  G»  30339/40M33  8211 

763  HOME  SHOPPING  NETWORK  598  887  802  8 

12000  25lti  Court  North,  Si  Petersburg,  Fl  33716/813-572-8585 
454  HOMESTAKE  MINING  844  949  700  16 

650  Colilornic  St,  Son  Franrisco,  CA  94108/415-981-8150 

835  HON  INDUSTRIES  754  697  918  18 

414  EasI  Ibitd  St,  Musrotine,  lA  52761/319-264-7400 

156  HONEYWELL  152  127  306  9 

2701  Fourth  Ave,  Minneopolis,  MN  55408/612-870-5200 

491  HORMEL  (GEO. A.)  318  406  721  10 

501  NE  16th  Ave,  Austin,  MN  55912/507437-5611 

354  HOUSEHOLD  INTL.  203  248    61  5 

2700  Sonriers  Ril,  Prospect  Heights,  IL  60070/708  564^5000 

148  HOUSTON  INDUSTRIES        214    95  136  24 

4300  Post  Ook  Pkwy,  Houston,  IK  77027/713-629  3000 

424  HUBBELL  694  388  775  9 

584  Derby-MiKorrl  Rd,  Oronge,  0  06477/203  7994100 


200  HUMANA 


159  120  318  12 


500  West  Mom  St,  Louisville,  ft  40201/502  580-1000 

794  HUNT  (J.B.)  701  729  822  23 

615J  8  HunKorp  Dr,  Lowell,  AR  72745/501  82Ofl000 

533  HUNTINGTON  BANCSHARES  554  314  133  3 

41  South  High  St,  Columbus,  OH  43287/61446^3623 


t 


IBM  4  989 

OW  Orchord  Rd,  Atmonk,  NY  10504/9R76H900 


14  18 


750  IBP  82  874  596  10 

l8PAve,  Dokolo  City,  NE  68731/402494-2061 


673  IDAHO  POWER 


815  526  535  24 


1221  West  Idoho  Si,  Boise,  ID  83707/208  3812200 

814  lES  INDUSTRIES  729  581   597  24 

201  First  51  S(,  (edor  Ropids,  lA  52401/319-3984411 

612  ILLINOIS  CENTRAL  781  486  652  23 

233  North  Michigon  Ave,  Chuogo,  IL  60601/312  819  7500 

417  ILLINOIS  POWER  500  329  284  24 

500  South  27th  St,  Detolur,  IL  62525/217424  6600 

215  ILLINOIS  TOOL  WORKS       334  220  466  15 

3600  West  loke  Ave,  Glenview,  IL  60625/708-724  7500 

512  IMC  FERTILIZER  GROUP      590  389  523  4 

2100  Sonders  Rd,  Norlhbrook,  IL  60062/708-272-9200 

300  IMCERA  GROUP  457  316  502  12 

2315  Sonders  Rd,  Norlhbrook,  IL  60062/708  564-8600 


777  IMMUNEX 


992  875  934  12 


51  University  St,  SeoHle,  WA  98101/206  587-0430 

829  INB  FINANCIAL  738  573  243  3 

One  indiono  Square,  Indionopolis,  IN  46266/317-266-6000 

957  INFORMATION  RESOURCES  933  837  961  21 

150  North  Clinton  St,  Chicogo,  IL  60661/312-726-1221 

239  INGERSOLL-RAND  251  246  392  15 

200  Chestnut  Ridge,  WoodtliH  Loke,  NJ  07675/201  573-0123 

811  INLAND  STEEL  INDUSTRIES  260  973  423  16 

30  West  Monroe  St,  Chitogo,  IL  60603/312  346-0300 

682  INTEGRA  FINANCIAL  687  470  198  3 

Four  PPG  Ploce,  Pittsburgh,  PA  15222/412-644-7669 

49  INTEL  196    40  250  9 

3065  Bowers  Ave,  Sonto  Cloro,  CA  95051/408-765-8080 

703  INTELLIGENT  ELECTRONICS  387  641  764  18 

411  Eoglevie*  Blvd,  Exton,  PA  19341/215458  5500 

672  INTERGRAPH  566  465  691  18 

One  Modison  Industnol  Pork,  Huntsville,  AL  35894/205-730-2000 

895  INTL.  DAIRY  QUEEN  889  739  965  14 

5701  Green  Volley  Dr,  Bloorainglon,  MN  55437/612  830-0200 

197  INTL.  FLAVORS  612  227  641  6 

521  West  57th  St,  New  York,  NY  10019/212-765-5500 

444  INTL.  GAME  TECHNOLOGY    908  678  889  15 

520  South  Rork  Blvd,  Reno,  NV  89502/702  688-0100 

949  INTL.  MULTIFOODS  376  640  701  10 

33  Sooth  Sixth  Si,  Minneopolis,  MN  55402/612  340^3300 

75  INTERNATIONAL  PAPER        56  107  109  19 

Iwo  Monhottonville  Rd,  Purthose,  NY  10577/  914-397-1500 

525  INTL.  SPECIALTY  PRODUCTS  790  618  676  4 

818  Woshinglon  St,  Wilmington,  DE 19801/914-397-1500 

366  INTERPUBLIC  GROUP         452  371  455  21 

1 271  Ave  ol  the  Ameritos,  New  York,  NV  10020/212  399-8000 

822  IOWA-ILLINOIS  GSE  800  543  571  24 

206  Eosi  Second  St,  Dovenport,  lA  52801/319-326  7111 

546  IPALCO  ENTERPRISES         735  338  531  24 

25  Monument  Circle,  Indionopolis,  IN  46204/317  261-8261 

874  ITEL  435  929  385  5 

Two  North  Riverside  Piozo,  Chicogo,  IL  60606/312  902  1515 

93  ITT  25    41    27  5 

1330  Ave  ol  the  Americos,  New  York,  NV  10019/212  258-1000 


351  IVAX  952  855  852 

8800  NW  36th  St,  Miomi,  EL  33178/305-590-2200 


J 


12 


21 


746  JACOBS  ENGINEERING        607  795  921 

251  South  Loke  Ave,  Posodeno,  CA  91101/818449  2171 

423  JAMES  RIVER  208  429  274  19 

120  Iredegor  51,  Richmond,  VA  23219/804-644  5411 


11  JOHNSON  S  JOHNSON         S3    14  163  12 

One  Johnson  8  Johnson  PIcio,  New  Brunswick,  NJ  08933/908-5244)400 

455  JOHNSON  CONTROLS  201  354  407  9 

5757  North  Green  Boy  Ave,  Milwoukee,  Wl  53209/414-22W200 

782  JONES  APPAREL  GROUP      876  715  979  6 

250  Rittenhouse  Circle,  Bristol,  PA  19007/215-7854000 

492  JOSTENS  651  487  818  15 

5501  Normon  Center  Dr,  Minneopolis,  MN  55437/612  830-3300 

770  JWP  248  514  461  21 

2975  Westchester  Ave,  Purchose,  NV  10577/914-9354000 


k 


398  JEFFERSON-PILOT  570  223  302 

100  North  Greene  Si,  Greensboro,  NC  27401/919  691-3000 


17 


740  KAISER  ALUMINUM  405  332 

5847  Son  Felipe,  Houston,  TX  77057/713-267-3777 

524  KANSAS  CITY  POWER         679  340 

1330  Bollimore  Ave,  Konsos  Ci^,  MO  64105/816  556-2200 

722  KANSAS  CITY  SOUTHERN     752  591 

114  West  nth  St,  Konsos  City,  MO  64105/816  556-0303 

605  KANSAS  GAS  S  ELECTRIC    757  547 

120  Lost  First,  Wichito,  KS  67202/316  26W611 

645  KANSAS  POWER  &  LIGHT    572  459 

818  Konsos  Ave,  lopeko,  KS  66612/913-296-6300 

877  KAUFMAN  S  BROAD  HOME  552  752 

10877  Wilshire  Blvd,  Los  Angeles,  CA  90024/213443-8000 

47  KELLOGG  165  59 

One  Kellogg  Squote,  Bottle  Creek,  Ml  49016/616  961-2000 

589  KELLY  SERVICES  507  643 

999  West  Big  Beover  Rd,  Troy,  Ml  48084/313  3624444 

442  KEMPER  289  200 

Route  22,  Long  Grove,  IL  60049/708  540^2000 

413  KERR-MCGEE  272  347 

Kerr  McGee  Center,  Oklohomo  City,  OK  73125/405^270-1313 

349  KEYCORP  372  213 

30  South  Peorl  51,  Albony,  NV  12207/518486-8000 
708  KEYSTONE  INTERNATIONAL  796  780 

9600  West  Gull  Bonk  Rd,  Houston,  U  77040/71 J46H176 

960  KIMBALL  INTERNATIONAL    780  723 

1600  Royol  51,  Josper,  IN  47549/812482 1600 

85  KIMBERLY-CLARK  139  85 

545  Eost  Corpenler  Fwy,  Irving,  TX  75062/214-830 1200 

617  KING  WORLD  804  374 

12400  Wilshire  Blvd,  West  Los  Angeles,  CA  90025/213  826  1108 

61  KMART  14  38 

3100  West  Big  Beover  Rd,  Troy,  Ml  48084/313-643-1000 

247  KNIGHT-RIDDER  380  282 

One  Herold  Plozo,  Miomi,  FL  33132/305  376-3800 

474  KROGER  21  349 

1014  Vine  St,  Cincinnoli,  OH  45202/513-7624000 

658  KU  ENERGY  762  404 

One  Quohty  St,  Lexington,  KY  40507/606-255-2100 


493  16 

427  24 

667  23 

451  24 

486  24 

609  13 

344  10 

832  21 

118  17 

375  1  1 

77  3 

864  15 

873  6 

272  19 

798  14 

102  8 

450  20 

336  10 

603  24 
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/ 

345 

LUBRIZOL                     499  302 

29400  Lakeland  Blvd,  Wiikliffe,  OH  44092/216  943-1200 

658 

4  i 

883 

MCN                           542  672 

500  Griswold  St,  Dclroil,  Ml  48226/313-256-5500 

578 

24 

/ 

400 

LYONDELL  PETROCHEMICAL  168  181 

1221  McKinney  St,  Houston,  TX  77010/713  652  7200 

587 

4  i 

997 

MDU  RESOURCES  GROUP     860  654 

400  North  fourth  St,  Bismorck,  ND  58501/701  222  7900 

692 

24 

»79 

li-Z-BOY  CHAIR             753  766 

1284  North  Telegioph  Rd^  Monroe,  Ml  48161/313  242 1444 

888 

6  i 

n 

356 

MEAD                          207  438 

Ten  West  Setond  St,  Doylon,  OH  45463/513  222-6323 

343 

19 

693 

lAFiRCE                      479  922 

11130  Sunrise  Volley  Dr,  Heslon,  VA  22091/703  264-3600 

529 

13  i 

r  i 

192 

MEDCO  CONTAINMENT        484  399 

100  Summit  Ave,  Monlvole,  NJ  07645/201  358-5400 

669 

12 

976 

LANCASTER  COLONY          799  765 

37  Weil  Brood  Si,  Columbus,  OH  43215/614-224^7141 

917 

15  ■ 

941 

MAGMA  POWER               974  687  891 

11770  Bernordo  Plote  Court,  Son  Diego,  C*  92128/619487  9412 

24 

905 

MEDIA  GENERAL              766  926 

333  EosI  Grore  St,  Rithmond,  VA  23219/804-649-6000 

747 

20 

732 

LANCE                         828  658 

8600  South  eivd,  Chorlotte,  NC  28273/704^55+1421 

913 

10 

646 

MANOR  CARE                 655  662 

10750  Columbm  Pike,  Silver  Sprmg,  MD  20901/301  593  9600 

697 

12 

508 

MEDICAL  CARE  INTL.         895  648 

5080  Spectrum  Dr,  Dallas,  TX  75248/214-851  2600 

819 

12 

915 

LANDS'  END                   740  777 

londs'  End  Lone,  Oodgeville,  Wl  S3595/60H35-9341 

924 

8 

486 

MANUFACTURERS  NATL.      573  308 

100  Renoissonce  Center,  Detroit,  Ml  48243/313-2224000 

121 

3 

958 

MEOIMMUNE                  997  873  997 

35  West  Walkins  Mill  Rd,  Goilhersbuig,  MO  20878/301417-0770 

12 

913 

LAWTER  INTERNATIONAL    953  755 

990  Skokie  Blvd.  Nonlibrook,  11  60062/708j(9M700 

967 

4 

405 

MAPCO                        313  295 

1800  Soulh  Balrimore  Ave,  Tulso,  OK  74119/918  581  1800 

545 

11 

855 

MEDITRUST                    969  656 

128  Technology  Center,  Wolthom,  MA  02154/617-736-1500 

703 

12 

B3t 

LEE  ENTERPRISES            869  728 

215  North  Mom  Si,  Davenport,  lA  52801/319  383-2100 

841 

20 

66 

MARION  MERREIL  DOW      307  63 

9300  Word  Pkwy,  Konsos  City,  MO  64114/816-966-4000 

417 

12 

175 

MEDTRONIC                   583  238 

7000  Central  Ave  NE,  Minneopolis,  MN  55432/612-574-4000 

665 

12 

632 

LEGENT                        931  668 

8615  Westwood  Center  Dr,  Vienno,  V*  22182/703-734-9494 

914 

18 

916 

MARK  IV  INDUSTRIES        584  736 

501  Audubon  Pkwy,  Amherst,  NY  14228/716  689-4972 

686 

15 

375 

MELLON  BANK                 286  150 

One  Mellon  Bonk  Center,  Pittsburgh,  PA  15258/412-234-5000 

63 

3 

742 

LEGOETT  S  PLATT            596  637 

One  leggett  Rd,  Coilhoge,  MO  64836/417-358-8131 

782 

6 

699 

MARQUETTE  ELECTRONICS  926  846 

8200  West  lower  Ave,  Milwoukee,  Wl  53223/414-355-5000 

966 

12 

151 

MELVILLE                       90  123 

One  Ihteoll  Rd,  Rye,  NY  10580/914-9254000 

329 

8 

96S 

LENNAR                       878  799 

700  Nonhwest  107lh  A-e,  Miomi,  FL  33172/305  559^1000 

719 

13 

435 

MARRIOTT                     115  410 

10400  fetnwood  Rd,  Belhesdo,  MD  20817/301-380-9000 

230 

14 

726 

MENTOR  GRAPHICS           847  925 

onnc  cm  a  1  dj  iij:I  ill-  no  n7mn  /cno  lql  7nnn 

oUOi  jW  ooeckmon  Kd,  Wilsonville,  UK  V/U/0/I)OJ-ooj-/UUU 

853 

18 

885 

LEUCADIA  NATIONAL         676  759 

315  Pork  Ave  South,  New  York,  NY  10010/21246H900 

321 

17 

147 

MARSH  S  MCLENNAN         315  137 

1166  Ave  of  the  Amcriros,  New  York,  NY  10036/212-345-5000 

449 

17 

789 

MERCANTILE  BANCORP.      691  478 

721  Locust  St,  St.  Louis,  MO  63101/314-425-2525 

210 

3 

629 

IGSE  ENERGY                 707  381 

220  West  Moid  Si,  Louisville,  KY  40202/502-627-2000 

496 

24 

559 

MARSHALL  S  ILSLEY         675  353 

770  North  Woler  St,  Milwoukee,  Wl  53202/414-765-7801 

215 

3 

721 

MERCANTILE  BANKSHARES  801  877 

Two  Hopkins  Plozo,  Boltimore,  MD  21201/301-237  5900 

288 

3 

938 

LIBERTY  NATIONAL           849  657 

416  West  Jefferson  Si,  Louisville,  KY  40232/502-566-2704 

324 

3 

291 

MARTIN  MARIETTA           160  132 

6801  Rotkledge  Dr,  Belhesdo,  MD  20BI7/30I  897  6000 

347 

1 

489 

MERCANTILE  STORES         357  317 

9450  Seword  Rd,  Foirfield,  OH  45014/513-860-8000 

543 

8 

23 

LILLY  (ELI)                    169  19 

Lilly  Corp  Center,  Indionapolis,  IN  46285/317  276-2000 

208 

12 

899 

MARVEL  ENTERTAINMENT    967  831 

387  Pork  Ave  Soulh,  New  York,  NY  10016/212-696-0808 

985 

20 

824 

MERCHANTS  NATIONAL       789  863 

One  Merchonts  Plozo,  Indionopolis,  IN  46255/317-267-7000 

268 

3 

68 

LIMITED  (THE)                155  105 

Two  Limrted  Pkwy,  Columbus,  OH  43216/614-479-7000 

363 

8 

196 

MASCO                          287  603 

21001  Von  Bom  Rd,  Toylor,  Ml  48180/313-274-7400 

349 

6 

5 

MERCK                          112  4 

126  Eost  Lincoln  Ave.  Rohwoy,  NJ  07065/908-594-4000 

185 

12 

20t 

LIN  BROADCASTING          823  961 

5295  Corillon  PoinI,  Kirklnnd,  WA  98033/206-828-1902 

412 

22 

922 

MASCO  INDUSTRIES           504  890 

21001  Von  Born  Rd,  Toylor,  Ml  48180/313  274-7400 

494 

2 

597 

MERCURY  FINANCE            966  698 

40  Skokie  Blvd,  Northbrook,  IL  60062/708-564-3720 

817 

17 

336 

LINCOLN  NATIONAL           101  189 

1300  South  Clinton  Si,  Fort  Woyne,  IN  46801/219455-2000 

49 

17 

374 

MATTEL                         464  312 

333  Continental  Blvd,  El  Segundo,  CA  90245/213^524-2000 

683 

14 

566 

MERIDIAN  BANCORP         556  335 

35  North  Si«lh  St,  Reoding,  PA  19601/215-320-2000 

149 

3 

853 

LINEAR  TECHNOLOGY         971  804 

1630  M(Conhy  Bivd,  Milpilos,  CA  95035/40M32 1900 

976 

9 

727 

MAXUS  ENERGY               689  897 

717  North  Horwood  St,  Dollos,  TX  75201/214-953  2000 

595 

11 

127 

MERRILL  LYNCH                 59  49 

250  Vesey  St,  North  Tower,  New  York,  NY  10281/2124491000 

16 

17 

389 

LITTON  INDUSTRIES          175  474 

360  North  CiesrenI  Dr,  Beverly  Hills,  CA  90210/213-859  5000 

293 

9 

98 

MAY  DEPARTMENT  STORES    80  82 

611  Olive  St,  St  Louis  MO  63101/314-342  6300 

203 

8 

901 

MERRY-GO-ROUND           702  638 

3300  Fashion  Woy,  loppo,  MD  21085/301 5381000 

901 

8 

218 

LIZ  CLAIBORNE               403  180 

1441  Bioodwoy,  New  York,  NY  10018/212-3544900 

679 

6 

378 

MAYTAG                       297  427 

403  West  Fourth  St  North,  Newlon,  lA  50208/515^792^000 

434 

6 

500 

METRO  MOBILE  CTS          912  951 

no  Eost  59lh  St,  New  York,  NY  10022/212  605-0800 

865 

22 

271 

LOCKHEED                      93  135 

4500  Pork  Cronodo  Bl.d,  Colobosos,  CA  91399/818-876  2000 

241 

1 

380 

MBIA                          903  262 

113  King  St,  Armonk,  NY  10504/914-2734545 

462 

17 

848 

MEYER  (FRED)                327  597 

3800  S£  22nd  Ave,  fortlond,  OR  97202/503  232  8844 

693 

8 

426 

LOCTITE                       778  462 

Ten  Columbus  Blvd,  Horlford,  0  06106/203  520  5000 

815 

4 

393 

MBNA                          580  250 

400  Chrisliono  Rd,  Newark,  DE 19713/302453  9930 

264 

3 

571 

MGIC  INVESTMENT            886  442 

270  East  Kilbouin  Ave,  Milwoukee,  Wl  53202/414-347  6480 

708 

17 

95 

LOEWS                          47  36 

667  Modison  Ave,  New  York,  NY  10021/212  545-2000 

42 

17 

131 

MCCAW  CELLULAR            523  981 

5400  Carillon  Point,  Kirklond,  WA  98033/206  8274500 

202 

22 

983 

MGM  GRAND                  955  898 

9333  Wilshire  Blvd,  Beverly  Hills, «  90210/213-271-3793 

829 

14 

296 

LONG  ISLAND  LIGHTING      343  138 

175  Eosi  Old  Country  Rd,  Hicksville,  NY  11801/516  9334590 

183 

24 

875.  MCCLATCHY  NEWSPAPERS    839  776 

2100  Q  SI,  Soeromenlo,  CA  95816/916  321 1000 

833 

20 

833 

MICHIGAN  NATIONAL         591  558 

27777  Inksler  Rd,  Forminglon  Hills,  Ml  48334/313473-3000 

161 

3 

774 

LONGS  DRUG  STORES         363  539 

141  North  Cim  Dr,  Wolnol  Creek,  CA  94596/415-937  1170 

778 

12 

352 

MCCORMICK                    511  418 

18  Lovelon  Circle,  Sparks,  MD  21152/410  771  7301 

689 

10 

784 

MICRON  TECHNOLOGY        826  835 

2805  East  Columbio  Rd,  Boise,  ID  83706/208  3684000 

762 

9 

701 

LONGVIEW  FIBRE              736  812 

End  of  Fibre  Woy,  Longview,  WA  98632/206425-1550 

702 

7 

579 

MCDERMOTT  INTL.             254  659 

1010  Common  St,  New  Orleans,  LA  70112/504-587  5400 

381 

21 

24 

MICROSOFT                    374  66 

One  Microsoft  Woy,  Redmond,  WA  98052/206-882  8080 

481 

18 

596 

LORAL                         306  324 

600  Third  Ave,  New  York,  NY  10016/212-697-1105 

438 

9 

43 

MCDONALD'S                  141  37 

One  McOonold's  Plozo,  Oak  Brook,  IL  60521/708-575-3000 

157 

14 

;  972 

MID-AMERICAN  WASTE      964  826 

1006  Walnut  St,  Conol  Wincheslei,  OH  43110/614-833-9155 

887 

21 

501 

LOTUS  DEVELOPMENT        677  617 

55  Combridge  Pkwy,  Combtidge,  MA  02142/617  577-8500 

759 

18 

:  307 

MCDONNELL  DOUGLAS         32  121 

McDonnell  S  Airport  Rd,  St  Louis,  MO  63134/314-232-0232 

110 

1 

i  615 

MIDWEST  RESOURCES        608  447 

666  Grand  Ave,  Des  Moines,  lA  50306/515-2424300 

448 

24 

723 

LOUISIANA  LAND              680  801 

909  Poydros  St,  New  Orleons,  U  70112/504566  6500 

637 

11 

1  267 

MCGRAW-HILL                417  255 

1221  Ave  of  the  Amencos,  New  York,  NY  10020/212-512-2000 

436 

20 

i  966 

MILLER  (HERMAN)            686  876 

8500  Byron  Rd,  7eeland,  Ml  49464/616-772  3300 

836 

18 

334 

LOUISIANA-PACIFIC          440  535 

111  SW  fifth  Ave,  Portlond,  OR  97204/503  221-0800 

488 

19 

79 

MCI  COMMUNICATIONS        114  74 

1133 19lh  Si  NW  Woshmglon,  DC  20036/202-872-1600 

197 

22 

\  616 

MILLIPORE                    698  512 

80  Ashby  Rd,  Bedford,  MA  01730/617-275-9200 

739 

9 

485 

LOWE'S                        292  861 

Hwy  268  EosI,  North  Wilkesboro,  NC  28659/919-6514000 

598 

8 

i  528 

MCKESSON                      95  360 

One  Post  St,  Son  Frontism,  CA  94104/415  983  8300 

422 

12 

27 

MINNESOTA  MINING  S  MFC.  50  25 

3M  Center,  St.  Pool,  MN  55144/612-733-1110 

155 

15 
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663  MINNESOTA  POWER  814  440  570 

30  Wesi  Superior  Si,  Dululli,  MN  S5802/218722  2641 

767  MIRAGE  RESORTS  639  748  626 

3400  losVegos  Blvd  Soulh,  loiVegos,  NV  89109/702-7917111 

797  MITCHELL  ENERGV  6S7  S69  471 

2001  Timberloth  Ploce,  The  Woodlnnds.  IK  77380/713-377-5500 

791  MNC  FINANCIAL  38S  933  97 

100  Soulh  Chorles  Si,  Bollimoie,  MD  21202/301  244-5000 


24 


14 


531  MONTANA  POWER  808  337  495  24 

40  Eosi  Broorfwuy,  Bulle,  MT  59701/406723-5421 


623  MULTIMEDIA  792  571  811  20 

305  Soulh  Mom  Si,  Greenville,  SC  29602/803-2984373 


56  MORGAN  (J. P.)  83 

60  Woll  Si,  Hew  Vork,  NV  10260/212483-2323 


28  II 


457  MURPHY  OIL 


445  892  476 


188  MORGAN  STANLEY  GROUP   137  94 

1251  Ave  of  Ihe  AmerKos,  New  York,  NY  10020/21270M000 


19  17 


200  Peoth  Si,  El  Doiodo,  AR  71730/501-862-6411 

526  MYLAN  LABORATORIES       965  664  944 

130  Sevenlh  St,  Pithbutgh,  PA  15222/412-232-0100 


12 


18  MOBIL  7  6 

3225  Collows  Rd,  Fairfax,  VA  22037/701^46-3000 


39  11 


412  MOLEX  700  500  744 

2222  Wellmglon  Court,  Lsle,  II 60532/708-9694550 

82  MONSANTO  104  145  194 

600  North  Lindbergh  e^d,  Si.  Louis,  MO  63167/314494-1000 


908  MORRISON  619  735  892 

4721  Morrison  Dr  Mobile,  AL 36609/205-344-3000 

804  MORRISON  KNUDSEN  410  679  687 

720  Pork  Blvd,  Boise  ID  83729/208-3B(h5000 

253  MORTON  INTERNATIONAL    412  264  507 

100  North  Riverside  Plozo,  Chicago,  IL  60606/312-807-2000 

63  MOTOROLA  73    97  189 

1303  Lost  Algonquin  Rd.SchoumburgJL  60196/708-576-5000 


14 


21 


n 


322  NALCO  CHEMICAL  548  277  620 

One  Nob  Center,  Nopeiville,  IL  60563/708-305-1000 

309  NATIONAL  CITY  337  176  72 

1900  fosi  Ninth  St,  Clevelond,  OH  44114/  216-575-2  000 


When  your  customers  buy  bettejin 

EDS  helped  Apple  Computer  answer  yes.  hdpcd  Appk  develop  this  syste 


In  the  rush  to  market,  how  can  you 
beat  the  competition  without  com- 
promising product  CjuaHty?  L'sing  a 
new  application  of  information 
technology.  Apple  (;omputer  now 
distributes  engineering  diagrams  to  all 
of  its  manufacturing  sites  in  seconds, 
via  a  global  electronic  network.  EDS 


using  the  latest  imaging  technology  x-ti 
This  speeds  the  deveiopmei  l 

of  products  by  eliminating  the  pos; 
biliu  of  errors  caused  by  out-of-dafc' 
engineering  drawings. 

Jackie  Streeter.  Apple  worldwu  \,.\.^^ 
product  configuration  manager,  saj  j; 
"If  people  have  the  right  informatiCji 


EDS  is  a  registered  trademark  of  Electronic  Data  S\  stems  Corporation.     1992  EDS 
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124 

NATIONAL  FUEL  GAS         648  542 

len  lalovElle  Squore,  BuHolo,  NY  14203/716  8W  7000 

553 

24 

387 

NEW  ENGLAND  ELECTRIC     395  210 

25  lleseoc(h  Dc,  Weslboro,  MA  01582/50136^9011 

319 

24 

84 

UADCniV  CnilTUIDU              71?  777 

Three  Commerdol  Ploce,  Norfolk,  VA  23510/804-629  2680 

177 

.Ml 

23 

MO 

NATIONAL  HEALTH  LABS.    755  341 

7590  foy  Ave,  lo  Jollo,  CA  92037/619^54  3314 

870 

12 

652 

uruf  nitu  ncilTV  TnilfT     OOl    I  t  i 

NEW  PLAN  RcALIT  IRUSI   yHI  olo 

1120  Ave  ol  the  Ameriios,  New  York,  NY  10036/212-869  3000 

846 

13 

280 

UADTUCACT  IITIIITIFC             )71  1^7 

107  Selden  Si,  Berlin,  0  06037/20  M65-500O 

24 

!97 

NATIONAL  MEDICAL  ENTS.  234  t48 

2700  Coloiodo  Ave,  Sonlo  Monico,  U  90404/213^31^8000 

337 

12 

404 

NEW  YORK  STATE  t&u       481  2/9 

4500  Veslol  Pkwy  Eosi,  Binghomlon,  NV  13902/607  729  2551 

303 

24 

305 

UADTUCDU  (TAT[C  DAU/FD   )fi7  iOX 

414  Nirollel  Moll,  Minneopolis,  MN  SS401/612-330-5500 

iv  1 

24 

m 

NATIONAL  PRESTO           951  667 

3925  North  Hoilings  Woy,  fou  Claire,  Wl  54703/715-839  2121 

933 

6 

342 

NEW  YORK  TIMES              439  579 

229  WesI  43id  Si,  New  Yotk,  NY  10036/212  556-1234 

482 

20 

406 

UADTUCDU   TDIICT                      ZAA  701 

50  Soulh  Lo  Solle  Si,  Chiiogo,  IL  60675/312  630-6000 

1 

1  Z4 

3 

S70 

NATIONAL  SEMICONDUCTOR  458  957 

2900  Semnonducloi  Or,  Sonlo  Cloro,  CA  95052/40^721-5000 

682 

9 

270 

NEWELL                         586  323 

29  EoslSlephenson  Si,  Freeport,  11 61032/815^2354171 

675 

15 

545 

NORTHROP                    170  155 

1840  Cenlury  Pork  EosI,  Los  Angeles,  CA  90067/2115516262 

386 

1 

;3S 

NATIONAL  SERVICE  INDS.    471  763 

1420  Peochlree  51 NE,  Allonio,  GA  30309/404^511000 

690 

9 

183 

NEWMONT  GOLD               772  297 

1700  lin(oln  Si,  Denver,  CO  80203/3018617414 

731 

16 

178 

NORWESI                      216  108 

Sixth  S  Morquene,  Minneopolis,  MN  55479/612-667  1234 

43 

3 

59 

NATIONSBANK                  68  201 

One  NolionsBonk  Ploio,  Chorlone,  NC  28255/704-386-5000 

9 

3 

264 

uruiuAUTUiUlur                       tfA  tit 

NEWMONT  MININu            750  372 

1700  Lincoln  51,  Denver,  CO  80203/303-8617414 

1  ly 

16 

662 

NOVACARE                    919  757  962 

2570  eivd  of  Ihe  Generols,  Volley  forge,  PA  19482/215431-9300 

12 

ii» 

NAVISTAR  INTERNATIONAL  255  959 

455  North  Cilyfronl  Plozo  Dr,  Chicojo,  11 60611/312-836-2000 

373 

2 

320 

NIAGARA  MOHAWK  POWcR  IbS  10/ 

300  Erie  8lvd  WesI,  Syioruse,  NY  13202/315474-1511 

ina 
iUV 

24 

83 

NOVELL                        710  216 

122  EosI  1700  Soulh,  Provo,  01 84606/801-379-5900 

736 

18 

l\6 

NBD  BANCORP                326  147 

611  Woodword  Ave,  Oelioil,  Ml  48226/313-225^1000 

62 

3 

555 

NICOR                            491  331 

1700  WesI  Ferry  Rd,  Noperville,  IL  60563/708-305-9500 

24 

383 

NUCOR                         505  489 

2100  Rexford  Rd,  Chorlotle,  NC  28211/704-366^7000 

663 

16 

HI 

NCH                            727  630 

2727  Chemseot(h  8lvd,  Irviog,  IX  75062/214^38^0211 

851 

6 

146 

kiii/r  1104)A 

NIKE                           278  139 

One  8owermon  Di,  Beoveclon,  OR  97005/501671  6453 

539 

6 

42 

NVNEX                          52  60 

335  Madison  Ave,  New  York,  NY  10017/212  3717400 

66 

22 

m 

NEIMAN  MARCUS  GROUP     432  867 

27  Soylslon  Si,  Chestnul  Hill,  MA  02167/617-232-0760 

651 

8 

458 

NIPSCO  INDUSTRIES           486  261 

5265  Hohmon  Ave,  Hommond,  IN  46320/219-8515200 

357 

24 

> 

NERCO                         635  405 

500  NE  Mullnomoh  Si,  .'crtlond,  OR  97232/503-731-6600 

478 

11 

933 

NOBLE  AFFILIATES            909  810 

no  WesI  Broodwoy,  Ardmore,  OK  73401/405-223-4110 

795 

11 

u 

187 

NEUTROGENA                 914  790 

5760  Weil  96lh  Si,  los  Angeles,  CA  90045/213-642-1150 

969 

6 

Oil 

NORDSON                     854  681 

28601  Clemens  Rd,  Weslloke,  DH  44145/216  892 1580 

910 

1 

1 

OCCIDENTAL  PETROLEUM      86  112 

10889  Wilshite  Blvd,  los  Angeles,  CA  90024/213  208-8800 

101 

]  ] 

B52 

NEVADA  POWER              787  677 

6226  West  Sohoro  Ave,  Los  Vegos,  NV  89102/702  367  5000 

622 

24 

237 

NORDSTROM                  282  275 

1501  Fitth  Ave,  Seotlle,  WA  98101/206-628-2111 

499 

8 

894 

OCTEL  COMMUNICATIONS     944  809 

890  Tosman  Dt,  Milpitas,  CA  95035/408-942  2527 

960 

22 

roducts,  will  they  come  from  you? 


•  right  time,  they  can  make  better- 
med  decisions,  which  translate 
better  products,  sooner 

Jsing  Macintosh  computers, 
i  employees  worldwide  can  call 
igineering  diagrams,  which  they 
■nlarge,  reduce,  rotate,  or  recon- 
■i  to  fit  with  other  components, 
fall,  the  system  helped  Apple 


introduce  six  new  products  simulta- 
neously, and  ahead  of  schedule. 

helping  maintain  Apple  s  reputation 
for  setting  new  standards. 

Changes  in  technology  create 
business  opportunities.  You  can  use 
information  technology  to  develop 
new  products,  improve  quality  and 
shorten  time-to-market.  To  learn 


more,  contact  1:DS,  the  world  leader 
in  applying  information  technology. 
Write  Barry  W.  Sullivan,  Director  of 
Marketing,  HDS, 
7171  Forest  Lane,B6, 
Dallas,  TX  75230.  Or 
call  (21-4)  ■490-2000, 
ext.  106. 

TAKE  ADVANTAGE  OF  CHANGE' 
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854  OEA  977  841  987  1 

34501  Eosi  Quincy  Ave  Denvet,  CO  80015/303-693^1248 

476  OFFICE  DEPOT  S38  836  810  21 

2200  Old  Germonlcwn  Rd,  Delioy  Beoth,  FL  33445/407  2784800 

620  OCDEN  480  528  403  5 

Two  Penniylvonio  Plojo,  New  Votk,  NY  10121/212  868^000 

698  OGDEN  PROJECTS  863  552  500  24 

40  Lone  Rd,  Foirfield,  NJ  07007/201-882-9000 

638  OHIO  CASUAITV  447  361  364  17 

136  North  thud  Si,  Homillon,  OH  45025/513-867  3000 


265  OHIO  EDISON 


365  154  214  24 


76  Soulh  Mom  Si,  Akron,  OH  44308/216  384-5100 

452  OKLAHOMA  GSE  532  279  432  24 

321  North  Horvey  Ave,  Oklohomo  Cily,  OK  73101/405  272  3000 

583  OLD  KENT  FINANCIAL        658  377  200  3 

One  Vondenbetg  (enler,  Grond  Ropids,  Ml  49503/6lfr771-5000 

669  OLD  REPUBLIC  INTL.         527  309  353  17 

307  North  Mithigon  Ave,  thitogo,  II 60601/312  346-8100 

621  OlIN  375  899  504  4 

120  long  Ridge  Rd,  Slomlord,  n  06904/203-356-2000 

625  OMNICOM  GROUP  550  530  561  21 

437  Modison  Ave,  Nevi  Voik,  NV 10022/212415-3600 

285  ORACLE  SYSTEMS  594  690  749  18 

500  Diode  Pkwy,  Redwood  Shores,  CA  94065/415-506-7000 


431  ORYX  ENERGY 


470  813  325   1  1 


13155  Noel  Rd,  Dollos,  IK  75240/214-7154000 
868  OVERSEAS  SHIPHOLDING     842  540  572  23 

1114  Ave  of  Ihe  Ameriros,  New  York,  NY  10036/212-8691222 

463  OWENS-CORNING  314  986  489  13 

Fiberglos  lower,  Toledo,  OH  43659/419  248-8000 


P 


391  PACCAR  369  636  420  2 

777  106lh  Ave  NF,  Bellevoe,  WA  98004/206455-7400 

510  PACIFIC  ENTERPRISES        144  941   235  24 

633  Wesi  Fihh  51,  tos  Angeles,  CA  90071/213^95-5000 


31     78  24 


50  PACIFIC  GAS  S  ELECTRIC  94 

77  eeole  Sl,  Son  Frondsco,  CA  94106/415-973-7000 

649  PACIFIC  TELECOM  704  392  552  22 

805  Broodwoy,  Vonwover,  WA  98660/206^696-0983 

37  PACIFIC  TELESIS  GROUP       89    32    84  22 

130  Keorny  Sl,  Son  Fronristo,  CA  94108/415-394-3000 

840  PACIFICARE  HEALTH  529  725  835  12 

5995  Plozo  Or,  Cypress,  CA  90630/714-952  1121 

141  PACIFICORP  231    86  123  24 

700  NE  Mullnomoh  Sl,  Portlond,  OR  97232/503-731  2000 
836  PAGING  NETWORK  950  891  963  22 

4965  Preslon  Pork  Blvd,  Plono,  1X75093/214-9854100 

650  PAINEWEBBER  GROUP        285  244    85  17 

1285  Ave  of  Ihe  Ameruos,  New  York,  NY  10019/212  713-2000 


329  PALL  723  416  7 

2200  Northern  Blvd,  EosI  Hills,  NY  11548/5164845400 
447  PANHANDLE  EASTERN        354  398  2 

5400  Weslheimer  Court,  Houston,  TX  77056/  71 J-627-5400 

143  PARAMOUNT  COMMUNS.      226  256  2 

15  Columbus  Circle,  New  York,  NY  10023/212  373-8000 

445  PARKER  HANNIFIN  366  589  5 

17325  Euclid  Ave,  Clevelond,  OH  44112/216-531-3000 


1000  PAVCHEX  954  851  989  18 

911  Ponoromo  Troll  Soulh,  Rochester,  NY  14625/716-385-6666 


578  PENN  CENTRAL  455  499  3 

One  EosI  Fourth  Sl,  Cincinnoli,  OH  45202/513-579-6600 

96  PENNEY  (J.C.)  34    79  1 

14841  North  Dollos  Pkwy,  Oollos,  TX  75240/214591-1000 

208  PENNSYLVANIA  POWER       341  122  2 

Two  North  Ninlh  Sl,  Allenlown,  PA  18101/215-774-5151 


396  PENNZOIL 


330  919  285   1  1 


700  Milom  Sl,  Houston,  TX  77002/713-54  6  4  000 

996  PENTAIR  571  632  7 

1700  West  Hwy  36,  Sl  Poul,  MN  55113/612-636-7920 

665  PEOPLES  ENERGY  588  461  5 

122  Soulh  Michigon  Ave,  Chicogo,  11  60603/3124314000 

557  PEP  BOYS  625  673  7 

3111  West  Allegheny  Ave,  Philodelphio,  PA  19132/215  229-9000 

15  PEPSICO  27  30 

700  Anderson  Hill  Rd,  Purchose,  NY  10577/914-253-2000 

563  PERKIN-ELMER  654  882  7 

761  Mom  Ave,  Norwolk,  006859/203-762-1000 

587  PERRI60  881  814  9 

117  Woler  St,  Allegon,  Ml  49010/616-673-8451 

348  PET  425  350  5 

400  Soulh  Fourth  St,  Sl  lours,  MO  63102/314-621  5400 

593  PETRIE  STORES  528  857  7 

70  Enterprise  Ave,  Secoucus,  NJ  07094/201  866  3600 


16  PFIZER 


132    46  182  12 


235  tost  42nd  Sl,  New  York,  NY  10017/212-573-2323 

276  PHELPS  DODGE  360  153  3 

2600  North  Centrol  Ave,  Phoenix,  AZ  85004/602  234-8100 

888  PHH  406  574  3 

11333  McCormitk  Rd,  Hunt  Volley,  MD  21031/301-771  3600 

150  PHILADELPHIA  ELECTRIC     233    77  1 

2301  Morkel  Sl,  Philodelphio,  PA  19101/215-8414000 

2  PHILIP  MORRIS  8  3 

120  Poik  Ave,  New  York,  NY  10017/212-880-5000 

123  PHILLIPS  PETROLEUM  51  357  1 

Fourth  S  Keeler  Sis ,  Borllesville,  OK  74004/918-661-6600 


815  PHM 

33  Bloomlield  Hills  Pkwy,  Bloomliel 


555  623  3 

ills.  Ml  48304/313-647  2750 


900  PIC  N'  SAVE  784  705  8 

2430  lost  Del  Amo  Blvd,  Dommguei,  CA  90220/211537  9220 

884  PICTURETEL  982  869  9 

One  Corporolion  Woy,  Peobody,  MA  01960/508  977  9500 


24 


4  15 


24 


3  15 


9  24 


8  8 


7  12 


4  10 


3  8 


0  16 


3  23 


24 


7  11 


13 


3  22 


470  PINNACLE  WEST  CAPITAL    501  978  246  24 

400  Eost  Yon  Buten  St.,  Phcenix,  A2  85004/602-379-2500 


373  PIONEER  HI-BRED  INTL.     582  333  625 

400  locust  St,  Des  Mornes,  lA  50309/515  245  3500 


10 


152  PITNEY  BOWES  269  149  247  18 

One  Elm  Ccoft  Rd ,  Slomlord,  Q  06926/203-35^5000 

881  PITT5T0N  415  911  633  11 

100  Frist  Slomlord  Ploce,  Stomford,  0  06912/203-978  5200 

149  PNC  FINANCIAL  212  110    36  3 

Fihh  Ave  S  Wood  St,  Pittsburgh,  PA  15265/412-762-2000 

495  POLAROID  399    50  522  14 

549  Technology  Sqoore,  Combridge,  MA  02139,'6i7-577-2O00 

468  POLICY  MANAGEMENT        843  575  808  17 

I  77  S  0  S  21  North,  Columhio,  SC  29016/803  7354000 

753  PORTLAND  GENERAL         642  886  421  24 

121  SW  Solmon  Sl,  Portlond,  OR  97204/503464-8000 

520  POTLATCH  549  536  521  19 

Due  Moritime  Ploio,  Son  Fconcisto,  CA  94111/415-576-8800 

290  POTOMAC  ELECTRIC  POWER  483  188  266  24 

1900  Pennsylvonio  Ave  NW,  Woshington,  DC  20068/202-872-2000 

115  PPG  INDUSTRIES  171  202  263  13 

One  PPG  Ploce,  Pimborgh,  PA  15272/412434-3131 

937  PRECISION  CASTPARTS       764  588  854  16 

4600  SE  Homey  Or,  Portlond,  OR  97206/503  777  3881 

460  PREMARK  INTERNATIONAL  311  343  509  5 

1717  DeerTield  Rd,  Deerfield,  II  600I5,/708405-6000 

416  PREMIER  INDUSTRIAL        746  454  883  21 

4500  Euclid  Ave,  Clevelond,  OH  44103/21^391-8300 

314  PRICE  129  272  492  8 

4649  Moreno  Blvd,  Son  Diego,  CA  92117/619  5814600 

857  PRICE  (T.  ROWE)  934  716  958  17 

100  Eost  ProtI  St,  Bollimore,  MD  21202/301 547  2000 
184  PRIMERICA  143    93    83  17 

65  EosI  55lh  St,  New  York,  NY  10022/212-891-8900 

to  PROCTER  S  GAMBLE  18      7     75  6 

One  Piortor  i  Gamble  Plow,  Cincinnoli,  OH  45202/513^983^1100 

619  PROGRESSIVE  497  696  395  17 

6000  Porklond  Blvd,  Moyfield  Heights,  OH  44124/216464  8000 

641  PROMUS  604  721  589  14 

1023  Cherry  Rd,  Memphis,  TN  38117/901 762-8600 

611  PROVIDENT  LIFE  308  313  112  17 

One  Fountoin  Sguoie,  Choltonoogo,  TN  37402/615^755^1011 

671  PSI  RESOURCES  585  734  497  24 

1000  Eost  Moin  St,  PImnfield,  IN  46168/317-839  9611 

478  PS  OF  COLORADO  430  249  370  24 

1225  Seventeenth  St,  Denver,  CO  80202/303^5717511 

757  PS  OF  NEW  HAMPSHIRE      699  936  428  24 

1000  Elm  St,  Monchester,  NH  03105/603-6694000 

993  PS  OF  NEW  MEXICO  661  770  452  24 

414  Silver  Ave  SW,  Albuquerque  NM  87102/505-84^2700 

119  PUBLIC  SERVICE  ENT.         182    67   1  1  1  24 

80  Pork  Plozo,  Newock,  NJ  07101/201430^7000 
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790 

PUGET  SOUND  BANCORP     807  568 

1119  Podfii  A»o,  locomo,  WA  98401/206  593  3600 

304 

3 

224 

REYNOLDS  METALS           167  239 

6601  Weil  Brood  St,  Rithmond,  VA  23261/804  281-2000 

236 

16 

795 

RPH  806 

2628  Peorl  Rd,  Medino,  OH  44258/216  273  5090 

713 

821 

13 

511 

PUGET  SOUND  POWER       628  281 

411 108lh  Ave  N[,  Bellevue,  WA  98004/206-454  6363 

439 

24 

89 

RHONE-POULENC  RORER     239  128 

500  Arrolo  Rd,  Collegeville,  PA  19426/215454-8000 

333 

12 

154 

RUBBERMAID  456 

1147  Akron  Rd,  Woosler,  OH  44691/216  264  6464 

232 

631 

15 

r 

399 

RITE  AID                      245  31  1 

431  Roilrood  Ave,  Shiremonslown,  PA  17011/71/  761-2633 

538 

12 

471 

RUSSELL  684 

One  Lee  Si,  Alexonder  City,  AL  35010/205  3294000 

531 

730 

6 

54 

RJR  NABISCO  HOLDINGS       39  117 

1301  Ave  ol  the  Ameritons,  New  York,  NY  10019/212  258  5600 

55 

6 

863 

RYAN'S  FAMILY  STEAK  885 

405  Loncosler  Ave,  Greer,  SC  29650/803-879  1000 

779 

939 

14 

167 

QUAKER  OATS                 173  160 

321  North  Clotk  Si,  Chirogo,  11  60610/312  222  7111 

404 

10 

266 

ROADWAY  SERVICES         283  292 

1077  Gorge  Blvd,  Akron,  OH  44309/216  384-8184 

583 

23 

414 

RYDER  SYSTEM  184 

3600  NW  82nd  Ave,  Miomi,  FL  33166/305-593-3726 

483 

294 

23 

749 

QUALITV  FOOD  (ENTERS     850  806 

:0n6  NE  Eighlh  Si,  Bellevue,  WA  98004/206-455  3761 

982 

10 

765 

ROCHESTER  GSE              662  524 

89  EoilAve,  Rothesler,  NY  14649/716  546-2700 

514 

24 

c 

798 

QUANTUM                     600  562 

500  Mctorlh/  Blvd,  Milpilos,  CA  95035/408-8944000 

828 

18 

600 

ROCHESTER  TELEPHONE      717  452 

ISO  South  Clinton  Ave,  Rochester,  NY  14646/716-777-1000 

590 

22 

J 

756 

QUESTAR                      747  496 

180  Easi  lOOlh  Si  Soulh,  Soil  Loke  City,  UT  84111/801 534-5000 

638 

24 

834 

ROCKEFELLER  CENTER        963  649 

1166  Ave  ol  the  Ameiiros,  New  York,  NY  10036/212  841-7760 

592 

13 

260 

SAFECO  284 

Soleco  Plozo,  Seotlle,  WA  98185/206-545  5000 

157 

140 

17 

126 

RAISTON  PURINA             124  111 

Che(ke(booid  Square,  St  Louii,  MO  63164/314-982  1000 

309 

10 

121 

ROCKWELL  INTERNATIONAL   70  65 

2231  Seol  Beoch  Blvd,  Seol  Beoch,  CA  90740/2a;9;  3311 

193 

5 

488 

SAFETY-KLEEN  718 

777  Big  Timber  Rd,  Elgin,  IL  60123/708  697  8460 

555 

720 

21 

504 

RAYCHEM                     543  905 

300  Conslilijlion  Dt,  Menlo  Pork,  CA  94025/415  361  3333 

619 

9 

223 

ROHM  S  HAAS                319  230 

Independente  Moll  WesI,  Pbilodelphio,  PA  19105/215  592  3000 

411 

4 

421 

SAFEWAY  38 

201  Fourth  SI,  Ooklond,  CA  94607/510  891  3000 

426 

289 

10 

117 

RAYTHEON                      98  61 

141  Spring  St,  Lexington,  MA  02173/617-862-6600 

262 

9 

788 

ROLLINS                       819  708 

2170  Piedmont  Rd  NE,  Atlonto,  GA  30324/404-888  2000 

948 

21 

231 

SALOMON                      100  87 

Seven  World  Erode  Center,  New  York,  NY  10048/212-783-7000 

13 

17 

140 

READER'S  DIGEST            352  183 

Reorler's  Digest  Kil,  P  eosonlville,  NY  10570/9R238 1000 

520 

20 

713 

ROLLINS  ENVIRONMENTAL  924  761 

2200  Coniord  Pike,  Wilmington,  DE 19803/302479-2700 

931 

21 

325 

SAN  DIEGO  GSE  431 

101  Ash  Si,  Son  Diego,  CA  92101/619-696  2000 

190 

351 

24 

251 

REEBOK  INTERNATIONAL     325  173 

100  Tethnologv  Center  Or,  Sloughlon,  MA  02072/617  341  5000 

601 

6 

737 

ROUSE                         771  872  426 

10275  little  Patuxeni  Pkwy,  Columbio,  MD  21044/301  992-6000 

13 

930 

SANTA  FE  ENERGY  857 

1616  Soulh  Voss,  Houston,  IK  77057/713-783-2401 

817 

706 

11 

357 

REPUBLIC  NEW  YORK        346  179 

452  Eihh  Ave,  New  York,  NY  10018/212  525  5000 

57 

3 

801 

ROYAL  APPLIANCE  MFG.     902  745 

650  Alpho  Dr,  Clevelond,  OH  44143/216449-6150 

980 

6 

362 

SANTA  FE  PACIFIC            364  363 

1700  Eosi  Coll  Rd,  Schoumburg,  IE  60173/708  995  6000 

286 

23 

TH[  M  mm\  IT  MAKES  ft  FflSlN  STATEMENT  ftll  BY  ITSELF. 

CROSS 

SINCE 

Unql'estioned  Lifetime  Mechanical  Guarantee. 
Ball-point  Pen,  Pencil  Or  Rolling  Ball.  Suggested  Retail  Prices  Start  At  122.50. 
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51 

SARA  LEE                        57  47 

Thiee  First  Nalional  Plozo,  Chicogo,  IL  60602/312726-2600 

180 

10 

712 

SIGNET  BANKING             536  909 

Seven  North  Eighth  Si,  Richmond,  VA  23219/804-747-2000 

152 

3 

825 

STANHOME                    711  600 

333  Western  Ave,  Westfield,  MA  01085/413-562-3631 

867 

6 

931 

SAVANNAH  FOODS            561  647 

Iwo  EosI  eiyon  Si,  Sovonnoh,  GA  3M02/912  234  1261 

862 

10 

552 

SILICON  GRAPHICS           743  666  767 

2011  North  Shoreline  Blvd,  Mountain  View,  CA  94039/415  960-1980 

18 

358 

STANLEY  WORKS              413  365 

1000  Stanley  Dr,  New  Britoin,  0  06053/203-225-5111 

569 

15 

859 

SBARRO                       930  792 

763  lo[kfield  Rd,  Commotk,  NY  11725/516J6M200 

970 

14 

541 

SMITH'S  FOOD  S  DRUG      381  599  650 

1550  South  Redwood  Rd,  Soli  Loke  Cily,  UF  84104/801-974  1400 

10 

918 

STAPLES                       783  858 

100  Pennsylvonio  Ave,  Fiomingham,  MA  0I701/50S-37M500 

919 

21 

440 

SCANA                          576  265 

1426  Mom  Si,  Columbia,  SC  29218/803  748-3000 

378 

24 

661 

SMUCKER  (J.M.)             818  691 

Slrowbercy  lone,  Octville,  OH  44667/216-682-3000 

929 

10 

695 

STAR  BANC                    733  482 

425  Walnut  St,  Cincinnati,  OH  45202/513^324000 

239 

3 

76 

SCECORP                      122  45 

2244  Wnlnul  Giove  A«e,  Roiemeod,  CA  91770/818-302  1212 

94 

24 

433 

SNAP-ON  TOOLS              644  453 

2801  80th  SI,  Kenosho,  Wl  53141/414-656  5200 

705 

15 

338 

STATE  STREET  BOSTON       526  269 

225  fronklin  St,  Boston,  MA  02110/617  786-3000 

108 

3 

53 

SCHERING-PLOUGH           247  55 

One  Cirnldo  Fotms,  Modison,  NJ  07940/201-822  7000 

342 

12 

397 

SOCIETY                       468  231 

800  Superroc  Ave,  Clevelond,  OH  44114/216-689  3000 

107 

3 

696 

STEWART  &  STEVENSON     724  704 

2707  North  Loop  West,  Houston,  IX  77008/713-868-7700 

871 

15 

44 

SCHLUMBERGER               156  42 

277  Pork  Ave,  New  York,  NY  10172/212-350-9400 

229 

11 

517 

SONAT                         513  431 

1900  Fihh  Ave,  North,  Birmingham,  Al  35203/205  325  3800 

383 

24 

381 

STONE  CONTAINER            176  921 

150  North  Michigan  Ave,  Chicago,  IL  60601/312  346-6600 

228 

7 

469 

SCHULMAN  (A.)               713  627 

3550  West  Morkel  Si,  Akion,  OH  44333/216-666  37S1 

879 

4 

418 

SONOCO  PRODUCTS           443  368 

North  Second  Si,  Hortsville,  SC  29550/803  383  7000 

662 

7 

987 

STOP  S  SHOP                 183  762 

60  lamponelli  Dr,  Broinlree,  MA  02184/617-380-8000 

487 

10 

518 

SCHWAB  (CHARLES)          688  564 

101  Monlgomery  Si,  Son  Fian(iS(0,  CA  94104/415  627  7000 

300 

17 

741 

SOTHEBY'S  HOLDINGS        907  787 

1334  York  Ave,  New  York,  NY  10021/212-606-7000 

812 

21 

283 

STORAGE  TECHNOLOGY       477  376 

2270  South  88lh  St,  Louisville,  CO  80028/303-673-5151 

550 

18 

599 

SCIMED  LIFE  SYSTEMS       948  722 

6655  Wedgwood  Rd,  Mople  Grove,  MN  55369/612420-0700 

964 

12 

69 

SOUTHERN                      116  33 

64  Perimeter  Center  East,  Allonto,  GA  30346/404-393-0650 

79 

24 

565 

STRATUS  COMPUTER         829  561 

55  Foirbonks  Blvd,  Morlboro,  MA  01752/508460^2000 

878 

18 

238 

SCOTT  PAPER                 188  932 

Scon  PIczo,  Philodelphio,  PA  19113/215-522  5000 

245 

19 

978 

SOUTHERN  INDIANA  G&E     879  646 

20  NW  fourth  St,  Evansville,  IN  47741/8124644669 

751 

24 

482 

STRIDE  RITE                  770  480 

Five  Cambridge  Center,  Cambridge,  MA  02142/617491-8800 

902 

6 

394 

SCRIPPS  (E.W.)              539  490 

1100  Cenlrol  Trust  Tower,  Cincinnati,  OH  45202/513-977  3000 

551 

20 

392 

SO.  NEW  ENGLAND  TEL.      461  296 

227  Church  St,  New  Hoven,  0  06506/203-771-5200 

362 

22 

909 

STRUCTURAL  DYNAMICS     956  823 

2000  Eostmon  Dr,  Milford,  OH  45150/513-576-2400 

977 

18 

607 

SEAGATE  TECHNOLOGV       332  896 

920  Disc  Dr,  Scorn  Volley,  CA  95067/408438-6550 

541 

18 

796 

SOUTHLAND                    119  917 

2711  North  Haskell  Ave,  Dallas,  T>  75204/214-828-7011 

419 

10 

402 

STRYKER                      861  694 

2725  foirfield  Rd,  Kalomoioo,  Ml  49002/616  385-2600 

936 

12 

975 

SEALED  AIR                   835  832 

Pork  80  Eost,  Soddle  Brook,  NJ  07662/201-791-7600 

923 

15 

642 

c  n  II  T  U  T  n  II  t  T                             O  1  )flA 

420  North  20th  St,  Sirminghom,  41  35203/205-254-5000 

f  7  1 
1  /  1 

3 

129 

STUDENT  LOAN  MKTG.        275  125 

1050  JeHcison  St  NW,  Woshington,  DC  20007/202  333^000 

35 

17 

38 

SEARS,  ROEBUCK                6  26 

Seors  Tower,  Ctiicogo,  IL  60684/312-875-2500 

10 

8 

441 

SOUTHWEST  AIRLINES        533  749 

2702  Love  Field  Dr,  Dallas,  TX  75235/214-9044000 

528 

23 

257 

SUN                             63  954 

1801  Market  St,  Philodelphio,  PA  19103/215-293-6000 

220 

11 

168 

SECURITY  PACIFIC            102  992 

333  South  Hope  St,  los  Angeles,  CA  90071/213^34«>211 

18 

3 

30 

SOUTHWESTERN  BELL          97  24 

One  Bell  Center,  St  Louis,  MO  63101/314  235-9800 

76 

22 

252 

SUN  MICROSYSTEMS          256  203 

2550  Gorcio  Ave,  Mountoin  View,  CA  94043/415  96H300 

454 

18 

775 

SENSORMATIC                  901  740 

500  NW  12tli  Ave,  Deerfield  Beoch,  Ft  33442/305427-9700 

860 

9 

529 

SOUTHWESTERN  PS           703  327 

600  South  Tyler  Si,  Amorillo,  Tl  79101/806-378-2121 

556 

24 

450 

SUNDSTRAND                  454  330 

4949  Hairison  Ave,  Rockford,  IL  61108/815-226-6000 

547 

1 

507 

SERVICE  CORP.  INTL.        737  451 

1929  Allen  Pkwy,  Houston,  FX  77019/713-522  5141 

485 

21 

968 

SPI  PHARMACEUTICALS      922  789 

3300  Hylond  Ave,  Coslo  Meso,  CA  92626/714-54SO100 

927 

12 

164 

SUNTRUST  BANKS             267  116 

25  Pork  Ploce  NE,  Allonto,  CA  30302/404-588-^11 

48 

3 

676 

SERVICE  MERCHANDISE       261  436  533 

7100  Service  Merchondise  Or,  Brentwood,  FN  37027/615-660  6000 

8 

768 

SPIEGEL                       411  828 

1515  West  22nd  St,  Ook  Brook,  11  60522/708-986-8800 

546 

8 

384 

SUPER  VALU  STORES           79  192 

11840  Volley  View,  Eden  Proirie,  MN  55344/612-8284000 

431 

10 

472 

SHAW  INDUSTRIES           465  671 

616  Eost  Wolnul  Ave,  Oolton,  GA  30720/404-278-3812 

732 

15 

808 

SPRINGS  INDUSTRIES         424  746 

205  North  While  St,  Fort  Mill,  SC  29715/803-547  3780 

630 

15 

523 

SURGICAL  CARE              946  803 

102  WoodmonI  Blvd,  Nashvrlle,  FN  37205/615  385-3541 

959 

12 

624 

SHAWMUT  NATIONAL         367  962 

777  Moin  Si,  Hartford,  0  06115/203  728-2000 

81 

3 

169 

SPRINT                        106  118 

2330  Shownee  Mission,  Weslwood,  KS  66205/913-624-3000 

164 

22 

666 

SYMANTEC                      942  830 

10201  Torre  Ave,  Cupertino,  CA  95014/408  253-9600 

988 

18 

312 

SHERWIN-WILLIAMS          345  287 

101  PtospeclAve,  Clevelond,  OH  44115/216  566  2000 

562 

13 

539 

ST.  JOE  PAPER               768  743 

1650  Prudenliol  Dr,  Jacksonvrlle,  fl  32207/904  396  6600 

615 

7 

992 

SYMBOL  TECHNOLOGIES      882  781 

116  Wilbui  Ploce,  Bohemio,  NY  11716/516  563  2400 

899 

18 

601 

SHONEY'S                     622  652 

1727  Elm  Hill  Pike,  Hoshville,  FN  37210/615-391 5201 

863 

14 

367 

ST.  JUDE  MEDICAL            929  403 

One  lillehei  Ploio,  St  Poul,  MN  55117/612483  2000 

882 

12 

550 

SYNERGEN                      996  885 

1885  33id  St,  Boulder,  CO  80302/303  938-6200 

886 

12 

959 

SHOPXO  STORES              476  565 

700  Pilgrim  Way,  Green  Bay,  Wl  54307/414496-4158 

723 

8 

256 

ST.  PAUL                      218  103 

385  Washington  St,  St  Paul,  MN  55102/612  221  7911 

126 

17 

.886 

SYNOVUS  FINANCIAL          811  634 

901  Front  Ave,  Columbus,  GA  31901/404-649-2387 

339 

3 

902 

SIERRA  PACIFIC              821  586 

6100  Neil  Rd,  Reno,  NV  B9512/702-689  3600 

611 

24 

876 

STANDARD  FEDERAL  BANK  649  481 

2600  Wesi  Big  Beover  Rd,  Troy,  Ml  48084/313-637  2500 

184 

17 

57 

SYNTEX                         414  99 

3401  Hillview  Ave,  Polo  Alto,  CA  94304/415-855-5050 

430 

12 

347 

SIGMA-ALDRICH              761  423 

3050  Spruce  Si,  Si,  Louis,  MO  63103/314-771-5765 

807 

12 

!  954 

STANDARD  REGISTER         719  700 

600  Albany  St,  Dayton,  OH  45408/513443-1000 

843 

18 

191 

SYSCO                           113  234 

1390  Enclove  Pkwy,  Houston,  FX  77077/713-584-1390 

464 

10 
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»71 

SYSTEM  SOFTWARE           945  802 

500  Wetl  MGditon  Si,  Chicogo.  IL  60661/312  641  2900 

975 

18  i 

249 

TORCHMARK                  421  165 

2001  Third  Ave  South,  Biiminghom,  AL  35233/205  3254200 

259 

17  1 

461 

UNISYS                        109  998  .206 

Township  Line  S  Union  Meeting  Rds.  Blue  Bell.  PA  19424/215  9B640II 

18 

4- 

675 

TOSCO                          409  441 

72  Cummings  Poinl  Rd,  Stomford,  0  06902/203  977  1000 

695 

11  i 

973 

UNITED  ASSET  MGMT.        921  768 

One  Inlernolional  Ploce,  Boston,  MA  02110/617-330-8900 

847 

17 

T 

67 

TOYS  R'  US                   158  126 

461  From  Rd,  Paramus,  NJ  07652/201  262  7800 

301 

8 

294 

UNITED  HEALTHCARE         666  444 

9900  Bren  Rood  Eost,  Minnelonko,  MN  55343/612-936  1300 

804 

12 

167 

T'  MEDICAL                   949  639 

1121  Aldetmon  Or,  Alphorello,  C*  30202/404442  2160 

942 

12  i 

233 

TRANSAMERICA               136  351 

600  Montgomery  Si,  Son  Froncisco,  U  94111/415-9834000 

50 

17 

982 

UNITED  ILLUMINATING       722  572 

80  lemple  >1,  New  noven,  tl  U6!)Uo/zOj-/o/  //UU 

465 

24 

192 

TAMBRANDS                  730  428 

777  Weilthesler  Ave,  While  Ploini,  NY  10604/914-696  6000 

880 

6  i 

700 

TRANSATLANTIC  HOLDINGS  751  467 

80  Pine  St,  New  York,  NY  10005/212  770  2000 

472 

17 

674 

UNITED  INVESTORS  MGMT.  883  477 

2001  Third  Ave  South,  Birminghom,  AL  35233/205-325-4200 

632 

17 

i06 

TANDEM  COMPUTERS         420  930 

19333  VpIIco  Pkwy,  Cupertino,  CA  95014/408-725-6000 

512 

18 

925 

TRANSCO  ENERGY            323  958 

2800  Posi  Ook  Blvd,  Houston,  IX  77056/713439  2000 

312 

24 

927 

UNITED  MISSOURI            848  879 

1010  Grond  Ave,  Konsos  City,  MO  64106/816-860-7000 

311 

3 

137 

TANDY                         211  222 

1900  One  Tandy  Center,  fort  Worth,  IX  76102/817-390  3214 

379 

18 

360 

TRAVELERS                     72  136 

One  Towei  Squore,  Hartford,  a  06183/203-277-0111 

26 

17 

116 

UNITED  TECHNOLOGIES        22  996 

One  Fmondal  Plozo,  Hartford,  G  06101/203-728-7000 

103 

1 

>99 

TCA  CABLE  TV                962  856 

3015  SSE  loop  323,  lylei,  IK  75701/903-595-3701 

911 

20 

272 

TRIBUNE                      400  266 

435  North  Michigon  Ave,  Chicago,  IL  60611/312  222-9100 

413 

20 

407 

UNITRIN                        545  273 

One  Eost  Wocket  Or,  Chicogo,  11 60601/312-661-4600 

327 

17 

(53 

TECO  ENERGY                 574  251 

702  North  Fronklin  St,  Tompo,  Fl  33602/813-228-4111 

405 

24 

832 

TRINITY  INDUSTRIES         559  794 

2525  Slemmons  Freewoy,  Dollos,  IX  75207/214-6314420 

696 

23 

656 

UNIVERSAL                    303  468 

1501  North  Hamilton  St,  Richmond,  VA  23230/804-359  9311 

621 

6 

f79 

TECUMSEH  PRODUCTS        565  625 

100  EosI  Patterson  St,  Ie(arnseh,  Ml  49286/517423-8411 

685 

13 

818 

TRINOVA                      449  963 

3000  Slroyer,  Mouinee,  OH  43537/419-867  2200 

680 

15 

688 

UNIVERSAL  FOODS            669  525 

433  test  Michigon  St,  Milwoukee,  W!  53202/414-271-6755 

770 

10 

)61 

TEKTRONIX                    534  604 

14150  SW  Karl  Broun  Dr,  Benverlon,  OR  97077/501427-7111 

710 

9 

516 

TRITON  ENERGY              927  900 

6688  North  Central  Expwy,  Dallas,  TX  75206/214^91  5200 

783 

11 

155 

UNOCAL                         92  455 

1201  West  Fifth  St,  Los  Angeles,  CA  90017/213-977-7600 

179 

11 

20 

TELE-COMMUNICATIONS      242  966 

5619  Die  Pkwy,  £ngle»TOd,  CO  80111/303-267  5500 

132 

20 

288 

TRW                           1  17  955 

1900  Richmond  Rd,  Clevelond,  OH  44124/21t291 7000 

273 

5 

263 

UNOCAL  EXPLORATION       646  259 

1201  West  Fifth  St,  Los  Angeles,  CA  90017/213-977-7600 

513 

11 

181 

TELEDYNE                     280  908 

1901  Ave  ol  the  Stars,  Los  Angeles,  CA  90067/213-277  3311 

548 

5 

181 

TURNER  BROADCASTING     498  619 

One  CNN  Centei,  Atlanta,  GA  30324/404^827  1700 

467 

20 

318 

UNUM                           361  198 

2211  Congress  St,  Portlond,  ME  04122/207  770  2211 

158 

17 

J71 

TELEFLEX                      816  726  859 

630  West  Germontown  Pike,  Plymouth  Meeting,  PA  19462/215-834-6301 

1 

618 

20tli  CENTURY  INDS.        645  303 

6301  Owensmoulh,  Woodland  Hills,  CA  91367/818  704-3700 

610 

17 

101 

UPJOHN                       258  76 

7000  Porloge  Rd,  Kolomozoo,  Ml  49001/616  323-4000 

332 

12 

S22 

TELEPHONE  S  DATA          866  798 

30  North  laSolle  St,  Chicogo,  IL  60602/312-630 1900 

612 

22 

419 

TYCO  LABORATORIES         291  356 

One  Tyco  Pork,  Exelei,  NH  03833/603-778-9700 

443 

15 

46 

us  WEST                        81  71 

7800  East  Orchord  Rd.  Englewoorf.  CO  80111/303-793-6500 

65 

22 

^62 

TEMPLE-INLAND              349  270 

303  South  Temple  Dr,  Diboll,  TX  75941/409-829-5511 

174 

7 

326 

TYSON  FOODS                  232  254 

2210  Ooklown  Di,  Spiingdole,  AR  72765/501-7564000 

429 

10 

711 

USAIR  GROUP                 147  976 

2345  Crystal  Dr,  Arlington,  VA  22227/703418-7000 

237 

23 

161 

TENNECO                       46  990 

1010  Milom  Si,  Houston,  TX  77002/713-757-2131 

92 

5 

i 

738 

USFSO                         223  956 

100  Light  St,  Boltimore,  MD  21218/301 547  3000 

114 

17 

897 

TERADYNE                    802  818 

321  Harrison  Ave,  Boston,  MA  02118/617-482-2700 

866 

9 

V 

802 

USLIFE                         518  443 

125  Moiden  Lone,  New  York,  NY  10038/212-709-6000 

290 

17 

41 

TEXACO                         13  20 

2000  Westchester  Ave,  While  Ploins,  NY  10650/914-2534000 

67 

11 

364 

U.S.  BANCORP                401  207 

111  SW  Fifth  Ave,  Portland,  OR  97204/503-275-6111 

89 

3 

130 

UST                           637  156 

100  WesI  Putnam  Ave,  Greenwich,  Q  06830/203  661-1100 

781 

6 

268 

TEXAS  INSTRUMENTS         138  984 

13510  North  Central  Expwy,  Dallos,  TX  75243/214-995-5550 

299 

9 

826 

U.S.  BIOSCIENCE             999  883 

100  From  SI,  West  Conshohocken,  PA  19428/215-832  0570 

986 

12 

128 

USX-MARATHON  CROUP       45  934 

600  GronI  Si,  Pittsbuigh,  PA  15219/412433-1121 

143 

11 

88 

TEXAS  UTILITIES              190  975 

2001  Biyan  Si,  Dnilos,  TX  75201/214-8124600 

90 

24 

569 

U.S.  CELLULAR               973  906 

8410  WesI  Bryn  Mowr,  Chicogo,  IL  60631/312  399  8900 

793 

22 

498 

USX-U.S.  STEEL  GROUP      192  985 

600  Grant  St,  Pittsburgh,  PA  15219/412433-1121 

275 

16 

236 

TEXTRON                      118  142 

40  Westminster  Si,  Providence,  Rl  02903/401421-2800 

105 

5 

230 

U.S.  HEALTHCARE            438  243 

980  Jolly  Rd,  Blue  Bell,  PA  19422/215-62M800 

750 

12 

628 

UTILICORP  UNITED           599  450 

911  Main  Si,  Kansas  City,  MO  64105/816421-6600 

447 

24 

S80 

THERMO  ELECTRON           685  578 

81  Wymon  Si,  Walthom,  MA  02254/617-622 1000 

673 

9 

809 

U.S.  SHOE                     324  910 

One  Eostwood  Di,  Cincinnati,  OH  45227/513^527  7000 

655 

8 

B38 

THERMO  INSTRUMENT        870  767 

504  Airport  Rd,  Sonio  Fe,  NM  87504/505471-3232 

827 

9 

145 

U.S.  SURGICAL               668  387 

150  Glovei  Ave,  Noiwolk,  a  06856/203-845  1000 

753 

12 

L 

590 

THOMAS  S  BETTS            777  570 

1001  Fionlier  Rd.  Bridgewoler,  NJ  08807/908  685  1600 

796 

9 

211 

UAL                             66  979  191 

1200  East  Algonquin  Rd,  Elk  Ciove  Twp,  IL  60007/708  9524000 

23 

540 

VALERO  ENERGY              613  355 

530  McCullough  Ave,  Son  Antonio,  TX  78215/512  246-2000 

585 

11 

745 

TIFFANY                       809  706 

727  Fitth  Ave,  New  York,  NY  10022/212  755-8000 

874 

8 

710 

UJB  FINANCIAL               546  785 

301  Cornegie  Center,  Princeton,  NJ  08543/609  987  3200 

122 

3 

805 

VALHI                         693  807 

5430  LBJ  Fieewoy,  Dallos,  TX  75240/214  233 1700 

654 

5 

70 

TIME  WARNER                 62  948 

75  Rockeleller  Ploio,  New  York,  NY  10019/212484-8000 

68 

20 

576 

UNIFI                          695  669 

7201  WesI  Fiiendly  Rd,  Gieensboio,  NC  27410/919  2944410 

825 

15 

781 

VALLEY  NATIONAL            581  683 

241  North  Central  Ave,  Phoenix,  A2  85001/602  221 2900 

160 

3 

180 

TIMES  MIRROR                246  411 

220  West  First  St,  Los  Angeles,  CA  90012/213-237  3700 

341 

20 

823 

UNION  BANK                  462  375 

350  Colilornia  St,  Son  Francisco,  CA  94104/415445-0200 

96 

3 

\  771 

VALSPAR                      739  732 

1101  Third  SI  South,  Mmneopolis,  MN  55415/612  332  7371 

907 

13 

739 

TIMKEN                        460  916 

1835  DuebeiAveSW,  Conlon,  OH  44706/216438-3000 

536 

15 

214 

UNION  CAMP                   299  300 

1600  Valley  Rd,  Woyne,  NJ  07470/201-628  2000 

314 

19 

;  867 

VALUE  CITY  DEPT.  STORES  742  747 

3241  Westemlle  Rd,  Columbus,  OH  43224/6144714722 

930 

8 

536 

TJX                            320  471 

770  Cochituote  Rd,  Fromingham,  MA  01701/50t390-3000 

67" 

8 

i  242 

UNION  CARBIDE               191  952 

39  Old  Ridgebuiy  Rd,  Oonbuiy,  0  06817/203  794-2000 

292 

4 

:  751 

VANGUARD  CELLULAR        984  913 

2002  Pisgoh  Chuich  Rd,  Greensboro,  NC  27408/919  282  3690 

932 

22 

946 

TOKOS  MEDICAL              968  860 

1821  EosI  Oyer  Rd,  Santo  Ano,  CA  92705/714474 1616 

990 

12 

UNION  ELECTRIC               394  130 

1901  Chouteau  Ave,  Si  Louis,  MO  63103/31U21-3222 

271 

24 

\  ?31 

VARIAN  ASSOCIATES          524  550 

3050  Hansen  Way,  Polo  Alto.  CA  94304/4154934000 

715 

9 

755 

TOOTSIE  ROLL  INDUSTRIES  932  754 

7401  South  Cicero  Ave,  Chicogo,  11 60629/312-838-3400 

956 

10 

UNION  PACIFIC                130  493 

Eighth  S  Eaton  Aves,  Bethlehem,  PA  18018/215-861 3200 

125 

23 

i  942 

VENTURE  STORES             488  629 

2001  East  Terra  Lone,  O'Follon,  MO  63366/314-281-5500 

824 

8 

743 

TOPPS                         890  538 

254  36lh  St,  Biooklyn,  NY  11232/718-768-8900 

978 

20 

i  465 

UNION  TEXAS  PETROLEUM  597  151 

1330  Post  Oak  Blvd,  Houston,  IX  77056/7m23-6544 

468 

11 

:  890 

VERIFONE                      940  816 

Three  Logoon  Dr,  Redwood  City,  CA  94065/415-591-6500 

954 

18 
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324  VF  300  23S  483  6 

1047  North  Park  U,  WyomiHinj,  PA  19610/215  378  1151 

193  VIACOM  437  920  330  20 

1515  Brood»oy,  New  York.  NV  10036/212  258^000 

803  VICOR  989  849  991  9 

23  Fronlage  Sri,  Andover,  MA  01810/508^(702900 

554  VONS  178  488  534  10 

618  Mitliillindo  Ave,  Artodio,  CA  91007/818-821-7000 

484  VULCAN  MATERIALS  614  551  678  13 

One  Merroplei  Or,  Birmingham,  AL  35209/205-877  3000 


IV 


812  WABAN  312  719 

One  Mcrrer  Rd,  Nolkk,  MA  01760/508  651  6500 

160  WACHOVIA  288  178 

301  North  Moin  St,  Winslon  Salem,  N(  27102/919  770^5000 

4  WAL-MART  STORES  10  9 

702  SW  [ighlh  Si,  Benlonville,  AR  72712/501  273^000 

182  WALGREEN  133  204 

200Wilmol  Rd,  Deerfield,  II  60015/708-940^2500 

891  WALLACE  COMPUTER         817  670 

4600  West  Roosevelt  Rd,  Hillside,  11 60162/708^(49-8600 

582  WANG  LABORATORIES        419  982 

One  Induslriol  Ave,  Lowell,  MA  01851/508  459  5000 

80  WARNER-LAMBERT  185  268 

201  lobor  Rd,  Moms  Ploins,  NJ  07950/201 540  2000 

694  WASHINGTON  FEDERAL  SSL  893  448 

425  Pike  St,  Seattle,  WA  98101/206  624-7930 

819  WASHINGTON  GAS  LIGHT    715  577 

1100  H  St  NW,  Woshinglon,  DC  20080/703  75O4440 

274  WASHINGTON  POST  519  310 

1150  ISlh  St  NW,  Woshmgton,  DC  20071/202  334-6000 

725  WASHINGTON  WATER         775  466 

East  1411  Mission  Ave,  Spokane,  WA  99202/509  489  0500 

25  WASTE  MANAGEMENT         120  58 

3003  Butterlield  Rd,  Oak  Brook,  IL  60521/708  572  8800 

816  WATTS  INDUSTRIES  856  685 

815  Chestnut  St,  North  Andover,  MA  01845/508  688-1811 

752  WAUSAU  PAPER  MILLS       864  682 

One  Clark's  Islond,  Woosou.  Wl  54402/715  845^5266 

936  WEINGARTEN  REALTV         979  822 

2600  Citadel  Pia;o  Or,  Houston,  Dl  77008/713-866-6000 

558  WEIS  MARKETS  540  419 

1000  South  Second  Si,  Sonbury,  PA  17801/717  286^571 

986  WELLFLEET  COMMUNS.       988  862 

15  Crosby  Or,  Bedlord,  MA  01730/617  275  2400 

653  WELLMAN  683  595 

1040  Broad  Si,  Shrewsbury,  NJ  07702/90  8^542  7300 

228  WELLS  FARGO  164  800 

420  Montgomery  St,  San  Froncisco,  CA  94163/415j(77  1000 


738  8 

52  3 

106  8 

473  12 

855  18 

623  18 

359  12 

397  17 

666  24 

579  20 

577  24 

144  21 

850  15 

940  19 

857  13 

757  10 

992  18 

718  4 

24  3 


551  WENDY'S  INTERNATIONAL   603  554 

4288  West  Dublin^ronville,  Dublin,  OH  43017/614-764  3100 

964  WESCO  FINANCIAL  959  718 

315  Eosl  Colorado  Blvd.  Pasodeno,  CA  91101/818^49  2345 

955  WEST  ONE  BANCORP         797  631 

101  South  Capitol  Blvd,  Boise,  ID  83702/208-383  7000 

622  WEST  POiNT-PEPPERELL     567  894 

233  South  Worker  Or,  Chicago,  IL  60606/312  876  1724 

103  WESTINGHOUSE  ELECTRIC     55  997 

II  Slonwn  St,  Pittsburgh,  PA  15222/412  244-2000 

907  WESTMARK  INTL.  805  796 

701  Fihh  Ave,  Seattle,  WA  98104/206-682  6800 

340  WESTVACO  377  257 

299  Pork  Ave,  New  York,  NY  10171/212^88  5000 

991  WETTERAU  166  563 

8920  Persholl  Rd,  Hoiclwood,  MO  63042/3R524-5000 
105  WEVERHAEUSER  108  950 

loromo,  WA  9  8477/  20  6^924^2345 

278  WHEELABRATOR  569  294 

3003  Bultcifield  Rd,  Oak  Brook,  It  60521/708  572^800 

255  WHIRLPOOL  140  226 

2000  M  63,  Benlon  Harbor,  Ml  49022/616-926  5000 

453  WHITMAN  362  421 

3501  Algonquin,  Rolhng  Meadows,  IL  60008/703  818  5000 

382  WILLAMETTE  INDUSTRIES    404  590 

1300  SW  Fihh  Ave,  Porllond,  OR  97201/503-227  5581 

464  WILLIAMS  392  326 

One  Willmms  Center,  Tulso,  OK  74172/918-588-2000 

670  WILMINGTON  TRUST  838  463 

Rodney  Sguoce  North,  Wilmmglon,  D£  19890/302-651 1000 

248  WINN-DIXIE  STORES  84  221 

5050  Edgewood  Court,  Jotksonville,  FL  32205/904-783-5000 

313  WISCONSIN  ENERGY  485  208 

231  West  Mirhigon  Si,  Milwaukee,  Wl  53201/414-221  2345 

870  WISCONSIN  PS  749  544 

700  North  Adoms  Si,  Green  Boy,  Wl  54301/414433-1598 

613  WITCO  463  449 

520  Modison  Ave,  New  York,  NY  10022/212  605  3800 

204  WOOLWORTH  88  923 

233  Broodwoy,  New  York,  NY  10279/212  553  2000 
509  WORTHINGTON  INDUSTRIES  641  585 

1205  Dearborn  Or,  Columbus,  OH  43085/614438-3210 

704  WPL  HOLDINGS  734  473 

222  West  Woshmgton  Ave,  Modison,  Wl  53701/608-252-3311 

269  WRI6LEY  (WM.)  JR.  575  285 

410  North  Michigan  Ave,  Chicogo,  II 60611/312-644-2121 


712  14 

716  17 

280  3 

457  15 

86  9 

849  12 

372  19 

627  10 

98  19 

425  24 

258  6 

484  5 

470  19 

335  24 

340  3 

527  10 

367  24 

677  24 

649  4 

283  8 

799  16 

607  24 

790  10 


xyz 


842  XILINX  960  782  974  9 

2100  logic  Dc,  Son  Jose,  CA  95124/408-559  7778 

984  XOMA  995  914  971  12 

2910  Seventh  Si.  Berkeley,  CA  94710/510-644-1170 

677  YELLOW  FREIGHT  SYSTEM   368  750  672  23 

10990  Roe  Ave,  Overlond  Pork,  KS  66207/913  345-3000 

668  YORK  INTERNATIONAL        459  842  644  13 

631  South  Richlond  Ave,  York,  PA  17403/717-771-7890 


BUSINESS  WEEK 
APRIL  3,  1992  *3259 
ISSN  0007-7135 


100  XEROX  33    96  56 

800  Long  Ridge  Rd,  Stamford,  0  06904/203  968  3000 


Published  weekly,  except  for  one  issue  in  January, 
by  McGraw-Hill,  Inc.  Founder:  James  H.  McGraw 
(18(5(1-1948). 

Executive,  Editorial,  Circulation,  and  Advertising 

Offices:  McGraw-Hill  Building,  1221  Avenue  of  the 

America-s,  New  York,  N.  Y.  10020. 

Telephone:  (212)  512-2000.  Domestic  Telex:  12-7960; 

International  Telex:  23236.5;  Cable:  McGraw-Hill 

New  York;  TWX:  710-581-4879. 

U.  S.  subscription  rale  $44.95  per  year;  2  years, 

$74.95;  3  years,  $99.95. 

Single  copies,  $2.50.  Write  for  lates  in  other  coun- 
tries. 

Business  Week  Subscriber  Services:  l-800-a35-1200. 

PHOTOCOPY  PERMISSION:  Where  necessary,  per- 
mission Ls  granted  by  the  copyright  owner  for  those 
registered  with  the  Copyright  Clearance  Center 
(CCC),  27  Congress  St.,  Salem,  Mass.  01970.  to  pho- 
tocopy any  article  herein  for  the  flat  fee  of  $1.50  per 
copy  of  each  article.  Send  payment  to  the  CCC. 
(Copying  for  other  than  personal  or  internal  reference 
use  without  exi^ress  permission  of  McGraw-Hill  is 
prohibited.  Address  requests  for  customized  bulk 
reprints  to  Business  Week  Reprints,  P.  0.  Box  457, 
Hightstown,  N.  J.  08520,  or  call  609  426-5494.  ISSN 
0(X)7-7135/91/$2..50 

European  Circulation  Center,  McGraw-Hill  House, 
Maidenhead,  Berks,  England.  Telephone:  (0628) 
23431;  Telex:  848640. 

Postmaster:  Please  send  address  changes  to 
BUSINESS  WEEK,  R 0.  Box  430.  Hightstijwn.  N.J. 
08520.  Second-class  postage  paid  at  New  York,  N.  Y, 
and  at  additional  mailing  offices.  Postage  paid  at 
Montreal,  P.  Q.  Registration  Number  9010.  Regis- 
tei-ed  for  GST  as  McGraw-Hill,  Inc.  GST 
#R12;3075673.  Copyright  ©  1992  by  McGraw-Hill 
Inc.  All  rights  reserved.  Title  registered  in  U.  S. 
Patent  Office. 

Officers  of  McGraw-Hill,  Inc.:  Joseph  L.  Dionne, 
Chairman,  I^esident,  and  Chief  Executive  Officer; 
Rntert  N.  I^ndes,  Elxecutive  Vice-President.  General 
Counsel,  and  Secretary;  Harold  W.  McGraw,  III, 
Executive  Vice-President;  FYank  D.  Penglase,  Senior 
Vice-President,  Ti-easury  Operations. 


226  THE  1992  BUSINESS  WEEK  1000 


rmrIA  &  TUKK  .In,  AU I buyTng 

ESS  WEEK 


TUUK  IAA» 


AND  BEYOND 


nes 


6,  1992 


A  McGRAW-HILL  PUBLICATION 


NDUSTRIAL 


'he  very  phrase  rattles  the 
seth.  It  implies  bureaucracy, 
t  suggests  government  will 
ick  winners  and  losers.  Done 
adly,  it  would  certainly  hurt 
America.  But  with  the 
old  war  over  and  a 
;lobal  economy 
aking  shape, 
America  needs 
0  shore  up  its 
ompetitiveness. 
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dRLINGAME 
R  \  7  'COO 
UBRARY 

How?  Certainly,  by  investing  in 
education  and  infrastructure. 
But  that's  not  enough.  We  must 
recharge  the  ''knowledge 
base'— the  basic  science  and 
technology  that  are 
the  foundation  of 
an  advanced 
industrial 
society.  Perhaps 
we  should  call  it 
a  growth  policy. 

PAGE  70 
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The  affordable  power  so 
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itel 


Today's  user-friendly  software  demands  a 
lot  of  power  to  really  be  friendly.  And 
now  you  can  give  it  the  Intel486"  power 
it  needs  for  a  friendly  price. 
With  an  Intel486  microprocessor  inside,  you  can  take 
full  advantage  of  today's  graphical  software.  In  fact, 


where  other  systems  get  bogged  down, 
like  running  multiple  Windows*  applica-! 
tions  simultaneously,  the  Intel486  CPU 
powers  through  these  kinds  of  challeng- 
ing operations  easily. 

Plus,  the  Intel486  CPU  will  keep 


Intel486,  i486.  i386  and  the  Intel  Inside  logo  arc  trademarks  of  Intel  Corporation.  ©1992  Intel  Corporation  The  chart  is  Byte  Magazine's  Excel  3  0  for  Windows  benchmark. 
*A1I  product  names  are  trademarks  of  their  respective  manufacturers 


I 


3  for  today's  software. 


crating  the  power  you  need  beyond  today.  Because  new  standard  in  desktop  computing — the  Intel486  family, 

next  generation  of  operating  system  software — like  And  plug  your  software  into  a  real  power  source, 
idows  NT:  OS/2:  Solaris*  and  NextStep/486  — also 
ds  the  power  of  the  i486  CPU. 
Ready  to  get  the  most  out  of  your  windowing  soft- 

■e?  Then  call  (800)  228-4549  for  a  free  brochure  on  the  The  Computer  Inside." 
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INDUSTRIAL  POLICY 

Those  t  wo  words  are  among  the 
most  contentious  in  Corporate 
America.  But  call  it  what  you  will,  a 
plan  to  nurture  growth  is  sorely 
needed  to  reverse  two  decades  of 
dismal  productivity.  Not  capital,  not 
resources,  but  knowledge  is  the  new 
king.  To  create  that  commodity  and 
transform  it  into  new  technologies,  a 
key  player  is  needed:  Government 
A  FRIEND  IN  PENNSYLVANIA 
How  government  aids  small  business 
BUSINESS  WEEK/HARRIS  POLL 
Time  for  Uncle  Sam  to  pitch  in? 


Top  of  the  News 


20 


22 


THE  REICHMANNS  ARE  DEALING 

Creditors  are  closing  in,  but  Olympia 
&  York  still  holds  some  high  cards 

A  HIGH-TECH  BRAWL 

Bush  is  caught  between  makers  of 
computers  and  screens 


COMMENTARY 

No  one  is  laughing  at  'Governor 
Moonbeam'  now 

24  BORLAND'S  NIGHTMARE 

Archrival  Microsoft  has  invaded  its 
data-base  turf 

25  A  LUCKY  BIOTECH  BABY 

ARIAD  is  the  biggest  startup  of  its 
kind  ever.  Canny  marketing  helped 

26  PERELMAN'S  PROGRESS 

The  bustling  IPO  market  has  helped 
the  Revlon  chairman  slash  debt 

28  PRICEY  SALT  WATER 

Following  the  Dow  Corning  uproar, 
implant  makers  are  hiking  prices 

29  GIVING  AMERICANS  THE  GATE 

France  seeks  to  restrict  U.  S.  flights 

30  TUSSLE  OVER  TRUCKING 

A  push  to  deregulate  in-state  trips 

34  CAN  ETHICS  BE  TAUGHT? 

Harvard  business  school  is  trying 
36  IN  BUSINESS  THIS  WEEK 

IBM,  Buffett's  successor  at  Salomon, 
Kerkorian  and  Chrysler,  offbeat 
college  scholarships,  PCBs 


International  Business 


42  CHINA 

Coastal  Guangdong  province  is 
producing  textiles,  machinery — and 
a  good  example  for  the  nation 

44  GERMANY 

Banks  can  legally  launder  money — 
and  they're  doing  so,  by  the  suitcase 

47  INTERNATIONAL  OUTLOOK 

Why  Italy's  political  mess  really 
matters  this  time 

Economic  Analysis 

12  ECONOMIC  VIEWPOINT 

Blinder;  Don't  blame  America's 
trade  problems  on  Japan 

14  ECONOMIC  TRENDS 

Household  income,  mandated  health 
insurance,  Japan's  slump,  consumers 
and  the  weather 

17  BUSINESS  OUTLOOK 

Don't  lose  too  much  sleep  over 
higher  rates  and  a  stronger  dollar 
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SHUTTING  DOWN— WITH  CLASS: 
CM  PLANT  MANAGER  CRAIG  PARR  IS 
CLOSING  HIS  SECOND  FACTORY  AND 
TRYING  TO  KEEP  MORALE  AND 
QUALITY  HIGH  IN  THE  PROCESS 


20   THE  REICHMANNS'  BIG  CHIP: 

THE  TORONTO  MOGULS  NEED  CASH- 
BUT  ARE  BANKERS  INTERESTED  IN  A 
SHARE  OF  THE  UNFINISHED  CANARY 
WHARF  OFFICE  PROJECT? 


64   SHAKING  THE  RAr?S;3;S  AT  BIG  BLUE: 
LUCIE  FJELDSTAD  FOUGHT  PLENTY  OF 
CHAUVINISM  BEFORE  BECOMING  IBM'S 
MULTIMEDIA  WHIZ.  NOW  HER  ENEMY 
IS  A  HIDEBOUND  CORPORATE  CULTURE 


Government 

WASHINGTON  OUTLOOK 

Is  Ross  Perot  after  the  Presidency — 
or  the  President? 

Sports  Business 

A  FRONT-OFFICE  FIRST? 

The  Detroit  Tigers  are  up  for  sale, 
and  Joel  Ferguson,  a  black 
businessman,  wants  to  buy  the  team 

The  Corporation 

HOW  TO  CLOSE  A  PLANT 

As  massive  layoffs  continue,  with  21 
factories  on  the  hit  list,  GM  is 
becoming  skilled  in  the  unhappy  task 

SAM  ZELL  ON  THE  ROPES 

His  Itel  turnaround  turned  sour. 
Now  he  has  to  prove  himself  anew 
with  Carter  Hawley  Hale  and  Revco 

People 

IBM'S  LUCIE  SHOW 
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PRODUCTION 

Change  from  last  week:  0  1  % 
Change  from  lost  year:  2.2% 

1967^100  (four-week  moving  average) 
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Change  from  last  week;  -0.2% 
Change  from  lost  year;  - 1 .9% 
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The  production  index  increased  slightly  during  the  week  ended  Mar,  14.  On  a 
seasonally  adjusted  basis,  output  of  trucks  and  electric  power  was  up  sharply,  and 
crude-oil  refining,  coal,  and  lumber  production  increased  as  well.  Steel,  auto, 
poperboord,  and  paper  production  fell-  Rail-freight  traffic  wos  unchanged  from  the 
week  before  Prior  to  calculation  of  the  four-week  moving  average,  the  index  rose  to 
179.4,  from  176  6, 

BW  production  index  copyright  1992  by  McGraw-Hill  Inc 


The  leading  index  edged  lower  during  the  week  ended  Mar,  14,  as  a  jump  in 
the  index  in  early  February  was  removed  from  the  moving  average.  In  the  latest 
week,  fewer  business  failures  and  improvement  in  the  growth  rote  of  real  estate 
loons  offset  lower  stock  prices  and  deterioration  in  the  growth  rates  of  M2  end 
materials  prices,  Bond  yields  were  virtually  unchanged  Before  calculation  of  the  four- 
week  moving  average,  the  index  rose  to  211,  from  210.6  in  the  previous  week. 
Leading  index  copyrigtil  1  992  by  Center  for  Internotionol  Business  Cycle  Reseorch 


PRODUCTION  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (3/211  Ihous.  of  net  tons 

1,851 

1,782# 

14  5 

AUTOS  (3/211  units 

1 12,520 

109,346r# 

3  5 

TRUCKS  (3/21)  units 

89,255 

84,43  lr# 

45.5 

ELECTRIC  POWER  (3/2 1)  millions  of  kilowott-hours 

53,938 

54,163# 

4  6 

CRUDE-OIL  REFINING  (3/2i|ihous  ofbbl  /day 

13,023 

t2,714# 

2  3 

COAL  (3/14)  tfious.  of  net  tons 

19,057# 

18,592 

-5.2 

PAPERBOARD  (3/14)  tfious  of  tons 

794.7# 

816  3r 

3  9 

PAPER  (3/14)ttious.  oftons 

764. 0# 

778  Or 

5.2 

LUMBER  (3/14)millionsofft. 

518. 4# 

520.4 

4.5 

RAIL  FREIGHT  (3/ 1 4)  billions  of  ton-miles 

20.7# 

20  7 

7.3 

Sources:  Amencon  iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
Americon  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA',  Association 
of  American  Roilroads 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (3/25) 

133 

132 

140 

GERMAN  MARK  (3/25) 

1.65 

1  65 

1  72 

BRITISH  POUND  (3/25) 

1.73 

1  73 

1.73 

FRENCH  FRANC  (3/25) 

5.62 

5  61 

5  83 

CANADIAN  DOLLAR  (3/25) 

1.19 

119 

1.16 

SWISS  FRANC  (3/25) 

1.50 

1.50 

1.46 

MEXICAN  PESO  (3/25) 

3,054 

3,047 

2,980 

Sources:  Major  New  York  bonks  Currencies  expressed 
pound  expressed  in  dollors 

n  units  per  U 

S  dollar,  except  tor  British 

PRICES 

latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (3/25)  S/troyoz. 

341  250 

340.300 

-3.6 

STEEL  SCRAP  (3/24)  #1  fieavy,  $/ton 

89  50 

89.50 

-12  3 

FOODSTUFFS  (3/23)  index,  1967=100 

204  8 

201  2 

-2.2 

COPPER  (3/21)C/lb, 

105  8 

106  1 

-5  9 

ALUMINUM  (3/21)  c/lb. 

60.4 

59.5 

-12  3 

WHEAT  (3/21)  #2  hard,  $/bu. 

4.38 

4.26 

51.6 

COTTON  (3/21)  strict  low  middling  l-l/16in.,  C/lb. 

51.70 

50.50 

-33.2 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Meta/s 
Week,  Kansas  City  market,  Memphis  morket 

Latest 

Week 

%  Change ' 

week 

ago 

year  ago 

STOCK  PRICES  (3/20)  S&P500 

409.24 

405.17 

11.2 

CORPORATE  BOND  YIELD,  Aoa  (3/20) 

8.38% 

8.34% 

-6.6 

INDUSTRIAL  MATERIALS  PRICES  (3/20) 

96  4 

95.7 

0.61 

BUSINESS  FAILURES  (3/i3) 

465 

^  480 

14.8 

REAL  ESTATE  LOANS  (3/i  i)  billions 

$406.6 

$401.8 

-1.5 

MONEY  SUPPLY,  M2  (3/9)  billions 

$3,448.6 

$3,451. 7r 

2.1 

INITIAL  CLAIMS,  UNEMPLOYMENT  (3/7)thous 


433 


460 


-16.6f 


Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commerce  (index;  1980=100),  Dun  &  Brad- 1 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  adjusts  I 
data  on  business  failures  and  real  estate  loans.  I 


MONTHIY  ECONOMIC  INDICATORS 


Latest 
month 

Month 
ago 

%  Change 
year  ago 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Feb)bil 

ions$120.5 

$120.6r 

2.5 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Feb  )  millions 

-$48,759 

-$15,650r 

-86.2 

HOUSING  STARTS  (Feb  )  onnual  rate,  thous. 

1,304 

l,190r 

29.4 

REAL  GROSS  WEEKLY  PAY  (Feb  ) 

$258.77 

$255  60 

14 

Sources:  Commerce  Dept ,  Treasury  Dept.,  BLS 

l!(.M^n'Vil.'hl[fW.]:r^^H^^^HH 

Latest 
week 

Week 
ago 

%  Change 
year  age 

MONEY  SUPPLY,  Ml  (3/9) 

$939.2 

$935.0r 

118 

BANKS'  BUSINESS  LOANS  (3/ii) 

289.8 

290. 8r 

-10.1 

FREE  RESERVES  (3/18) 

322 

847r 

-62.9 

NONFINANCIAL  COMMERCIAL  PAPER  (3/ii) 

139.4 

138.8 

-4.8 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions) 

^hich  are  expressed  for  a 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (3/24) 

3.86% 

4. 1  4% 

6  10% 

PRIME  (3/25) 

6  50 

6.50 

9.00 

COMMERCIAL  PAPER  3-MONTH  (3/24) 

4.32 

4.38 

6  29 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/25) 

4  22 

4  27 

6.31 

EURODOLLAR  3-MONTH  (3/2i) 

4  30 

4  28 

6.35 

Sources:  Federal  Reserve  Boord,  First  Boston 


#Raw  data  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment. 
1  =  Western  Wood  Products  Assn.     2 -Southern  Forest  Products  Assn,     3  =  Free  market  value     NA  =  Not  available     r^ revised     NM  =  Not  meaningful 
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"Whereas  the  Benz... feels  like 
a  mass-produced  car,  the  Bentley 
is  in  a  different  world.  A  world  of 
unmatched  cabin  comfort,  beautiful 
craftsmanship,  superb  quality 
:  materials.  There  is  nothing  in  the 
world  like  a  Turbo  R!' 

Car  Magazine,  November,  1991 


When  Car  Magazine  conducted  its  search        the  tvorhL  under  exceptionally  afford- 


far  the  best  car  in  the  world,  they 
found  that  the  Bentley  Turbo  R  out- 
performed the  cream  of  the  competi- 
tion. May  we  add  that  it's  now  one  of 
the  best  automotive  investments  in 


ROLLS 


ROYCE 


able  sale  and  leasing  terms  being 
offered  on  all  1991  Rolls-Royce  and 
Bentley  models.  For  details  -  and  a 
personal  copy  of  the  Car  Magazine 
article  -  please  call  1-313-350-0500. 


The  Rolls-Royce  and  Bentley  limited  edition  sale  or  lease. 


©  Rolls-Royce  Motor  Cars  Inc..  1992.  The 


'"Roll'i-Royce  "  and  "Rentb'y  "  and  badges  are  registered  trademiirk\ 


Elite  4 A 


It  doesn't  take  a  rocket  scientist 
to  know  that  tons  of  paper  will  weigh 
down  your  operations. 


Tons  of  paper  fall  on  your 
business  every  year.  Everybody  talks 
about  office  automation  and  the 
paperless  office,  but  the  fact  remains 
that  paper  is  still  the  dominant  media 
for  business  transactions.  Transactions 
that  can  bog  down  your  operations  and 
eat  away  at  your  profitability. 

Sound  familiar'^  Well,  today 
there's  a  solution.  It's  called  the 
FileNet  WorkFlo"  Business  System. 
With  WorkFlo  software,  digitized 


document  images  replace  paper  and 
your  personal  computer  becomes  an 
extension  of  your  desktop,  integrating 
mainframe  data,  PC  applications,  and 
document  images  into  the  work 
process. 

WorkFlo  software  automatically 
links,  prioritizes,  and  manages  the 
storage,  retrieval,  processing,  display, 
communication,  printing,  and  routing 
of  all  the  information  required  to 
process  your  work. 


Sound  too  good  to  be  true? 
See  for  yourself.  Call  Ray  Brown 
aKTUme-.^QOOorwnte     ..  . 
FileNet  Corporation,  3565 
Harbor  Boulevard.  Costa  . 
Mesa.  CA  92626  for  a 
free  16-page  brochure 
on  "Integrating  Your  - 
Information  Resources'." 


The  WorkFlo  Company 


FileNet  and  WorkFlo  are  registered  trademarks  ol  FileNel  Corporation 
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FOR  BUSINESS  WEEK,  A  YEAR  TO  CELEBRATE 


ARE  CEOs  PAID 

lOOMUi 


THE  THREE  ISSUES  THAT  WON  BW  THE  GENERAL  EXCEUENCE  NOMINATION 


I  oily  wood  has  its  Oscars,  and  news- 
1  papers  have  their  Pulitzer  Prizes. 
In  the  world  of  magazines,  the  most 
prestigious  honors  are  the  National 
Magazine  Awards.  Like  the  Pulitzers, 
the  National  Magazine  Awards  are 
presented  under  the  auspices  of  the 
Columbia  University  Graduate  School  of 
Journalism. 

This  year,  I  am  very  proud  to  report, 
BUSINESS  WEEK  has  been  nominated  as  a 
finalist  in  three  separate  categories. 
Ours  is  one  of  only  13  magazines  that 
were  nominated  more  than  once.  There 
were  more  entries  than  ever  before: 
1,270  entries  from  298  different 
magazines. 

We  were  selected  as  a  finalist  for  gen- 
eral excellence  among  magazines  with 
circulation  over  1  million.  We  are  repre- 
sented in  general  excellence  by  the  three 
issues  shown  above.  Their  cover  .sto- 
ries— as  well  as  those  inside — typify  the 
role  we  play  every  week  in  identifying 
and  analyzing  business  news  and 
trends — and  setting  the  agenda  for  Cor- 
porate America. 

The  May  6  cover  story  "Are  CEOs  paid 
too  much?"  is  a  finalist  in  the  public 
interest  category.  This  story,  by  Senior 
Writer  John  A.  Byrne,  broke  ground  by 
exposing  the  growing  gap  between  exec- 
utive pay  and  worker  pay,  and  between 
CEO  pay  and  corporate  performance.  It 
galvanized  the  ongoing  debate  among 
shareholders  and  corporate  directors 


that  is  leading  to  reform  by  many  U.  S. 
companies. 

The  third  category  where  we  are  a 
finalist  is  single-topic  issue.  Our  entry  is 
the  Oct.  25  bonus  issue  "The  Quality 
Imperative."  This  comprehensive  pack- 
age traces  the  quality  movement's  past, 
present,  and  future  and  lays  down  what 
it  will  take  to  win  in  the  global  economy. 
More  than  100  BUSINESS  WEEK  reporters 
and  editors  contributed  to  the  report. 
The  issue  set  a  BUSlNE.ss  WEEK  record 
for  U.  S.  newsstand  sales  for  a  single- 
copy  seller.  And  we  went  to  press  for  a 
second  and  third  printing  to  satisfy  de- 
mand from  businesses,  libraries,  and 
educators. 

The  awards,  sponsored  by  the  Ameri- 
can Society  of  Magazine  Editors  and  the 
Magazine  Publishers  Assn.,  will  be  an- 
nounced on  Apr.  16.  We  are  honored  to 
be  among  the  finalists  in  these  impor- 
tant competitions.  Yes,  the  selections  are 
a  nice  pat  on  the  back  for  our  talented 
staff  around  the  world.  But  more  than 
that,  they  are  further  evidence  of 
BUSINESS  week's  commitment  to  quality 
journalism. 

The  real  winner  is  vou,  the  reader. 


Editor-in-chief 


^3 


BUSINESS  WEEK 
APRIL  6,  1992  ***3260 
ISSN  0007-7135 

PublislK'il  wi-fklv.  eMcpt  for  (, 
Itic  Foumler:  James  H,  McGra 
Ejtecutive.  Ediloriitl,  Circulation,  and  kA 
Hiil  BuiidinK.  1221  .^v.-rnii;  of  the  AmerlCa^.  .\.  a 

Telephone:  (212)  .■>12-2(lll(l   Domestic  Telex  M   

ex:  232;i6.^;  Cable  Mc(;r.iw.Hill  New  York;  TW  ■ 
U.S.  subscription  rate       9.j  per  year.  2  year-,  ■ .  1 
Single  copies.  %2"th.  Write  for  rates  in  other  count 
Business  Week  Subscriber  Services:  l-800.()3.>120n. 
PHOTOCOPY  PERMISSION:  Where  necessary,  permission  is  granted 
Center  (CCC).  27  Coni;ress  St..  Salem,  Mass.  OillTO,  to  photocopy  any  a 
to  the  CCC,  Copying  for  other  than  personal  or  Internal  reference  use 
for  customized  bulk  reprints  to  Business  Week  Repnnts,  P,  0.  Box  4, 


issue  in  January,  bv  McGraw-Hill, 
(1HM)-I94>y. 

Offices  Mcdraw- 
~i  -r  ^  N'  V  10020 
;■     I    ,ni.,iiiil  Tel- 


i;iiro|,,.:,N  l  nriii:Hi..n  Cenler  Mcliraw-Hll!  House,  M:ildeiilie,ul,  K.'rk,, 
tnulaii.l  Ti-lephoi.e  |IIII2,S|  ZW.'A.  Telev  S4KIMn 

Pi.slni:isl,.r  Ple.ise  s,.|„l  a.klress  chant'es  to  BUSINESS  WEEK.  P.O. 
Box  4:01.  Hifhtstown,  N.I  IIX.-,20  Second-class  poslafe  |iaul  al  New 
York.  N  '•i  ,  and  at  additional  niailini;  offices.  Postage  |iaid  at  Montreal. 
P,(J,  Registration  Number  901(1  Re^'istered  for  CST  as  McGraw-Hill, 
Inc.  GST  =R12;i07.->ll7:i.  CopvriKht  ■  li)!l2  by  McGraw-Hill  Inc.  All  richts 
reserved  Title  reKistered  in  LI.S  Patent  Office. 

Officers  of  McGraw-Hill,  Inc.:  Joseph  I,  llionne,  Chairman,  President 
and  Chief  Executive  Officer,  Robert  N,  Landes.  Executive  Vice  Presi- 
dent, General  Counsel,  and  Secretary;  Harold  W.  McGraw.  Ill,  Execu- 
tive Vice  President;  Frank  D  Penfilase,  Senior  Vice  President,  Trea- 
sury Operations. 

by  the  copyright  owner  for  those  re^'istered  with  the  Copyriuht  Clearance 
rticle  herein  for  the  flat  fee  of  $1.'>0  per  cojiy  of  each  article.  Send  [jayment 
thoul  express  permission  of  McGraw-Hill  is  prohibited.  Address  recjuests 
,  Hichtstown,  N.  J.  0Kr,20,  or  call  WW  42ll-r,494,  ISSN  00()7-7l:i.-,/92/$2  7.') 


BUSINESS  Vv'EEK/APRIL  6,  1992  5 


If  you  imagine  truck  ownership  as  a  pinball  game  in  which  every  problem  is  a 
bumper;  guess  what?  You're  the  ball. 

So  instead  of  getting  bounced  around  between  things  like  unstable  fuel  supplies, 
vehicle  administration  and  maintenance,  tougher  EPA  regulations  and  new  truck  tech- 
nology, tilt  the  game  in  your  favor  with  a  Ryder  Full  Service  Lease. 

Ryder  tilts  the 
transportation  game 
in  your  favor 

You'll  get  more  than  custom-specified  vehicles,  a  preventive  maintenance  program 
that  keeps  them  running  in  top  condition,  and  substitute  trucks  when  you  need  them. 
You'll  get  the  competitive  edge,  because  you'll  have  better  control  over  getting  your 
products  into  your  customers'  hands  on  time. 

Call  Ryder  for  a  free  "Lease  Versus  Own  Analysis"  at  1-800-952-9515,  ext.  102.  After 
all,  your  company's  transportation  is  a  game  you  can't  afford  to  lose. 

RYDER^ 

1-800-952-9515 

©  1992  Ryder  TVuck  Rental,  Inc.  A  Ryder  System  C<i.  Ryder  is  an  equal  opportunity  employer 
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CAT  VS.  THE  UAW: 

SETTING  THE  RECORD  STRAIGHT 

The  article  "This  brawl  could  cost  CAT 
a  couple  of  its  lives"  (The  Work- 
|)lare,  Mar.  23),  about  the  United  Auto 
Workers'  strike  aJ^ainst  (^aterpillar,  ne- 
glected three  crucial  points: 

■  To  date,  the  TAW  continues  to  insist  on 
an  outdated  practice  from  the  19r)0s — 
pattern  barf^aining — that  has  killed  more 
than  a  few  U.  S.  industries. 

■  We  believe  Caterpillar's  final  offer 
to  the  HAW  to  be  an  extremely  fair  one 
for  our  enii)loyees  ($19  per  hour,  jobs 
guaranteed  for  six  years,  full  health 
care  and  other  benefits,  and  better 
retirement). 

■  While  the  article  questions  whether 
the  cost  of  the  strike  is  more  than  the 
potential  benefit,  the  real  question  is 
whether  Caterpillar  should  confront  this 
issue  now.  To  wait  for  the  next  con- 
tract— in  19'J4 — does  nothing  more  than 
make  a  bad  situation  wcjrse. 

As  of  today,  Caterpillar  has  presented 
three  offers  to  the  Auto  Workers,  each 
more  generous  than  the  last.  The  HAW 
did  nothing  to  respond  for  nearly  five 
months. 


As  for  management's  resolve,  I  assure 
you  that  it  is  sufficient  to  stay  the 
course  and  get  a  labor  agreement  that 
will  allow  us  to  remain  globally  competi- 
tive from  our  U.  S.  base. 

G.  S.  Flaherty 
Group  President 
Caterpillar  Inc. 
Peoria,  111. 

'AN  OASIS  OF  CIVILITY' 

AT  THE  GAP  

The  Gap's  canny  knack  for  spotting 
trends  and  providing  quality  mer- 
chandise at  reasonable  prices  is  just  part 
of  the  story  behind  its  success  ("The 
Gap,"  Cover  Story,  Mar.  9).  These  stores 
also  stand  out  as  oases  of  order  and 
civility  in  an  often  disoi'derly  and  uncivil 
world. 

I  recall  one  evening  stopping  to  look 
into  one  of  their  windows  after  closing 
and  observing  a  young  employee  meticu- 
lously arranging  a  row  of  sweaters  so' 
that  the  jjosition  of  each  one  on  the  shelf 
exactly  matched  all  the  others — and  I 
mean  exactly. 

Compare  that — and  their  employees' 
customer-friendly  deportment — to  the 
"that's  not  my  department"  attitude  too 


often  encountered  in  department  storf 
and  you  can  see  why  The  Gap  is  tl 
store  of  the  '90s. 

William  M.  H.  Hamme 
New  Yoi 

SWISS  ARMY  KNIVES  AREN'T 
ONLY  IN  FORSCHHER'S  POCKET 


Your  article  "Atten-hut!  It's  tH 
Swiss  Army  watch"  (Inside  Wgj 
Street,  Mar.  23)  suggests  that  Forschno. 
is  the  exclusive  U.  S.  distributor  for  a| 
Swiss  Army  knives. 

The  Forschner  (jroup  is  the  exclusi\f 
distributor  in  the  U.  S.  of  Swiss  Arm 
knives  that  are  manufactured  by  Victc^ 
inox  in  Ibach,  Switzerland.  Preci.se  Intel  r 
national  is  the  exclusive  U.  S.  distributd  j 
for  Swiss  Army  knives  that  are  man':' 
factured  by  Wenger  in  Delem.ont,  Sw^ 
zerland.   Both   Swiss  companies  ha' 
been   official   suppliers   to  the  Swii 
Army  since  1908. 

Both  Forschner  and  Precise  sell  sul 
stantial  quantities  of  Swiss  Army  knivtj^ 
in  the  U.  S.  through  a  wide  array 
retail  outlets. 

The  article  stated  that  "Kmart  is  e: 
pected  to  start  carrying  Swiss  Arn 
]3roducts  this  year."  In  fact,  Kmart  hj 
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Now,  for  only  $300  extra,  you  ,^ 
can  relax  in  an  SAS  EuroSleeper. 
The  world's  only  business  class 
sleeper  seat.  Available  only  in 
SAS  EuroClass.^ 


Daily  nonstop  flights  to  Scandinavia  with  easy  connectioi 


SAS  IS  A  PARTICIPANT  IN  THE  MILEAGE  PROGRAMS  OF  CONTINENTAL,  I 


carrying  Wenger  Swiss  Army  prod- 
:hal  are  distributed  by  Precise  for 
BO  years. 

John  C.  Bergeron 
CKO 

Precise  International 
Orangeburg,  N.  Y. 

FHE  SPECULATION 

IT  ILOYP  RUBIN  

/e  recently  received  articles  related 
ny  deceased  husband,  Lloyd  S.  Ru- 
vho  died  in  Thailand  on  July  26, 
("Lloyd  Rubin:  Wanted,  especially 
'  Finance,  Jan.  27). 
death  was  duly  certified  by  a  med- 
actor  and  by  the  chief  of  police  of 
.rea.  However,  my  husband  contin- 
0  be  an  easy  target  of  fictional 
lation. 

e.xample,  Tomas  Cabal,  a  writer 
s  an  ex-employee  of  my  husband, 
lates  that  my  husband  is  alive  and 
business  in  Costa  Rica.  I  wish  that 
)eculation  were  true. 
INESS  WEEK  reports  that  I  "failed 
•suade  the  U.  S.  consulate  in  Pana- 

stamp  Rubin's  will."  I  have  never 
iny  will  of  my  husband's,  nor  do  I 
if  one  exists,  and  therefore  I  never 

any  such  request.  My  husband's 
?ss  in  Panama  created  a  new  type 


of  financing,  and  he  hired  and  paid  well 
more  than  'AO  Panamanians. 

Indirectly,  this  new  service  industry 
gave  business  to  printers,  hotels,  con- 
tractors, accountants,  translators,  and 
attorneys,  and  provided  new  knowledge 
to  our  National  Securities  Commission. 

BUSINESS  WEEK  says  that  I  traveled 
with  my  husband  to  Thailand  in  June, 
199L  In  fact  he  traveled  alone  in  March, 
199L  and  was  under  treatment  in  the 
rehabilitation  center  when  I  arrived  in 
July.  As  for  the  investigation  of  his 
death,  Reuters  news  agency  reported 
from  Thailand  on  Jan.  80  that  "Thai  po- 
lice have  investigated  and  carmot  dis- 
prove the  evidence  of  Mr.  Rubin's 
death." 

Perhaps  now  is  the  time  to  put  an  end 
to  speculation  about  my  husband. 

Rachell  Constante  de  Rubin 
Panama  City 

Editor's  note:  The  U.S.  State  Dept. 
still  has  not  eertified  Lloyd  Rubin 's 
death.  Because  he  was  a  U.  S.  citizen, 
such  certification  likely  would  be  re- 
quired be/ore  his  heirs  could  collect 
any  inheritance.  According  to  a  nota- 
tion on  Rubin's  application  to  the 
Thramkrabog  Rehabilitation  Center 
(the  site  of  his  alleged  death),  he  en- 
tered Thailand  some  time  between  May 


29  and  June  12  and  entered  the  rehab 
center  around  June  20.  On  his  applica- 
tion, he  listed  a  Bangkok  address  for 
his  wife.  BUSINESS  WEEK  stands  by  its 
story. 

THAT  WAS  NOT  A  CALL  FOR 
OVERTHROWING  THE  GOVERNMENT 

Regarding  your  story  ("Putting  the 
PC  into  politics,"  Information  Pro- 
cessing, Mar.  16),  this  is  to  clarify  that  I 
have  never,  myself,  advocated  the  over- 
throw of  the  federal  government  except 
by  constitutional  means,  i.e.,  elections. 

The  items  I  was  attempting  to  post 
(via  electronic  bulletin  board)  referred  to 
groups  under  discussion  on  the  Prodigy 
Close-Up  Board,  whose  means  to  modify 
the  current  republic  and  Constitution 
don't  appear  to  meet  that  standard. 

Both  I,  my  family,  and  persons  in  my 
former  occupation  in  counterintelligence 
will  appreciate  this  distinction  being 
clear,  as  it  may  not  be  in  your  article. 

Andy  Ditzhazy 
Farmington  Hills,  Mich. 

Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  V/eek,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N.  10020.  Fax:  (212)  512  4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  V^e  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


u  never  dreamed. 


BOOK  BRIEFS 


SWOOSH:  THE  UNAUTHORIZED  STORY  OF 
NIKE  AND  THE  MEN  WHO  PLAYED  THERE 

By  J.  B.  Strasser  and  Laurie  Becklund 
Harcourt  Brace  Jovanovich  •  682pp  •  $24.95 

HOW  NIKE  BLASTED  OFF 


Quick:  What  $3  l)illion  U.  S.  company 
once  called  its  management  re- 
treats "buttface"  meetings  and  smiled 
upon  such  executive  pastimes  as  drink- 
ing, vomiting,  and  passing  out? 

Chairman  Philip  H.  Knight  may  be  the 
only  one  left  at  Nike  who  remembers 
those  days.  Many 
who    helped  him 
build  the  company 
into  a  world  power- 
house have  left. 
)    But  their  memo- 
j    ries  live  on  in 
this  raucous  histo- 
ry. 

You  won't  find 
much  grist  for  B- 
school  case  studies. 
Building  on  the 
connections  of  co- 
author J.  B.  Strasser,  wife  of  a  former 
Nike  exec,  the  book's  tone  is  insidey  and 
conversational.  Its  focus  is  on  friend- 
ships and  company  folklore.  At  the  first 
meeting  with  Nike,  for  instance,  young 
Michael  Jordan  said  what  he  wanted 
most  for  his  endorsement  was  a  car. 
Then  there's  Knight's  initial  reaction  to 
the  now  ubiquitous  checkmark  logo:  "I 
don't  love  it.  But  I  think  it  will  grow  on 
me." 

If  Swoosh  weren't  682  pages  long, 
vou'd  want  to  take  it  on  your  next  beach 


vacation.  But  its  main  flaw  hides  in  the 
word  "unauthorized."  Knight,  Nike's 
"albino-looking"  founder  and  still  chair- 
man, did  not  cooperate  and  remains  a 
mystery  man.  Even  friends  who  did  talk 
seem  to  find  him  vague  and  indecisive, 
and  his  motives  hard  to  read. 

If  the  book  has  a  message  for  others 
in  business,  it's  not  the  obvious  one:  that 
fun  and  camaraderie  go  out  when  pro- 
fessional managers  arrive,  as  gradually 
happened  at  Nike.  Rather,  it's  Knight's 
ingenuity.  He  piggybacked  off  the  suc- 
cess of  a  cheap  Japanese  brand.  Tiger, 
which  he  distributed  for  six  years.  Then 
he  launched  Nike  with  a  credit  line  from 
a  Japanese  trading  company.  In  short, 
by  imitating  the  imitators — Tiger  was  a 
knockoff  of  Adidas — he  helped  create  a 
new  industry. 

BY  DORI  JONES  YANG 


TOMBSTONES:  A  LAWYER'S  TALES  FROM 
THE  TAKEOVER  DECADES 

By  Lawrence  Lederman 

Farrar,  Straus  &  Giroux  •  348pp  •  $24 

LAWYERED  BUYOUTS 


When  attorney  Lawrence  Lederman 
left  clubby  Cravath,  Swaine  & 
Moore  in  1974,  his  prospects  were  dim. 
The  stock  market  was  falling,  and  hard- 
ly anyone  was  doing  deals — his  special- 
ty. But  after  a  lengthy  search,  Leder- 
man landed  in  what  would  soon  become 
a  hot  mergers-and-acquisitions  firm: 
nine-year-old  Wachtell,  Lipton,  Rosen  & 
Katz. 

Tombstones — the  title  is  slang  for  the 
announcements  of  completed  deals — 
traces  the  1980s'  merger  wave  through 


the  backroom  maneuvering  of  the  la 
yers  and  investment  bankers  who  ma; ' 
billions  off  the  raiders  and  their  prey,  t ' 
times,  the  triumphs  Lederman  recours 
seem  too  effortless,  and  some  of  his  s- 
ries  lack  either  the  passion  or  the  skej- 
cism  that  would  have  made  them  mc! 
compelling.  Still,  this  is  a  well-writtj 
glimpse  into  many  of  the  contests  a! 
the  players  that  roiled  U.  S.  business. 

The  book  is  as  much  social  history  ; 
narrative.  Lederman  tells  of  Kohlbe; 
Kravis  &  Roberts'  early  leverage 
buyout  of  Houdaille  Industries  in  1978' 
the  first  time  a  firm  borrowed  more  th!, 
the  book  value  of  a  company's  assets:- 
and  recounts  William  F.  Farley's  cos)- 
1989  tender  offer  for  West  Point-Pepp<- 
ell,  which  signaled  both  the  slowdown (l  i 
megadeals  and  the  demise  of  Dre>l 
Burnham  Lambert  Inc.  Lederman  see: 
nearly  unhinged  by  the  thrill  of  suj 
transactions:  "I  found  that  all  the  mi-' 
tery  and  excitement  of  sex,  of  breakir 
down  resistance,  of  scoring  and  ce- 
il uest,  were  associated  with  a  takeov(f. 
Manliness  was  at  stake,  and  measurec'- 
But  he  also  acknowledges  the  en^-i 
excesses,  in  part  through  the  tale  of  to 
protege,  Ilan  Reich.  Reich  was  accus^ 
of  insider  trading  in  1986,  eventual 
pleaded  guilty,  was  fined  $485,000,  a| 
sentenced  to  a  year  and  a  day  in  jail.  T 
episode  still  haunts  Wachtell  Liptcl 
which  split  over  whether  to  support  hi 
Last  year,  Lederman  left  the  firm  anrj 
controversy  over  the  disclosures  to  ^ 
made  in  Tombstones  and  joined  a  mo| 
traditional  Wall  Street  law  firm.  ]| 
then,  the  business  Establishment 
which  he  returned  had  been  forever 
tered  by  the  takeover  craze.  ■! 

BY  MICHELE  GAlIk 


BY  BUSINESS  WEEK  WRITERS  I 

HOUSE  OF  CARDS:  INSIDE  THE  TROUBLED 
EMPIRE  OF  AMERICAN  EXPRESS 

By  Jon  Friedman  and  John  Meehon 
Putnam's  •  272pp  •  $24.95 

OVERDRAWN  AT  AMEX 


The  real  focus  of  House  of  Cards  is 
American  Express  CEO  James  D. 
Robinson  III — his  meteoric  rise  and  the 
erosion  of  his  once-pristine  reputation. 
Robinson,  who  didn't  talk  to  the  authors, 
is  shown  as  an  empire  builder  driven  by 
vanity  and  ego.  That  led  to  a  flawed 
strategy  to  create  a  financial-services 
powerhouse  through  acquisitions,  write 
Jon  Friedman,  a  former  BU.SINESS  WEEK 
investment  banking  editor,  and  John 
Meehan,  BUSINESS  week's  banking  edi- 
tor. "In  the  end,  AmEx  was  a  collection 
of  purchases  and  personalities,  not  a  co- 
hesive corporation,"  they  conclude. 


Image — Robinson's  and  the  compa- 
ny's— came  first.  The  book  opens  with 
Robinson  losing  his  cool  over  a  photo  in 
a  Boston  paper  showing  a  butcher  knife 
stabbing  an  AmEx  card.  The  story  is 
about  restaurants  protesting 
AmEx's  merchant  fees.  Rob- 
inson blasts  two  execs  not 
only  for  letting  the  underly- 
ing problem  fester,  but  also 
for  jeopardizing  the  corpo- 
rate image. 

Other  fly-on-the-wall  ac- 
counts detail  Robinson's 
shopping  spree.  Buying 
firms  such  as  E.  F.  Hutton 
&  Co.  was  a  disastrous  dis- 
traction, as  were  his  battles 
with  executives  from  ac- 
quired companies.  Most  damaging  was 
his  feud  with  Edmund  Safra,  head  of 
Trade  Development  Bank.  After  Safra 
quit,  AmEx  operatives  planted  unsavory 
articles  about  him.  AmEx  later  apolo- 


gized and  gave  $8  million  to  Safra's 
vorite  charities.  Robinson  received 
stern  warning  from  his  directors.  Bij 
the  authors  say,  so  many  are  Robins* 
loyalists  that  his  tenure  is  assured. 

Robinson's  personal  life 
also  scrutinized.  Eager  to  d 
cape  the  shadow  of  his  1 
ther,  a  prominent  Atlan 
banker,  Robinson  came 
New  York  and,  using  fam 
connections  and  hard  woi 
rose  quickly  at  J.  P.  Morgi 
&  Co.,  then  won  the  helm 
AmEx.  After  divorcing  I 
first  wife,  he  dated  he 
esses,  actresses,  and  his  s< 
retary  before  wedding  pu 
lie-relations  dynamo  Lim 
Gosden  in  1984.  They  were  the  pow 
couple  of  the  moment.  But  by  the  '9( 
the  authors  note,  the  results  of  a  deca 
of  ill-fated  acquisitions  caught  up  wi 
Robinson — and  his  image. 
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HOW  TO  SURVIVE  IN  A  CHANGING  ECONOMY 
AS  REVEALED  BY  GUM  BY 


Olsten 
introduces 

THE 
FLEXIBLE 

workforce: 


dowMturns.  recessions,  depressions,  sudden 
and  slumps.  Companies  tiiat  can't  bend  with 
ci-Tange  are  com[:)anies  that  can't  survive  it 
Olsten  has  the  solution:  flexibility 
With  Olsten's  Flexible  Workforce 
you  can  reduce  overhead  and 
improve  efficiency  by  utilizing  people 
only  when  you  need  tliem.  During 
slower  periods,  maintain  a  core 
staff  of  full-time  workers. 
During  peak  periods,  supplement  that  staff  with  Olsten 
temporary  workers.  Your  staff  works  more  efficientlv'.  More 
productively.  And  your  company  sustains  its  competitive  edge 
So  make  Olsten  your  partner  for  the  future.  Olsten  can  suppK' 
you  with  the  innovative  thinking  and 
long-term  planning  that  make  a  company 
more  resilient.  Because  in  business  todav. 


Lower  overhead, 


HIGHER  PROFITS. 

CALL 
1-800-225-TEMP 


to  be  tough  you  have  to  be  flexible 


1991  Ttie  olsien  Curiioraiion  Ptinicd  iii  itif  l:sa  HOh  M/F/H/\'  Gumbv  and  (.u(iiij\  <  iidiric  icrs       I  M  &  e  mimi  i'rciii.i  Ii>\  (.  n   liu   All  Hii^his  Hcsef\r(l 


Temporary  Services 


THE    WORKING  SOLUTION 


Economic  Viewpoint 


AMERICA'S  TRADE  GAP 
ISN'T  MADE  IN  JAPAN 


BY  ALAN  S  BLINDER 


Popular  myth  holds 
that  Japanese 
restrictions 
contribute  to  our 
trade  deficit,  leading 
to  unemployment.  In 
fact,  trade  has  little 
to  do  with  the 
number  of  jobs,  and 
all  the  fuss  is  little 
more  than 
overheated  rhetoric 


ALAN  S  BLINDER  IS  THE  GORDON  S 
RENTSCHLER  MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON 
AND  THE  AUTHOR  OF  GROWING 
TOGETHER 


It  is  better  to  give  than  to  receive,  the 
Bil)le  tells  us.  I  never  thought  the  maxim 
applied  to  insults,  but  politicians  in  both 
the  U.  S.  and  Japan  apparently  do— and  are  in- 
dulging themselves  with  gusto.  Perhaps  this 
rhetoric  would  benefit  from  a  few  facts. 

Some  Japanese  leaders  blame  America's 
trade  prol)lems  on  our  overweight,  under- 
worked, illiterate  workers.  Is  it  true?  Let's 
concede  the  waistline  point;  after  all,  where 
else  in  the  world  is  dieting  big  business?  And 
thoughtful  Americans  have  long  argued  that 
the  illiterate  fraction  of  our  work  force  is  dis- 
gracefully high.  But  the  laziness  charge  simply 
won't  stick.  We  may  not  match  Japanese  stan- 
dards of  workaholism,  luit  Koreans  prol)ably 
feel  the  same  way  about  the  Japanese.  This  is 
all  quite  sensible.  As  societies  prosper,  one 
of  the  things  they  buy  is  moi'e  leisure.  Com- 
jjared  with  Eiu'opeans,  Americans  are  real  go- 
gettei's.  And  even  the  Japanese  are  lately  dis- 
covering leisure  as  they  grow  richer. 

On  our  side.  Senator  Ernest  F.  Boilings  (D- 
S.  C.)  has  raised  the  ante  on  tastelessness  by 
touting  the  atomic  bomb  as  an  outstanding 
U.  S.  export  to  Japan!  And  what  is  Japan's  al- 
leged crime  (in  1991,  not  1941)?  As  one  hu- 
morist ob.served,  they  have  the  audacity  to 
sell  us  good  cars  at  good  prices.  Why  should 
that  make  us  mad? 

The  answer,  according  to  popular  myth,  is 
that  Japanese  trade  restrictions  contribute 
mightily  to  our  trade  deficit,  which  is,  in  turn, 
a  major  cause  of  U.  S.  unemployment.  Unfor- 
tunately, the  truth  is  that: 

■  Ti'ade  deficits  do  not  cause  unemployment. 

■  Our  trade  deficit  is  almost  gone  anyway. 

■  Our  trade  problems  are  not  made  in 
Japan. 

Let  us  take  up  these  points  in  turn. 

Economists  insist  that  trade  deficits  mainly 
influence  the  allocation  of  employment  — 
whether  more  Americans  build  cars  or  make 
pharmaceuticals— not  the  total  volume  of  em- 
ployment. The  logic  is  simple.  Total  employ- 
ment depends  roughly  on  gi'oss  doinestic  prod- 
uct. Since  a  country  can  have  the  same  GDP 
with  either  a  trade  deficit  or  a  surplus,  its 
trade  position  must  have  little  to  do  with  its 
overall  employment. 

Convinced?  I  thought  n(jt;  no  one  ever  is.  So 
consider  these  facts:  During  1988  and  1989, 
the  U.S.  economy  was  as  close  to  the  elusive 
goal  of  full  emi)loyment  as  it  is  likely  to  get. 
The  unemployment  rate  averaged  5.4%,  the 
lowest  since  the  1960s.  Yet  the  current-ac- 
count deficit,  the  most  comprehensive  mea- 
sure of  our  trade  imbalance,  averaged  2.3%  of 
gdp  in  those  two  years.  Are  we  really  to  be- 
lieve that,  had  our  trade  been  balanced,  2.3% 


more  Americans  would  have  held  jobs  th 

And  here's  another  fact  that  seems  to  h 
gone  unnoticed:  Our  trade  deficit  has  almj^ 
disappeared.  The  current -account  deficit,  wl 
ran  as  high  as  $160  billion  in  1987,  will  proj 
l)ly  come  in  near  zero  when  1991  data 
complete.  Ti'ue,  foreign  payments  for  the 
sian  Gulf  war  make  the  1991  accounts  k 
misleadingly  good.  But  the  net-exports  c( 
ponent  of  GDP,  which  reached  -$143  billioi 
1987,  was  only  -$29  billion  in  1991. 
UNUSUAL  YEAR?  So  why  all  the  fuss  a 
trade?  The  answer  seems  to  be  that  Amei 
still  has  a  $66  billion  deficit  in  merchand 
trade,  about  two-thirds  of  which  is  with  Jap 
But  Japan  is  just  one  country,  and  merch 
dise  is  just  part  of  the  picture.  Today, 
U.  S.  is  roughly  liack  to  the  historic  norm  o 
decade  ago— when  our  overall  trade  was 
balance  despite  chronic  deficits  in  merch 
dise.  We  balanced  the  accounts— both  t 
and  now— with  surpluses  in  services  and 
investment  income.  And  we  have  run  bilat 
al  deficits  with  Japan  for  decades. 

Yet  political  attention  is  riveted  on  U 
Japanese  trade.  It  is  said  that  our  bilate 
deficit  with  Japan  stubbornly  refuses  to  shrl 
because  their  markets  are  closed.  Is  it  tn 
The  Japanese  are  surely  no  angels.  The  coi 
try  seems  both  allergic  to  imports  and  skill 
at  wariling  off  irritants.  But  few  thoughtful  i 
servers  attribute  much  of  our  bilateral  defi 
to  Japanese  import  resUictions.  After  all,  m 
of  the  deficit  is  in  automobiles,  not  rice.  W 
believes  that  a  truly  open  Japan  would  b 
lots  of  Chevys  with  left-handed  drive? 

Contrary  to  popular  myth,  America's  bil 
eral  deficit  with  Japan  has  danced  almost 
lockstep  with  our  overall  merchandise  defi 
for  two  decades.  Look  at  recent  history.  C 
merchandise  trade  deficit  with  the  entire  wo 
rose  138%  from  1983  to  1987,  and  our  bilate 
deficit  with  Jajian  rose  171%.  Then,  as  ( 
overall  deficit  declined  32%  from  1987  to  19 
our  deficit  with  Japan  declined  27%.  Express 
as  shares  of  U.  S.  GDP,  the  two  deficits  hav 
near-perfect  correlation. 

Superficially,  1991  looks  like  a  stark  exc 
tion  to  the  rule:  The  overall  deficit  fell  shai 
but  the  deficit  with  Japan  did  not.  Howev 
we  should  not  make  too  much  of  a  single  ye 
especially  when  the  ink  is  barely  dry  on 
data.  Simple  statistical  analysis  suggests  t 
1990,  not  1991,  may  have  been  the  unus 
year.  Given  our  overall  trade  deficit  with 
world  in  1990,  our  deficit  with  Japan  was  s 
prisingly  small  by  historical  standards 

So  let's  tone  down  the  rhetoric  on  bo 
sides.  Too  many  strident  voices  are  citing  t 
many  noncauses  of  nonproblems. 


12  BUSINESSWEEK/APRIL  6,  1992 


ECONOMIC  VIEWP 


Complimentary  ^ 
million  dollar  feeling 
with  breakfast 

Mornings  start  off  nicer  thanks 
to  a  billion  dollars  worth  of 
improvements  at  ITT  Sheraton.  You'll 
find  guaranteed  30-minute  room 
service,  new  hotels,  guestrooms, 
lobbies,  restaurants  and  a  whole  new 
standard  of  service.  For  reservations, 
call  your  travel  professional  or 
800-325-3535.  We  spent  a  billion  to 
make  you  feel  like  a  million. 


ITT  Sheraton 


HERATON  HOTELS  OF  THE  MIDWEST:  ILLINOIS:  Sheraton  Chicago  Hotel  and  Towers  .  Sheraton  Plaza  Hotel  Chicago  .      ^  . 
"ATsheraton  Lansing  Hotel .  Sheraton  Southfield  Hotel .  MINNESOTA:  Sheraton  Park  Place  Hotel  Minneapolis  .  OHIO:  Sheraton  Springdale  Hotel  Cincinnati  . 
'on  Airport  Hotel.  Clei>eland  .  Sheraton  Cleveland  City  Centre  Hotel  •  Sheraton  Suites  Cuyahoga  Falls  •  WISCONSIN:  Sheraton  Fond  du  Lac  Hotel 


conomic  Trends 


BY  GENE  KORETZ 


BABY  BOOMERS  ARE 
JUST  HITTING  THEIR 
EARNINGS  STRIDE 


Americans  are  understandably  de- 
pressed these  days.  Not  only  did 
the  recent  recession  cut  a  wide  swath 
thi'ough  jol)s  and  industries  that  were  al- 
most unscathed  in  previous  downturns, 
but  it  also  heightened  awareness  that 
the  purported  l)oom  of  the  1980s  lifted 
average  household  incomes  by  just  10% 
in  real  terms.  And  it  has  raised  fears 
that  the  1990s  could  be  even  worse. 

According  to  a  new  study  by  the  Con- 
ference Board,  such  fears  neglect  a  crit- 
ical development:  Demographic  and  so- 


MORE  WORKING  WIVES 
WILL  BOLSTER  INCOMES 


MARRIED  COUPLES  EARNING^ 
OVER  SSO,000* 


70  75 
▲  MILLIONS 

DATA:  COMMERCE  DEPT.,  C0KFE8ENCE  BOARD  PROJEaiONS 


'85  '90  '95  2000 
•ANNUAL  INCOME  IN  CONSTANT  1990  DOLURS 


cial  ti'ends  that  worked  to  hold  down 
household  incoines  in  the  1980s  will  shift 
dramatically  in  the  1990s,  pi'oducing  a 
far  healthier  rise  in  family  incomes.  This 
will  happen  even  though  econoinic 
growth  is  expected  to  slow  from  2.6%  a 
year  in  the  1980s  to  2.3%. 

Fostering  this  change  will  be  the 
movement  of  the  entire  baby-boom  gen- 
eration into  its  peak  earning  years.  In 
the  1980s,  notes  Conference  Board  con- 
sumer economist  Fabian  Linden,  baby 
boomers  were  still  crowding  the  ranks  of 
young  households  with  heads  under  age 
35.  However,  in  the  1990s,  this  group 
will  shrink  by  15%,  while  those  in  the 
.35-to-55  age  bracket  will  surge  by  27%, 
and  older  households  will  just  keep  pace 
with  total  households. 

Although  growth  of  total  households 
will  slow  sharply  to  10%  from  15%  in 
the  1980s,  the  slowdown  will  be  concen- 
trated among  young  households  and  se- 
nior citizens,  whose  average  incomes  are 
low.  Households  in  their  peak  earning 
years  will  actually  take  off.  Indeed, 


households  headed  by  45-  to  55-year- 
olds— whose  incomes  run  34%  above  av- 
ei'age— will  explode  by  more  than  40%, 
helping  to  boost  average  real  household 
incomes  by  15%  during  the  decade. 

A  major  role  in  this  drama  will  be 
played  by  working  women,  whose  full- 
time  incomes  have  jumped  from  60%  of 
men's  wages  a  decade  ago  to  72%  today.. 
Because  young  working  men  and  women 
tend  to  put  off  marriage,  household 
growth  in  the  1980s  was  dominated  by 
young  singles,  and  married  households 
accounted  for  only  a  quarter  of  new 
households.  But  in  the  1990s,  as  the  last 
of  the  baby  boomers  wind  up  at  the 
altar,  husband-wife  families  will  account 
for  more  than  60%  of  household 
growth— and  will  foster  a  surge  in  af- 
fluent two-income  households  (chart). 

As  for  poorer  households  with  in- 
comes under  $15,000  (in  1991  dollars), 
they  not  only  will  decline  in  number  but 
also  will  fall  from  25%  of  total  house- 
holds to  22%,  as  millions  of  households 
move  into  middle-income  and  affluent 
brackets.  "Just  as  demographic  factors 
held  down  income  gi'owth  in  the  1980s," 
says  Linden,  "they  will  give  it  a  power- 
ful push  in  the  years  ahead." 


MANDATED  HEALTH 
INSURANCE  COULD  COST 
WORKERS  PLENTY 


Although  most  Americans  are  cov- 
ered by  employer-sponsored  medical 
insurance,  two-thirds  of  the  33  million 
uninsiu'ed  people  under  age  65  are  mem- 
bers of  families  headed  by  full-time 
workers  whose  employers  (mostly  small 
businesses)  offer  no  such  coverage.  Thus, 
one  popular  scheme  to  solve  the  problem 
is  to  require  all  employers  to  provide 
basic  health  insurance.  In  a  recent  study, 
economists  Jonathan  Gruber  of  Harvard 
University  and  Alan  Krueger  of  Prince- 
ton University  calculate  how  such  a  re- 
quirement might  affect  wages  of  cur- 
rently uninsured  workers. 

The  study  uses  the  impact  of  state 
workers'  compensation  programs  on  local 
wage  levels  as  a  proxy  for  the  effect  of 
mandated  health  insurance.  Employers' 
workers'  comp  costs  vary  widely  from 
state  to  state,  depending  on  benefit  lev- 
els that  for  specific  injuries  can  run  as 
much  as  six  times  higher  in  some  states 
than  in  others.  By  comparing  that  vari- 
ation in  costs  with  state  wage  levels, 
the  researchers  are  able  to  estimate  the 
extent  to  which  such  costs  are  passed  on 
to  workers  via  lower  wages. 

In  general,  Gruber  anci  Krueger  find 
that  some  85%  of  the  costs  of  workers' 
compensation  are  shifted  to  workers  via 


lower  pay.  Considering  the  high  cost 
health  insurance  and  the  low  wa] 
earned  by  most  uninsured  workers,  s 
an  impact  on  their  wages  would  be  qi 
severe.  And  while  workers  earning  el 
to  the  minimum  wage  would  be  p 
tected  from  wage  cuts,  the  study  no 
that  more  than  80%  of  uninsured  wo 
ers  earn  more  than  the  minimum 


WILL  LOWER  LAND 
PRICES  SPOOK 
JAPANESE  CONSUMERS 


r 


Japan's  economy  actually  contraci 
a  bit  last  quarter,  but  most  observ 
are  still  betting  that  the  nation  v 
avoid  a  true  recession.  Economists 
Shearson  Lehman  Brothers  Inc.  are 
so  sure,  however.  They  fear  that  falli 
land  prices  are  exerting-  a  powerful 
feet  on  the  spending  proclivities 
Japanese  consumers. 

Land  is  by  far  the  largest  coinpon( 
of  Japanese  households'  net  worth, 
counting  for  more  than  half  of  tb 
wealth,  compared  with  only  20%  of 
sets  held  in  the  form  of  cash  and  ( 
posits  and  6%  in  direct  stock-marl' 
holdings.  With  land  prices  down  10% 
1991  and  another  10%  so  far  this  ye. 
Japanese  consumers  appear  to  be 
trenching.  And  if  consumption  actua 
falls  as  households  try  to  rebuild  la 
wealth,  warns  Shearson  Lehman,  n 
risks  of  a  real  recession  will  gi-ow. 


WINTERTIME, 
AND  THE  SHOPPING 
WAS  EASY 


Was  unusually  mild  weather  i 
sponsible  for  the  surprising  sur 
in  retail  sales  in  January  and  Februai] 
Economist  Michael  Evans  of  Evans  Ei 
nomics  Inc.  has  compared  weather  i 
ports  to  recent  assessments  of  retail  s 
tivity  in  their  regions  by  the  12  Fedei 
Reserve  banks  around  the  nation. 

According  to  national  weather  servi 
data,  winter  temperatures  were  near 
normal  in  the  Dallas  and  San  Francis 
regions,  much  above  normal  in  the  Mi 
neapolis  and  Chicago  regions,  and  sorr 
what  above  normal  in  all  other  regior 
At  the  saine  time,  the  Fed  banks'  wea 
est  retail  sales  reports  for  January  ai 
February  came  from  the  San  Francis 
and  Dallas  regions  and  the  stronge 
from  Minneapolis  and  Chicago,  with  tl 
others  in  between.  Evans'  conclusio 
"Recent  sharp  retail  sales  gains  we 
due  more  to  mild  weather  than  a  bas 
turnaround  in  spending." 
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"In  a  heavy  fund-raising  period, 
we've  run  our  LaserJet  24  hours  a 
day  for  days  at  a  time.  It  just  will 
not  dier  says  producer  Bobby 
Winston. "It's  truly  a  phenomenal 
piece  of  engineering." 

For  years,  expei'ts  have  ajjplauded 
LaserJet  performance.  In  1991 
alone,  HP  LaserJet  printers  won 
Printer  of  the  year  from  Byte 
and  InfoWorld;  Product  of  the 
Year  from  Datamation  and  Byte; 
Most  ValmMe  Product  from  PC 
Computing;  World  Class  and  Best 


Biiy  from  PC  World;  and  Readers' 
Choice  from  Publish. 

All  five  models  have  received 
many  accolades,  from  the  4  ppm 
personal  LaserJet  IIP  to  the  17  ppm 
LaserJet  IllSi.  With  HP  you  can  get 
genuine  PCL5  printer  language, 
with  scalable  ty]3efaces.  And  HP's 
exclusive  Resolution  Enhance- 
ment technology,  for  improved 
print  quality. 
Prices  range 
from  $1,249 
to  $5,495.* 


To  hear  what  other  customers 
have  to  say  about  HP  LaserJet 
printers,  call  1-800-752-0900, 
Ext.  2988  for  a  free  video.  You'll 
see  why  the  LaserJet  is  a  hard 
act  to  follow. 

HP  LaserJet  Printers. 


HEWLETT 
PACKARD 


"Suggested  US.  bst  pnces 

<  1992  Hewlett-Packard  Company  PEr2251 


'TASTE  OUR  DELICIOUS  STEAKS 
AND  YOU'LL  NEVER  WANT  TO  EAT 
ORDINARY  STEAKS  AGAIN!" 

"Delivered  from  Montana  directly  to  your  front  door." 


Dear  Friend, 

You  know  the  ditterence  between  a  luscious  homegrown  tomato 
and  ,1  store-bought  one.  Well,  the  difference  in  taste  between 
our  L\)uble  LL  beet  and  ordinary  beet  is  even  more  dramatic. 

Store-bought  beet  is  shipped  by  train  or  truck  to  v\'arehouses  and 
passes  through  many  hands  before  ending  up  in  the  meat  case. 

Our  USDA-inspected  packinghouse  vacuum  packs,  flash  freezes 
it,  and  then  we  ship  your  order  to  you  by  UPS. 

Another  way  to  tell  the  difterence  between  Double  LL  beef  and 
most  supermarket  beef  is  by  its  color.  Supermarket  beef  that  has  been 
wrapped  in  plastic  is  likely  to  carry  more  bacteria  than  vacuum-packed  beet,  in  fact,  the  bright  red  color  of  supermarket 
beet  indicates  that  air  has  gotten  to  it,  reducing  the  time  it  will  stay  fresh.  Our  beet"'s  naturally  darker  color  indicates  that 
oxygen  has  been  kept  out,  yet  its  moisture  has  been  retained  tor  more  flavorful  ciioking. 

We  offer  only  the  finest  cuts  such  as  buttery  soft  rib  steaks,  mouthwatering  filet  mignons,  tender  T-bone  steaks,  and: 
lean  sirloins.  We  guarantee  that  Double  LL  beet  will  arrive  within  two  days  of  shipment  in  perfect  condition  and  perfectly 
aged.  Our  beet  is  priced  at  less  than  ordinary  mail-order  beet.  It  you  join  our  club  we  automatically  bill  yiiur  major  credit 
card,  but  you  can  cancel  at  any  time  or  vcui  can  order  whenever  you  need  Double  LL  steaks. 

We  are  a  small,  family-run  ranch,  so  you  can  call  us  at  any  time  to  increase,  decrease,  or  cancel  your 
order.  Just  ask  tor  Shelia,  Wanda,  Debbie,  or  me. 
Ltiok  forward  to  hearing  from  you. 

Sincerely, 

DOUBLE  LL  RANCH 


ii 

mk 


LINDA  LEON 


"M\  17,000  acre  ranch  i?i  Muntana 
siands  behind  (he  Double  LL  brand'.' 


Double  L 

WOROEN   HI  ' 


10NTANA  59088 


★  SPECIAL  * 

10  MOUTH-WATERING  FILET  MIGNONS  (6  oz.  each) 
ONLY  $79.50  plus  $9.50  for  shipping  &  handling 


III 


CHOOSE  FROM  12  OTHER  ASSORTMENTS. 
FILET  MIGNONS,  INDIVIDUAL  STEAKS,  LAMB,  PORK  POULTRY 


CALL  TOLL  FREE  1-800-752-8996,  OR  WRITE: 
Double  LL  Ranch,  Star  Route,  Worden,  Montana,  59088 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


IN'T  LOSE  TOO  MUCH  SLEEP  OVER 
IGHER  RATES  AND  A  STRONGER  DOLLAR 


Iousing  and  exports  are  expected  to  play  impor- 
tant roles  in  the  U.  S.  recovery.  Because  of  that, 
there  is  a  growing  concern  that  rising  interest 
and  a  stronger  dollar  will  sink  the  upturn's  chances 
■e  it  even  sets  sail.  The  argument  is  neat  and  sounds 
elling.  It's  also  probably  wrong. 

To  be  sure,  fewer  homes  will 
be  bought  at  97^  mortgage  rates 
than  at  87.  However,  the  real 
juice  that  will  fuel  the  housing 
rebound  is  better  growth  in  jobs 
and  incomes  that  will  make  peo- 
ple feel  confident  enough  to 
plunk  down  the  money  for  such 
a  major  purchase.  On  that 
front,  the  latest  readings  on 
household  incomes  and  consum- 
er spirits  look  stronger. 


■AL  RATES  ARE 
REAL  CONCERN 


An  ON  30-YEAR 
iEASURY  BONDS 


REAL  RATE 

MINUS  CORE  INFUTION 

I    !    I    I    I    I    I    I  I 
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spite  the  uptick  in  rates  in  February,  sales  of  exist- 
omes  rose  sharply.  They  jumped  9.37  in  the  month, 

annual  rate  of  3.52  million.  That  was  the  largest 
hly  increase  in  nine  years,  which  goes  back  to  the 
months  of  the  recovery  from  the  1981-82  recession, 
surge  pushed  resales  to  the  highest  level  in  three 

The  rise  in  rates  even  may  have  contributed  to  the 
as  buyers  sensed  that  rates  were  bottoming  out. 
^her  interest  rates  have  also  pushed  up  the  dollar, 
1  could  make  American  goods  more  expensive  in 
I  markets.  However,  foreign  demand  has  always 
far  less  important  to  recovery  than  domestic  de- 
I,  which  is  nine  times  larger, 
sides,  the  biggest  threat  to  U.  S.  exports  right  now 
:  the  dollar.  The  rise  in  the  trade-weighted  dollar  in 
t  months  has  been  tiny.  The  real  problem  is  the 
ing  economies  of  our  industrial  trading  partners. 
3ven  there,  surging  demand  in  the  developing  na- 
is  taking  up  some  of  the  slack. 

YTHE  The  domestic  impact  from  the  backup  in 
DIT  long-term  interest  rates  is  the  more  wor- 
RKETS  risome  issue.  It  threatens  further  gains  in 
JUMPY  housing  and  other  credit-sensitive  goods, 
t  retards  balance-sheet  repair  for  debt-laden  house- 
and  businesses.  After  inflation  is  subtracted,  the 
n  real  rates  is  especially  troubling  (chart). 
3  rate  on  30-year  Treasury  bonds  rose  back  to  8.17- 
id-March,  from  7.47'  only  two  months  ago.  And  the 
for  30-year  mortgages  averaged  9.17'  in  the  week  of 
20,  up  from  a  17-year  low  of  8.37o  in  mid-January, 
far,  though,  the  rise  in  long  rates  is  not  out  of  line 


with  the  upticks  that  have  typically  occurred  at  the  onset 
of  past  recoveries.  Rates  are  generally  back  to  where 
they  were  last  October,  when  the  economy  was  showing 
signs  of  slipping  back  into  recession.  However,  the  re- 
covery petered  out  last  year  because  jobs  and  incomes 
failed  to  grow,  not  because  of  high  long-term  rates. 

Long  rates  have  been  climbing  for  two  reasons.  First, 
after  the  robust-looking  economic  data  in  recent  weeks, 
the  credit  markets  are  not  yet  convinced  that  the  recov- 
ery will  be  modest  enough  to  hold  down  inflation.  Also, 
traders  continue  to  worry  about  the  river  of  Treasury 
debt  that  will  be  raging  through  the  markets  later  this 
year,  because  of  the  widening  federal  budget  deficit. 

The  Treasury's  red  ink  in 
February  was  $48.8  billion, 
nearly  double  that  for  Febru- 
ary, "l991.  So  far  in  the  1992 
fiscal  year,  which  began  in  Oc- 
tober, outlays  are  rising  as  rev- 
enues fail  to  grow  (chart). 

The  1992  deficit  is  likely  to 
come  in  below  the  $400  billion 
projected  by  the  Administra- 
tion's Office  of  Management  & 
Budget,  but  not  much  below. 


OUTLAYS  ARE  UP, 
RECEIPTS  ARE  NOT 


JAN  90  FEB. '92 

ATRIIUONSOF  DOILARS,  1 2  MONTH 
MOVING  SUM 

DATA  TREASURY  OEPT,BW 


And  new  government  projections  show  deficits  as  far  as 
the  eye  can  see — into  the  next  millennium.  All  this  im- 
poses potential  inflationary  pressures  from  government 
policy  that  the  credit  markets  cannot  ignore. 

Since  market  rates  comprise  real  rates  plus  expected 
inflation,  it's  clear  from  the  upward  tilt  of  market  rates 
minus  current  inflation  that  the  credit  markets  are  not 
yet  convinced  that  inflation  will  stay  down.  The  rate  on 
30-year  Treasuries  minus  core  inflation  has  climbed  to  a 
three-year  high.  Core  inflation,  which  excludes  price 
swings  in  energy  and  food,  has  fallen  to  the  lowest 
yearly  rate  in  more  than  eight  years. 

I A  BOND  In  the  near  term,  the  inflation  indicators 
RALLY  should  remain  favorable.  That  means 

MAY  BE  traders  may  be  in  for  a  change  in  senti- 
BREWING  ment  that  will  allow  market  rates  to  ease 
back  a  little,  or  at  least  stop  rising.  That's  particularly 
true  if  the  data  continue  to  signal  that  the  recovery  will 
be  subpar  by  the  standards  of  past  upturns. 

Indeed,  bond  yields  have  retreated  from  their  mid- 
March  highs  partly  in  response  to  the  latest  tepid-look- 
ing numbers  on  car  sales  and  new  factory  orders.  By 
Mar.  25,  the  yield  on  30-year  Treasuries  had  slipped  to 
just  over  7.97^.  That  was  the  same  day  the  government 
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reported  that  new  orders  for  durable  goods  dipped  0.1% 
in  February,  to  $120.5  billion  (chart).  The  news  wasn't  all 
bad,  though.  Excluding  a  big  drop  in  military  demand, 
orders  rose  1.3%,  and  factory  shipments  jumped  2.9%'. 

However,  the  backlog  of  unfilled  orders  fell  in  Febru- 
ary, a  sign  that  factories  may  not  yet  have  enough  work 
to  start  calling  back  laid-off  employees.  Auto-industry 
orders  rose  in  February,  but  sales  of  U.  S.-made  cars 
slipped  in  mid-March  to  an  annual  rate  of  5.8  million, 
down  from  6  million  in  early  March. 

THE  SLUMP  Another  concern  about  rising  long-term 
ABROAD  interest  rates  is  the  upward  pressure 
MAY  HIT  they  place  on  the  U.S.  dollar.  But  the 
HOME  shiit  in  the  dollar  isn't  the  only  factor  in 

this  year's  uninspiring  outlook  for  foreign  trade.  Weak 
foreign  economies  will  hold  back  export  growth,  and  a 
U.  S.  recovery  means  increased  demand  for  imports  here. 

In  January,  the  merchandise 
trade  deficit  fell,  to  $5.8  billion 
from  $6  billion  in  December.  Im- 
ports dropped  1.4'/'  ,  to  $41.3  bil- 
lion, probably  reflecting  the 
overhang  of  inventories  at  year- 
end,  especially  in  the  retail  sec- 
tor. Now,  though,  buying  by 
consumers  has  perked  up,  and 
inventories  are  in  better  shape, 
so  imports  are  likely  to  bounce 
back  in  coming  months. 


FACTORY  ORDERS 
REMAIN  TEPID 
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Exports  also  declined  in  January,  by  1%.  It  was  their 
third  consecutive  loss,  and  the  falloff  was  fairly  wide- 
spread among  the  major  export  categories.  Still,  the  drop 
reflected  soft  export  prices  as  much  as  it  did  a  decline  in 
volume,  which  fell  by  0.5%.  The  question  is  whether  the 
recent  runup  in  the  dollar's  value  will  put  pressure  on 
U.  S.  exporters  to  raise  their  prices  abroad. 

There  is  not  much  muscle  behind  the  dollar's  new 


THE  DOLLAR  HASNl 
RISEN  VERY  MU 


strength,  however.  True,  the  foreign  exchange  value 
the  dollar  vs.  the  currencies  of  America's  major  tradi 
partners  has  risen  by  about  6%'  since  the  beginning 
1992.  But  the  dollar  is  back  only  to  where  it  stood 
October.  And  the  greenback  still  has  a  long  way  to 
before  it  reaches  its  recent  peak,  hit  in  mid-1989  (chai 

The  U.  S.  currency  is  likely  to 
strengthen  some  more  in  com- 
ing weeks,  especially  if  foreign 
central  banks  cut  interest  rates 
in  response  to  their  respective 
nations'  economic  slumps.  In 
fact,  the  slowdowns  in  other 
economies,  in  particular  Japan 
and  Europe,  are  much  more 
worrisome  for  U.  S.  exports 
than  the  dollar's  value. 
Although  less-developed 
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countries,  such  as  those  in  Latin  America  and  on  t 
Pacific  Rim,  have  accounted  for  all  of  the  growth 
exports  over  the  past  year,  the  bulk  of  U.  S.  goods  is  si 
shipped  to  the  industrialized  nations.  The  fourth-quart 
decline  in  the  Japanese  economy  and  the  continued  ri 
in  unemployment  in  Europe  are  signs  that  demand  fro 
two  of  the  U.  S.'s  biggest  markets  will  weaken  this  yej 

Demand  from  nontraditional  markets  will  help  expor 
to  grow  this  year,  although  at  a  fairly  moderate  pac 
But  with  the  U.  S.  economy  on  the  mend,  imports  w 
also  increase,  after  falling  1.4%  in  1991.  These  upwa 
trends  in  exports  and  imports  suggest  that  the  trai 
deficit  will  make  little,  if  any,  headway  this  year. 

Last  year,  without  improvement  in  foreign  trade,  re 
gross  domestic  product  would  have  fallen  instead 
edging  higher.  But  this  year,  trade  will  not  play  such 
pivotal  role — regardless  of  the  dollar's  rise.  Moreovt 
the  weak  outlook  for  trade  is  another  reason  why  tl 
recovery  will  be  subdued,  and  a  modest  upturn  will  ke( 
upward  pressure  off  inflation  and  interest  rates. 


NEW  SINGLE-FAMILY  HOME  SALES 

Monday,  Mar.  30,  10  a.m. 
New  homes  probably  sold  at  an  annual 
rate  of  about  630,000  in  February,  say 
economists  surveyed  by  McGraw-Hill 
Inc.'s  MMS  International.  If  so,  that 
would  be  the  fastest  selling  pace  since 
December,  1989.  Home  sales  increased 
by  nearly  137'  in  January,  to  612,000,  as 
lower  mortgage  rates  made  home  own- 
ership more  affordable. 

LEADING  INDICATORS  

Tuesday,  Mar.  31,  8:30  a.  m. 
The  government's  composite  index  of 
leading  indicators  likely  increased  by 
0.8'^(  in  February,  on  top  of  a  0.9%  jump 
in  January.  That's  indicated  by  gains  in 


the  factory  workweek,  building  permits, 
consumer  expectations,  and  money-sup- 
ply growth  in  February. 

NAPM  SURVEY  

Wednesday,  Apr.  1,  10  a.m. 
The  National  Association  of  Purchasing 
Management's  index  of  business  activity 
likely  advanced  to  53.4%  in  March,  its 
highest  reading  in  six  months.  The  index 
stood  at  52.47^  in  February. 

CONSTRUCTION  SPENDING  

Wednesday,  Apr.  1,  10  a.m. 
The  MMS  consensus  expects  that  outlays 
for  building  projects  probably  jumped  by 
1%  in  February,  after  rising  1.3%  in  Jan- 
uary. Most  of  the  gain  was  in  residential 
construction. 


FACTORY  INVENTORIES 


Thursday,  Apr.  2,  10  a.m. 
Manufacturing  inventories  likely  fell 
0.27  in  February.  A  large  increase 
factory  output  suggests  manufacture 
dipped  into  their  warehouses  again. 
January,  inventories  shrank  by  0.47^. 

EMPLOYMENT 


Friday,  Apr.  3,  8:30  a.m. 
The  MMS  economists  are  cautiously  for 
casting  a  60,000  gain  in  nonfarm  pa 
rolls  in  March,  after  a  164,000  increa; 
in  February.  However,  because  signs  ' 
a  rebound  are  drawing  people  back  in 
the  labor  markets,  the  March  unemplo 
ment  rate  is  likely  to  remain  at  Febr 
ary's  high  7.3%'. 
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Think  of  it  as  a  moving  van 
for  just  $4.50. 


Go  ahead,  till  it  up.  One  giant  poster  or  one 
thousand  reports.  Even  packages  that  weigh  up  to  70 
pounds.  It  makes  no  difference  to  us. 

Because  we'll  pick  up  all  of  your  Express  Mail 
and  Two  Day  Priority  Maif"  packages  for  onlv 
$4-50.  And  that's  per  pickup,  not  per  package. 

Not  only  will  you  enjoy  door-to-door  service,  but  we'll 
guarantee  next  morning  delivery  "  of  your  Express  Mail 
packages  for  some  of  the  lowest  prices  around.  And  when  you 
have  to  get  it  there  fast,  but  not  overnight.  Priority  Mail  service 
delivers  two  pounds  in  two  days'*'  for  just  $2.90. 
w  So  when  you  need  a  pickup,  call  the  U.S.  Postal  Service  at 

1-800-222-1811.  And  get  packmg. 


USA 

OFFICIAL  OLYMPIC 
SPONSOR 


For  pickup: 

1-800-222-1811 


UNITED  STATES 
POSTAL  SERVICE 


*  Between  major  business  markets  Full  postage  refunded  if  delivery  is  not  attempted  by  noon  Some  resinccions  apply  Check  with  your  local  post  office  for  details 
t  Some  restrictions  apply.  Check  with  your  local  post  office  for  details 


36  use  380 
©  1992  United  States  Postal  Service 
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THE  REICHMANNS 
START  DEALING 

AS  CREDITORS  ClOSE  IN,  CANARY  WHARF  MAY  BECOME  A  BARGAINING  CHIP 


Canary  Wharf,  the  massive  office 
development  in  London's  dilapidat- 
ed docklands,  has  been  a  huge 
gamble  ever  since  it  was  a  glint  in  the 
eyes  of  Paul  Reichmann,  the  Toronto 
mogul  with  the  world's  largest  private 
real  estate  empire.  He  believed  the  proj- 
ect would  assure  London's  preeminence 
as  a  financial  capital. 

Like  his  other  landmarks,  including 
New  York  City's  World  Financial  Center 
and  Toronto's  First  Canadian  Place,  Ca- 
nary Wharf  was  more  than  a  building 
complex,  it  was  a  vision.  But  it  quickly 
became  a  financial  sinkhole,  draining 
strength  from  his  sprawling  empire, 
Olympia  &  York  Developments  Ltd. 

O&Y  picked  a  bad  time  to  invest  $3 
billion  in  the  71-acre  development:  Va- 
cancy rates  are  still  as  high  as  40'a  ,  and 
attempts  to  attract  tenants  are  at  a 
standstill  as  Lon- 
don suffers  its 
worst  property 
slump  in  45 
years. 


Meanwhile,  lending  has  dried  up  just  as 
O&Y  was  preparing  to  seek  financing. 

The  turmoil  at  O&Y  is  the  clearest  evi- 
dence so  far  of  the  depth  of  the  world- 
wide real  estate  slump.  By  now,  markets 
are  used  to  seeing  real  estate  tycoons  in 
trouble.  As  the  1980s  wound  down  and 
the  likes  of  Donald  Trump,  Peter  Kali- 
kow,  and  Trammell  Crow  took  sudden 
tumbles,  the  markets  bent,  but  didn't 
break.  But  the  Reichmanns  dwarf  every 
other  player  in  the  real  estate  game,  and 
the  crisis  at  O&Y  caught  the  attention  of 
central  bankers  in  London,  Ottawa,  and 
Washington. 

CULTURE  SHOCK.  Now,  the  Reichmanns 
are  on  unfamiliar  ground  with  their 
bankers.  Instead  of  relying  mainly  on 
their  reputation  as  shrewd  investors, 
they  must  reveal  what  is  for  them  an 
unprecedented  amount  of  financial  data. 
As  a  result,  the  Old  World  culture  at 
O&Y  that  rested  on  handshakes  and  Paul 
Reichmann's  word  of  honor  will  be  pro- 
,  foundly  changed. 

Going  into  the  restructuring  talks,  the 


Reichmanns  are  betting  that  Canaii 
Wharf  can  save  them.  A  prominet 
banker  familiar  with  the  negotiatior 
has  told  BUSINESS  WEEK  that  the  Reici 
manns  hope  to  use  the  London  offi( 
complex  as  their  main  bargaining  chii 
Specifically,  O&Y  hopes  to  persuade  i^ 
scores  of  bankers  to  accept  equity 
Canary  Wharf  or  use  it  as  collateral.  1 
return,  the  banks  would  cough  up  nei 
loans  to  help  the  Reichmanns  meet  the| 
obligations  and  finish  Canary  Wharji 
which  is  only  one-third  done.  [ 

It's  the  opening  gambit  in  what  coui  | 
emerge  as  the  biggest  corporate  del  i 
restructuring  in  history.  The  Reicl  ! 
manns  are  eager  to  soothe  anxious  banl  | 
ers  from  Toronto  to  Tokyo  who  haV  | 
lent  O&Y  upwards  of  $15  billion.  An 
that  doesn't  include  millions  of  dollai  j 
worth  of  other  obligations,  such  as  cui  | 
rency  and  interest  rate  swaps.  Ori 
banker  describes  O&Y's  swap  portfolio  i 
"sizable." 

No  one  knows  whether  O&Y's  creq 
tors,  including  the  Royal  Bank  of  Cam 
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HOW  TIME  RAN  OUT  FOR  O&Y 


JAN.  16 


Rift  between  O&Y  and 
Morgan  Stanley  hits 
the  papers.  A  few  days  later,  Paul 
Reichmann  admits  publicly  that 
"cash  flow  is  much  worse  than  it 
was  two  years  ago" 

Some  O&Y  commercial 
paper  and  other  debt 
downgraded 

The  Reichmanns  retire 
roughly  half  of  the  $800 
million  worth  of  O&Y's  paper 

O&Y  cancels  public  fi- 
nancing plan  for  Ca- 
nary Wharf  after  British  govern- 
ment nixes  tax  breaks 


MAR.  19 


MAR.  22 


FEB.  14 


MAR.  6 


MAR.  18 


The  Reichmanns  Sc 
they'll  redeem  the  i 
mainder  of  O&Y  paper  and  agree 
sell  Exchange  Tower,  a  Toronto  > 
fice  building,  for  $250  million 

O&Y  announces  pl< 
to  restructure  its 
enormous  debt,  which  totals  mor 
than  $15  billion  in  loans  from  100 
banks 

Thomas  Johnson,  f< 
mer  president  of  M 
ufacturers  Hanover,  is  named 
O&Y's  president.  Chairman  Paul 
Reichmann  will  devote  himself  er 
tirely  to  Canary  Wharf 


MAR.  24 
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itibank,  and  Barclays,  will  buy  in  to 
leichmann  solution.  But  they  may 
little  choice.  Canary  Wharf  is  the 
imanns'  biggest  asset  bearing  the 
debt.  Moreover,  if  bankers  fore- 
i  on  o&Y,  they  would  probably  end 
vning  the  project  anyway.  It  may 
down  to  a  question  of  who  finishes 
ry  Wharf,  the  Reichmanns  or  the 
jrs. 

lubles  have  dogged  O&Y  for  the 
two  years.  With  property  values 
^  and  vacancy  rates  soaring  in  all 
ajor  markets,  O&y's  once  formida- 
come  from  leases  has  sagged.  As  a 
o&y's  commercial  paper  on  Feb. 
as  downgraded,  despite  carrying 

guarantees.  That  made  it  harder 
arder  for  the  company  to  roll  over 
•term  obligations  (table).  On  Mar.  6, 
■etired  roughly  half  its  $800  million 
tstanding  commercial  paper. 
;  FIGHTERS.  At  roughly  the  same 
o&Y  executives  began  to  meet  pri- 
r  with  officials  at  the  Bank  of  Can- 
,nd  Bank  of  England.  The  central 
srs  were  said  to  have  expressed 
rn  about  a  potential  panic  in  world 
5ts  if  O&Y  couldn't  raise  enough 
to  service  its  debt.  Within  a  week, 
)mpany  began  notifying  banks  that 

would  need  debt  relief.  Most 
I't  surprised.  "As  soon  as  they  had 
jms  with  their  commercial  paper, 
!gan  scrambling,"  says  a  banker, 
soothe  its  lenders,  o&Y  is  doing  the 
ikable:  In  mid-March  it  started 
ig  its  balance  sheet  to  scrutiny. 

now,  the  Reichmanns  have  been 
•kably  successful  at  keeping  their 
my  under  wraps  in  spite  of  its 

It  includes  $20  billion  worth  of 
state  as  well  as  $2.8  billion  in  other 
;ments.  "It  was  clear  that  there 
I  need  to  share  more  information 


with  the  banks  than  the  Reichmanns  had 
in  the  past,"  says  a  banker. 

To  further  enhance  the  company's 
credibility,  o&Y  has  put  together  a  formi- 
dable team  to  work  out  a  strategy  with 
the  banks.  On  Mar.  24,  O&Y  named  for- 
mer Manufacturers  Hanover  President 
Thomas  S.  Johnson  as  president.  John- 
son, who  left  Manny  Hanny  before  it 
merged  with  Chemical  Banking  Corp.,  is 
the  first  person  who  isn't  a  member  of 
the  Reichmann  family  to  hold  the  posi- 
tion. His  mere  presence  signals  a  sea 
change  in  o&y's  style  of  doing  business. 

Despite  the  unprecedented  disclosure, 
one  banker  says  the  Reichmanns  want 
to  avoid  renegotiating  terms  on  most  of 
o&y's  existing  loans.  The  majority  of  the 

The  Reichmanns 
have  made  secrecy  a 

trademark,  but  to 
soothe  angst  among 

their  banks,  they 
must  open  the  books 


outstanding  credits  are  well-collateral- 
ized,  O&Y  insists. 

That  leaves  a  giant  question  mark 
over  Canary  Wharf,  which  could  eventu- 
ally cost  $6  billion.  Few  bankers  are  ea- 
ger to  force  the  Reichmanns  into  -bank- 
ruptcy with  stringent  demands.  The 
Royal  Bank  of  Canada  and  Canadian  Im- 
perial Bank  of  Commerce,  which  is  lead- 
ing the  negotiations  with  the  Reich- 
manns, are  each  said  to  have  up  to  $800 
million  of  O&Y  loans.  Citicorp,  O&Y's  big- 
gest lender  outside  Canada,  has  a  nearly 
$500  million  exposure. 

For  these  and  other  banks,  buying 
into  the  Reichmanns'  dreams  for  Canary 
Wharf  is  risky.  The  most  recent  test  of 
Canary  Wharf's  appeal  to  investors 
proved  catastrophic.  In  early  March,  a 
British  court  ruled  that  O&Y  had  to  buy 
back  Morgan  Stanley  &  Co.'s  office  tow- 
er at  Canary  Wharf  for  $240  million. 
O&Y  had  been  counting  on  Morgan  to 
arrange  outside  financing  for  the  trans- 
action. Morgan's  try  collapsed  when  a 
Japanese  pension  fund  pulled  out.  The 
Reichmanns  also  had  planned  to  raise 
$370  million  by  selling  one  of  the  build- 
ings to  individual  investors  in  the  form 
of  a  tax-free  trust.  o&Y  canceled  the 
scheme  when  Britain  lopped  off  the  tax 
breaks  in  its  1992  budget  proposal. 

With  so  many  uncertainties  surround- 
ing Canary  Wharf,  bankers  may  not  be 
eager  to  sign  on  to  O&Y's  plan.  Most  of 
O&y's  creditors  are  still  just  beginning  to 
understand  the  company's  overall  bal- 
ance sheet.  Still,  bankers  don't  have  a  lot 
of  time.  With  an  empire  this  size,  the 
stakes  are  much  higher  than  o&Y's  fu- 
ture. Many  of  the  world's  bankers  are 
countmg  on  a  speedy  resolution. 

By  John  Meehan  in  New  York,  with 
Mark  Marcmont  in  London,  Thane 
Peterson  in  Toronto,  and  bureau  reports 
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COMPETITIVENESS! 


THE  HIGH-TECH  BRAWL 
OVER  FREE  TRADE 


Bush  is  caught  between  makers  of  computers  and  screens 


President  Bush  loves  the  idea  of 
linking  the  economies  of  the  U.  S., 
Mexico,  and  Canada  into  a  North 
American  free-trade  zone.  And  he  de- 
tests the  notion  of  the  government  pick- 
ing winners  and  losers  among  indus- 
tries. But  to  the  White  House's  dismay, 
the  two  concepts  are  becoming  inextrica- 
bly linked  as  free-trade  negotiations  tee- 
ter toward  conclusion. 

The  White  House  is  now  being  asked 
to  settle  a  dispute  between  big 
U.  S.  computer  companies  and  the 
struggling  American  manufactur- 
ers of  flat-panel  displays  for  lap- 
top computers — the  hottest  seg- 
ment of  the  market.  Computer 
makers  want  the  pact  to  guaran- 
tee their  freedom  to  assemble  ma- 
chines in  Mexico  and  then  import 
them  to  the  U.  S.  duty-free.  Fine, 
say  the  display  makers,  just  as 
long  as  the  finished  machines  con- 
tain enough  North  American 
parts.  But  if  the  Mexicans  build 
computers  almost  entirely  out  of 
components  that  originated  in 
Asia,  the  screenmakers  contend, 
their  industry — and  ultimately  all 
U.  S.  computer  making — will  be 
imperiled. 

SNIPING.  The  Treasury  and  Com- 
merce Depts.  have  taken  up  the 
U.  S.  screen  industry's  cause,  even 
though.  White  House  sources  say. 
Chief  Economist  Michael  J.  Boskin 
has  been  warning  of  a  "politically 
and  economically  foolish  attempt 
at  industrial  policy."  The  result: 
sniping  among  Administration  of- 
ficials and  confusion  at  the  negoti- 
ating table.  Meanwhile,  computer 
companies  such  as  IBM,  Apple,  and 
Hewlett-Packard,  once  staunch 
backers  of  a  free-trade  pact,  are 
threatening  to  withdraw  support. 

But  others  see  an  inexorable 
hollowing  of  the  U.  S.  computer  indus- 
try. "U.  S.  computer  makers  can't  be- 
come competitive  by  dei^ending  on  their 
competitors — they  are  going  to  fly  their 
plane  right  into  the  ground  before  they 
realize  this,"  warns  James  M.  Hurd, 
president  of  tiny  Planar  Systems  Inc.,  a 
domestic  screen  manufacturer. 

In  fact,  U.  S.  computer  giants  already 
have  largely  rejected  American  screen- 
makers'  lagging  technology  in  favor  of 


that  produced  by  sophisticated  Japanese 
suppliers.  IBM  joined  Toshiba  in  a  50-50 
venture  to  make  laptop  screens  in  Japan. 
Compaq  Computer,  Dell,  and  AST  Re- 
search are  relying  on  Sharp's  flat-panel 
screens.  And  Apple  Computer  is  buying 
from  Hosiden  Electronics.  That  U.  S. 
computer  makers  would  trust  their  fu- 
ture to  powerful,  fiercely  competitive 
electronics  companies  in  Japan  strikes 
more  than  a  few  obse)'vers  as  impru- 


dent. "You'd  think  that  U.  S.  systems 
makers  would  want  to  foster  a  domestic 
infrastructure  to  support  productivity 
and  innovation  and  have  independent 
sources  of  supply,"  reasons  Eric  I.  Gar- 
finkel,  a  former  Assistant  Commerce 
Secretary. 

Only  the  Japanese  can  supply  the  next 
generation  of  color,  high-resolution 
screens,  reply  U.  S.  computer  makers. 
Japanese  companies  invested  $2  billion 


in  research  and  development  during  1 
to  perfect  the  devilishly  complex  prO' 
of  making  active-matrix  liquid-cryfj 
displays.  Besides,  the  computer  mak! 
point  out,  they  are  already  required] 
pay  a  62%  duty  on  the  import  of  s 
screens,  although  they  can  avoid 
duty  by  building  their  computers  abn 
Furthermore,  "the  purpose  of  the  fi 
trade  agreement  ought  to  be  to  libera' 
trade,  not  to  erect  new  barriers,"  argi 
Richard  Lehman,  IBM's  director  on  tr; 
and  investment. 

TIME  LIMIT.  So  far,  no  one  is  back: 
down.   Computer  makers  threaten 
withdraw   support  for  the  free-tn 
agreement,  saying  the  rules  protect] 
U.  S.  jobs  are  too  stringent.  That  wo 
only  win  votes  among  legislators  w 
ried  that  the  pact  isn't  tough  enouj 
some  in  the  Administration  figure.  If 
industry  withdraws  support,  ' 
call  a  press  conference  for  the 
I'll  hand  out  their  press  release 
promises  a  senior  Administrat 
trade  official. 

Time  may  be  running  out 
the  U.  S.  screenmakers.  SopI 
ticated  displays  appear  pror 
nently  on  everyone's  top-10  list 
"critical  technologies"  for  the 
ture.  But  American  comput^  m 
manufacturers  say  they  can't 
ford  to  wait  for  the  U.  S.  indusi  i  poi 
to  catch  up.  American  scre^Tj's 
makers  complain  that  they  do 
have  enough  orders  to  justify  t 
huge  investment  required  to  st 
up  output.  And  the  Administrati 
is  moving  like  a  glacier.  Inve 
ment  by  Commerce  and  Defen 
in  flat-panel  technology  is  m(  ;^ 
sured  in  tens  of  millions,  while  t 
cost  of  building  a  single  plant 
build  active-matrix  liquid-cryst 
displays  runs  from  $200  million 
$400  million. 

Even  trade  officials  agree  th 
the  free-trade  talks  are  a  clum; 
way  to  settle  a  technology-pol 
dispute.  But  the  effort  may  nevt 
theless  prove  worth  the  trouh 
if  only  the  White  House  lean 
something  about  the  potential  ai 
the  rationale  for  government  he 
in  high-technology  research  ai 
development. 
So  far,  it  has  mostly  been  Congre: 
earmarking  what  little  funds  are  ava 
able  for  favored  screenmaking  project 
Many  have  now  come  to  believe  that 
is  past  time  for  the  White  House  to  ca 
aside  its  priggish  standards  about  tl 
role  of  government  in  the  economy  ar 
consider  why  it  has  been  compiling  £ 
those  critical  technology  lists  in  tl  ., 
first  place. 

By  Paul  Magnusson  in  Waskingtd 
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Commentary/by  Lee  Walczak  and  Douglas  Harbrecht 


NO  ONE  IS  LAUGHING  AT  'GOVERNOR  MOONBEAM'  NOW 


?cause 
vernor 
n" 


Pundits  love  to 
lampoon  for- 
mer California 
Governor  Ed- 
mund G.  Brow^n 
Jr.  Is  Jerry 
Brown  a  liberal 
or  a  conserva- 
'  No,  he's  an  Aries.  Hear  the  cur- 
lineup  for  Brown's  Cabinet'?  Linda 
stadt  for  Minister  of  Culture, 
ler  Teresa  for  Secretary  of  Health 
uman  Services.  Will  Brown  hold  a 
mit  meeting  with  Russian  Presi- 
Boris  Yeltsin"?  No,  the  two  will 
do  a  Vulcan  mind-meld, 
of  his 
Moon- 
image,  the 
g  of  Brown  put- 
is  seems  endless, 
so  is  Brown's  ca- 
;y  to  confound  the 
iblishment.  At 
locratic  headquar- 
,  party  leaders 
not  laughing 
hey  contemplate 
possibility  that 
vn's  assaults  on 
trunner  Bill  Clin- 
may  hurt  the  par- 
chances  of  unseat- 
President  Bush, 
le  "spoiler"  label 
an  injustice  to 
vn,  whose  upset 
iry  in  the  Mar.  24 
necticut  primary 
set  Clinton  up  for 
tentially  more  pro- 
d  embarrassment 
ew  York  on  Apr. 
'act  is.  Brown  is 
a  spoiler  than  a 
r-day  Savonarola,  a  monastic  zeal- 
'hose  promise  to  put  a  torch  to  a 
rupt  political  system"  mirrors  vot- 
bellicose  mood  this  year. 
5  a  messenger,  Brown  strains  cre- 
y.  He  has  undergone  more  political 
sformations  than  Woody  Allen's 
J  character.  He  started  out  in  Cali- 
ia  politics  as  an  ascetic  New-Age 
y.  He  railed  against  nuclear  power 
agricultural  growers,  passed  up 
Governor's  limo  for  a  plain  Plym- 
,  and  took  pilgrimages  to  Zen  med- 
)n  centers — but  he  governed  by 
fully  nurturing  ties  to  labor  and 
r  traditional  party  blocs.  Washed 
of  the  statehouse  by  California's 


conservative  wave.  Brown  reemerged 
in  1989  as  state  party  chairman  and 
cheerfully  hit  up  business  for  the  spe- 
cial-interest dollars  he  now  abhors. 
VOLUNTEER  ARMY.  His  latest  political 
incarnation  may  seem  unlikely,  but 
Brown  is  using  it  to  win  converts.  He 
has  won  primaries  or  caucuses  in  Con- 
necticut, Colorado,  and  Nevada,  run  a 
strong  second  in  Maine  and  Michigan, 
and  could  win  again  in  Vermont  on 
Mar.  31  and  Wisconsin  on  Apr.  7.  Polls 
show  him  tied  with  Clinton  in  Califor- 
nia, whose  June  2  primary  ends  the 
nominating  season. 
Moreover,   by  continually  bashing 


Brown  has  undergone  more  political 
transformations  than  Woody  Allen's  Zelig 


Clinton  over  ethics,  his  Arkansas  rec- 
ord, and  a  slippery  switch  from  South- 
ern good  oF  boy  to  traditional  Demo- 
crat, Brown  is  beginning  to  inflict  real 
damage:  Connecticut  exit  polls  found 
that  46%  of  Democratic  voters  question 
Clinton's  character.  The  assault  is  pre- 
venting Clinton  from  training  his  guns 
on  George  Bush.  "People  know  Brown 
is  a  charlatan,"  says  pollster  Irwin  J. 
Harrison.  "But  they  believe  that  the 
political  system  is  bought  and  paid  for, 
and  Clinton  is  part  of  the  system." 

Politics  aside,  there  are  also  substan- 
tive reasons  why  pols  should  start  tak- 
ing Brown  more  seriously.  The  first  is 
the  potency  of  his  message.  Although 


Brown's  characterization  of  Democrats 
and  Republicans  as  united  in  a  money- 
grubbing  elite  is  exaggerated,  cam- 
paign finance  is  a  scandal  and  does 
force  lawmakers  to  spend  most  of  their 
waking  hours  wheedling  contributions 
from  organized  interests.  Asked  about 
this,  Clinton  mumbles  platitudes  about 
imposing  modest  campaign-spending 
limits  and  making  free  air  time  avail- 
able to  challengers.  Brown  counters 
that  Clinton  seems  an  unlikely  reform- 
er, since  the  Arkansan's  campaign  is 
heavily  underwritten  by  $1,000  contri- 
butions from  Wall  Street  lawyers  and 
investment  bankers  (page  83). 

And  Brown  has  dis- 
covered that  most  vot- 
ers don't  cast  their 
ballots  because  they 
are  bowled  over  by 
an  86-page  economic 
tract.  Thanks  to  savvy 
research  done  by  poll- 
ing guru  Patrick  Cad- 
dell,  Brown  has  fo- 
cused his  energy  on 
bashing  the  irredeem- 
able corruption  of 
Democratic  and  Re- 
publican incumbents. 
In  1984.  Gary  Hart 
nearly  toppled  Walter 
F.  Mondale  with  this 
approach.  Brown,  a 
far  more  supple  politi- 
cian, is  following  the 
same  blueprint. 

Relying  on  the  poli- 
tics of  resentment. 
Brown  has  put  togeth- 
er an  odd  coalition  of 
liberals,  environmen- 
talists, alienated  blue- 
collar  workers,  and 
radical-chic  elements  of  Jesse  Jack- 
son's Rainbow  Coalition.  The  pastiche 
has  hung  together  despite  Brown's 
calls  for  a  nakedly  regressive  13%  flat 
tax,  an  idea  that  sets  hearts  pounding 
with  glee  at  the  conservative  Heritage 
Foundation. 

No,  Brown  doesn't  stand  to  win  the 
nomination  this  way.  But  should  a  new 
scandal  sink  Clinton,  the  party  elders 
Brown  reviles  will  have  to  yank  the 
prize  away  from  him.  That  would  split 
the  Democratic  Party  wide  open,  fuel  a 
new  burst  of  anti-Establishment  cyni- 
cism— and  pave  the  way  for  a  future 
crusader  to  rally  the  voters  against 
those  dug-in  dinosaurs  in  Washington. 
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SOFTWARE! 


'THIS  HAS  TO  BE 

BORLAND'S  WORST  NIGHTMARE' 


It's  showdown  time  as  Microsoft  invades  its  data-base  turf 


The  "barbarian"  of  the  personal- 
computer  software  biz.  That's  how 
Borland  International  Inc.  sees  it- 
self— touJ^h,  lean,  aggressive,  anything 
but  conventional.  Now,  we'll  see  how 
barbaric  Borland  can  be. 

On  Mar.  24,  Microsoft  Corp.  threw  a 
flaming  spear  at  the  heart  of  Borland's 
business.  Microsoft  said  it  will  acquire 
Fox  Software  Inc.  for  about  $178  million 
in  Microsoft  stock.  A  $45  million  compa- 
ny, Fox  is  by  no  means  elephantine,  but 


software,  made  it  the  undisputed  king  of 
PC  programs  used  to  keep  tabs  on  every- 
thing from  personnel  files  to  inventory 
records. 

Borland  Chairman  Philippe  Kahn  has 
never  faced  such  a  foe  in  his  core  busi- 
ness. "Of  course  I'm  worried.  How  can 
you  not  be  about  anything  the  richest 
guy  in  America  wants  to  do?"  Kahn 
says,  referring  to  Microsoft's  billionaire 
Chairman  William  H.  Gates.  But  Kahn 
already  knew  that  his  Redmond  (Wash.) 


MICROSOFT  BUYS 
A  MARKET  FORCE 
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it  is  the  No.  2  supplier  of  vc  data-base 
software  behind  Borland  (chart).  The 
deal,  Microsoft's  largest  to  date,  would 
create  a  formidable  challenge  by  combin- 
ing Microsoft's  deep  pockets  and  market 
power  with  Fox's  much-i)raised  pro- 
grams. Says  analyst  Bruce  M.  Lupatkin 
of  Hambrecht  &  Quist  Inc.:  "This  is  a 
direct  threat  to  the  Borland  dominance." 
The  day  the  news  broke,  Borland's  stock 
sank  10%,  to  63. 

GOBBLING  AWAY.  So,  Borland  will  have 
to  fight  to  keep  its  crown.  Today,  Bor- 
land controls  about  50%  of  the  $600  mil- 
lion PC  data-base  mari<et — in  large  part 
through  an  acquisition  of  its  own.  Last 
year,  it  snapped  up  Ashton-Tate  Co.,  the 
maker  of  the  industry-leading  dBASE,  in 
a  $439  million  stock  swap.  That,  along 
with  Borland's  own  successful  Paradox 


rival  had  designs  on  data  bases.  By  late 
1992,  Microsoft  plans  to  make  its  own 
grand  entrance  with  a  homegrown  pack- 
age, code-named  Cirrus,  2V2  years  in  the 
making. 

With  Fox  in  hand,  Microsoft  can  begin 
gobbling  up  market  share  even  sooner. 
Within  a  year  or  so,  analysts  say,  Micro- 
soft could  garner  as  much  as  25%.  And 
Gates  seems  to  be  counting  on  it.  "I'd  be 
very  disappointed  if  we  were  anywhere 
close  to  only  10%"  of  the  data-base  mai-- 
ket,  he  says.  "Very,  very  disappointed." 

And  Gates  hates  to  be  let  down.  Fox 
hopes  to  keep  Gates  happy  by  introduc- 
ing in  July  new  versions  of  its  FoxPro 
package,  including  one  for  Microsoft's 
hot-selling  Windows  graphics  programs 
for  computers  running  its  MS-DOS  soft- 
ware. The  tandem  of  Cirrus  and  FoxPro, 


he's  betting,  will  appeal  to  two  differ] 
sets  of  customers.  Cirrus,  which  n 
on  graphic  symbols  for  ease  of 
should  lure  first-time  data-base  us 
FoxPro  is  for  those  wedded  to  dfi 
technology.  It's  no  coincidence  that 
land  courts  the  same  two  groups  of  si 
ware  buyers.  "This  has  to  be  Borla: 
worst  nightmare,"  says  analyst  B 
Lyter  of  Montgomery  Securities. 

If  so,  it  may  be  Microsoft's  dre 
FoxPro,  a  dBASE  clone,  zips  throi 
data  faster  than  its  progenitor,  some 
viewers  say.  As  such,  it  could  appea! 
the  3  million  dBASE  users.  Swaying  th 
over  to  FoxPro  so  far  has  not  been  ee 
Says  Fox  President  David  L.  Fult 
"We  just  haven't  had  the  resources.' 
EXODUS.  Now,  Fulton's  squadron  is  p 
of  the  world's  biggest  software  out 
Microsoft  promises  a  broad  market 
and  distribution  effort.  It's  unclear 
many  of  Fox's  250  peo 
will  move  to  the  Seat 
area,  but  its  21  software 
velopers  are  already  pa 
ing.  Ditto  for  Fulton,  47 
former  computer  sciei 
professor  who  co-founc 
Fox  in  1983  in  his  Perr 
burg  (Ohio)  living  room  w 
Richard  G.  La  Valley,  an 
torney  who  put  up  half  t 
initial  $100,000  seed  mon  ' 
The  two  stand  to  reap  i 
million  each  in  Microsi 
stock.  And  Fulton  can't  w 
to  get  started  as  Microsof 
so-called  data-base  archite 
"This  is  like  giving  a  kid  t 
biggest  electric  train 
could  get,"  he  says. 

The  deal  is  not  a  total  si 
prise.  For  three  years,  tht 
have  been  courtships 
tv/een  the  two  compann 
But  this  past  October,  tal 
grew  serious  after  one  c 
ifted — namely,  a  threateni: 


M 


I 

1 


stacle  was 
lawsuit  against  Fox.  The  suit,  which  w 
filed  in  1988  by  Ashton-Tate,  claim 
Fox  illegally  copied  dBASE  features.  T 
irony:  After  Borland  acquired  Ashtc 
Tate,  it  dropped  the  suit  under  pressu 
from  the  Justice  Dept.  And  it  promis 
not  to  file  a  similar  one  for  10  years. 

Without  that  legal  sword,  Borland  w 
have  to  rely  on  aggressive  developmei 
marketing,  and  pricing.  But  Kahn  h 
been  through  skirmishes  with  Microsc 
before  and  says  he  is  prepared  for  t 
upcoming  biggie.  "We  don't  intend 
give  up  anything,"  he  declares.  "0 
company  will  tighten  its  belt  and  mal 
sure  we're  leaner  and  meaner."  Wl 
would  expect  anything  less  from  a  tri 
barbarian? 

By  Kathy  Rebello  in  San  Francis 
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CHNOLOGYI 


UILD  TO  SUIT:  CEO  BERGER  CUSTOM-DESIGNED  THE  COMPANY  TO  APPEAL  TO  INVESTORS 


ME  BIOTECH  BABIES 
E  JUST  BORN  LUCKY 


D  is  benefiting  from  brilliant  marketing — but  can  it  deliver? 


Company  has  no  products  avail- 
for  sale  and  does  not  expect  to 
my  products  commercially  avail- 
br  many  years,  if  at  all." 
RIAD  Pharmaceuticals  Inc.,  private 
iient  memorandum,  Jan.  22,  1992 

surely  not  the  first  biotech  compa- 
to  try  to  raise  money  with  an 
proved  technology  and  no  products 
it.  But  even  in  this  high-risk,  high- 
d  field,  the  leap  of  faith  that  a 
p  called  ARIAD  is  asking  investors 
te  is  enormous.  Soon,  the  Cam- 
;  (Mass.)  company  will  announce 
:  has  successfully  completed  a  pri- 
)lacement  raising  $46  million.  That 
lake  it  the  largest  startup  deal  in 
h  history.  Not  too 
y  for  a  company 
3  headquarters 
labs  consist  of 
lines  and  two-by- 
rames  in  a  gutted 

linary  biotech 
ps  emerge  from 
il  years  of  incuba- 
y  venture  capital- 
arceling  out  mon- 
dribs  and  drabs. 
I.RIAD  is  no  ordi- 
startup.  "I 
ht  about  what  the 
;teristics  would  be 
company  that 


would  be  a  big  success,"  says  CEO  Har- 
vey J.  Berger.  Less  than  a  year  ago,  he 
and  a  savvy  group  of  co-founders  cus- 
tom-designed the  company  to  win  inves- 
tors' hearts.  They  packaged  a  sexy  new 
technology  called  signal  transduction, 
well-known  names  on  the  advisory 
board,  and  experienced  management. 
STRANGE  BEHAVIOR.  It  was  the  right  rec- 
ipe. The  deal  was  oversubscribed,  and 
Berger  says  he  could  have  raised  $10 
million  to  $20  million  more.  But  he 
couldn't  keep  controversy  out  of  the 
mix.  Some  biotech  executives  and  ven- 
ture capitalists  say  ARIAD  is  no  further 
along  than  a  handful  of  competitors  pur- 
suing more  focused  research  in  the  same 
field.  And  they  worry  that  if  ARIAD  frit- 


WHERE  ARIAD  PLANS  TO 
SPEND  $46  MILLION 


RECEPTOR 


The  biotech  startup  is  researching  a 
'signal  transduction'  and  'protein  ^fl 
trafficking'  to  gain  insight  into 
how  to  develop  novel  drugs. 
Here's  how  that  works:  When 
a  cell  interacts  with  an  outside 
agent,  such  as  a  virus,  a  signal 
travels  to  the  cell's  DNA,  which 
may  respond  by  making  proteins.  ^ 
That  causes  disease.  Ariad  wants  to  \ 
short-circuit  this  process  to  fight  such  | 
illnesses  as  cystic  fibrosis  and  cancerj 


DATA:  COMPANY  REPORTS 


ters  away  its  huge  cash  hoard,  all  of 
biotech  could  get  a  bad  name.  "This  is 
distressing  for  people  who  are  trying  to 
build  real  companies,"  says  Joshua 
Boger,  CEO  of  the  drug  design  company 
Vertex  Pharmaceuticals. 

Berger  &  Co.  would  argue  that  they 
are  building  a  real  company — they're 
just  cutting  down  the  construction  time. 
Over  a  year  ago,  Kevin  Kinsella  and 
Lawrence  A.  Bock  of  the  La  Jolla  (Calif.) 
venture-capital  firm  Avalon  Ventures 
saw  that  scientists  were  making 
progress  in  unraveling  what's  some- 
times called  the  black  box,  the  interior  of 
the  cell  where  the  messages  that  control 
its  destiny  and  behavior  are  transmitted 
(diagram).  Drugs  typically  work  at  the 
cell  surface  level,  but  what  they  trigger 
inside  has  been  a  mystery.  It's  one  rea- 
son drug  developers  have  trouble  con- 
U'olling  side  effects. 

Avalon  decided  that  signal  transduc- 
tion, the  science  of  controlling  those  cel- 
lular signals,  was  ripe  for  commercial- 
ization. Meanwhile,  Berger,  a  respected 
R&D  chief  at  Centocor  Inc.,  an  estab- 
lished biotech  company  in  Malvern,  Pa., 
was  itching  to  start  his  own  company. 
Berger  agreed  with  Avalon  that  a  com- 
pany could  use  signal  transduction  to 
design  drugs  that  zeroed  in  on  disease- 
causing  signals  and  disrupted  them  with- 
out side  effects. 

The  previous  year,  Berger  had 
watched  New  York  investor  David  Blech 
raise  a  then-record  $33  million  to  start 
Icos,  a  Seattle  company  focused  on  in- 
flammatory disease.  Although  he  didn't 
know  Blech,  Berger  knew  that  he,  too, 
wanted  to  put  together  a  big  deal.  After 
a  series  of  meetings,  Berger,  Avalon, 
and  Blech  decided  to  join  forces,  with 
Blech  agreeing  to  foot  the  bills  until 
they  could  pull  off  a  mega-funding  deal. 
As  the  popularity  of  biotechnology 
stocks  last  year  soared,  it  just  "made  us 
more  ambitious,"  Blech  says. 

Bock  and  Kinsella  met  with  more  than 
300  scientists  to  scope  out  the  field. 
Berger  began  recruiting  scientists  and 
executives  from  Centocor  and  else- 
where. By  January,  the 
company  had  lined  up  a 
dozen  licensing  deals 
with  universities  and 
persuaded  20  well- 
known  scientists,  in- 
cluding Nobel  laureates 
David  Baltimore  and 
George  E.  Palade,  to 
join  an  advisory  board. 
Berger  scored  his  great- 
est coup  in  enlisting 
Joan  S.  Brugge,  one  of 
the  world's  most  re- 
spected investigators  in 
signal  transduction,  to 
be  scientific  director. 
But  things  happen 
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fast  in  biotech.  As  Brugge  admits,  the 
"signal  transduction  field  is  changing 
daily."  And  today's  leading  researcher 
can  be  tomorrow's  flat-earther.  And 
there's  no  certainty  a  company  can  har- 
ness its  new  findings  to  make  safe  and 
effective  drugs. 

That's  why  it's  tough  to  figure  why 
the  company  deserves  a  valuation  so 
much  higher  than  other  startups.  Al- 
though Berger  insists  ARIAD  will  "domi- 
nate the  field,"  its  technology  is  at  a 
very  early  stage — and  it  has  plenty  of 
competition  already.  At  least  three  other 
young  companies,  Tularik,  Sugen,  and 
Sphynx  Pharmaceuticals,  are  working  in 
aspects  of  this  field.  Soon,  the  biotech 
company  ImClone  will  announce  it's 
spinning  off  a  subsidiary  called  Cadus  to 
do  the  same.  And  both  Sphynx  and  Ca- 
dus are  further  along:  Cadus  has  a  pat- 
ent and  20  preliminary  drug  candidates. 
Sphynx  will  test  its  first  drug  on  people 
this  summer. 

BIG  DEALS.  Investors  and  fans  of  the 
deal  say  they  are  betting  on  the  all-star 
cast  and  that  by  giving  them  a  war  chest 
they  can  concentrate  on  building  a  busi- 
ness instead  of  fund-raising.  "I  think 
Harvey  Berger  is  a  money-maker,"  says 
analyst  Peter  Drake  of  Vector  Securi- 
ties International.  Amerindo  Invest- 
ments is  confident  enough  in  the  strate- 
gy to  buy  in.  Amerindo  fund  analyst 
Sarah  L.  Gordon  notes  that  the  $2-a- 
share  placement  likely  is  "a  lot  cheaper 
than  participating  in  the  IPO"  some- 
where down  the  line. 

But  it's  fair  to  ask  how  many  great 
chefs  the  broth  needs  at  this  stage:  Sci- 
entists have  strong  egos,  and  that  can 
make  for  conflict.  One  of  Icos'  key 
founders  quit  abruptly  just  months  after 
that  company's  private  placement.  Says 
Samuel  D.  Waxsal,  CEO  of  rival  ImClone: 
"If  [the  scientific  board]  has  real  power, 
they'll  all  try  to  force  programs  they 
care  about,"  imperiling  the  company's 
focus.  Boger  chides  that  a  big  advisory 
board  is  "a  prescription  for  total  chaos." 
Retorts  Blech:  "It  will  take  just  one  ma- 
jor lead  from  one  of  these  eminent  peo- 
ple to  pay  off  in  spades." 

ARIAD's  financial  coup  will  undoubted- 
ly prompt  other  ambitious  deals.  Avalon 
is  already  working  with  Blech  on  anoth- 
er. But  are  the  investors  in  these  financ- 
ings making  their  decision  based  on  the 
company's  long-term  potential?  Not  en- 
tirely. They're  also  betting  that  the  com- 
pany will  go  public  in  a  few  years.  If 
.ARIAD  goes  public  within  a  year  or  two, 
as  it  hopes  to  do,  and  the  market's  appe- 
tite for  biotech  is  still  keen,  ground-floor 
investors  figure  to  make  a  bundle — even 
if  there  are  still  no  products  in  sight. 

By  Joan  O'C.  Hamilton  i?j  Sa?i 
Francisco  and  Geoffrey  Smith  in  Boston 


DEALS  I 


PAINTING  A  NEW  FACE 
ON  REVLON 


Debt  is  down,  and  it's  going  public.  But  can  it  find  the  old  magic? 


arried  three  times  and  a  notori- 
lOus  philanderer,  Charles 
iRevson  never  got  along  with 
women.  But  he  sure  knew  how  to  sell  to 
them.  For  decades,  Revson's  Revlon  Inc. 
was  the  last  word  in  beauty. 

But  by  1985,  Revson  was  long  gone, 
his  successor,  Michel  Bergerac,  was  a 
flop,  and  raider  Ronald  0.  Perelman  had 
taken  over.  Perelman,  who  knows  more 
about  leverage  than  lipstick,  loaded  a 
horrifying  $2.9  billion  in  debt  onto  the 
company's  balance  sheet.  Wall  Street 
watched  with  morbid  fascination  as 
Revlon  flirted  with  default.  And  while 
the  cigar-waving  financier  and 


How  did  Perelman  pull  it  off?  Pai 
by  selling  assets.  Among  them: 
Factor,  acquired  in  1986,  and  Beatj 
which  Perelman  bought  in  1989.  BI 
were  sold  to  Procter  &  Gamble  Co. 
$1.2  billion  last  year — double  what  Pejt 
man  paid.  The  financier  also  sipho: 
off  some  of  the  take  from  initial  pu' 
offerings  of  stock  in  other  compani 
About  75'7f  of  the  $48  million  raised 
summer  in  the  stock  sale  of  comic-bc 
giant  Marvel  Entertainment  Gro\ 
known  for  its  Spider-Man  and  The 
credible  Hulk,  went  into  Revlon's  c 
fers.  And  10%  of  the  $83  million 
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socialite  wrestled  with  his  credit  tab, 
Revlon's  glamour  faded. 

Now,  it  looks  as  if  this  Fifth  Avenue 
fable  may  have  a  happy  ending.  Revlon's 
debt  is  under  control.  Innovation  has  be- 
gun again.  And  the  company  has  its  tar- 
get customer  firmly  in  sight.  Indeed, 
while  Revson's  magic  is  missing,  his  em- 
pire is  largely  intact. 
HOT  ISSUE.  Perelman's  endgame  is  set  to 
start  in  two  months,  when  Revlon  hopes 
to  sell  stock  to  the  public.  Revlon  has 
yet  to  announce  the  offering,  but  Perel- 
man aims  to  peddle  l57o  to  18%  of  his 
wholly  owned  concern,  raising  $400  mil- 
lion to  $600  million  in  fresh  capital.  Much 
of  that  will  go  to  pay  off  borrowings.  To 
date,  he  has  whittled  debt  down  to  $750 
million,  less  than  a  quarter  of  its  peak 
three  years  ago  (table).  "That's  not  bad 
work,"  boasts  his  chief  lieutenant,  How- 
ard Gittis. 


Mar.  24,  1 992      "Estimated,  after  stock  sal^ 
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raised  with  Coleman  Co.,  the  campi 
equipment  maker,  went  to  Revlon. 

Odds  are  that  Revlon's  stock  sale 
be  one  of  the  hot  issues  of  the  yei 
Cash  flow  now  comfortably  covers  in' 
est  payments.  Meanwhile,  the  IPO  m; 
ket  keeps  roaring,  and  Perelman  hai 
hot  hand:  Since  it  went  public  in  Febi 
ary,  Coleman  is  up  14%,  to  29.  Man 
has  tripled,  to  30,  since  its  IPO  last  Ju' 

Wall  Street  may  be  happy,  but  Pe 
man  has  yet  to  prove  he  can  cut  it  ijlai 
town.  So  far,  his  performance  as 
makeup  marketer  has  been  mixed.  So' 
after  taking  control  of  Revlon,  Perelm; 
allowed  the  company's  managers  to 
vert  it  from  the  mass  market  toward  t 
prestige  department-store  business, 
support   the   redirection,  Perelm 
bought  Germaine  Monteil,  among  ot 
ers.  However,  Revlon  had  trouble  coi 
peting  against  seasoned  and  popul 
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by  25%  this  year,  to  $200  million. 
Revlon's  campaigns  badly  need  an  over- 
haul, says  Suzanne  Grayson,  a  Santa 
Barbara  (Calif.)  marketing  consultant 
who  headed  Revlon  marketing  under 
Revson.  "They  really  don't  supjjort  their 
brands,"  she  says. 

Consider  the  "Unforgettable  Woman" 
campaign.  These  ads,  featuring  such  ce- 
lebrities as  Oprah  Winfrey,  Audrey  Hep- 

 burn,  and  Nancy  Sinatra,  were 

meant  to  boost  the  Revlon 


■klN 

ppEi^        Cindy's  flawless  complexion 
1^  isn't  just  nature's  endowment.  She 
could  be  using  Almay,  Revlon's  entry 
in  the  superhot  hypo-allergenic  skin 
cream  category.  It  outsells  Procter  & 
Gamble's  Clarion  and  other  drugstore 
brands.  Revlon  also  is  wooing  pink- 
collar  women  by  selling  its  tony 
Ultima  II  line  at  J.C.  Penney 


name,  not  to  promote  any  specific  prod- 
uct. A  mistake,  it  turns  out:  Women  re- 
spond to  ads  that  stress  a  particular 
makeup.  And  many  of  the  celebrities 
proved  too  old  to  appeal  to  Revlon's  tar- 
get audience.  Newer  Revlon  ads  feature 
supermodels  Claudia  Schiffer,  21,  and 
Cindy  Crawford,  26,  newly  married  to 
Hollywood's  Richard  Gere. 

The  fresh  ads  may  already  be  helping. 
Market  share  inched  up  in  1991.  And  in 
one  crucial  arena,  Revlon  is  the  market 
leader:  the  lipstick,  eye  shadow,  and  nail 
polish  sold  in  drugstores.  "Revlon  is  still 
a  very  powerful  name  with  the  consum- 
er," says  Carol  Robinson,  a  vice-presi- 
dent at  Youngstown-based  Phar-Mor  of 
Ohio  Inc.,  a  291-store  drugstore  chain. 

Revlon  has  even  improved 
new-product  develop- 


NAiLs 

Cindy's  nails  are  coated 
with  Revlon's  best-selling  polish,  which 
holds  29%  of  the  drugstore  market. 
The  color?  Looks  like  Cherries-in-the- 
Snow,  a  classic  founder  Charles  Rev- 
son  introduced  in  1 953 


ment — a  decided  weakness  since 
Revson's  departure.  The  Nakeds,  a  two- 
year-old  part  of  the  Ultima  II  line,  is 
selling  well  to  teens.  And  cosmetics  buy- 
ers have  given  new  products,  including 
Velvet  Touch  lipsticks  and  Impulse  mas- 
caras high  marks.  Revlon's  newest  try  is 
Essentials,  "environmentally  correct" 
makeup  a  la  The  Body  Shop's  line. 

The  inspirational  genius  that  dreamed 
up  Cherries  in  the  Snow,  a  1950s  Revson 
color,  is  gone.  But  less  red  on  Revlon's 
balance  sheet  suggests  that  the  change 
in  raider-turned-manager  Perelman  may 
be  more  than  cosmetic. 

By  Larry  Light  and  Laura  Zinn  in 
New  York 
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eNews 


HEALTH  CARE  I 


'I  GUESS  THE  PRICE  OF 
SALT  WATER  IS  GOING  UP' 


Implant  makers  are  hiking  prices  following  the  Dow  Coming  uproar 


Cristin  Sanborn  figures  her  new 
breasts  were  a  bargain.  In  early 
March,  after  reading  frightening 
headHnes  about  silicone-gel  implants,  the 
29-year-old  Los  Angeles  hotel  renovator 
decided  to  have  hers  removed.  Her  doc- 
tor replaced  the  three-year-old  gel  sacs 
with  saltwater  implants.  Now,  Sanborn 
figures  she  was  smart  to  act  when  she 
did,  even  though,  at  $950  a  pair,  the  sacs 
cost  $400  more  than  in  December.  Next 
year  the  implants  could  run  $1,500  or 
more — if  they're  still  on  the  market. 

Indeed,  Dow  Corning  Corp.'s  Mar.  19 
announcement  that  it  would  quit  the 
breast-implant  business  altogether 
leaves  just  two  small  outfits  selling  the 
devices  to  U.  S.  plastic  surgeons.  Unhin- 


a  newspaper,  and  you  can  see  that  the 
cost  of  doing  business  is  up,"  says  Jan 
Varner,  president  of  McGhan,  a  Santa 
Barbara-based  subsidiary  of  California 
medical-products  maker  Inamed  Corp. 
Mentor,  another  Santa  Barbara  compa- 
ny, will  say  only  that  the  pricing  on  its 
products  reflects  the 
high  cost  of  selling 
breast  implants.  While 
neither  will  break  out 
implant  revenues,  ana- 
lysts figure  each  com- 
pany sold  $20  million  to 
$80  million  worth  of  the 
devices  last  year. 

To  many  women's  ad- 
vocates, the  price  hikes 
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MENTOR 


GEORGETOWN'S  SPEAR:  DEMAND  FOR  COSMETIC  IMPLANTS  "HAS  BASICALLY  DISAPPEARED" 


dered  by  big-time  competitors,  both  have 
suddenly  and  dramatically  raised  prices 
on  their  saline-based  products.  Since  Jan- 
uary, when  the  Food  &  Drug  Adminis- 
tration imposed  a  moratorium  on  sili- 
cone-gel implants.  Mentor  Corp.  and 
McGhan  Medical  Corp.  have  imposed 
507f  hikes  on  their  saline  alternatives. 
And  more  hikes  are  coming,  executives 
at  the  two  companies  say. 
HIGHER  COSTS.  Behind  the  price  surge. 
Mentor  and  McGhan  maintain,  is  a  fear 
of  increased  litigation  and  the  cost  of 
preparing  new  research  to  meet  regula- 
tors' demands.  "You  just  have  to  pick  up 


are  little  more  than  greed.  "I  guess  the 
price  of  salt  water  is  going  up,"  says 
Sybil  Niden  Goldrich,  co-founder  of  Los 
Angeles-based  Command  Trust  Net- 
work, which  distributes  information 
about  implants.  She  argues  that  today's 
patients  are  being  forced  to  shoulder  the 
cost  of  past  mistakes  with  the  much- 
embattled  gel  devices.  "They're  goug- 
ing," she  says. 

Yet  there's  no  question  that  govern- 
ment regulators  are  beginning  to  ques- 
tion data  about  the  safety  of  saline  im- 
plants. FDA  Commissioner  David  A. 
Kessler  has  said  he  will  review  the  salt- 


water types  as  part  of  his  review 
other  implants,  including  pumps  used 
heart  surgery  and  penile  and  testicu 
devices  made  of  silicone.  To  prepai,  ■ 
companies  selling  such  products  are 
dertaking  elaborate — and  costly — m'  \ 
studies. 

The  implant  companies  say  those  bijf 
will  have  to  be  paid  by  the  consumi 
Besides,  says  Oppenheimer  &  Co.  ai, 
lyst  Glenn  Reicin,  the  companies'  ui' 
costs  will  soon  rise,  since  the  demand  f| 
breast  implants  is  expected  to  drop  d 
matically.  Today,  Mentor  and  McGh: 
are  hard  put  to  keep  up  with  orde: 
particularly  among  women  who  waj 
their  silicone  sacs  replaced  with  the  s 
line   alternative.  B 
over  time,  women  w 
want  larger  breasts  v 
cosmetic  reasons — w! 
have  made  up  perha' 
807.  of  the  $90  millii 
market — may  shun 
implants.  "That  demai 
has    basically  disal 
peared,"  reports 
Scott    L.  Spear 
Georgetown  Universi' 
Medical  Center  profi 
sor  and  practicing  pi; 
tic  surgeon 
Women  have  good  reason  to  be  wai 
of  even  the  saline  sacs.  Surgeons  rep^ 
that  as  many  as  1  in  5  of  the  sacs  mai 
before  1985  will  burst  or  leak  after  b 
ing  in  place  for  five  years.  And  even  tl 
newer,  sturdier  versions  can  blow  oi  \ir 
during  rigorous  activity.  While  seepir 
sterilized  saltwater  isn't  anywhere  nei 
as  harmful  as  silicone  gel,  new  surgei 
is  required  to  replace  the  implant.  Ai  icr; 
ihe  devices  can  interfere  with  cance  j.l: 
diagnosing  mammograms.  What's  mor  li 
many  plastic  surgeons  believe  there  mi  atsl 
be  undetected  risks  to  the  implants,  no  ;isf 
ing  that  scientific  data  are  scarce.  "F; 
not  sure  any  of  us  knows  the  story  yetj 
says  Dr.  Norman  Anderson,  an  inter! 
ist  and  FDA  adviser  at  Johns  Hopkir 
University. 

Still,  there  are  many  women  wl 
insist  that  they  have  a  right  to  breai 
implants.  Kessler  is  set  to  rule  on  £ 
FDA  panel's  recommendation  that  ir 
plants  be  widely  available  to  women, 
long  as  they  are  closely  monitored.  f< 
matter  what  Kessler  decides,  howeve 
he  is  sure  to  take  a  lot  of  heat.  "Pn 
hibition  has  never  been  shown  to  wor 
in  this  country,  and  women  will  deman 
access  to  these  products,"  says  Dr.  V 
Grant  Stevens,  a  plastic  surgeon  froi 
Marina  del  Rey,  Calif.  Probably  so- 
but  they  will  be  paying  lots  more  f( 
them. 

By  Joseph  IVeber  in  Philadelphia, 
bureau  reports  jjj 
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IIRDS:  FRANCE  COULD  REFUSE  TO  LET  PLANES  UNLOAD  OR  MAKE  THEM  FLY  HOME  EMPTY 


ANCE  WANTS  TO  GIVE 
lERICAN  PLANES  THE  GATE 


y  over  increased  competition,  it  seeks  to  limit  U.S.  flight  capacity 


pril  in  Paris  spells  romance,  and 
i  U.  S.  airlines  hope  that  Ameri- 
^  cans  will  forget  the  recession 
ly  off  for  some  French-style  fun. 
arriers  plan  to  boost  capacity  to 
e  this  spring  and  summer  by  a  fat 
^^Iready,  cheap  fares  beckon.  But 
dig  out  your  plan  de  Paris  just 
ranee  is  fighting  to  make  that  trip 
er  to  make. 

er  about  the  increased  competition 
■  Air  France,  the  French  are  de- 
ng  sharp  cutbacks  in  the  number 
ts  U.  S.  carriers  make  available  for 
t  season,  which  begins  on  Apr.  1. 
sed  increases  are  far  larger  than 
ted  jumps  in  demand,  the  French 
,  and  will  drive  fares  down.  U.  S. 
rs  say  the  demand  is  there.  Emer- 

talks  were  deadlocked  in  mid- 
1,  and  both  sides  agree  that  they're 
d  for  a  crisis.  "It's 
very  bad  situa- 

says  Arnold  J. 
iman,  vice-presi- 
for  international 
ing  at  American 
es  Inc. 

could  get  worse, 
two  sides  are 
uled  to  meet  again 
ir.  30.  The  French 

say  what  they'll 

no  resolution  is 
,.  However,  offi- 
it  the  Transporta- 
)ept.  note  that  if 


U.  S.  carriers  don't  back  down,  France 
could  refuse  to  let  carriers  unload.  Or,  it 
could  make  them  fly  home  empty.  The 
U.  S.  could  do  the  same  to  Air  France. 
Such  action  requires  White  House  ap- 
proval, but  a  Transportation  official 
says:  "I  think  it  has  the  potential  to  get 
there."  Even  compromise  could  stir  more 
trouble.  Industry  officials  say  the  situa- 
tion sets  a  bad  precedent  for  other  coun- 
tries seeking  changes  in  bilateral  pacts. 
LOSING  SHARE.  Tensions  have  been 
building  for  some  time.  An  industrywide 
shakeout  has  eliminated  the  weakest 
American  carriers,  leaving  the  major 
U.  S.  airlines  more  efficient  and  finan- 
cially stronger  than  many  of  their  state- 
owned  European  rivals.  The  result:  loss 
of  market  share  for  the  Europeans. 
Since  1980,  Air  France's  share  of  the 
U.  S.-to-France  passenger  market  has 


HARDBALL  il  lA  fRANCAISE 


To  get  U.S.  carriers  to  cut  summer  capacity  by  about  20%,  France  wants: 

AMERICAN 

To  forgo  a  second  daily  flight  from  Chicago  to  Paris 

DELTA 

To  drop  plans  for  a  nonstop  Orlando-Paris  flight,  scheduled  to  be- 
gin June  4,  and  for  continuing  service  from  Paris  to  Geneva 

NORTHWEST 

To  reduce  seating  available  on  flights  from  Boston  to  Paris 

TWA 

To  reduce  available  seats  by  7%  on  flights  from  New  York,  Bos- 
ton, Washington,  St.  Louis,  and  Los  Angeles 

UNITED 

To  reduce  overall  seating  by  20%  on  flights  from  Washington, 
Chicago,  Los  Angeles,  and  San  Francisco 

dropped  to  307'  from  507.  So  when  U.  S. 
carriers  unveiled  plans  to  beef  up  ser- 
vice, France  demanded  207  cuts  instead. 

As  justification,  a  French  government 
official  calls  planned  377  increases  in 
capacity  way  too  high  compared  with 
optimistic  projections  of  a  127  increase 
in  demand.  "The  Americans  seem  to  pay 
no  attention  to  supply  and  demand,"  he 
says.  "Inevitably  this  means  fares  would 
fall."  But  there's  more  at  issue.  Private- 
ly, the  French  claim  American  competi- 
tors want  to  hog  market  share  at  the 
expense  of  profit.  And  they  believe  U.  S. 
carriers  may  be  rushing  to  grab  a  Euro- 
pean toehold  for  fear  the  European 
Community  will  shut  the  window  when 
it  takes  over  regulatory  control  in  1993. 

France  is  asking  the  Transportation 
Dept.  to  join  it  in  jawboning  the  U.  S. 
airlines.  And  "if  we  don't  make  the  cuts, 
the  French  will,"  says  a  Transportation 
official.  The  French  even  drew  up  a  doc- 
ument outlining  reductions  they'd  like 
from  several  U.  S.  carriers  (table). 
NO  RIGHT.  But  there's  little  chance  that 
Washington  will  join  the  French  call  for 
cuts.  Says  Transportation  Secretary  An- 
drew H.  Card:  "We  expect  France  to  live 
up  to  our  bilateral  agreements."  U.  S. 
officials  note  that  the  proposed  increases 
are  in  line  with  a  capacity  accord  worked 
out  with  the  French  in  1990.  And  while 
the  French  say  the  treaty  lets  them  seek 
cuts  if  added  capacity  would  disrupt 
their  own  services,  U.  S.  officials  say  the 
French  have  no  right  to  block  service  on 
routes  already  agreed  to. 

U.  S.  carriers  are  hardly  inclined  to 
back  down.  United  Airlines  Inc.,  for  one, 
agrees  that  building  strength  in  Europe 
is  one  reason  for  adding  capacity.  But 
U.  S.  carriers  believe  Air  France  is  just 
unhappy  about  eroding  share.  Ameri- 
can's Grossman  says  his  airline  has  long 
sent  nearly  full  planes  from  the  U.  S.  to 
Paris.  He  adds:  "We  are  not  dumping." 

The  issue  is  doubly  vexing  for  the  pre- 
cedent it  could  set.  Germany,  for  one, 
wants  to  curb  U.  S.  expansion  by  limit- 
ing each  side  to  no  more  than  607  of 
combined  two-way  traffic,  though  it 
shows  no  sign  of  canceling  bilateral 
pacts.  But  Giovanni  Bisignani,  Alitalia's 
CEO  and  head  of  the  As- 
sociation of  European 
Airlines,  warns  that  if 
the  French  dispute  is 
not  solved  bilaterally, 
"some  [European]  carri- 
ers may  push  for  a  com- 
mon accord."  It  looks 
like  more  turbulence 
ahead. 

By  Seth  Payne  in 
Washington,  Andrea 
Rothman  in  Neiv  York, 
and  Stewart  Toy  in 
Paris,  with  bureau 
reports 
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TRANSPORTATION! 


WHAT  DO  SEARS,  NADER,  FRITO-LAY, 
AND  BUSH  HAVE  IN  COMMON? 


They  want  to  deregulate  in-state  trucking.  The  Teamsters  say  no  way 


When  Procter  &  Gamble  Co. 
needs  to  restock  Tide  on  su- 
permarket shelves  in  San  An- 
tonio, it  has  two  choices:  The  company 
can  truck  in  the  detergent  from  its  plant 
in  Dallas,  270  miles  away — or  haul  it 
from  Alexandria,  La.,  302  miles  away. 
p&G's  pick?  Alexandria.  The  company 
saves  $129—26%  of  the  haul's  total 
cost — by  shipping  across  state  lines  and 
avoiding  intrastate  rates.  "It  was  much 
more  economical  to  ship  interstate  than 
from  a  base  in  Texas,"  says  Richard  A. 
French,  a        transportation  manager. 

Texas   is   hardly   the   only  state 
where  that's  going  on.  Similar  pricing 
distortions  exist  in  the  42  states  that 
regulate  in-state  trucking.  The  idea  is 
to  protect  local  truckers  that  promise  to 
serve  unpopular  rural  routes.  But  regu- 
lation also  fixes  route  rates — many  of 
them  sky-high.  So  some  shipping  giants, 
such  as  paper-goods  producer  Georgia- 
Pacific  Corp.,  have  set  up  their  own  pri- 
vate fleets  in  states  where  rates  are  in- 
flated. W.  Bruce  Allen,  a  professor  at 
the  Wharton  School  of  Finance,  esti- 
mates that  logistical  gymnastics  used  to 


LiHle  Rock 
Dallas 
317  miles 


Washington  think  tank.  All  of  them  be- 
lieve that  deregulation  would  save  bil- 
lions. "The  status  quo  keeps  consumer 
prices  artificially  inflated,"  complains 
Public  Citizen  attorney  Cornish  Hitch- 
cock. State  regulations  "are  outmoded 
and  don't  make  sense."  CSE  estimates 
that  ending  intrastate  regulation  could 


avoid  intrastate  tariffs  cost  an  estimated 
$3  billion  annually  in  fuel  consumption 
and  paperwork. 

Now,  Congress  is  considering  putting 
the  brakes  on  state  rules.  "Overregula- 
tion  is  choking  American  industry,"  Rep- 
resentative Ron  Packard  (R-Calif.)  de- 
clared at  a  Mar.  24  hearing  on  trucking 
regulation.  A  measure  he  has  introduced 
to  end  state  trucking  regulation  boasts 
the  support  of  one  of  the  more  unlikely 
coalitions  in  Washington,  Americans  for 
Safe  &  Competitive  Trucking.  Its  mem- 
bers include  major  corporations  such  as 
Sears  Roebuck  and  Frito-Lay;  Ralph 
Nader's  liberal  litigation  group  Public 
Citizen;  and  supply-side  economists  at 
Citizens  for  a  Sound  Economy  (CSE),  a 


Danvill 
Richmon 

1 


$539 


DATA:  AMERICANS  FOR 
SAFEKCOMPEIITIVE 
TRAVELING 


save  $87  billion  over  a  five-year  period. 

Yet  despite  its  broad  backing,  the  bill 
won't  pass  without  a  bruising  fight.  The 
Teamsters,  fearing  hotter  competition 
that  could  cost  its  members  jobs,  vow  to 
block  the  measure.  The  union  will  enjoy 
support  from  the  National  Association 
of  Regulatory  Utility  Commissioners, 
whose  members  oversee  intrastate 
trucking.  They  argue  that  without 
regulation,  truckers  will  just  aban- 
don rural  areas.  "It's  only  because 
states  impose  rural  service  obligations 
that  the  service  continues  to  be  provid- 
ed," says  Tom  Myers,  Illinois'  chief 
trucking     regulator.  Opponents 
counter  that  interstate  deregulation 
didn't  harm  such  service — in  fact,  says 
the  Transportation  Dept.,  which  backs 
deregulation,  it  saved  shippers  and  con- 
sumers $38  billion  a  year. 

The  Teamsters  have  reason  to  worry. 
Since  Congress  pared  back  federal  rules 
for  interstate  trucking  in  1980,  the  Inter- 
state Commerce  Commission  says  the 
number  of  carriers  has  jumped  1437',  to 
more  than  50,000,  many  of  them  non- 
union. Yet  the  cost  of  shipping  freight 


by  truck  tumbled  from  5.7%  of  gn; 
national  product  in  1980  to  4.9%  in  19)Jlt 
according  to  the  Eno  Foundation,'; 
Washington  transportation  reseanii 
group.  Increased  competition  put  ine:- 
cient  companies  out  of  business,  cutti; 
Teatiisters  ranks  by  25%,  to  1.5  millic 

The  battle  against  deregulation 
nothing  new  to  the  Teamsters.  Lawm; 
ers  ended  both  federal  and  state  regul 
tion  of  air,  rail,  and  bus  service  naticfj 
wide  a  decade  ago  but  got  only  half  ti 
job  done  on  trucking.  Former  Nev; 
Senator  Howard  W.  Cannon,  a  Teal 
sters  supporter  and  then-chairman 
the  Commerce  Committee,  struck  a  di 
in  1980  with  the  Carter  Administrati 
Federal  regulation  got  the  ax,  but  s 
rules  escaped.  Later,  after  the  TeaL 
sters  endorsed  Ronald  Reagan,  If 
deregulation  zealots  spared  the  intii| 
state  loophole.  ' 

BIG  PUNCH.  Times  have  change 
though,  boosting  prospects  for  re  for 
The  European  Community  is  set  to  c 
regulate  cross-border  trucking,  and  si 
porters  of  U.  S.  legislation  argue  th 
Washington  must  follow  suit  to  ke 
American  goods  competitive.  "We  ha 
enough  challenges  in  the  world  for  coij 
petition,"  says  John  Ficker,  truckiii 
specialist  at  Weyerhaeuser  Co.,  whil 
supports  the  Packard  bill.  "We  doij 
have  to  shoot  ourselves  in  the  foot 

The  legislation  could  get  even  mo 
impetus  if  it  is  packaged  with  a  measu 
to  overturn  a  1990  Supreme  Court  de- 
sion.  The  ruling  invalidated  a  raft  of  ci 


Toledo  to 
Sebewaing,  Mich. 


inai 
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rate  trucking  contracts  that  were  nego< 
ated  years  ago.  Under  the  decisio 
trustees  for  bankrupt  trucking  comp 
nies  now  can  bill  their  old  customers  f( 
the  difference  between  discount  fe( 
they  negotiated  and  the  higher  charge 
the  trucking  companies  had  previous 
filed  with  the  ICC.  The  agency  estimate 
shippers  could  get  socked  with  $27  b: 
lion  in  charges  unless  the  back-billinj|liref 
is  outlawed. 
Hearings  before  the  House  surfa( 
transportation  subcommittee  ai 
scheduled  to  wrap  up  soon,  and  the  mei 
sure  could  be  put  to  a  vote  by  summe 
Until  then,  the  bill's  supporters  will  ha\ 
to  travel  a  long,  bumpy  road. 

By  Elizabeth  Lesly  in  Waskingtoi 


tj  'c 


Just  don't  expect  it  to  roar. 


1  an  effort  to  become  swifter  and 
e  ferocious,  many  organizations  may 
empted  to  make  superficial  changes. 
!ut  this  approach  will  rarely  improve 
'ormance.  Especially  when  informa- 
technology  is  part  of  the  plan. 
\/hich  is  why  Andersen  Consulting 

Andersen  Consulting  All  rights  reserved. 


works  with  companies  to  link  technology 
to  the  heart  of  their  business.  Their  strat- 
egies, operations  and  human  resources. 

Because  these  days,  becoming  a  more 
aggressive  competitor  often  means  trans- 
forming the  organization.  And  not  just 
hopping  on  a  technological  bandwagon. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C.  j 

Where  we  go  from  here. 


The  World  Next  Door.  No! 


^  "     If  it's  true  that 
all  the  world's  a 
stage  then  Toronto  has  what  it 
takes  to  be  an  act  all  its  own. 

Scene  opens  with  a  cast  of 
thousands  —  some  sixty  different 
cultures,  dressed  in  their  best, 
alive  and  in  colour  at  the  heart 
of  the  city. 

Take  Caravan,  by  way  of 
example.  A  city-wide  festival 
celebrating  nearly  every  kind  of 
folk  dance,  foreign  food  and 
fashion  that's  forever  a  part  of  life 
as  we  know  it. 

And  try  to  imagine,  if  you 
can,  over  a  million  people 
dancing  in  the  streets.  We  call 
It  Caribana,  a  tradition  carried 
on  in  glorious  pageantry,  flowing 
from  the  streets  down  to  the 
waterfront  and,  of  course,  out 
onto  the  islands. 

Scene  change.  Costume 
change.  The  setting:  Uptown  at  a 
table  for  two  in  an  open-air  cafe. 

Small  wonder  then  that  ward- 
robe plays  a  key  role.  And  in  a 
section  of  town  —  actually 
known  as  the  Fashion  District' 


—  it's  quite  easy  to  ht  in. 

Or  our  shopping  thorough 
fares  —  including  a 
complex  that 
spans  five  city   iEI  f 
blocks  —  are  all 
within  reach. 

Just  browsing? 

Then  it's  hard  to  overlook  the  art 
that  graces  our  public  spaces.  The 
bohemian  bent  of  private  galleries. 
And  the  Art  Gall  ery  of  Ontario 
for  still  another  perspective. 


\bu  can  visit  a  centrek  jtj 
cated  solely  to  science. 
\  museum  where  (thoMjujj 

iroS    understandably  the  Buji 
matter  is  seldom  n»[jj 
exhibits  are  alwas  .,j 
different. 

To  take  It  onist 
further... 
Dim  lights.  Cue  orcherc 
Make  up.  Spotlight. 

into  the  night  where  stDf 
out  is  just  that.  Where  yoll  \[ 


ying  in  a  city  near  you 


intimate  our  city  is. 

friendly.  How  nice, 
fttimes,  a  selection  of  five- 
estaurants  is  but  a  short 

from  your  hotel.  The 
hony  a  hop  and  a  skip  from 
allet.  And  yes,  hrst-run 
res  are  all  about  town. 
5  for  famous  last  words? 

you  asked.  Let's  just  say 
I  love  the  reviews, 
r  a  free  Canada  guide  call: 

OO-VISIT-92. 


Canada 

The  World  Next  Door 
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BUSINESS  SCHOOLS  I 


CAH  ETHICS  BE  TAUGHT?  HARVARD 
GIVES  IT  THE  OLD  COLLEGE  TRY 


]o\m  Shad's  $20  million  pledge  to  the  B-school  in  1987  still  stirs  debate 


Amugnificent  gift,  it  raised  eye- 
brows and  prompted  envy  around 
the  world:  a  $20  million  pledge 
by  former  Securities  &  Exchange  Com- 
mission Chairman  John  Shad  to  Harvard 
business  school  to  advance  the  cause  of 
ethics.  Along  with  $10  million  from  fel- 
low alums,  the  March,  1987,  pledge  gen- 
erated as  much  controversy  as  interest. 

Some  rival  deans  argued  that  the  sub- 
ject couldn't  be  taught  in  the  classroom. 
Several  of  Harvard's  own  professors 
thought  it  a  nondiscipline,  and 
administrators  came  to  view 
the  pledge  as  a  mixed  blessing. 
LOST  SLEEP.  For  Thomas  R. 
Piper,  a  senior  associate  dean 
chosen  to  lead  the  initiative, 
the  episode  has  even  brought 
on  sleepless  nights,  'i  some- 
times woke  up  at  two  or  three 
in  the  morning  and  said:  'Boy, 
I  wish  we  didn't  get  that  gift.' 
We  got  the  gift  at  a  time  when 
we  didn't  know  what  in  the 
world  to  do  about  ethics.  Peo- 
ple were  expecting  an  answer, 
and  we  didn't  have  it." 

Five  years  and  more  than  $5 
million  later.  Harvard  is  still 
debating  the  question — and  is 
still  taking  it  on  the  chin. 
"What  they  are  offering  is  a 
politically  correct,  cram-down 
})rogram,"  says  Mark  Pastin, 
director  of  the  Lincoln  Center 
for  Ethics  in  Tempe,  Ariz. 
Adds  consultant  Barbara  Ley 
Toffler,  a  former  Harvard  eth- 
ics teacher:  "They  haven't  done 
anything  new  or  innovative." 

It  doesn't  help  that  the  most 
visible  reminder  of  Shad's  gift 
is  the  B-school's  huge  $18  million  physi- 
cal-fitness center  named  for  him.  Al- 
though none  of  Shad's  pledge  went  to- 
ward the  building,  it  is  larger  than  most 
B-schools  and  just  across  the  street  from 
the  greater  university's  athletic  complex. 

What  has  changed  is  the  school's  com- 
mitment. Harvard  has  recruited  a  core 
of  four  ethics  teachers,  added  courses, 
and  beefed  up  its  research  on  the  topic. 
Before  1988,  it  was  possible  to  get  a 
Harvard  MBA  without  any  explicit  in- 
struction in  ethics.  Today,  the  focus  be- 
gins even  before  students  show  up  for 
class  (table).  The  admissions  department 


requires  all  applicants  to  write  an  essay 
on  an  ethical  dilemma. 

Those  who  gain  admission  now  find 
that  their  first  class  is  in  a  nine-session 
nongraded  "module"  dubbed  Decision 
Making  &  Ethical  Values  and  taught  by 
some  of  Harvard's  most  seasoned  pro- 
fessors. The  school  expects  to  add  yet 
another  module  in  the  second  year  in 
1993.  It's  also  a  new  world  for  profes- 
sors who  teach  traditional  business 
courses.  Encouraged  by  the  school. 


can  alter  the  values  of  students,  "  iui 
can't  impart  ethics  on  a  student  v^jhfi 
nine  classes,"  says  Christian  Johnsorfa; 
first-year  student  at  Harvard.  "Butit 
was  valuable  to  compare  our  own  seiie  j 
of  ethics  with  others'."  Some  150  stJJ 
dents  are  now  taking  an  elective  calSj 
Moral  Dilemmas  of  Management, 
from  100  last  year  and  only  50  two  ye; 
ago.  Nearly  30%  of  the  806  members 
Harvard's  class  of  1992  have  enrolled! 
one  of  three  key  ethics  electives. 
NO  SAINTS.  Yet  some  critics  believe  el 
ics  should  be  treated  like  any  otl 
mainstream  subject,  with  a  full-sem 
ter,  graded  course — an  approach  tsik 
by  the  University  of  Virginia's  businf 
school.  Harvard  scoffs  at  the  criticis 
"We're  not  converting  sinners,"  S£ 
Piper,  "but  we're  taking  young  peoj 
who  have  a  sense  of  integrity  and  tryi 
to  get  them  to  connect  ethics  with  bu 


ETHICS  ALONG 
THE  CHARLES 


As  part  of  its  ethics  program, 
Harvard  business  school: 

►  Asks  applicants  to  write  an 
essay  on  how  they  managed 
and  resolved  an  ethical 
dilemma 

►  Requires  all  MBAs  to  take  a 
nongraded,  nine-session  course 
on  ethics 

►  Works  with  faculty  to 
integrate  ethics  into  the  core 
courses  in  such  subjects  as 
accounting,  marketing,  and 
operations 

►  Encourages  mainstream 
faculty  to  do  case  studies  on 
ethical  questions 

►  Offers  three  ethics  electives 


i 

WE  CAN  WORK  IT  OUT:  THE  BUSINESS  SCHOOL'S  PLUSH  OYM 


they're  integrating  ethics  into  both  their 
classes  and  research.  In  the  past  three 
years.  Harvard  has  produced  35  case 
studies  in  ethics,  15  of  which  have  been 
written  by  professors  in  such  fields  as 
accounting  and  marketing. 

Thus  far,  the  student  reaction  is 
mixed.  "I  can't  say  that  I've  seen  any- 
thing significant,"  says  one  first-year 
student  about  Harvard's  attempt  to  inte- 
grate ethics  into  other  courses.  "More 
environmental  issues  have  been  intro- 
duced into  the  core  courses  than  ethics." 
Even  those  who  applaud  adding  the  new 
module  to  the  curriculum  doubt  that  it 


ness  decisions."  As  for  Shad,  who  h; 
anted  up  $5  million  and  set  up  a  tru: 
fund  to  cover  the  remaining  $15  millic 
of  his  pledge,  he  says  he's  "very  iri 
pressed.  It's  not  just  a  PR  program." 

The  B-school  is  considering  adding 
fourth  elective  in  ethics,  doing  more  r 
search  on  how  the  issue  affects  internj^ 
tional  competition,  launching  an  ethid 
program  for  executives,  and  sponsorinj 
collaborative  efforts  with  other  busines 
schools.  As  long  as  ethics  remains  sue 
a  hot  topic.  Piper  is  likely  to  endure 
few  more  sleepless  nights  over  it. 

By  John  A.  Byrne  in  Bosto 
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IKnow  your  audkncc.  To  know  than  is  to  uiuicrstaud 
.  them  and  to  understand  thcni  is  half  the  hut  tie. 


Choose  your  weapon.  Or  why  start  from  seratch  when 
.  vvf  already  haw  160  charts?  just  p/i/?  in  the  data. 


MOVIE-GOERS  TURN  NICE 


Trend  is  toward  G-rated  movies 


»r        *?•  *v        «5  «v 


3 


Assume  there  will  be  changes.  Our  program  lets  you  import 
or  export  data  directly  Charts  adjust  automatically 


THE  FIZZ  IN  SODA  SALES 


1.0.(1 


End  on  a  solid  note.  Or  transparency  Or  slide.  Our  program 
C.  lets  you  print  to  whatever  format  works  best  for  you. 


\  simple  guide  to  makirig 
fearless  presentations. 

Sweaty  palms,  cotton  mouth  and  knee-knock.  There's  a  remedy  for  them  all: 
/ard  Graphics"  from  Software  Publishing  Corporation.  ^(^iii 

It's  an  easy-to-use  software  program,  in  DOS  and  Windows™ versions,  that  gives  you  -  ^1 J 
le  tools  you  need  to  create  strong,  effective  presentations. 

The  kind  of  tools  that  can  solve  even  the  worst  case  of  jitters 


CT>^SC3FTWARK     ,  /M  ^ 


1-800-336-8360  for  a  Harvard  Graphics  demo  disk  (Operator  889  for  DOS,  890  for  Windows).  It's  as  simple  as  that. 

1  draphns  is  j  a-j^iMtTal  tr.ulfmjrk  ol  Suttu.irc  l'iihlishin>;  (  nrpuMtutn  Wimlmv',  w  ,i  tr.ukni.irk  nl  Miudsnti  <  orpnutiun  c  ]''M2  Sotivvjrc  Piihlivhm^  (  nrpnrjtuin,  UhS  KikT  Rtl ,  Sjnt.i  (  \.iu\.  (  \  '^'SOSl 
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SKATES  ACROSS 
THE  WATER 

Roller-blading  on  the  Champs- 
Elysees?  Yes,  sporting  goods  are 
doing  their  bit  to  trim  the  trade 
deficit.  According  to  the  Com- 
merce Dept.,  exports  of  U.S.- 
made  sporting  goods  rose  8.1% 
to  $1.19  billion  in  1991.  Here's 
a  list  of  the  exports  that  grew  the 
most  last  year,  as  well  as  those 
that  fell  the  furthest 

DOLUR  VOLUME  (MilfKins) 


1  ADVANCES 

■  1990 

1991 

ROLLER 
SKATES 

S3.2 

$11.0 

SNOW  SKI 
EQUIPMENT 

28.2 

43.2 

GYM 

EQUIPMENT 

99.5 

123.9 

ARCHERY 
EQUIPMENT 

15.4 

19.1 

FISHING 
TACKLE 

62.0 

73.3 

DECLINES 

LEATHER 

ATHLETIC  SHOES 

S63.5 

S44.3 

GOLF 
CLUBS 

169.8 

145.0 

WATER 
SKIS 

10.0 

8.5 

DATA  COMMERCE  DEFT 

A  TEPID  WEICOME 
FOR  AN  IBM  PLAN 


►  IBM  on  Mar.  25  unfurled  a 
blueprint  for  computer  net- 
works that  for  the  first  time 
don't  require  a  huge  main- 
frame to  serve  as  a  traffic 
cop.  But  IBM  needs  other 
networking  companies  to  buy 
into  its  plan,  and  some  are 
limiting  their  investment  in 
creating  compatible  products 
until  they're  sure  there's  a  de- 
mand from  customers.  Said 
Gerry  Machi,  general  manag- 
er of  Novell's  NetWare  Sys- 
tems Group:  "We're  a  very 
pragmatic  company,  and  it's  a 
huge  development  effort." 


BUFFETT:  SALOMON 
SHOULD  LOOK  OUTSIDE 


►  Annual  reports  don't  usual- 
ly make  news,  except  perhaps 
when  Warren  Buffett  writes 


them.  In  the  new  report  for 
Salomon  Inc.,  he  hints  that 
when  he  departs  Wall  Street, 
he'll  recommend  that  his  job 
as  chairman  and  CEO  of  the 
scandal-shaken  firm  should  go 
to  an  outsider.  That  may 
come  as  a  blow  to  Deryck 
Maughan,  operating  head  of 
Salomon's  broker-dealer,  Salo- 
mon Brothers. 

Buffett's  succession  plan  is 
in  line  with  the  new  holding 
company  structure  he  outlines 
for  Salomon.  From  now  on, 
Salomon  has  two  self-funding 
subsidiaries — Salomon  Broth- 
ers and  Phibro  Energy.  The 
new  structure  would  ease  the 
spin-off  of  Phibro,  but  Salo- 
mon denies  that  a  spin-off  of 
either  unit  is  in  the  cards. 


KERKORIAN  STILL 
LOVES  CHRYSLER 


►  Chrysler  has  been  very 
good  to  billionaire  casino  op- 
erator Kirk  Kerkorian.  His 
9.8''f  stake  in  Chrysler, 
bought  in  late  1990  when  the 
company  was  in  the  doldrums, 
is  worth  some  $463  million  to- 
day— a  39%  capital  gain  on  his 
investment. 

Not  that  Kerkorian  is  bail- 
ing out  anytime  soon,  asso- 
ciates say.  He's  a  longtime  ad- 
mirer of  Chrysler  Chairman 
Lee  lacocca,  but  the  naming 
of  a  successor,  former  GM  Eu- 
rope head  Robert  Eaton, 
doesn't  faze  him,  they  con- 
fide. Kerkorian  is  comfortable 
that  lacocca,  who'll  chair  the 


A  SCHOLARSHIP  FOR  CHUGALUGGIHG? 

College  scholarships:  They're  |~~~~^^^^h]X^3| 

not  just  for  the  athletically  gift- 
ed, intellectually  superior,  or  fi- 
nancially impaired.  In  these 
cash-strapped  tim6s,  family  bill- 
payers  should  be  happy  to  learn 
that  money  for  tuition  is  avail- 
able to  just  plain  folks  with  nor- 
mal interests.  Brunswick  Corp., 
for  example,  grants  money  to 
students  who  like  to  bowl. 

Hate  bowling?  Well,  Juniata 
College  in  Huntingdon,  Pa.,  has  an  award  for  deserving  ft 
banders.  Clean-living  types  should  consider  the  Gertrude 
Deppen  Scholarship,  for  a  student  who  doesn't  drink,  us6» 
bacco,  or  take  illegal  drugs  and  stays  away  from  competiR 
strenuous  sports.  There's  more  where  this  came  from,  cour^ 
of  Money  for  College  in  Granada  Hills,  Calif.  The  comp^ 
helps  match  students  with  scholarships.  Check  it  out.  If  ^ 
can  build  a  battery-powered  model  of  anything,  you  might 
Duracell  scholar.  Just  don't  build  an  Eveready  bunny. 


executive  committee,  will 
keep  his  hand  in.  Also,  Ker- 
korian doesn't  need  the  cash 
for  the  $875  million  MGM 
Grand  hotel-casino  he's  build- 
ing in  Las  Vegas. 


BREAST  CAHCER  AHD 
PCBs:  A  POSSIBLE  LIHK 


►  For  all  the  attention  given 
the  subject,  little  is  known 
about  the  causes  of  breast 
cancer.  But  a  new  study  to  be 
published  in  the  journal  Ar- 
chives of  Environmental 
Health  in  April  may  hold  a 
startling  clue.  The  article 
takes  issue  with  the  widely 
held  belief  that  high-fat  diets 


contribute  to  increa 
breast  cancer  in  U.  S.  wo 
The  authors,  five  scien 
working  at  universities 
hospitals  around  the  coun 
suggest  for  the  first  time  1 
pesticides  and  chemicals 
fatty  foods — not  the  fat 
self — may  be  the  real  culj 

The  researchers  found  t 
the  tissues  of  women 
breast  cancer  showed  com 
trations  of  polychlorinated 
phenyls  (PCBs)  and  certain 
drocarbon-based  pestici 
50%  to  60%  higher  than 
mal.  PCBs,  which  are  solu 
in  animal  fat,  are  prevail 
throughout  the  food  chain 
cause  of  their  wide  use.  e 
fore  a  ban,  PCBs  were  uii 
extensively  for  insulation  ii 
lubrication  in  products  foi^ 
in  the  home  and  in  factoiiS 
and  offices. 

The  findings  could  be  ie 
missing  link  in  understand^ 
the  growing  incidence  f 
breast  cancer.  As  many  « 
one  in  four  women  may  be.t 
risk,  believes  Dr.  Frank  Fat 
Jr.  of  the  University  of  Mi(i- 
gan,  one  of  the  authors,  e 
thinks  the  study  "should  gi- 
erate  a  national  debate."  Sie 
to  figure  in  the  controver" 
Monsanto,  the  sole  U.  S.  p- 
ducer  until  it  stopped  makiar 
PCBs  in  1977,  and  Westii'- 
house  and  General  Electa:, 
the  largest  users. 
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LEASING  AN  ACURA  IS 
NOW  TWICE  AS  TEMPTING. 


The  Acura  Legend.  Truly  remarkable  performance  from  a  luxurious  automobile. 


The  Acura  Vigor.  An  elegantly  appomted  sports  sedan  with  the  spirit  of  a  thoroughbred. 

If  you've  been  flirting  with  the  idea  of  leasing  a  performance  luxury  sedan,  be  prepared  to  give  in 
to  your  desires  in  a  matter  of  sentences.  For  a  limited  time,  American  Honda  Finance  Corporation 
is  offering  some  of  the  lowest  lease  rates  on  both  the  Acura  Legend  and  the  Acura  Vigor. 

Which  might  put  you  in  something  of  a  quandary:  deciding  which  Acura  to  lease. 

The  Legend  is,  after  all,  a  true  performance  car,  generously  endowed  with  luxury  appointments  and 
safety  features.  While  the  spirited  personality  of  the  Vigor  is  only  equaled  by  the  refinement  of  its  interior. 

Of  course,  with  rates  this  low,  you  might  be  tempted  to  get  both  cars.  But  then,  that  would  only  put 
you  in  a  completely  different  predicament. 

Every  morning,  you'd  have  to  decide  which  one  to  drive.  For  more  j^N^^™  |^  |  |^jA^ 

information,  or  the  location  of  a  nearby  dealer,  call  1-800-TO-ACURA.    V/  V  pklc  isiux  crafted  plrfurmance 


tse  available  on  approved  credit.  ©  1992  Acura  Division  of  American  Honda  Motor  Co.,  Inc.  Acura,  Legend  and  Vigor  are  registered  trademarks  of  Honda  Motor  Co..  Ltd. 


On  March  19,  ATM^ changed  the  way  it  cloes  business  because  I 

ONE  so 
NOTpn 


V(^'re  changing  our  business  to 
better  suit  yours.  We've  expanded 
our  long  distance  calling  plans, 
our  billing  options,  our  service  to 
fit  your  individual  needs.  Today, 
we're  showing  you  just  part  of 
our  plans  for  smaller  businesses. 
To  find  out  more  about  how 
we  can  make  a  difference,  call 
1 800  222-0400, 


MM  SMALL  BUSINa^J 
OPTIONS 


Because  smaller  businesses  want 
plans  that  match  their  calling  patterns. 


/  Two  ways  to  save  for  businesses  that 
spend  more  than  $20  a  month  on  long  . 
distance:  Area  Code  Plan  or  Flat  Rate  Plan. 

/  10%  discount  on  calls  to  one  or  two 
highest  billed  area  codes,  24  hours  a  day.* 

/  Or,  one  flat  rate  of  20C  a  minute  for  all 
direct-dialed  interstate  calls. 

/  Both  plans  give  discounts  on  all 
direct-dialed  in-state  long  distance  calls.** 

/  Works  on  lines  you  already  have. 


1992  AT&T  *  Monthly  fee  applies  for  2nd  area  code.  *  *Cenain  exclusions  apply  *  *  *  Discounts  on  average  off  AT&T  daytime, 
direct-dialed  Interstate  rates.  Actual  savings  will  vary  according  to  calling  patterns  *  *  *  *  Available  only  in  AT&T  billing  areas. 


"DOES 
\IL. 


jKTPRcrwArs 

:ause  businesses  that  call  many 
Jerent places  want  quality  and 
tomatic  discounts. 

For  businesses  that  spend  over  $50  a 
nth  on  long  distance. 

Average  daytime  discounts  of  4%  to 


The  more  you  call,  the  larger  the  volume 
count.  Automatically 

Discounts  apply  to  most  direct-dialed 
Is:  interstate,  intrastate,  international, 
:-of-state  AT&T  Corporate  Calling  Card 
Is,  fax  and  data  transmissions. 

Sub-minute  timing  (6-second  increments, 
;r  initial  30  seconds),  so  you  only  pay  for 
time  you  use. 

Works  on  lines  you  already  have. 
24-hour  discounts. 


MSS  CustomNet " 

Service**" 

Because  smaller  businesses  with  more 
than  one  location  want  to  benefit  from 
economies  of  size. 

/  A  plan  for  multilocation  businesses  that 
spend  a  total  of  over  $200  a  month  on  long 
distance. 

/  Combines  bills  from  all  locations  on  one 
bill:  up  to  70  business  locations  and  10 
residential  locations. 

/  Discounts  based  on  combined 
direct-dialed  interstate  and  intrastate  usage, 
AT&T  International  calls,  AT&T  Corporate 
Calling  Card  calls  and  ALLIANCE® 
Teleconference  calls. 

/  10%  discount  on  qualified  monthly  usage 
over  $200;  12%  for  over  $2,000. 

/  An  additional  10%  discount  for  the 
highest  billed  domestic  area  code. 


iAT&T 

'The  right  choice. 


Am  believes  there  is  room  for  a  different  kind  of 
computer  company.  One  that  not  only  offers  everything 
from  entry  level  PCs  to  200  person  UNIX™  networks,  but  | 
designs  them  to  grow  when  you  do.  Advance  when  tech- 
nology does.  And  work  as  hard  for  your  money  as  you  do, 
for  example,  Acer  invented  ChipUp?  A  break- 
through teohnologv  that  allows  you  to  upgrade  a 
.]86SX  system  to 
a  486  simply  by 
adding  a  new  chip. 
Its  like  buying 


Today,  just  about  everyone 
can  use  a  computer.That's 
why  we  make  a  computer 
for  just  about  everyone^ 


Acer,  the  Acet  logo,  C*MpUp,  AcerAnyWore,  AcerFrome,  AcerMate  and  AceiView  ore  reqiiteied 
ttodemorts  ol  Acei  Int  ona  Acer  Amenco  Corp  UNIJf  is  o  regutered  trademorlr  ol  AI&I  Bell  lobs 


a  new  computer 
for  the  price  of  a  single  chip. 

for  people  on  the  go,  the  Acer AnyWare  "notebook 
computers  pack  the  power  and  features  of  machines 


5  times  their  size-for  prices  that  are  less  than  most  other 
notebooks,  There's  a  full  range  of  high-performance, 
low-cost  models  to  choose  from. 

Wt  can  also  make  a  lot  of  people  happy  all  at  once. 
Our  64-bit  bus,  multiprocessor  AcerFrame "  fileservers 
bring  minicomputer  performance  to  your  desktop.  And 
they're  backed  by  our  10  years  of  experience  in  UNIX  systemsi 

Wt  invite  you  to  see  the  complete  range  of  Acer 
computers,  including  our  affordable  AcerMate  *'  line.  And 
ask  about  our  wide  selection  of  AcerView "  monitors, 
laser  printers,  keyboards  and  other  peripherals. 

Call  1  -SOO-SEE  ACER  in  the  U.S.  and  Canada 
and  tell  us  exactly  what  you  need.  .And  then  we'll  give 
you  exactly  what 
you  want. 
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PEROT  AFTER  THE  PRESIDENCY 
[  THE  PRESIDENT? 


e  crowd  at  the  National  Press  Club  on  Mar.  18  had 
ame  to  hear  some  plainspoken  prescriptions  for  the 
ation's  ills.  But  Texas  business  legend  H.  Ross  Perot 

with  a  zing  aimed  at  George  Bush,  asking  listeners  if 
eaten  their  broccoli.  "Last  thing  I  read,  it  cures  cancer," 
L  "I  think  we  ought  to  all  try  it." 
I  would  probably  rather  eat  a  carload  of  his  least- 
s  veggie  than  see  Perot  get  serious  about  his  latest 
iasm;  an  independent  bid  for  the  Presidency.  The  pint- 
pulist  knows  this  is  the  longest  of 
:ots.  "Any  student  of  history  says 
in't  work,"  Perot  concedes  cheerful- 

the  Dallas-based  chief  executive  of 
Systems  Corp.  has  flashed  a  green 
I  supporters  who  want  to  get  him  on 
lot  in  all  50  states  this  fall. 
I  isn't  laughing  at  this  quixotic 
One  national  poll  shows  Perot  get- 
0  of  the  vote,  enough  to  cost  Bush 
jy  battlegrounds  as  Texas  and  Cali- 

Perot's  individualism  and  blasts  at 
re  government  are  likely  to  appeal 

entrepreneurs  and  to  Reagan  Dem- 

"Any  businessman  who  has  $2  bil- 

spend  and  wants  to  run  for  Presi- 
ou  better  take  him  seriously,"  says 
idviser  Charles  Black.  "The  people 
eals  to  would  be  in  our  column." 
>XYGEN.'  The  prospect  of  snatching  victory  from  Bush 
3  driving  Perot.  The  unconventional  billionaire  deeply 
!  Bush's  country-club  pragmatism.  Some  associates  say 
las  never  forgiven  Bush  for  scoffing  at  derring-do  plans 

U.  S.  captives  in  Vietnam.  "If  [Perot]  denies  Bush  the 
;ncy,  he'll  be  on  top  of  the  world,"  says  a  long-time 
issociate.  Adds  a  prominent  Texas  Republican  worried 
Perot's  motives:  "He  hates  George  Bush." 
year  in  which  Washington  experience  is  regarded  as  a 
alight,  Perot  has  appeal.  He's  the  visionary  who  found- 


ed Electronic  Data  Systems  Corp.,  sold  it  to  General  Motors 
Corp.  for  $2.6  billion,  but  found  himself  unable  to  work  within 
gm's  bureaucratic  morass.  "He's  not  part  of  the  crap  that  got 
this  nation  in  this  mess,"  says  Jack  Gargan,  president  of 
Throw  the  Hypocritical  Rascals  Out,  a  Tampa-based  anti-in- 
cumbent group.  "He's  a  shot  of  pure  oxygen." 
QUONDAM  HAWK.  Perot's  hard-to-classify  politics  combine 
East  Texas  populism  with  high-tech  wizardry.  Among  his 
ideas:  electronic  town  meetings,  where  voters  vent  their  feel- 
ings through  computer-linked  televisions; 
paperless  tax  returns  for  most  Americans; 
and  a  constitutional  amendment  requiring 
a  referendum  to  raise  taxes.  Perot  was  a 
hawk  during  the  Vietnam  war  but  blasted 
the  gulf  war  as  a  misguided  crusade  to 
rescue  a  corrujit  emir. 

After  being  blindsided  by  Pat  Buchanan, 
Bush's  aides  aren't  taking  any  chances. 
Should  Perot  decide  to  go  for  it,  the  White 
House  will  attack  him  as  an  egotistical 
eccentric  whose  liberal  views  on  abortion 
and  civil  rights  put  him  more  in  tune  with 
Jesse  Jackson  than  with  Middle  America. 
"He's  got  to  understand  he's  a  fringe  can- 
didate," warns  another  longtime  Bush 
strategist.  And  Perot's  notoriously  thin 
skin  could  get  him  into  serious  trouble  in 
the  rough-and-tumble  of  a  campaign. 
Perot's  opponents  often  underestimate  him,  however.  In 
Texas,  he  mobilized  grass-roots  movements  to  stiffen  drug 
penalties  and  reform  the  state's  school  system — trampling  a 
lobby  no  less  potent  than  high  school  football  coaches.  He  may 
have  little  chance  of  winning  the  White  House,  but  that's  not 
the  game.  If  Perot  is  willing  to  expend  his  formidable  fortune 
and  energy,  he  has  the  power  to  make  life  miserable  for 
President  Bush.  And  that  might  be  satisfaction  enough. 

By  Richard  S.  Dunham  and  Douglas  Harbrecht,  with  Wendy 
Zellner  in  Dallas 
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iservative  House  Democrats 
luld  derail  the  party's  plans  to 
lealth  care  reform  into  bad  medi- 
for  President  Bush.  House  and 
e  Democratic  leaders  still  hope  to 
a  bill  through  Congress,  wait  for 
lent  Bush  to  veto  it,  then  attack 
3P  as  the  only  thing  standing  be- 
1  Americans  and  better  health 
But  the  75-odd  members  of  the 
;rvative  Democratic  Forum  may 
:all  a  radical  overhaul  by  pushing 
•e  modest  alternative.  The  propos- 
eing  drafted  by  Representative 
3ooper  (D-Teim.),  would  require 
anies  to  buv  insurance  from  man- 


aged-care networks  to  qualify  for  tax 
deductions.  It  would  also  expand  eligi- 
bility for  medicaid,  allowing  the  near- 
poor  to  buy  into  the  plan. 

EXPERIENCE  

If  Bush  really  wants  to  cater  to  anti- 
Washington  sentiment  and  run  as 
the  foe  of  the  status  quo,  he  might 
have  to  assemble  a  new  team.  Bush 
and  his  Cabinet  have  257  years  of  expe- 
rience in  the  capital.  And  six  top  offi- 
cials, including  the  President  and  Vice- 
President  Dan  Quayle,  have  racked  up 
77  years  of  service  in  the  reviled  Con- 
gress. Veterans  Affairs  Secretary  Ed- 
ward J.  Derwinski  leads  the  pack  with 
25  yeai^n  the  House.  


COMPETITIVENESS 


The  anti-regulation  SWAT  team  at 
Quayle's  Council  on  Competitive- 
ness has  succeeded  in  easing  proposed 
pollution  rules  and  speeding  new  drug 
approvals.  Now  the  council  is  taking 
aim  at  what  one  top  Administration  of- 
ficial calls  "the  enormous  barriers  in 
telecommunications  that  are  standing 
in  the  way  of  innovation."  Issues  to  be 
addressed  include  legal  restraints  on 
local  phone  companies,  lack  of  competi- 
tion among  them,  and  regulations  that 
hobble  more  efficient  allocation  of  the 
broadcast  spectrum.  The  council  plans 
to  detail  its  complaints  in  an  April 
white  paper. 
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CHINA  I 


THE  FIFTH  TIGER 
IS  ON  CHINA'S  COAST 


And  Deng  hails  booming  Guangdong  as  a  model  for  the  nation 


When  the  Shunde  county  govern- 
ment decided  to  gear  up  output 
at  its  Pearl  River  Refrigerator 
Factory  in  1989,  the  timing  seemed  ideal. 
Its  refrigerators  were  China's  favorite  do- 
mestic brand,  and  the  plant  was  selling  all 
it  could  produce.  Then  came  Tiananmen 
Square,  followed  by  a  freeze  on  bank  cred- 
it to  consumer  industries  ordered  by  Bei- 
jing's hard-liners.  Ignoring  Beijing, 
Shunde's  gung-ho  ofiicials  completed  the 
$50  million  expansion  anyway.  To  pull  it 
off,  officials  relied  on  an  ever-popular 
proverb:  "The  heavens  are  high,  and  the 
emperor  is  far  away." 

Not  anymore.  In  late  January,  the  fac- 
tory received  a  snap  visit  from  the  emper- 
or himself,  paramount  leader  Deng  Xiao- 
ping. But  rather  than  give  Shunde  officials 
a  tongue-lashing,  Deng  [jraised  them  for 
"blazing  a  trail  for  Chinese  industry."  It 
was  a  message  that  a  surprisingly  spry 
Deng  repeated  often  during  his  nine-day 
swing  through  Guangdong  province, 
whose  economy  surged  13.5''  last  year, 
double  the  national  growth  rate. 

For  Guangdong  officials,  the  ringing  en- 
dorsement from  the  87-year-old  [jatriarch 
was  sweet  vindication.  The  implications 
for  China,  however,  are  much  greater.  In  a 
far-reaching  policy  shift,  Deng  is  holding 


defiant  Guangdong  up  as  a  model  for  the 
rest  of  China.  No  longer  considered  a  capi- 
talist experiment  run  amok,  it  is  Deng's 
weapon  against  conservatives  who  have 
opposed  market-style  reforms.  In  probably 
his  last  great  battle,  Deng  is  trying  to 
edge  out  old  political  enemies  and  dictate 
the  slate  of  next-generation  leaders.  That 
effort  will  culminate  in  a  crucial  party 
meeting  this  fall.  "Deng  is  quickening  the 
succession  struggle,"  says  a  Western  dip- 
lomat in  Beijing. 

MASTER  PLAN.  Emboldened  by  Deng's 
trip,  officials  in  Guangdong  aren't  waiting 
for  the  power  struggle  to  be  settled.  For 
the  past  decade,  they  have  stoked  the 
growth  of  the  province  of  66  million  by  an 
average  of  127^  annually,  while  industrial 
output  has  soared  nearly  'M'f' .  If  Guang- 
dong were  a  country,  it  would  be  the  fast- 
est-growing in  the  world.  But  now,  local 
officials  want  more.  They  want  to  catch  up 
with  the  current  level  of  Asia's  Four  Ti- 
gers— South  Korea,  Taiwan,  Hong  Kong, 
and  Singapore — within  two  decades. 

The  master  plan  is  mind-boggling;  Some 
$35  billion  is  going  into  construction  of 
new  superhighways,  power  plants,  con- 
tainer ports,  and  optical-fiber  phone  lines. 
Current  targets  call  for  annual  growth  of 
8.1''!  ,  which  would  enable  gross  domestic 


ONCE  NOVELTIES,  SUCH  LUXURIES  AS  m 


product  to  double  to  $58  billion  by  the 
2000  and  for  exports  to  rise  150*70,  to 
billion. 

This  progress  is  what  allows  Den 
bring  new  pressure  on  his  opponi 
whose  own  economic  strategies 
flopped.  Even  leading  conservatives 
as  Prime  Minister  Li  Peng  have  line 
behind  Deng's  approach.  In  mid-M; 
the  15-man  politburo  declared  that  De 
reforms  and  open-door  policy  woul( 
main  in  place  "for  100  years."  The  go 
ment  also  said  it  will  open  a  dozen  r 
free  economic  zones  along  China's  C(| 
similar  to  the  three  in  the  Guangdond 
ies  of  Shenzhen,  Zhuhai,  and  Shekou. 

Whether  Deng  has  the  clout  to  acq 
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TYLISH  APARTMENT  COMPLEXES,  AND  SATEUITE  DISHES  ARE  BECOMING  COMMONPLACE 


rything  on  his  agenda  is  far  from  cer- 
,  Despite  his  support  of  the  overall  re- 
n  package,  Li  Peng  is  still  vowing 
'kdowns  on  "bourgeois  liberalism,"  the 
i-liners'  code  word  for  Western  influ- 
3.  And  he  warns  about  the  dangers  of 
ability  from  fast  growth,  including 
away  inflation,  supply  bottlenecks,  and 
kindling  of  social  discontent, 
he  Deng  camp  is  willing  to  risk  those 
to  lift  China  out  of  grinding  poverty. 

collapse  of  communism  in  the  Soviet 
on  was  a  turning  point,  say  China 
chers.  Deng  now  believes,  says  Parris 
Hhang,  a  China  specialist  at  Pennsylva- 

State  University,  "that  to  avoid  the 
;  of  the  Soviet  Union  and  Eastern  Eu- 
e,  China  must  reform  itself  and  create 
:er  conditions." 

UTING  BEIJING.  China's  central  plan- 
s  probably  couldn't  slow  down  Guang- 
g  if  they  wanted  to.  With  only  3%  of  its 
ital  investment  supplied  by  Beijing  and 
y  access  to  funds  from  Hong  Kong  and 
d  banks,  the  province  has  the  means  to 
it  the  central  government's  dictates  on 
rything  from  foreign  investment  to  fis- 
policy.  One  important  wedge  for 
mgdong  is  money.  The  province  sends 
■j  of  its  tax  revenue  to  the  central  gov- 
ment,  or  more  than  $1  billion,  compared 
h  the  old  rate  of  207^  . 
'hat  allows  Guangdong  to  be  more  open 
'oreign  investment  than  any  other  prov- 
The  massive  shift  of  low-wage  pro- 
lion  work  from  Hong  Kong  and  Tai- 
n  has  made  it  one  of  the  world's  biggest 
lorters  of  garments,  toys,  watches,  and 
)liances.  But  the  Pearl  River  delta  re- 
n  is  much  more  than  a  big  sweatshop 


for  foreigners.  It  is  coming  into  its  own  as 
a  regional  power.  Enterprises  owned  by  lo- 
cal governments  and  run  by  independent 
managers  are  evolving  into  large  manu- 
facturing conglomerates.  A  nascent  stock 
exchange  in  Shenzhen,  which  by  yearend 
will  have  20  listed  companies  and  a  market 
capitalization  of  some  $4  billion,  is  a  smash 
with  both  private  Chinese  investors  and 
companies  hungry  for  capital. 

That  prosperity  is  no  longer  confined  to 
the  provincial  capital  of  Guangzhou  and 
the  special  economic  zone  of  Shenzhen,  the 
area  where  the  open  door  policies  began 
back  in  1979.  Across  the  province,  through 
former  backwaters  such  as  Zhongshan, 
Donguan,  and  Nanhai  (map),  such  once 
novel  items  as  mobile  phones,  stylish 
apartment  complexes,  satellite  dishes,  and 
Japanese-style  karaoke  bars  are  becom- 
ing commonplace. 

Especially  cheering  to  Deng,  still  a  com- 
munist at  heart,  is  that  a  surprisingly  dy- 
namic sector  of  the  boom  is  owned  by 
townships,  counties,  and  even  old  rural 
farming  collectives.  That  bolsters  his  ar- 
gument that  China  can  absorb  some  trap- 
pings of  capitalism  without  completely  de- 
stroying socialism.  Take  Shunde  County. 
Before  1979,  the  930,000  residents  of  the 


Conservatives  are 
mounting  a  stiff 
fight  against 
'Guangdongization' 


area,  which  is  mostly  sugar  and  rice  fields, 
subsisted  on  about  $125  a  year  each.  Now, 
the  region  is  a  hotbed  of  county-owned 
manufacturers  of  home  appliances,  tex- 
tiles, and  machinery.  Annual  per  capita  in- 
come is  nearing  $1,000. 

Other  important  engines  of  growth  are 
outfits  such  as  Pearl  River  Refrigerator. 
Eight  years  ago,  it  was  an  auto  repair 
shop  that  was  owned  by  a  rural  township. 
Now,  it's  a  sprawling  complex  with  2,800 
workers  who  turned  out  480,000  refrigera- 
tors in  1991.  More  than  two-thirds  of  these 
were  sold  outside  of  Guangdong. 
BROKEN  BOWL.  Guangdong's  growing 
stature  is  lending  credence  to  its  manage- 
ment techniques.  Its  success,  for  example, 
clearly  challenges  the  inefficient  state  en- 
terprises in  other  parts  of  China.  At  the 
Weill  Washing  Machine  Factory  in  Zhong- 
shan, the  city  officials  who  own  the  plant 
leave  managing  to  the  plant's  executives, 
who  are  elected  by  the  2,000  workers. 
"The  line  between  owner  and  management 
has  been  well  settled,"  says  Vice-General 
Manager  Li  Guo  in  the  company's  meeting 
room.  "We  have  the  final  say."  Moreover, 
workers'  pay  is  pegged  to  their  productivi- 
ty, a  sharp  deviation  from  China's  tradi- 
tional "iron  bowl"  of  guaranteed  income. 

Resistance  to  the  "Guangdongization" 
of  China  will  be  led  by  conservatives  such 
as  Chen  Yun,  China's  86-year-old  doyen  of 
economic  planning  and  Deng's  archrival. 
These  forces  are  mounting  a  stiff  fight, 
raising  the  specter  of  inflation  and  social 
unrest.  Some  foreign  bankers,  too,  worry 
about  a  repeat  of  pre-Tiananmen  Square 
days.  In  1988,  11.27^  growth  fueled  run- 
away inflation,  panic  buying,  bitter  compe- 
tition for  scarce  electricity  and  raw  materi- 
als, and  widespread  corruption. 

What  Deng  wants  is  a  boom  that  en- 
dures. To  assure  that  his  policies  continue, 
he  is  angling  to  stock  the  top  leadership 
with  younger  reformers  such  as  Vice-Pre- 
mier Zhu  Rongji  and  party  chief  Jiang  Zi- 
min.  He  also  could  engineer  the  comeback 
of  Zhao  Ziyang,  who  was  an  advocate  of 
rapid  growth  and  boosted  Guangdong  be- 
fore he  was  toppled  as  premier  in  1989. 
"Deng  Xiaoping  is  making  his  last  stand," 
says  Pennsylvania  State's  Chang.  "If  he 
cannot  get  his  reform  program  accepted 
and  get  his  favored  group  of  successors 
endorsed,  then  he  will  go  down  in  history 
as  having  his  reform  program  aborted." 

However  the  battle  unfolds  in  the  run- 
up to  the  14th  Party  Congress  this  fall,  of- 
ficials in  the  Pearl  River  delta  don't  sound 
worried.  "The  course  of  reform  is  irrevers- 
ible," declares  Shunde  official  Wu  Xiuhao. 
"China  has  no  other  way  out."  For  its  part, 
Guangdong  is  intent  on  becoming  Asia's 
Fifth  Tiger.  The  question  is  whether  the 
rest  of  China  will  go  along. 

By  Pete  Engardio  in  Guangzhou,  with 
Lynne  Curry  in  Beijing 
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GERMANY'S  BRASH 

NEW  IMPORT:  DIRTY  MONEY 


Its  banks  can  legally  launder  cash — and  do  so,  by  the  suitcase 


Think  of  a  German  banker,  and 
what  comes  to  mind?  A  fastidious 
financier  who's  the  very  model  of 
respectability?  Think  again.  Germany  is 
fast  becoming  the  new  mecca  for  global 
narcotics  funds.  It"s  now  the  biggest  Eu- 
ropean financial  center  where  money- 
laundering  isn't  a  crime. 

Germany  won  that  distinction  last 
year  when  Switzerland,  the  traditional 
magnet  for  illicit  profits,  tightened  its 
disclosure  policies.  Since  then,  German 
authorities  estimate  that  up  to  $50  bil- 
lion, much  of  it  from  Colombian,  Turk- 
ish, and  Italian  drug  cartels,  has  flowed 
in.  The  funds  are  plunged  into  securities 
or  gold  or,  in  a  new  twist,  are  used  to 
buy  real  estate  and  companies  in  eastern 
Germany  and  Eastern  Europe.  "Germa- 
ny has  become  a  playground  of  interna- 
tional money-laundering  syndicates," 
says  Hagen  Saberschinsky,  a  top  official 
at  the  Federal  Criminal  Office,  Germa- 
ny's equivalent  of  the  Federal  Bureau  of 
Investigation. 

History  complicates  matters.  Bitter 
memories  linger  of  Gestapo  agents  arbi- 
trarily seizing  property  during  the  Nazi 
years.  Consequently,  German  lawmak- 
ers have  been  reluctant  to  draft  rules  on 
taking  property  even  if  criminal  activity 
is  involved.  What's  more,  by  custom, 
Germans  prefer  dealing  in  cash. 

As  a  result,  German  curbs  on  money 
laundering  are  loose,  at  best.  Customs 
officials  at  German  airports,  for  exam- 
ple, may  not  seize,  even  temporarily,  the 
suitcases  and  duffle  bags  full  of  cash 
from  South  America,  Europe,  or  South 


Asia  that  parade  by  every  day.  Before 
they  can  act,  they  need  proof  that  the 
cash  came  from  drug  deals.  And  if  a 
courier  shows  up  in  a  German  bank  with 
boodles  of  cash,  the  bank  will  accept  the 
deposit,  no  questions  asked. 
NO  FISHING.  Police  are  hamstrung,  too. 
To  obtain  information  from  banks  about 
questionable  deposits,  they  must  provide 
a  court  with  the  specific  numbers  of 
banknotes  that  changed  hands  during  a 
drug  sale.  Says  Hans  Korner,  a  chief  of 
the  money-laundering  unit  at  the  Hessen 
District  Attorney's  Office:  "Our  bankers 
become  extremely  uncooperative  with 
the  police  when  they're  dealing  with 
very  large  deposits."  Yet  an  official  with 
the  German  Banking  Assn.  insists  that 
bankers  are  "always  ready  to  help  when 
the  police  show  sufficient  proof." 

Investigators  are  turning  up  more  and 
more  links  between  German  banks  and 
international  drug  operators.  According 
to  an  account  in  the  German  magazine 
Der  Spiegel,  the  manager  of  a  Com- 
merzbank  branch  near  Hanover  alleged- 
ly opened  several  accounts  for  members 
of  the  Medellin  cocaine  cartel.  The  bank- 
er, whose  wife  is  related  to  cartel  mem- 


Drug  money  is  now  coming  in 
from  Eastern  Europe 
and,  in  particular,  Polish 
amphetamine  operations 


bers,  handled  hundreds  of  thousands  o: 
dollars  in  Medellin  transactions.  A  Com 
merzbank  official,  while  denying  anj 
wrongdoing  by  the  bank,  confirms  th( 
press  report  and  says  that  the  manage) 
was  fired  for  his  unauthorized  actions. 

Der  Spiegel  also  claims  that  Luxem 
bourg  subsidiaries  of  three  major  Ger 
man  banks  accepted  deposits  severa 
years  ago  totaling  millions  of  dollars 
from  dummy  corporations  controlled  bji 
Gonzalo  Rodriguez  Gacha,  a  now-de 
ceased  Colombian  drug  lord.  Dresdnei 
Bank,  one  of  the  trio,  has  confirmed  thal| 
the  corporate  accounts  noted  by  Dei 
Spiegel  did,  in  fact,  exist.  Deutsche 
Bank,  also  cited  in  the  accounts,  says 
Luxembourg's  bank  secrecy  laws  pre 
vent  it  from  getting  information  fronr 
the  subsidiary.  Frankfurt-based  Bankj 
fiir  Gemeinwirtschaft  declined  comment! 

What's  more,  drug  money  is  flowingl 
from  a  new  source:  Eastern  Europe.  Po-| 
lice  say  that  Poland  now  is  the  source  oil 
some  20^^^  of  the  illegal  amphetamines  in| 
the  European  Community.  They  suspect* 
that  German  chemical  companies  arei 
supplying  Poles  with  the  needed  materi-^ 
als  and  are  getting  paid  through  Polishl 
banks.  The  money  is  transferred  back  toj 
Germany  where  it  is  very  hard  to  trace.l 

Pressure  to  change  is  coming  fromi 
the  EC  and  the  U.  S.  Drug  Enforcement! 
Agency.  Last  June,  the  EC  issued  direc-i 
tives  to  prod  members  to  adopt  money-!' 
laundering  laws  by  1993.  This  convincedl 
Chancellor  Helmut  Kohl  that  Germany  ! 
must  play  ball.  His  Cabinet  has  ap- 
proved laws  to  make  money-laundering 
a  crime  and  require  disclosure  of  large 
cash  deposits.  But  banks — and  some  pol- 
iticians— oppose  the  measures,  arguing 
that  any  erosion  of  secrecy  could  scare 
away  customers  by  exposing  them  to 
tax  authorities.  If  the  lobbyists  succeed, 
the  world's  drug  dealers  will  continue  to 
find  friendly  bankers  in  Germany. 

By  Igor  Reichlin  in  Bonn,  with  Peter 
Galuszka  in  Neir  York 
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ARRIVE  HOME 
READY  TO  MAKE 
THAT  IMPORTANT 
PRESENTATION. 

When  you  fly  British 
Airways  Club*  Class, 
you'll  enjoy  our 
renowned  British 
service  that  pays 
attention  to  every  little 
detail.  You'll  arrive 
refreshed  and  ready 
to  handle  anything 

that  needs  your 
personal  attention. 


CLUB 


British  Airways 


The  worlds  favourite  airlinef 


ANNOUNCING 


THE  1992  BUSINESS  WEEK 
ROUNDTABLE  OF  SENIOR  STRATEGIC  PLANNINly 
AND  HUMAN  RESOURCE  EXECUTIVES 


The  Willard  Hotel  •  Washington,  DC  •  April  8-10, 1992 
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'reaking  through  boundarie#al ' 
to  powerful  new  levels  of  ere 
ative  thinking  and  innovative 
management  is  no  visionar; 
fancy.  Across  industry  today 
senior  executives  are  boldl) 
stepping  up  to  the  next  tier  o' 
business  growth  and  discovery 

Explore  the  leading  edge 
of  today's  crucial  business 
issues  at  THE  BUSINESS! 
WEEK  ROUNDTABLE. 

Discussants  will  include: 

Professor  David  Garvin, 
Harvard  Business  School; 

Joseph  Viviano,  President, 
Hershey  Chocolate  USA; 

Senator  Jake  Garn  (R  •  Utah);  , 

Top  editors  from  the  Business  f 
Week  Washington  News 
Bureau,  and  others. 


Admission  to  the  1992  Business  Week 
Roundtable  is  limited  to  members  of  THE 
BUSINESS  WEEK  ADVANCED  STRATEGIES 
GROUPS.  These  private  membership  organiza- 
tions —  created  and  managed  by  Business 
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HY  ITALY'S  POLITICAL  MESS 
EALLY  MATTERS  THIS  TIME 


1  What  do  animal-rights  advocates,  a  former  porn  star, 
and  Mussolini's  29-year-old  granddaughter  have  in 
common?  All  are  parliamentary  candidates  in  one  of 
lost  highly  charged  campaigns  in  recent  Italian  history, 
e  Apr.  5  vote,  the  traditional  parties  that  have  shared 
r  since  World  War  II  will  be  put  to  the  test  by  neofascists 
,n  array  of  new  organizations,  including  dozens  of  single- 
'  groups  such  as  pro-hunting  activists,  the  Housewives 
■,  and  the  powerful  Leghe — secessionist  leagues  that 
an  autonomous  republic  in  the  rich  north, 
rmally,  Europeans  do  not  wor- 
luch  about  ferment  in  Italy, 
e  a  kind  of  steady  chaos  has 
ed  since  the  war.  But  this 
1  is  different.  If  Europe  is  to 
on  the  road  to  monetary  and 
;al  union  agreed  to  at  the  re- 
Maastricht  summit,  it  needs  an 
that  can  deliver  on  reforms 
'd  to  bring  the  country  in  line 
other  powers. 

iM?  The  betting  is  that  the 
tian  Democrats,  in  power  for 
ars,  will  lose  their  working  ma- 
.  Such  a  result  may  produce  a 
ous  coalition  that  is  incapable 
ining  in  6%'  inflation  or  curbing 
et  deficits,  which  now  stand  at 
3f  gross  national  product — twice  American  levels, 
•eady,  many  Italians  say  the  country  is  not  taking  needed 
to  stay  in  the  economic  forefront.  As  the  deadline  for 
)mic  unity  nears,  state  companies  still  control  vast  swaths 
iustry  and  finance,  and  the  government  protects  champi- 
;uch  as  Fiat  and  Olivetti.  While  small-scale  industry  re- 
5  a  potent  force,  Italy's  macroeconomic  numbers  are  look- 
lore  like  Spain's  or  Portugal's  rather  than  Europe's  first 
,  captained  by  Germany.  "Italy  is  diverging  with  Europe, 
onverging,"  says  Olivetti  Chairman  Carlo  De  Benedetti. 


But  Italy's  problems  coincide  with  political  disarray  in  other 
European  Community  mainstays.  On  Mar.  22,  the  French  So- 
cialists suffered  a  humiliating  defeat  at  the  hands  of  environ- 
mental parties  and  the  right-wing  National  Front.  The  Apr.  9 
British  election  seems  unlikely  to  give  any  party  a  strong 
mandate.  Weak  governments  will  be  vulnerable  to  special  in- 
terests and  groups  such  as  the  Leghe,  which  stand  to  win  a 
hefty  chunk  of  the  vote  in  Italy's  north.  "The  problem,"  says 
one  senior  executive  in  Rome,  "is  that  while  leaders  are  con- 
tinuing to  talk  about  integration,  the  grass  roots  is  thinking 
about  disintegration." 

That  is  especially  true  in  Italy, 
where  fear  of  the  Communist  Party 
is  what  kept  the  Christian  Demo- 
crats in  power  so  long.  But  with  the 
Soviet  collapse,  the  party  is  losing 
its  raison  d'etre.  Instead,  voters  are 
focusing  on  the  CDs'  reputed  corrup- 
tion and  aging  leadership. 

As  the  campaign  heats  up.  Prime 
Minister  Giulio  Andreotti  and  his 
ally.  Socialist  leader  Bettino  Craxi, 
are  pinning  their  hopes  on  the  poor, 
crime-ridden  south.  There,  local 
bosses  often  can  corral  tens  of  thou- 
sands of  votes.  But  the  mysterious 
Mafia-style  slaying  in  Palermo  on 
Mar.  12  of  Salvo  Lima,  a  key  An- 
dreotti stalwart  who  supposedly  could  deliver  250,000  votes, 
has  put  even  that  strategy  in  doubt.  The  rattled  Andreotti  has 
accused  unnamed  elements  of  trying  to  destabilize  Italy. 

While  the  wily,  71-year-old  Andreotti  may  yet  survive  the 
crisis,  the  decline  of  Christian  Democrat  influence  could  make 
it  harder  to  do  business  in  Italy — at  least  in  the  short  run.  The 
shakeup  may  also  presage  upheaval  in  other  EC  countries,  as 
the  twin  shocks  of  the  cold  war's  end  and  the  single  market's 
beginning  to  work  their  way  through  the  political  system. 

By  John  Rossant  in  Rome 


iAL  WRAPUPI 


ITH  KOREA 


he  strong  showing  by  multibillion- 
aire  industrialist  Chung  Ju  Yung's 
;y  in  the  Mar.  25  general  election 
■esents  the  strongest  challenge  yet 
Korea's  ruling  elites.  Chung's  Unifi- 
on  National  Party  won  31  of  the 
parliamentary  seats,  depriving 
sident  Roh  Tae  Woo's  Democratic 
5ral  Party  of  a  clear  majority, 
minent  dissident  Kim  Dae  Jung 
I  scored  gains. 

oh,  a  former  general,  has  allowed 
country  to  take  on  more  of  the 
)pings  of  democracy  without  com- 
ely wiping  out  military  influence. 
Chung,  the  77-year-old  founder  of 


the  powerful  Hyundai  group,  scored 
big  with  his  Ronald  Reagan-style  criti- 
cism of  governmental  interference  in 
the  economy.  Now,  liberalization  is  up 
in  the  air,  and  Korean  politics  could 
turn  nastier — ^just  as  the  country  is  try- 
ing to  cope  with  increasing  economic 
problems,  including  inflation  at  home 
and  stiffening  global  competition  from 
Japan. 

Chung's  successful  move  into  politics 
may  force  the  government  to  take  a 
more  laissez-faire  approach  to  the  ac- 
tivities of  the  chaebol,  Korea's  giant 
business  groups.  In  recent  years,  the 
government  has  tried  to  direct  their 
investment  and  influence  their  trading 
strategies.  But  some  analysts  worry 


that  Roh's  weakened  position  could 
lead  to  instability.  Reflecting  such 
fears,  the  stock  market  lost  2.8%  on 
Mar.  25. 

Interest  now  is  shifting  to  the  De- 
cember presidential  elections.  In  a  step 
toward  further  liberalization,  the  rul- 
ing party  appears  likely  to  choose  Kim 
Young  Sam,  a  former  dissident,  as 
Roh's  successor.  The  President  is 
barred  from  serving  another  term.  But 
Kim's  enemies  will  probably  blame  the 
party's  poor  general-election  perfor- 
mance on  him.  Industrialist  Chung  is 
mulling  a  run  for  the  presidency.  His 
candidacy  would  probably  create  more 
divisions  at  a  time  when  Korea  least 
needs  it. 
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MAJOR  LEAGUE  BASEBALL  I 


THE  JACKIE  ROBINSON 
OF  THE  FRONT  OFFICE? 


Joel  Ferguson  is  out  to  erase  the  last  color  line  in  baseball 


In  the  spring  of  1947,  eight-year-old 
Joel  I.  Ferguson  joined  neighbors 
packed  into  the  small  living  room  of 
a  two-story  wooden  house  in  Lansing, 
Mich.  He  was  watching  the  World  Series 
on  one  of  the  few  television  sets  in  the 
neighborhood,  and  what  he  saw  he 
would  never  forget:  Bat  in  hand,  Jackie 
Robinson,  Major  League  Baseball's  first 
black  player,  stepped  to  the  plate 
against  the  Yankees. 

A  bum  arm  and  the  inability  to  hit  the 
curve  foiled  little  Joe's  dream  of  follow- 
ing Robinson  into  the  bigs.  But  45  years 
later,  Ferguson  has  a  shot  at  a  first  of 
another  sort.  He's  bidding  to  buy  a  con- 
trolling stake  in  the  Detroit  Tigers.  If  he 
can  ink  a  deal  with  current  owner  and 
Domino's  Pizza  king  Tom  Monaghan, 
Ferguson  will  do  with  a  pen  what  Robin- 
son did  with  a  bat:  break  the  color  barri- 
er in  an  all-white  club. 
OLD  BOYS.  Today,  the  clubhouses  of  Ma- 
jor League  Baseball  are  thoroughly  inte- 
grated. A  black  man.  Bill  White,  is  presi- 
dent of  the  National  League,  and 
minorities  filled  16%  of  front-office  posi- 
tions in  major-league  clubs  in  1991,  up 
from  2%  in  1987,  according  to  Major 
League  Baseball.  But  there  are  no  black 
club  presidents  or  general  managers — 
or,  of  course,  owners. 

The  Tigers  would  be  a  prime  candi- 
date to  break  baseball's  last  color  bar. 
The  team  has  been  on  the  market  since 
January,  when  Monaghan  announced  his 
wish  to  sell  most  of  his  holdings.  He 
bought  the  Tigers  for  $53  million  in  1983 
and  is  asking  at  least  $100  million,  which 
is  considerably  higher  than  the  team's 
estimated  value  of  $83.6  million.  Fergu- 
son refuses  to  jump  into  a  bidding  war 
but  says  he's  prepared  to  pay  Mona- 
ghan's  asking  price. 

The  two  other  likely  bidders  for  the 
team,  Edsel  Ford  H  and  Keith  E.  Grain, 
a  scion  of  the  Grain  Gommunications 
Inc.  fortune,  epitomize  the  old-boy  net- 
work. Both  have  spoken  publicly  about 
having  wanted  to  own  a  baseball  fran- 
chise since  they  were  young  boys.  Joel 
had  different  childhood  goals.  "When  I 
was  a  kid,"  he  says,  "I  just  wanted  be 
able  to  afford  a  hot  dog  at  the  game." 
Ferguson  declines  to  estimate  his  net 


worth,  but  clearly,  today  he  could  buy 
franks  for  the  whole  stadium.  Nonethe- 
less, Ferguson  says  that  Monaghan 
hasn't  treated  him  as  a  serious  bidder. 
When  Ferguson  asked  to  review  the  Ti- 
gers' financial  package, 
Monaghan  stalled,  ex- 
plaining that  the  data 
wouldn't  be  ready  for 
another  two  weeks.  But 
by  that  time,  the  pack- 
age had  been  in  Ford's 
hands  for  two  months. 
Then,  Monaghan  asked 
Ferguson  for  informa- 
tion on  his  personal  fi- 
nances. Ford,  who  faces 
no  such  requirement, 
told  the  local  press  that 
"maybe  the  name 
helps."  Grain  declined 
to  comment  on  the  sta- 
tus of  his  bid,  and  Mon- 
aghan's  camp  didn't  re- 
ply to  requests  for  an 
interview. 

Judging  from  his 
past,  Ferguson  isn't 
likely  to  get  discour- 
aged. He  started  out  in 
the  early  1960s  tossing 
steel  at  the  local  Olds- 
mobile  plant  while  at- 
tending Michigan  State 
University.  But  rather 
than  become  the  first 
black  foreman,  and  the 
only  one  with  a  col- 
lege degree,  Ferguson 
moved  on  to  become 
athletic  director  at  a 
neighborhood  park.  He 
says  it  was  an  insult 
for  Oldsmobile  to  offer 
him  a  job  that  required 
a  bachelor's  degree 
from  a  black  man  but 
not  a  white  one.  He 
then  gained  prominence 
as  a  local  spokesman 
during  the  racial  unrest 
of  the  1960s  and  was 
elected  Lansing's  first 
black  city  council  mem- 
ber in  1967. 
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FERGUSON'S 
RESUME 


1939,  Lansing,  Mich. 


EDUCATION 


BA,  elementary  education, 
1965,  Michigan  State 


BUSINESS 


President  and  co-owner  of 
F&S  Development  Co.  and 
First  Housing  Corp.,  Lansing. 
Companies  own  or  operate 
over  5,000  housing  units  and 
office  buildings  in  Michigan 

Owner  of  WLAJ-TV  (Channel 
53),  Lansing's  first  ABC  net- 
work affiliate 

Founder  of  Capitol  National 
Bank,  Lansing 


POLITICS 


Michigan  Democratic  Party 
officer;  Michigan  chairman, 
1988  Jesse  Jackson  cam- 
paign; the  first  black  elected 
to  Lansing  City  Council 


While  cutting  his  teeth  in  politics,  Fe 
guson  was  also  learning  about  real  es 
tate.  He  swung  his  first  deal  in  196: 
borrowing  $121,000  to  buy  a  prope 
and  reselling  it  for  $360,000  the  sam 
day.  From  there  he  built  a  string  of  lo 
cost  apartments  and  senior  citizen  deve 
opments.  Strong  demand  for  both  typei 
of  housing — and  a  close  relationshi 
with  the  Michigan  State  Housing  &  De 
velopment  Authority — have  enabled  hi 
to  weather  the  real  estate  bust.  "He's 
good  systems  guy,"  says  Paul  V.  Gent 
lozzi,  a  Lansing  developer.  "Joel  gets 
quick  grasp  of  how  the  system  works, 
He  has  stayed  involved  with  the  loc 
community,  founding  a  bank  and  th 
first  ABC-TV  affiliate  i 
Lansing.  He  lost  a  bi 
for  mayor  in  1973  an 
managed  Jesse  Jac 
son's    upset  victor 
in  the   1988  Michigaii 
Democratic  Presidential 
primary. 

Ferguson  has  alread; 
thought  about  how  hi 
would  promote  the  T| 
gers,   which,  despit| 
ranking  20th  out  of  2| 
teams  in  ticket  salest 
eked  out  a  $5.1  millior 
profit  last  year.  Sino 
black  attendance  at  Til 
ger  Stadium  has  bee 
comparatively  low,  h 
would  begin  marketin 
directly    to  African] 
Americans,  in  part  b; 
urging  players  to  tak 
a  more  active  role  i 
community  projects.  I 
that,  he  might  get  hel 
from  a  famous  Michi 
gander:  Earvin  "Magic 
Johnson,  who  is  ru 
mored  to  be  joinin 
Ferguson  in  his  bid. 

Baseball's  hierarch; 
claims  to  be  neutral  o 
Ferguson.  Says  Stel 
phen  D.  Greenbergi 
deputy  commissioner  o:|; 
Major  League  Baseball 
"If  those  owners  an 
black  or  brown  or  what 
ever,  it  won't  make  '< 
difference."  But  t( 
someone  who  grew  uj 
admiring  Jackie  Robin 
son  the  pioneer,  bein^ 
the  first  black  to  joii 
baseball's  most  exclu 
sive  club  would  mak(l 
quite  a  difference. 

By  Greg  Boivens  i 
Lansing,  Mich. 


SPORTS  BUSINf 


Fujitsu  Delivers 
Solutions  In 
Computer  Products 


Fujitsu  develops  state-of-the-art  2.5-in<h  disk  drives  at  its  R&D  facility  in  Colorado. 


"Fujitsu  delivers  solutions, 
not  just  products,"  empha- 
sizes Lew  Frauenfelder, 
president  and  CEO  of 
Fujitsu  Computer  Products 
of  America  (FCPA)."Our 
mission  is  to  give  our  cus- 
tomers solutions  tailored  to 
the  way  they  work  and  live." 

An  American  high-tech 
veteran,  Frauenfelder 
founded  and  developed 
Colorado-based  Intellistor, 
Inc.  into  a  world  leader  in 


data-storage  and  disk-drive 
technology. 

Frauenfelder  eventually 
sold  his  company  to  Fujitsu, 
one  of  Intellistor's  largest 
customers.  He  stayed  on  to 
build  Intellistor  into  a  key 
element  in  Fujitsu's  global 
R&D  effort  and  last  year 
became  president  of  the 
newly  formed  FCPA. 


Frito-Lay,  for  example, 
recently  won  the  presti 
gious  Computerworld 
Smithsonian  Award  for  its 
use  of  Fujitsu  handheld 
computers  in  snack-food 
distribution  and  inventorj 
control. 

Tandem  uses  Fujitsu's 
highly  reliable  disk  drives 


cO 


Fujitsu  Products  Meet 
Customer  Needs 

The  world's  second  largest 
computer  company,  Fujitsu 
has  a  long  track  record  of 
working  closely  with  cus- 
tomers to  enhance  their 
operating  efficiency. 


Fujitsu  scanners  provide  fast, 
top-quality  images  for  high  vol- 
ume document  management. 


Fujitsu  was  the  first  to  design' 
automated  teller  machines  wit 
voice  guidance  and  braille  feO' 
tures  to  accommodate  visually 
impaired  customers. 
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at  200,000  hours  mean 
)etween  failure  —  in 
nsaction-processing 
liter  product  line.  ^ 

u  Pushes 
pen  Systems 

Iwide,  Fujitsu  is  a  lead- 
he  drive  for  open-sys- 
:omputing.  Open  sys- 
3oint  the  direction  the 
iter  industry  must  go 
working  replaces 
alone  equipment, 
[ood  example  is 
u's  VP2000  Series 
computers,  now  being 
?ted  to  the  U.S.  private 
■.  At  Fujitsu  America's 
)se  (Calif.)  supercom- 
center,  independent 
ire  vendors  can  port 
isfer  their  software  to 
Li  UNIX®-based  plat- 
,  including  Fujitsu 
computers  worldwide. 

cP 

u  Expands 
S.  Capability 

u's  skilled  workforce 
U.S.  is  dedicated  to 
ng  the  needs  of  the 
narket.  Last  year,  the 
any  integrated  its 
ican  computer  prod- 
lanufacturing,  distri- 
1  and  R&D  operations 
■  the  FCPA  banner. 


This  consolidation  will 
increase  Fujitsu's  ability  to 
adapt  quickly  to  changing 
customer  needs. 

hi  1992,  FCPA  is  expand- 
ing R&D  at  Intellistor.  It  also 
anticipates  increased  activity 
at  its  Hillsboro  (Ore.)  manu- 
facturing facility. 

Emphasizing  miniatur- 
ization to  increase  product 
capacity,  Intellistor  is  devel- 
oping integrated  disk 
arrays  for  Fujitsu  super- 
computers. Disk  arrays  can 
handle  more  data  faster  and 
more  reliably  —  with  100% 
up-time  as  the  goal. 

R&D  also  focuses  on 
small  form-factor  disk 
drives  for  the  fast-growing 
laptop  and  notebook  com- 


puter market.  This  has 
enabled  Fujitsu  to 
establish 
itself  as  a 
major  force  in 
the  competi- 
tive 2.5-inch 
disk-drive  busi- 
ness. "Our  aim," 
Frauenfelder  asserts,  "is 
to  become  the  world's  pre- 
mier supplier  of  small  form- 
factor  disk  drives." 

Frauenfelder  intends  to 
push  the  company  a  long 
way.  "Our  long-term  vision," 
he  says,  "is  to  serve  the 
North  American  market  by 
combining  the  best  of  an 
entrepreneurial  company 
culture  with  worldwide  cor- 
porate resources.'^^ 


The  1.2  pound  PoqetPad^'^  from 
Fujitsu  is  a  pen-based  portable 
computer. 


At  the  idn  Jose  (Calif.)  warehouse,  FCPA  President  and  CEO  Lew 
Frauenfelder  sees  increased  demand  for  Fujitsu  printers. 
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Fujitsu  Creates 
Tomorrow's 
Telecommunications 
Networks -Today 


With  the  small  and  light  Fujitsu  POCKET  COMMANDER™,  Santa  Clara  University  head  basketball  coach 
Carroll  Williams  stays  in  touch. 


"The  line  between  telecom- 
munications and  the  com- 
puter business  is  blurring," 
stresses  Tony  Carollo,  exec- 
utive vice  president  and 
chief  operating  officer  of 
Fujitsu  Business  Commun- 
ication Systems  (FBCS). 

"Digitization,"  he 
explains,  "will  facilitate  the 
merging  of  public  and  pri- 
vate networks  into  a  seam- 
less voice/data/video 
telecommunications  high- 
way." In  the  future,  execu- 
tives will  be  able  to  resolve 
issues  using  face-to-face 
video  teleconferencing, 
while  sharing  data  on  their 
computers. 


An  architect  of  Rolm 
Corp.'s  success  in  the  70s 
and  '80s,  Carollo  joined 
FBCS  because  he  saw  a  fit 
between  its  strengths  and 
his  skills.  Fujitsu  had  tech- 
nology and  products.  Carollo 
added  his  expertise  in  North 
.American  marketing  and 
distribution. 


Telecommunications  veteran 
Tony  Carollo,  now  FBCS  chief 
operating  officer,  sees  a  bright 
future  in  Fujitsu's  advanced  PBX 
technology. 


Fujitsu  Has  Across- 
The-Boord  Strength  In 
Telecommunications 

Fujitsu's  product  line  j 
ranges  from  the  POCKET  I 
COMMANDER™,  one  of 
the  world's  smallest  and 
lightest  handheld  cellular 
telephones,  to  one  of  the 
world's  fastest  fiber-optic 
transmission  systems,  cap? 
ble  of  carrying  an  encyclo- 
pedia's contents  across  the 
country  in  seconds. 

Fujitsu  was  the  first  to 
market  a  synchronous  op 
cal  network  (SONET) 
multiplexer.  SONET  is  the 
industry  standard  for  publi 
network  fiber-optic  trans- 
mission products.  Using 
Fujitsu's  SONET  equipmen 
Cincinnati  Bell  will  be  first 
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J.S.  to  provide  its 
■rcial  customers  with 
ble  service  that  can 
natural  disasters 
iipment  failures, 
su's  ISDN-ready 
"  PBX  was  designed 
e  ground  up  to  be  a 
n  for  tomorrow's  dig- 
imunications.  Its 
chitecture  allows 
ers  the  flexibility  of 
itting  voice,  data,  fax 
eo  images. 
:su  is  also  the  leading 
r  of  ISDN  telephones 
minal  adapters  that 
ipatible  with  major 
office  switches. 
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Keeps  Customers 
t  Of  Technology 

technology  supports 
omers'  growth.  Late 
r,  Fujitsu  Network 
lission  Systems 


(FNTS)  became  the  first 
supplier  of  lightwave  equip- 
ment to  receive  MCI 
Communications  Corp.'s 
coveted  Supplier  Of  The 
Year  Award. 

In  1991,  Fujitsu  Network 
Switching  of  America  (FNS) 
began  working  with 
BellSouth  on  a  trial  of 
Fujitsu's  FETEX^"^-150  — 
the  first  asynchronous  trans- 
fer mode  (ATM)  broadband 
switch  installed  in  a  U.S. 
telephone  central  office. 

This  trial  is  a  preview  of 
the  future  in  telecommuni- 
cations. Using  FETEX-150 
technology,  medical  re- 
searchers at  the  University 
of  North  Carolina  will  soon 
have  switched  access  to  a 
supercomputer  18  miles 
away.  This  will  enable  them 
to  obtain  virtually  instanta- 
neous, sophisticated  medi- 
cal images  for  planning  can- 
cer treatment. 


Fujitsu  Focuses  On 
Tomorrow's  Needs 

"In  the  future,"  says  Jinjiro 
Dodo,  chairman  and  chief 
executive  officer  of 
FBCS  and  chairman  , 
of  FNTS,  "informa- 
tion will  be  down- 
loaded visually, 
by  data  and 
voice — fully  digi- 
tized, fully  multimedia." 

"Our  telecommunications 
operations,  therefore,  will 
increasingly  focus  on  pro- 
viding integrated  network 
solutions  for  customers," 
continues  Koji  Inoue,  presi- 
dent of  FNTS.  "Fujitsu  has 
the  switching,  the  transmis- 
sion and  the  computer  tech- 
nology to  do  this. 


The  F9600™  digital 
telepiione  from 
Fujitsu.  Tlie  F9600 
PBX  system  was 
designed  as  a 
platform  for  21st 
<entury  digital 
(ommunications. 


cO 


;  Ri<hardson  (Tex.)  Telecommunications  Center  is  one  of  the  company's  primary  global  research 
iufacturing  facilities. 
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Fujitsu  Puts  More 
Power  Into 
Microelectronics 


Convex  Chairman,  President  and  CEO  Robert  Palu<l<  (center),  FMI  President  Mitsumasa  Ashida  and  Sr. ' 
Rich  Christopher  inspect  circuit  board  using  iCs  developed  for  Convex  by  Fujitsu. 


"Fujitsu  has  a  good  vision  of 
the  future,"  says  Rich 
Christopher,  a  high-tech  vet- 
eran, now  senior  vice  presi- 
dent at  Fujitsu  Microelec- 
tronics, Inc.  (FMI)  in  San 
Jose  (Calif.).  "Other  compa- 
nies worry  about  short-term 
results.  Fujitsu  concentrates 
on  the  21st  century." 

"Here  at  FMI,  we  com- 
bine Fujitsu's  global  techno- 
logical strength  with  local 
engineering  creativity," 
says  Christopher.  "This 
allows  us  to  develop  bet- 
ter products  for  the  North 
American  market." 


cO 
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Fujitsu  Helps  Customers 
Open  New  Markets 

Fujitsu  works  closely 
with  its  customers  to  devel- 
op new  technologies  and 
new  products. 


FMI's  engineers  collabo- 
rated with  Sun  Microsys- 
tems, Inc.  in  developing  the 
reduced  instruction  set 
computer  (RISC)  chip — the 
technology  which  brought 
mainframe  computing  to 
the  desktop. 

Now,  design  teams  from 
FMI  and  Intergraph  Corp. 
are  cooperating  on  chips  for 


Fujitsu's  high-resolution  plasma 
display  offers  a  space-saving 
alternative  to  bulky  CRTs  for 
workstations,  such  as  Sun 
SPARCstation^'"  IPC  (above). 


Intergraph's  next  genera 
of  engineering  workstatio 

Technology  Puts 
Fujitsu  Ahead 

Global  strength  in  tech-' 
nology  is  the  key  to 
Fujitsu's  success.  In  se 
conductors  and  microel 
tronics,  it  ranks  as  one 
the  world's  top  supplie 
It  leads  in  application 
specific  integrated  circu 
(ASICs) — a  key  technol 
gy  needed  for  developin 
specialized,  advanced 
electronics  products. 
Few  competitors 
match  its 
sub  micron 
manufacturing 
capability.  This  enables  j 
Fujitsu  engineers  to  fit  mo 
functions  onto  each  chip. 


ECIAL  ADVERTISING  SECTION 


capabilities,  so  that  they  can 
obtain  solutions  to  meet  their 
products'  needs." 


cO 


stomers  want  more 
ting  power,  more  com- 
itions  power,"  says 
"esident  Mitsumasa 
.  "We  have  to  offer  our 
lers  a  way  to  take 
age  of  Fujitsu's  manu- 
ig  and  engineering 


U.S.  Manufa<turing  Brings 
Quuk  Turnaround  Times 

FMI  manufactures  chips  in 
the  U.S.  and  exports  them 
worldwide.  Its  manufactur- 
ing capabilities  in  San  Diego 
(Calif.)  and  Gresham  (Ore.) 
range  from  front-end  wafer 
fabrication  to  assembly 
operations. 

"We  need  U.S.  manufac- 
turing," stresses  FMI's 
Rich  Christopher.  "Local 
autonomy  is  the  key  to  pro- 
viding customers  shorter 
turnaround  from  design  to 
product." 

Fujitsu's  R&D  And 
Customer  Cooperation 
Drive  Cutting-Edge 
Te<Knology 

Fujitsu  spends  more  on 
R&D  than  most  companies 
make  in  total  sales.  This 


nph  Exec.  VP  Howard  Sachs  (second  from  right),  his  engineer- 
m  and  their  FMI  counterparts  discuss  chip  development  for 
nph's  fast  new  engineering  workstation. 


investment  often  brings 
advances  in  microelectron- 
ics that  evolve  into  commer- 
cial products. 

High  electron  mobility 
transistor  (HEMT)  technol- 
ogy is  one  example.  By 
significantly  improving 
reception,  HEMT  helps 
reduce  the  size  required  for  a 
satellite  dish,  making  direct 
broadcast  satellite  TV  more 
attractive  to  consumers. 

Another  exam- 
ple is  high-speed 
gallium  arsenide 
semiconductors. 
Fujitsu  was  the 
first  to  use  gallium 
arsenide  technolo- 
gy in  manufactur- 
ing a  key  semicon- 
ductor module  for 
cellular  telephones,  making 
supercompact  handheld 
phones  possible. 

Now,  Fujitsu  has  opened 
the  world's  largest  gallium 
arsenide  chip-fabrication 
facility,  in  response  to  a 
growing  demand  for  this 
technology.  Convex 
Computer  Corp.  is  using 
these  Fujitsu  components  to 
build  the  next  generation  of 
faster  computers. 

Says  Ashida:  "We  have  to 
demonstrate  our  value  to 
our  customers.  We  have  to 
provide  products,  techno- 
logical solutions  and  ser- 
vices that  can  help  them  be 
more  competitive,  now  and 
in  the  future.  If  we  do  this, 
everyone  wins." 


Fujitsu  designs 
advanced  semicon- 
ductors, such  as 
Ethernet  controllers 
(left)  and  RISC 
microprocessors 
(right),  in  the  United 
States  and  markets 
them  worldwide. 
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Fufltsu  Suppor 


il  Undarstanding 


WHO'S  WHO  IN  FUJITSU 

FUJITSU  AMERICA,  INC. 

Corj'orate  Headquarters 

3055  Orchard  Drive 

San  jDse,  California  95134-2()22 

(408)  432-1301);  F;l\:  (408)  432-13LS/1319 

Information  Systems  Group 

3055  Orchard  Drive 
San  Jose,  California  95134-2022 
(40H)  432-1300;  Fax:  (40«)  45(>7054 
Researches  and  develops  a  broad  range 
of  computer  products  and  ports  applica- 
tion packages  to  the  Fujitsu  UNIX"  envi- 
ronment 

Supercomputer  (iroup 

3055  Orchai-d  Drive 
San  Jose,  California  95134-2022 
(408)  432-1300;  Fax:  (408)  456-70(56 
Supercomputer  operations  include  mar- 
keting, customer  support,  and  Open 
Systems  Center  resources  for  the  super- 
computer market  in  the  United  States 

FUJITSU  BUSINESS 
COMMUNICATION  SYSTEMS,  INC. 

Headquarters 

3190  Miraloma  Avenue 

Anaheim.  Califoniia  75081 

(714)  (530-7721;  Fax:  (714)  7(54-2527 

Sales,  iMarketing  &  Service 

4605  liast  Elwood  Street 
Phoenix,  Arizona  8.5040 
1-800-533-32(53;  (602)  921-.5900 
Fax:  (602)  921-5999 

Designs,  manufactures  and  markets  an 
advanced  line  of  PBX  (private  brancii 
exchange)  systems  for  30  to  9,(500  lines, 
including  the  ISDN-architectured 
F96()()'" 

FUJITSU  COMPUTER 
PACKAGING  TECHNOLOGY,  INC. 

3811  ZankcrRoad 

San  Jose,  California  95134 

(408)  943-7700;  Fax:  (408)  943-7790 

Conducts  basic  electronic  interconnect 

research  lor  com|)uter  systems 

FUJITSU  COMPUTER  PRODUCTS  OF 
AMERICA,  INC. 

2901  Orch.trd  Parkway 

San  Jose,  California  95134 

(408)  4  32-(53:!3;  Fax:  (408)  894-1709 

Develops,  designs,  manufactures  and 

markets  a  full  line  of  peripheral  product 

solutions:  disk  and  tape  drives.  ])rinters 

and  scanners 

FUJITSU-ICL  SYSTEMS  INC. 

Sales  OfTu  e 

12(;70  High  liluff  l)riv<- 
San  Diego,  California  92130-2013 
(619)  481-4004;  Fax:  (619)  481-4093 
Develops,  markets  and  semces  retail 
point-of-sale  (POS)  systems,  handheld 
computer  systems  and  automated 
teller  machines 


The  Japan-America  Institute  of  Management  Science,  popularly  known  as  JAIMS,  provides  intercultural,  graduate  level  i 
education  for  students  from  both  sides  of  the  Pacific  Rim,  and  beyond. 

Founded  by  Fujitsu  in  1972  as  a  non-profit,  independent  educational  institution,  JAIMS  creates  opportunities  for  Westei 
and  Japanese  managers  to  leani  from  each  other  about  business  and  management  styles  in  a  imique,  cross<ailtural  setting. 

During  its  first  20  years,  more  than  10,000  people  from  over  40  cotmtries  have  participated  in  JAIMS'  academic  progran 
and  seminars. 

For  more  information,  contact  J^>an-America  Institute  of  Management  Science,  6660  Hawaii  Kai  Drive,  Honohihi,  Hawaii  9  j&  i 
Telephone:  (808)  395-2314  Facsimile:  (808)  396-7111  ^ 

|l 

FUJITSU  NETWORKS  INDUSTRY,  INC  i 

Soundview  Plaza  I 
12(56  East  Mam  Street 
Stamford,  CF  06902 
(203)  32(5-2700;  Fax:  (203)  .326-2702 
Develops  products  and  services  foj 
emerging  public  digital  networks; 
ops  and  markets  ISDN  and  informjj 
services  applications 

FUJITSU  SYSTEMS  BUSINESS 
OF  AMERICA,  INC. 

2986  ( )akmead  Village  Court 
Santa  Clara,  California  95051 
(408)  988-8012;  Fax:  (408)  492-198SI 
Markets  Fujitsu  M  and  K  Series  anci 
DS/90  Systems,  and  Japanese  wordS 
processors;  works  with  U.S.  softwar| 
companies  to  develop  software  for 
Fujitsu  computer  systems 

INTELLISTOR,  INC. 

2402  Clover  Basin  Drive 
Longmont.  Colorado  80503 
(303)  682-6400;  Fax:  (303)  682-6401 
Designs  advanced  intelligent  data 
storage  subsystems  and  devices 
which  F'ujitsu  manufactures 


FUJITSU  MICROELECTRONICS,  INC. 

Corjjoriite  Headquarters 

3545  N.  First  Street 
San  Jose,  California  95134-1804 
(408)  922-9000;  Fax;  (408)  432-9044/9045 

Advanced  Products  Division  and 
Cooperative  Ventures  Division 

77  Rio  Robles 

San  Jose,  California  95134-1807 
1-800-523-0034  SPARC 
1-800-8(5(5-8608  Ethernet 
Vox:  (408)  943-9293 

Designs  advanced  microelectronic  prod- 
ucts including  the  SPARC  and  the 
litheniet  chip  families;  evaluates  and 
manages  joint  ventures  and  equity 
investments 

Electronic  Components  Division 

3.545  N.  First  Street 
San  Jose,  California  95134-1804 
1-800-642-7616;  (408)  922-9000 
Fax:  (408)  432-9044 
Markets  and  distributes  a  broad  range 
of  components  and  peripherals,  includ- 
ing plasma  displays,  relays,  connectors, 
keyboards  and  thermal  printers 

Integrated  Circuits  Division 

3.545  N.  First  Street 
San  Jose.  California  95134-1804 
1-800-642-7616;  (408)  922-9000 
Fax:  (408)  432-9044 
Designs,  develops,  manufactures  and 
markets  a  broad  line  of  standard  and 
custom  semiconductor  products,  includ- 
ing memories,  logic  and  analog  devices, 
hybrids,  micro-computer,  telecommuni- 
cations, and  custom  and  semi-custom 
ASIC  |)roducts 


Microwave  and  Optoelectronics 
Division 

50  Rio  Robles 

San  Jose,  California  951.34-1806 
(408)  922-9.550;  F;ix:  (408)  428-9111 
Designs  and  markets  microwave  and 
lightwave  semiconductor  devices 
worldwidi' 

FUJITSU  NETWORK  SWITCHING 
OF  AMERICA,  INC. 

Corporate  Headquarters  and 
Switching  Division 

4403  Bland  Road 
Somerset  Park 

Raleigh,  North  Carolina  27609 
(919)  790-2211;  Fax:  (919)  790-8376 

ISDN  Network 
Terminals  Division 

3055  Orchard  Drive 
San  Jose.  California  95134-2022 
(408)  954-1088;  Fax:  (408)  45(5-7994 
Designs  and  markets  central  office 
switching  equipment,  including  the 
FE'rEX'"-150  central  office  switch  and 
ISDN  terminals 

FUJITSU  NETWORK  TRANSMISSION 
SYSTEMS,  INC. 

2801  Telecom  Parkway 
Richardson,  Texas  75082 
l-80()-777-FAST;  (214)  690-6000 
Fax:  (214)  497-(5990 

Manufactures  and  markets  high-capaci- 
ty asynchronous  and  SONET  fiber-optic 
systems,  digital  multiplexers,  digital 
loop  carrier  transmission  systems  and 
related  equipment 

Cellular  Mobile  Telephone  Division 

2801  Telecom  Parkway 
Richardson,  Texas  75082 
(214)  690-6000;  Fax:  (214)  497-(5973 
Manufactures  and  markets  a  line  of 
high-end  micro-portable  cellular  tele- 
phones, including  the  Pocket 
Commander'"  Stylus 


FUpSU 


OPEN  SYSTEMS  SOLUTIONS,  INC 

6121  Mollis  Street 
Emei-yville,  CA  94608 
(510)  (552-6200;  Fax:  (510)  652-5535 
Contract  development  of  UNIX  has 
software  for  Fujitsu  Limited,  develc 
ment  of  various  UNIX  program  pro 
nets,  porting  of  third  party-develop* 
UNIX  program  products 

POQET  COMPUTER  CORPORATION 

5200  Patrick  Heniy  Drive 
Santa  Clara,  California  95054 
(408)  982-9500;  Fax:  (408)  496-0575j'3 
Manufactures  and  markets  super  'i^ 
portable,  pen-  and  keyboard-based  lilS 
puters,  peripherals  and  solid  state  ,' 
media  to  worldwide  markets 

FUJITSU  CANADA,  INC. 

2800  Matheson  Boulevard  East  ) 
Mississauga,  Ontario  L4W  4X5 
1-800-263-8716;  (416)  602-5454 
Fax:  (416)  602-5457 
Markets  a  complete  line  of  flexible  eI 
hard  disk  drives,  magnetic  tape  driv| 
printers,  image  scanners,  facsimilesld 
cellular  telephones 

FUJITSU  SYSTEMS  BUSINESS 
OF  CANADA,  INC. 

5140  Yonge  Street,  Suite  2000 
Box  30 

North  York,  Ontario  M2N  6L7 
(416)  512-0342;  Fax  (416)  512-0344  ' 
With  responsibility  for  meeting  the  ' 
needs  of  Canadian  customers,  mark^ 
F'ujitsu  general  purjjose  computers,| 
workstations  and  personal  compute 
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i''I'rrf:X"'  is  a  iradcmark  of  Fujitsu  I.iiiiitcd  •  FSiliOO'"  is  a  Irademark  <if  Fujitsu  Business  Communication  Systems,  Inc.  •  POCKET  COMMANDI!R'"  is  a  trademark  of  Fujitsu  Network 
't  ransmission  Systems.  Inc.  •  Fo(|i'lPad'"  is  a  trademark  of  l'oq<-l  ComputiT  Corp.  •  SI'AKC  is  a  registered  trademark  of  SPARC  International,  Inc.  •  Sl'AKCslation'"  IPC  is  a  trademark 
of  SI'AKC  International.  Inc..  licensed  exclusively  to  Sun  Microsystems.  Inc.  •  IINDC  is  a  registered  trademark  of  UNIX  Systems  Laboratories,  Inc. 
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MANAGEMENT  I 


DOING  IT  RIGHT,  TILL 
THE  LAST  WHISTLE 


Craig  Parr  keeps  morale — and  quality — high  in  a  doomed  GM  plant 


Craig  B.  Parr,  manager  of  GM's  Pon- 
liac-West  assembly  plant,  is  in  his 
element.  Striding  through  the 
plant's  four  buildings,  his  abundant  gold 
jewelry  twinkling  in  the  artificial  light, 
he  draws  waves  and  smiles  from  all 
around.  But  for  Parr,  49,  the  job  is  bit- 
tersweet. Pontiac-West  will  close  its 
doors  for  good  in  1994,  and  it  is  Parr's 
difficult  responsibility  to  wind  the  place 
down.  It  can  be  frustrating  and  infuriat- 
ing work.  In  the  late  1980s,  when  he  had 
to  close  down  the  nearby  Pontiac-Central 
plant,  "I'd  go  home  and  bust  my  ass 
around  the  house  just  to  get  the  poison 
out  of  my  system." 

Soon,  many  of  his  fellow  plant  manag- 
ers will  see  how  it  feels.  Beset  with  mon- 
ey problems.  General  Motors  Corp.  plans 
to  close  21  plants  and  eliminate  74,000 
jobs  by  mid-decade.  At  each  of  those 
plants,  managers  such  as  Parr  will  have 
the  crucial  task  of  closing  up  shop  while 
making  sure  everything  runs  smoothly 
until  the  final  whistle.  Having  just  lost 
$4.9  billion,  the  last  thing  CM  needs  now 
is  a  bunch  of  disgruntled  workers  doing 
shoddy  work. 

Because  of  Parr's  experience  in  plant 
closings,  his  views  have  been  much  in 
demand  among  GM  plant  managers  late- 
ly. Many  have  shown  up  on  his  doorstep. 
"I've  become  the  encyclopedia  that  peo- 
ple refer  to,"  he  says  with  a  shrug. 
NO  PENNANT.  His  peers  should  listen 
carefully.  Look  at  the  quality  charts 
posted  alongside  the  engine-preparation 
line  at  Pontiac-West,  where  workers  at- 
tach various  hoses  and  electrical  connec- 
tors to  the  engines'  mechanical  parts.  In 
June,  1990,  just  before  workers  learned 
the  plant  would  close,  only  71%  of  the 
engines  leaving  the  department  were 
found  to  be  perfect  by  GM  standards. 
Last  January,  979^  of  the  engines  were 
perfect.  University  of  Michigan  business 
school  professor  Kim  S.  Cameron,  who 
has  studied  plant  closings,  compares  the 
plant  manager's  role  to  that  of  a  base- 
ball manager:  "The  manager  has  to  let 
people  know  that  even  though  it's  the 
last  game  of  the  season  and  the  team 
is  not  going  to  win  the  pennant,  you 


still  have  to  run  out  the  ground  ball." 

Much  depends  on  top  management  as 
well.  If  workers  feel  the  rug  has  been 
pulled  out  from  under  them,  the  stress 
and  shock  are  certain  to  affect  their 
work.  GM  has  made  some  questionable 
moves,  such  as  announcing  it  would 
close  either  its  Willow  Run  plant  in 
Michigan  or  the  facility  in  Arlington. 
Tex.,  and  then  letting  them  compete 
against  each  other.  Arlington  won,  and 
Willow  Run's  workers  are  still  bitter.  Its 
hometown  of  Ypsilanti,  which  had  given 
GM  tax  breaks,  is  suing  the  company. 

To  its  credit,  the  company  does  sup- 
port its  blue-collar  workers  with  an  ex- 
tensive safety  net.  It  includes  free  job 
training  and  a  chance  to  transfer  from 
one  GM  plant  to  another,  based  on  senior- 
ity. Workers  who  are  laid  off  for  any 
reason  get  95%  of  regular  pay  for  up  to 
36  weeks — and  100%  after  that — until 
the  end  of  their  contract  in  September, 
1993.  "Our  members  are  worried,  as 
they  should  be,"  says  Donny  Douglas, 
president  of  United  Auto  Workers  Local 
594,  which  includes  Pontiac-West.  "But 
they're  not  in  a  state  of  desperation." 
Salaried  employees  are  generally  on 
their  own,  as  GM  seldom  offers  buyouts 


'Even  though  you're 
closing,  you  keep 
demanding  higher 
standards' 


for  them.  But  for  now,  employees  who 
will  be  53  or  older  this  year  or  next  are 
being  offered  an  enticing  early-retire- 
ment package. 

Although  GM  management  is  reluctant 
to  single  out  Parr  as  its  plant-closing 
guru — perhaps  because  it's  painful  to 
admit  needing  one — the  company  has 
tacitly  acknowledged  his  accomplish- 
ments at  Pontiac-West:  Usually,  a 
doomed  plant  is  allowed  to  continue 


building  its  current  cars  or  trucks  i|8i 
the  gates  are  locked.  In  an  extraci^ 
nary  move,  Pontiac-West  this  April  jp 
begin  building  the  $27,000,  280-hoi#: 
power  GMC  Syclone  pickup,  previo# 
built  in  Shreveport,  La.  "You  just  corO- 
ue  to  demand  results,"  explains  Pir. 
"Even  though  you're  closing,  you  kep 
demanding  higher  standards." 
ON  THE  TRAIL.  Parr's  philosophy  on  p.Sl 
closings  traces  back  to  1986.  Soon  asi 
he  became  the  manager  of  Pontiac-(ffi 
tral,  he  learned  he  was  to  shut  lie 
sprawling,  9,000-worker  facility.  He  g- 
covered  a  brutal  reality:  "The  world  fd 
the  company  treat  you,  your  plant,  li 
your  workers  as  lepers,"  he  says.  Ji 
was  fairly  new  to  the  plant-closing  bfb 
ness  then,  so  there  weren't  many  pll* 
managers  for  Parr  to  turn  to  for  adv^: 
He  began  keeping  a  log  at  home  of  w; 
did  and  did  not  work  in  helping  the 
force  through  the  transition  (table),  ft 
instance,  he  noted  that  big  employe 
meetings  were  much  less  effective  tin 
smaller  ones.  The  main  lesson:  "Wlin 
you're  closing  a  plant,  you  can't  gf^ 
people  enough  information." 

He  likes  to  give  it  to  them  in  persji. 
A  muscular  former  welder  who  even?)- 
day  is  a  member  of  the  Teamsters,  Pt 
arrives  at  work  by  6  a.m.  and  gis 
through  his  mail  while  sitting  in  the  (f- 
eteria,  where  he  is  accessible  to  all  2,!i0 
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THE  PARR  PRINCIPLES 

Craig  Parr's  rules  for  managing  plant 
shutdowns,  learned  over  six  years 

COMMUNICATE  Give  notice  as  far  in  ad- 
vance as  possible —  certainly  before 
workers  read  it  in  the  paper.  Be  thorough 
and  repetitious,  because  they  may  not  be 
able  to  absorb  everything  the  first  time 

BE  VISIBLE  Take  personal  responsibility 
for  guiding  people  through  the  change. 
Don't  just  have  an  'open  door'  policy; 
wander  around  outside  your  office 

BE  HONEST  False  hope  isn't  helpful  for 
anyone.  Be  blunt  about  the  plant  closing, 
even  if  you  don't  know  the  exact  dote 

BE  POSITIVE  Reward  top  performers  and 
implement  worker  ideas  for  improve- 
ments. Also,  encourage  plant  tours  by 
schoolchildren  and  customers.  They  imply 
that  workers  are  worth  showing  off 

DEMAND  MORE  Remind  workers  that  im- 
proving skills  will  help  the  plant  today  and 
make  them  more  marketable  later 

KEEP  THE  PLANT  LOOKING  GOOD  Clean 
it,  paint  it.  Don't  let  the  equipment  deteri- 
orate. Morale  is  iffy  enough  already 


and  white-collar  workers.  Then  he 
the  trail.  Marching  through  the 
he  scowls  at  an  unswept  stairwell, 
grins  when  a  worker  stops  him  to 
"How  are  orders?" 
;king  his  head  into  the  cafeteria,  he 
s  whether  the  broken  soda  cooler 
leen  fixed  yet.  It  hasn't.  "You  let 
now  if  they  don't  get  here,  0.  K.?" 
Us  a  cafeteria  worker.  Next  comes 
.it  to  the  front-axle  department, 
5  a  worker  has  reported  that  her 
borhood  letter  carrier  has  corn- 
id  about  a  problem  with  a  dash- 
l  hght  on  her  GM  truck  that  the 
rship  can't  fix.  "Tell  her  to  park  it 
.'  space  tomorrow,"  says  Parr.  By 
id  of  the  day,  he  vows,  they'll  solve 
roblem.  They  do. 

it  act  of  concern  for  the  customer 
t  out  of  the  ordinary  at  Pontiac- 
.  At  the  end  of  the  line,  workers 
a  thank-you  note  into  the  glove 
artment  of  every  GMC  Ty^Dhoon 
-utility  they  build.  Signed  by  Parr, 
musual  card  also  includes  his  direct 
phone  number.  If  there's  a  prob- 
Parr  wants  to  hear  about  it.  Now, 
opes  to  put  similar  notes  in  all 
ac-West  trucks. 

like  some  plants  that  are  set  to 
and  many  that  aren't,  Pontiac- 
doesn't  look  the  least  bit  run-down, 
ed  areas  are  spotless,  and  there's 


fresh  paint  everywhere.  "That  plant  will 
not  deteriorate,"  insists  Parr.  "I  have  a 
budget  for  paint,  and  I  spend  every  pen- 
ny." The  paint  is  designed  to  show  the 
work  force  that  somebody  still  cares,  as 
are  the  plant  tours  by  schoolchildren  and 
major  customers  that  he  encourages. 

When  GM  sends  a  Scrooge-like  mes- 
sage to  employees.  Parr  goes  on  the  at- 
tack. He  insisted  that  the  annual  Christ- 
mas party  go  on  as  usual  after  GM  tried 
to  cancel  it,  for  instance.  At  one  point, 
he  went  to  the  GM  brass  for  approval  for 
a  new  piece  of  diagnostic  equipment  for 
the  trucks  built  at  Pontiac-Central. 
When  they  balked  at  its  six-figure  price 
tag,  he  found  the  money  elsewhere  in 
his  budget  and  bought  the  equipment. 
"If  I  show  the  work  force  that  I  haven't 
abandoned  them,  they're  gonna  hang  in 
there  with  me,"  says  Parr.  Workers  on 
the  floor  give  him  good  marks.  "In  the 
26  years  I've  been  here,  he's  the  most 
people-oriented  manager,"  says  Don 
Duglise.  who  works  in  final  assembly. 
'DIGNITY  AND  PRIDE.'  Unlikely  as  it 
seems,  GM  maintains  that  quality  often 
improves  at  doomed  plants.  At  GM's 
Lordstown  (Ohio)  commercial  van  plant, 
which  closed  on  Mar.  23,  the  last  two 
GM-run  quality  audits  found  an  astound- 
ing zero  defects,  says  Thomas  J.  Davis, 
vice-president  and  general  manager  of 
the  GM's  Lansing  Automotive  Div.  The 


North  Tarrytow  n  (N.  Y.)  plant  learned  in 
mid-February  that  it  will  close  by  1995. 
An  early  March  audit  of  minivans  built 
there  found  a  nearly  '2sf7c  improvement 
in  quality  over  the  past  three  months, 
says  one  GM  executive. 

After  studying  more  than  30  manufac- 
turing plants  hit  by  downsizings,  Michi- 
gan B-school  professor  Cameron  isn't 
surprised.  "The  data  really  show  the 
same  phenomena:  Absenteeism  goes 
down,  productivity  goes  up,"  he  says. 
Why'?  It  may  be  denial  on  the  workers' 
part — the  belief  that  if  they  do  a  good 
enough  job,  management  will  reverse  its 
decision.  "You  do  the  best  you  can  and 
hope  they  change  their  mind,"  says  Don 
Barlow,  a  worker  on  the  Pontiac-West 
frame  line.  "That's  all  we  can  do."  Some 
of  it  is  pride.  At  Lordstown,  workers 
strung  up  a  banner  reading:  "We're  go- 
ing to  build  out  with  dignity  and  pride." 

As  the  Pontiac-West  workers  get 
ready  to  build  the  new  GMC  Syclone, 
there's  no  forgetting  that  the  final  whis- 
tle is  just  two  years  off.  Perhaps  as 
many  as  one-third  of  the  blue-collar 
workers  will  take  early  retirement  rath- 
er than  try  to  transfer  to  another  GM 
plant.  At  least  one  employee  can  feel 
confident  about  his  future,  though.  With 
plant  closing  becoming  a  growth  busi- 
ness. Parr  ought  to  be  in  hot  demand. 
By  James  B.  Treece  in  Pontiac,  Mich. 
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STRATEGIES  I 


A  'GRAVE  DANCER' 

TRIES  TO  PICK  HIMSELF  UP 


Will  new  deals  erase  the  memon'  of  Sam  Zell's  misstep  at  Itel? 


Famed  bottom-fisher  Samuel  Zell 
has  landed  a  couple  of  whoppers 
lately.  Paying  47c  on  the  dollar,  the 
Chicago  real  estate  tycoon  scooped  up 
80^(  of  the  debt  of  bankrupt  Carter 
Hawley  Hale  Stores  Inc.  last  October. 
He  hopes  to  conveit  the  debt  into  90""^ 
equity-  ownership  during  the  retailer's 
reorganization.  In  February.  Zell  cut  a 
similar  deal  with  Revco  Inc.'s  debt- 
holders.  Zell  Chilmark.  his  SI  billion 
"vulture  fund."  should  wind  up  with 
about  18^'  of  the  drug- 
store chain. 

In  both  cases,  ZelFs 
image  as  a  corporate 
savior  helped  him  suc- 
ceed. But  now.  as  he 
steps  back  into  the  spot- 
light, the  self-pro- 
claimed "grave  dancer" 
;s  not  exactly  doing  a 
Jig.  The  reason:  Zell's 
highest-profile  turn- 
around, the  makeover 
of  former  computer  les- 
sor Itel  Coi-p..  is  tui-n- 
ing  out  to  be  a  bust. 

After  furiously  un- 
loading assets  to  cut 
Itel's  1990  debt  of  S3.2 
billion,  often  at  money- 
losing  prices,  about  all 
that's  left  is  its  AnLxter 
Bros.  Inc.  wiring  busi- 
ness and  a  few  shon- 
line  railroads.  With 
Itel's  size  and  prospects 
much  diminished.  Zell  has  hurt  his  stat- 
ure as  a  master  dealmaker — and  done 
nothing  for  his  bank  balance.  Shares  in 
Itel.  at  nearly  30  three  years  ago.  now 
trade  at  around  18.  Zell.  Itel's  chairman 
and  its  largest  shareholder  with  31'^c. 
would  not  comment. 
ABOUT-FACE.  At  the  least,  Zell's  hum- 
bling experience  at  Itel  may  have  taught 
him  some  tough  lessons  he  can  put  to 
use  at  Carter  Hawley  Hale  and  Revco. 
Chief  among  them:  the  need  to  stay  flex- 
ible. Rather  than  cling  to  his  dreams  of 
building  a  transportation  empire.  Zell 
wisely  stalled  selling  assets  before  it 
was  too  late.  His  about-face  proved  criti- 
cal for  investors.  "To  his  credit,  he  was 
able  to  get  out  from  the  situation  with- 


out equity-  or  bondholders  having  to 
take  a  hit,"  says  Brian  Carrico.  portfolio 
manager  of  Pilgrim  Group's  High  Yield 
Trust,  which  owns  S500.000  in  Itel  notes. 

Zell  took  control  of  Itel  in  1985.  after 
getting  a  board  seat  and  forcing  out  pre 
vious  management.  He  borrowed  heavily 
to  expand  Itel  into  a  S2.1  billion  operator 
of  a  half-dozen  businesses,  including 
railcar  and  container  leasing,  marine 
dredging,  and  cable  wu-ing  systems. 
Then  eventhing  began  to  come  unglued. 


FIRE  SALE  AT  ITEL 

MARCH,  1991  Itel  sells  3.8  million  shares 
in  American  President  Cos.,  losing  S22 
million.  Later,  it  persuades  an  outside 
group  to  buy  6.9%  of  Itel  at  $12.63  a 
shore,  o  loss  for  Itel  of  SI  2. 1  million 

JUNE,  1991  Itel  sells  Itel  Distribution  Sys- 
tems, a  warehouse  company,  for  S32  mil- 
lion. Itel  breaks  even  on  this  unit,  pieced 
together  over  three  yeors 

OCTOBER,  1991  Itel  unloads  its  15% 
stoke  in  Santa  fe  Pacific  for  $240  million, 
a  loss  of  obout  S30  million.  It  sells  Great 
Lakes  Dredge  &  Dock  for  $1  65  million  in 
cash,  losing  some  $20  million 

DATA  BW.  COMPANY  REPORTS 
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Not  only  was  Zell  caught  flat-foott 
when  leveraged  balance  sheets  fell  oi 
of  favor,  but  his  much-vaunted  ability  i 
spot  bargains  seemed  to  have  failed  hir 
The  trouble  began  in  1988,  when  Ze 
agreed  to  pay  S1.2  billion  in  cash  ar 
stock  for  Henley  Group  Inc.'s  leasin 
operations  and  its  ll^'  stake  in  railroa 
giant  Santa  Fe  Pacific  Corp.  Itel  ak 
acquired  Signal  Capital  Corp.,  a  S300  m 
lion  investment  portfolio.  Around  tl- 
same  time,  Zell  began  accumulating 
20'"^  stake  in  shipper  American  Presidei 
Cos.  From  the  day  he  took  the  heir 
Itel's  holdings  in  American  Presidei 
and  Santa  Fe  lost  money.  And  since  Si| 
nal's  investments  are  made  up  mainly  ( 
subordinated  junk  debt  in  small  compi 
nies.  Zell  has  been  unable  to  unloa 
most  of  those  holdings. 
WRONG  TIME.  His  biggest  "ulunder,  ho\ 
ever,  came  in  mid-1990.  That's  when  h 
agreed  to  buy  back  Henley's  38.5'^f  stak 
in  Itel  over  12  months  at  prices  rangin 
from  818  to  822  a  shar 
Zell  may  have  been  tr 
ing  to  prop  up  the  stO( 
price,  but  it  backfire 
Coupled  with  big  inte 
est  and  principal  pa; 
ments  due,  that  dej 
sent  the  stock  dowTi  t 
7%  in  late  1990.  "Th 
stock  buyback  was 
big  drain  on  cash  at  e; 
actly  the  wrong  time, 
notes  Carrico. 

Zell  bought  Itel  somft;.! 
breathing  room  in  earl 
1991  when  he  sold  11 
container-leasing  bus 
ness  for  S825  milllion, 
pretax  gain  of  8250  mi 
lion.  Still,  crimped 
the  recession  and  th 
need  to  dump  more  ai 
sets,  Zell  had  to  settli'jJ 
for  small  losses  or 
best  breaking  even  o 
other  divestitures.  Hj  - 
plans  to  do  still  more  whittling.  "I'i 
basically  turning  Itel  into  AnLxter,"  h 
told  BUSINESS  WEEK  early  this  year 

Now,  Zell  is  mo\ing  on  to  Revco  an 
Carter  Hawley  Hale.  He  and  partner  De 
\id  M.  Schulte  will  sit  on  both  boards 
says  Schulte,  a  fonner  Salomon  Brotl 
ers  investment  banker.  Executives  fror'' 
both  retailers  insist  that  they're  not  coi 
ceiTied  about  Zell  breaking  up  their  con 
panies  or  piling  on  debt.  "Sam  has  , 
genuine  long-term  interest  in  this  con, 
pany."  says  CHH  Chairman  Phil  Hawley 
Adds  Schulte:  "Sam  doesn't  tend  to  sej 
things."  Unless,  as  at  Itel,  he  leave 
himself  no  alternative. 

By  Lois  Therrien  in  Chicago-,  icit 
bureau  reports  i 
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AMERICA'S 
WORK  FORCE 

BANKRUPT? 


/  business  leaders  believe  the  answer  to  that 
tion  is  a  frightening  "Yes."  They  perceive  an 
nee  of  connmitnnent,  o  lock  of  maturity,  and  the 
lity  to  absorb  training  to  be  an  alarming  trend 
jch  of  today's  youth. 

)erception  isn't  necessarily  reality  Consider  the 
)le  who  have  served  in  the  Army. 

^rmy  enlists  quality  people. 

Wmy  believes  America's  youth  belong  in  school, 
ecruiters  ore  strong  advocates  for  good  study 
ts  and  high  school  completion.  We  believe  it 
off. 

'  98  percent  of  new  recruits  ore  high  school 
uotes.  Over  two  thirds  score  above  overage  on 
krmed  Forces  Qualification  Test,  a  stondordized 
ude  test. 

B  smart  new  soldiers  then  become  students  in 
lotion's  largest  technical  training  organization. 
18  major  technical  training  complexes,  the 
I  trains  young  adults  in  over  300  speciolities, 
y  that  involve  high-tech  equipment  and  stote- 
e-ort  technology  It  is  o  system  that  graduates 
100,000  men  and  women  each  year. 

iferroble  skills. 

'orchers  at  Ohio  State  University  found  that  50 
ent  of  the  people  recently  separated  from 
Army  had  transferred  the  occupationo 
acquired  in  the  military  to  their  civilian 
iloyment.  This  was  slightly  better  than 
rote  of  skill  transfer  by  graduates  of 
less  schools  and  vocational /technical 
?ges.  But  beyond  occupational  skills, 
ers  acquire  other  lifelong  qualities. 


As  o  matter  of  fact,  a  survey  of  hundreds  of  employ- 
ers, many  from  Fortune  500  componies,  clearly 
shows  that  they  value  the  attributes  soldiers  develop 
in  the  Army  and  will  hire  young  people  who  ore 
reliable,  disciplined  and  hove  responsible  attitudes 
toward  work. 

How  the  Army  Career  end  Alumni  Program 
helps  America. 

This  year  about  1 50, 000  men  and  women  will  leave 
the  Army.  As  they  return  to  civilian  life,  they  bring 
with  them  self-discipline,  motivation,  and  technical 
skills  America's  work  force  needs.  To  help  them  get 
a  head  start  on  their  civilian  careers,  the  Army  estab- 
lished the  Army  Career  and  Alumni  Program  (ACAP). 

At  ACAP  Centers  around  the  world,  the  Army  provides 
troining  in  job  seorch  skills  for  soldiers  and  their  fam- 
ilies. Besides  facilitating  their  entry  into  the  civilian 
world,  the  ACAP  program  prepares  soldiers  to  moke 
immediate  contributions  in  their  new  civilian  jobs. 

How  ACAP  con  help  your  business. 

While  ACAP  serves  the  needs  of  the  soldier  it's  olso 
Q  resource  for  employers  across  America.  Interested 
employers  may  enter  their  firms  into  the  Army 
Employer  Network  Data  Base  and  find  out  more 
about  ACAP  by  calling  1-800-445-2049. 

It  mokes  sense  to  support  Army  recruiting  and  Army 
Alumni.  The  Army  will  continue  to  recruit  and 
train  high-quality  young  men  and  women 
because  they  ore  the  key  to  mointoining 
America's  defense.  And  the  Army  will  con- 
tinue to  return  to  the  civilian  sector  copoble, 
mature,  highly-motivated  young  people, 
ready  to  Be  All  They  Con  Be  as  port  of 
America's  work  force. 


WHEN  WE  DECIDED  TO  RECYC 


On  March  3,  1991,  a  large  explosion  in  Detroit  signaled  the  end  of  the  old  Chrysler  assembly  i  ififlii 
on  Jefferson  Avenue.  A  mere  10  months  later,  a  brand  new  Chrysler  plant  opened.  And  it  has  f  wf 


one  thing  in  common  with  the  old  plant- the  address.  Our  new  Jefferson  North  facility  is  part 


ongoing  commitment  to  keep  jobs  in 
vehicles  on  the  roads  of  America. 


This  commitment  was  made  by 
a  completely  reinvented  Chrysler,  a 


Detroit,  and  Ama 


i  STARTED  WITH  DETROIT 

nny  that  believes  that  in  the  car  business,  you  either  lead,  follow  or  get  out  of  the  way.  That's 
we  invested  one  billion  dollars  to  make  this  one  of  the  world's  leading  "lean  production" 
ties,  where  people  with  an  average  of  26  years  of  production  experience  received  an  additional 
000  hours  of  training  to  build  the  new  1993  Jeep  Grand  Cherokee.  Environmentally,  it's  one 
e  cleanest  plants  in  the  world,  with  the  most  extensive  recycling  program  in  the  auto  industry, 
will  give  something  back  to  the  community  besides  jobs.  Which  is  only  right,  since  the  plant 

is  reusing  a  part  of  Detroit.      ADVANTAGE : CHRYSLER 

CHRYSLER      PLYMOUTH       DODGE       DODGEIRUCKS      JEEP.  EAGLE 
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THE  LUCIE  SHOW: 
SHAKING  UP  A  STODGY  IBM 


Multimedia  manager  Fjeldstad  typifies  Big  Blue's  fiery  new  breed 


As  a  kid  growing  up  on  a  cattle 
ranch  in  California's  Sierra  Neva- 
da, Lucie  J.  Fjeldstad  learned 
early  what  it  meant  to  get  your  hands 
dirty.  If  the  cows  needed  milking,  she 
would  grab  a  milking  stool  and  pail. 
Summer  vacations  found  her  on  the  seat 
of  a  tractor.  But  Fjeldstad  was  a  girl, 
after  all,  and  hard  work  could  never  win 
her  a  place  on  the  Little  League  baseball 
team.  Complain  as  she  might  to  the 
boys,  her  only  recourse  was  "sitting  on 
the  bench  and  pouting,"  she  recalls. 

These  days,  things  are  different.  After 
years  of  hard  work,  Fjeld- 
stad has  muscled  onto  one 
of  the  most  buttoned-down 
boy's  teams  in  America. 
One  of  only  three  women 
among  the  76  corporate  of- 
ficers at  IBM,  she's  in 
charge  of  about  1,000  em- 
ployees as  vice-president 
and  general  manager  of  its 
multimedia  business.  Her 
mission  is  to  figure  out 
how  Big  Blue  can  best  cap- 
italize on  technology  that 
melds  video,  sound,  and 
digital  information. 

It's  a  first-string  job,  but 
Fjeldstad  still  is  frustrat- 
ed. While  she  got  used  to 
battling  male  chauvinism 
long  ago,  she  has  found  a 
formidable  new  opponent: 
IBM's  hidebound  corporate 
culture.  Through  multime- 
dia, Fjeldstad  sees  the 
computer  business  rapidly 
converging  with  television, 
telecommunications,  and 
consumer  electronics  to 
create  a  golden  age  of 
computer-driven  entertain- 
ment and  education. 
Breaking  into  consumer 
markets  where  IBM  has  lit- 
tle experience  requires  a 
major  commitment,  and 
Big  Blue  seems  to  be  drag- 
ging its  feet.  "[Lack  of] 
imagination  is  our  worst 
problem,"  she  says  bluntly. 
That's  tough  talk  for  an 
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iBMer.  But  Fjeldstad,  48,  is  a  member  of 
a  new  generation  at  IBM — a  group  of 
fortysomething  managers  who  have  sud- 
denly found  themselves  with  more  au- 
thority since  Chairman  John  F.  Akers 
announced  his  big  restructuring  in  Janu- 
ary. Gone  is  a  cadre  of  older  top  execu- 
tives, including  former  head  of  IBM 
world  trade  C.  Michael  Armstrong,  who 
was  considered  Akers'  heir  apparent.  If 
anyone  is  to  smash  through  the  sluggish 
bureaucracy  that  has  bogged  down  Big 
Blue,  this  group  of  Young  Turks  is  it. 
Fjeldstad,  for  one,  can  draw  on  a  long 


;j(ia 
4 

■iSC 


FJELDSTAD'S  FORMULA  FOR  IBM 


To  stay  competitive,  Lucie  Fjeldstad  believes  that  IBM  must: 


■  Shake  up  IBM's  corporate  culture  by  bringing  in  more  executives 
from  outside  the  computer  industry 


Deliver  on  Chairman  John  Akers'  promise  to  make  some  business 
units  managed  independently  of  the  parent  corporation 


Offer  new  incentive  plans  that  grant  bonuses  to  employees  of  the 
business  units  that  post  strong  prpfits 


Completely  exit  the  businesses  unessential  to  IBM's  future 


Mi 


history  of  breaking  down  barriers.  Shjl 
enrolled  in  Santa  Clara  University  dm 
ing  the  first  year  the  school  went  co-ed 
"It  took  courage  to  come  to  a  previous! 
all-male  school,  especially  back  then, 
says  Paul  L.  Locatelli,  president  of  th 
university,  where  Fjeldstad  is  now  vict 
chairman  of  the  board  of  regents.  Sh 
credits  playing  women's  basketball  a 
Santa  Clara  with  teaching  her  a  lo 
about  competition  and  leadership, 
learned  passing  and  blocking  and  pushj 
ing  and  shoving,"  she  jokes. 
EARNING  STRIPES.  It  has  taken  all  of  th; 
and  more  to  rise  through  the  ranks 
IBM.  Fjeldstad  joined  the  company's  Sil; 
con  Valley  laboratory  in  1968  as  one  oj 
its  few  female  computer  programmer! 
She  married  an  IBM  marketing  executivi 
Bob  Fjeldstad,  and  the  couple  settled 
down  to  raise  his  son  by  a  former  marl 
riage.  By  1977,  however,  she  got  the  cal 
from  headquarters  and  moved  the  fam 
ily  to  Westchester  County,  N.  Y.  Bol 
took  early  retirement  last  year. 
Fjeldstad  rose  steadily  through  thi 
management  ranks,  and  b] 
1983,  she  became  the  firs 
woman  ever  to  head  up  ai 
IBM  development  laboratol, 
ry.  In  charge  of  900  engi, 
neers,    she   earned  hei| 
stripes  there  by  getting 
new  mainframe  out  or] 
time  and  improving  its 
quality.   That  led  to  Ej-  . 
tougher   assignment  ii^^ 
1986:  As  the  head  of  eightC'lj^ 
development  divisions,  shcl,.'i'jj 
cut  personnel  and  senioii.,  j 
mangement  by  25%,  whil«Ej,|,^^ 
reducing  the   amount  ol^.^jj^ 
time  it  took  to  get  thi 
products  out  the  door.  AI 
the  end  of  her  reign  there 
the  employees,  only  half- 
jokingly,   presented  hei 
with  a  sledgehammer.  i 
Her  aggressiveness  wor. 
her  the  vice-president  slots 
in  1988.  That  meant  not: 
only  a  cushy  corner  officej 
in  White  Plains  but  also  di  i 
rect  access  to  IBM's  top  de- 
cision-makers. Fjeldstad 
plays  down  that  she's  one 
of   the  highest-ranking 
women  in  the  company 
now  and  doesn't  believe  in 
using  her  position  as  a 
platform  to  criticize  IBM 
for  its  dearth  of  female 
leadership.  Hard  work,  she 
insists,  got  her  where  she: 
is.    "Maybe    there  just! 
aren't  other  women  who, 
are  ready  yet,"  she  says. 


PEOF 


lie  who  have  worked  for  Fjeldstad 
3r  high  marks  for  leadership  and 
s.  In  an  annual  Employee  Opinion 
of  senior  executives  last  year, 
)red  above  90%,  when  the  average 
i^as  about  60%.  "That  is  exception- 
;e  days,"  says  Larry  McKinney, 
sported  to  Fjeldstad  at  the  time 
ared  about  70%  on  the  same  sur- 
jspecially  because  there  is  much 
tisfaction  now  with  senior  execu- 
han  when  IBM  was  flourishing  in 
id-1980s."  McKinney  also  thinks 
ieldstad  is  in  the  right  position  to 
.  fresh  manage- 
ipproach.  "Multi- 
has  given  her  the 
portunity  to  chal- 
:he  system,"  Mc- 

■  says. 

).  Fjeldstad  dis- 
i  multimedia  by 
around  the  time 

■  big  promotion, 
icure  work  group 
IS  visiting  in  At- 
had  cobbled  to- 
•  a  multimedia 
and  she  became 
red  of  the  toch- 
.  "She  saw  that 
is  a  fundamental- 

■  way  for  people 
ract  with  comput- 
id  information," 
Corporate  Vice- 
int  James  E.  De- 
,  who  led  the  At- 
group  and 
ion  unit. 

Istad  suggested  to  IBM  President 
).  Kuehler  that  he  come  down  to 
i  to  see  the  stuff  in  action. 
!r  was  so  impressed  he  gave  her 
ahead  to  make  a  presentation  at  a 
g  of  IBM's  Management  Commit- 
lich  is  run  by  Akers.  Fjeldstad  put 
er  a  two-hour  multimedia  presen- 

complete  with  music,  video,  and 

computer  graphics.  The  top  brass 
Dwed.  "They  asked  me  to  turn  IBM 
multimedia  company,"  she  says, 
er  said  than  done,  especially  when 
es  to  pushing  IBM  into  markets 
d  on  Joe  Consumer.  The  promise 
timedia  is  in  merging  the  capabili- 

PCs,  TVS,  and  compact  disk  play- 
eldstad,  in  fact,  sees  the  personal 
ter  and  television  eventually  meld- 
0  one  machine.  With  your  remote 
I,  you  could  order  and  store  a  vast 
of  movies,  music,  and  periodicals, 
ouid  simply  watch  and  listen  or, 
IS,  mix  things  together  to  create 
lized  "info-tainment." 
lin  the  industry,  IBM  is  renowned 
reakthroughs  in  multimedia  re- 

and  development.  Educators  rave 
complex  systems  that  use  comput- 
ideo,  and  sound  to  bring  history 


^\  fter 

#*\  Fjeldstad 
gave  a  snazzy 
two-hour 
presentation  to 
the  top  brass, 
'they  asked  me 
to  turn  IBM  into 
a  multimedia 
company' 


now  heads  IBM's 


lessons  alive.  The  products,  however,  are 
way  too  pricey  for  the  consumer  market. 
As  rivals  Sony,  Philips,  and  AT&T  move 
aggressively  with  multimedia  products 
for  the  masses,  IBM  is  stuck  in  the  mud. 
"These  guys  are  coming  right  up  our 
tailpipe,"  says  Fjeldstad. 
HOLLYWOOD  SHUFFLE.  IBM's  problem  is 
manifold:  Having  focused  on  business 
customers  for  years,  it  lacks  other  retail 
channels,  is  a  high-cost  producer,  and 
has  few  entertainment  or  software  prod- 
ucts to  feed  its  machines.  Jumping  into 
consumer  markets,  Fjeldstad  thinks,  will 
require  an  entire  cul- 
ture change,  for  which 
she  has  plenty  of  pre- 
scriptions (table). 

In  the  meantime, 
she's  exploring  alliances 
with  several  unlikely 
partners — movie  stu- 
dios, electronics  mak- 
ers, and  publishing  com- 
panies. Fjeldstad  has 
been  spending  ample 
time  in  California  lately, 
trying  to  forge  partner- 
ships with  executives 
from  Disney,  MCA,  and 
Time  Warner.  She  also 
has  been  visiting  with 
such  Hollywood  power 
brokers  as  Michael 
Ovitz,  George  Lucas, 
and  Steven  Spielberg. 

While  little  yet  has 
come  of  such  talks,  IBM 
is  hammering  out  a  new  multimedia 
joint  venture  with  Apple  Computer  Inc. 
Called  Kaleida,  it  is  designed  to  come  up 
with  standardized  multimedia  software 
for  a  wide  range  of  computers  and  con- 
sumer electronics  gear.  Problem  is,  Ap- 
ple can't  teach  IBM  how  to  produce  low- 
cost  gadgets,  and  it  can't  provide  access 
to  entertainment  software.  The  reticence 
and  foot-dragging  at  headquarters  over 
noncomputer  industry  alliances  leaves 
the  door  open  to  such  companies  as 
Sony,  which  already  has  a  big  film  li- 
brary and  record  catalog  to  couple  with 
some  aggressively  priced  CD  players  that 
display  pictures  and  text. 

Fjeldstad  doesn't  like  to  criticize  IBM's 
top  brass  publicly.  But  she  suggests 
that  some  of  the  people  at  Big  Blue  just 
don't  get  it.  "You  can't  often  do 
things  in  a  new  way  with  the  same  peo- 
ple who  did  it  the  old  way,"  she  says. 
"We  need  people  willing  to  marry  the 
left  brain  with  the  right  brain."  Chal- 
lenging the  IBM  establishment  is  typical 
of  Fjeldstad,  says  education  chief  Dezell. 
"Those  pushing  the  edge  are  always 
frustrated,"  he  says  "But  any  organiza- 
tion that  doesn't  have  a  Lucie  is  in 
trouble." 

By  Evan  I.  Schwartz  in  White  Plai7)s, 

N.  Y. 


1  Exxon 

2 

General  Motors 

3 

Mobil 

4 

Ford  Motor 

5 

'IBM 

6 

Texaco 

7 

E  1  du  Pont 

8                  Standard  Oil  (Ind  ) 

9 

Standard  Oil  of  Cal 

10 

General  Electric 

11                                Gulf  Oil 

12 

Atlantic  Richfield 

13 

Shell  Oil 

14 

Occidental  Petroleuni 

15 

U  S  Steel 

16 

Phillips  Petroleum 
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27 
miUion 
Americans 
cant  read. 
And  guess 
who  pays 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  connpany  can 
fight  back... by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


0 

cialition  for  Literacy 


Gome 
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AFTER  STEWART  PONTIAC  IN  WEST  PALM  BEACH,  FLA.,  SLAPPED  FIRM  PRICES  ON  1992  MODELS,  SA,. 


DESPITE  A  DROP  IN  ADVERTISIll 


WHAT'S  THIS 

—CAR  DEALERS  WITH  SOULS? 


Forget  the  hard  sell.  Auto  makers  want  satisfied  customers,  and  customers  want  to  quit  haggling 


Two  years  ago,  Dan  Rossniiller's 
car-shopping  went  awry.  First  he 
test-drove  a  Laser  at  a  Plymouth 
dealer  in  Madison,  Wis.,  then  a  salesman 
showed  him  to  a  small,  windowless  of- 
fice. After  15  minutes  of  haggling,  the 
manager  walked  in  to  step  up  the  pres- 
sure. "It  was  the  whole  good-cop,  bad- 
cop  thing,"  says  an  annoyed  Rossmiller, 
who  left  without  buying. 

But  last  fall,  Rossmiller  tried  again — 
and  had  a  pleasant  surprise  at  a  local 
Saturn  dealer.  The  salesman  showed  him 
an  SL2  sedan  and — wonder  of  won- 
ders— encouraged  him  to  comparison- 
shop.  And  when  Rossmiller  decided  to 
buy,  there  was  no  haggling  in  an  airless 
cell.  In  fact,  there  was  no  haggling  at 
all.  Rossmiller  simply  plunked  down  the 
sticker  price  of  $14,200  and  walked  out 
satisfied.  "I  felt  real  good  knowing 
somebody  else  wasn't  going  to  walk  in 
and  get  the  same  car  for  $1,000  less." 
Car  shoppers  have  long  dreaded  the 


hard-sell  tactics  practiced  in  many  auto 
showrooms  (table).  But  with  few  alterna- 
tives open  to  consumers,  dealers  felt  lit- 
tle pressure  to  change.  Now,  though,  the 
success  of  customer-friendly  brands, 
such  as  Toyota's  Lexus  on  the  high  end 
and  Saturn  at  the  entry  level,  is  fueling 
a  reform  movement  in  car  retailing.  Car- 
makers from  Hyundai  Motor  America  to 
Ford  Motor  Co.  are  constructing  ways  to 
simplify  pricing  and  reward  salespeople 
for  actually  satisfying  customers. 
'MOROCCAN  BAZAAR.'  Of  course,  it's 
hardly  time  to  nominate  dealers  for  col- 
lective sainthood.  But  the  need  to  woo 
customers  is  more  compelling  than  ever. 
In  the  U.  S.,  more  than  600  different  car 
models  jostle  one  another  for  buyers. 
Auto  companies  are  desperate  to  stand 
out  in  this  mob,  and  better  dealers  could 
be  the  way.  "We  cannot  continue  to 
treat  the  customer  the  way  we  have  for 
the  past  20  years  and  be  successful," 
says  Richard  E.  Strauss,  president  of 


the  National  Automobile  Dealers  Asi 

One  simple  improvement  is  to  e 
haggling,  which  can  leave  customers  £ 
gry  and  bewildered.  Among  Saturn  de 
ers,  negotiating  is  largely  out,  thanks 
a  policy  of  sticking  with  suggested  ret 
prices  that  still  leave  a  $1,200  profit  p 
car  for  dealers.  In  Saturn  showroon 
options  are  packaged  together  into  a  ft 
simple  choices.  The  intent  is  to  "avc 
the  Moroccan  bazaar  atmosphere" 
traditional  car-buying,  says  Donald  % 
Hudler,  Saturn's  vice-president  for  sal 
service,  and  marketing.  Last  year,  Si 
urn  sold  more  cars  per  dealer  than  ai 
other  nameplate,  the  first  time  sin 
1976  that  an  American  brand  topped  i 
models. 

Saturn  isn't  alone.  Three  years  ag,, 
Ford  tried  out  a  one-price  strategy  f 
Fiestas  in  Italy.  This  tactic,  says  For 
helped  boost  Ford's  market  share  the: 
eight  points,  to  12%.  So  last  fall,  Foi; 
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he  same  program  with  Escort  in  a 
,  S.  markets,  nudging  its  share  up 
y/c  to  3.3%.  Now,  Ford  is  going 
il  with  the  plan,  which  offers  a 
;ted  price  of  $10,899  on  four  Es- 
odels  with  such  popular  options  as 
radio  and  air-conditioning.  Ford  is 
aging  dealers  to  stick  to  that 
though  some  still  are  horse-trad- 
ncedes  Alexander  J.  Trotman,  ex- 
(  vice-president  of  Ford's  North 
;an  auto  operations.  The  program, 
;essful,  could  expand  to  other 

e  individual  dealers  aren't 
r  for  Detroit.  J.  D.  Power  & 
ates  reckons  that  there  are 
than  30  dealers  trying  some 
on  on  the  fixed-price,  no-hag- 
les  approach.  One  is  Earl  D. 
•t,  a  Pontiac  dealer  in  West 
Jeach,  Fla.,  who  last  December 
1  he  had  had  enough  of  the  old 
Says  Stewart:  "We've  operat- 
the  edge  of  credibility  for  a 
me." 

i^art  ditched  his  commis- 
sales  staff,  hired  salaried 
akers,  and  slapped  low,  nonnego- 
prices  on  every  car  on  the  lot. 
•t  also  has  his  trade-ins  auctioned 
they  fetch  more  than  he  offered, 
itomer  gets  a  check  for  the  differ- 
)0  far,  the  response  is  good:  Sales 
from  30  cars  a  month  to  about  90 
uary  and  February.  Stewart  ex- 
to  sell  about  110  cars  in  March, 
though  he  has  cut  advertising 
ng  by  85%. 

ers  are  applying  nice  touches  to 
!,  too.  Jack  A.  Terhar  Jr.,  owner  of 
rhar  Ford  in  suburban  Denver, 
1  beeper  to  service  customers,  so 
nics  can  be  sure  to  reach  them 
the  day  with  estimates  or  ques- 
Customers  also  get  follow-up  calls 
lys  after  the  repairs. 
IVE  PAY.  Getting  most  auto  deal- 
treat  customers  well  will  take 
structural  changes,  though.  Until, 
ly,  only  sales  and  service  manag- 
dealerships  received  any  special- 
aining.  The  salespeople  learned  to 
for  commissions  on  the  job,  where 
lon't  stay  for  long:  The  average 
I  turnover  for  car  sales  forces  is 
50%. 

some  companies,  such  as  Volks- 
,,  have  been  testing  programs  to 
1  out  commission  payments  over 
1  years  to  keep  salespeople  in  one 
Others,  such  as  Infiniti  and  Hyun- 
ly  dealers  extra  according  to  how 
ank  on  customer-satisfaction  sur- 
knd  almost  every  major  auto  mak- 
picking  up  the  tab  for  at  least  a 
1  of  training  programs  for  dealer 
inel. 

new  companies,  such  as  Saturn, 
,  and  Infiniti,  everyone  from  the 


THE  TACTICS  DETROIT 
WANTS  TO  PUMP 

SELLING  THE  PAYMENTS 

Focusing  discussions  on  the  monthly 
payments  to  divert  the  shopper's  at- 
tention from  the  total  price  of  the  cor 

THE  SLAM  DUNK 

Negotiating  a  price  that  earns  a  huge 
profit  on  a  sale  to  an  un- 
sophisticated and 
unsuspecting  buyer 


THE  HEAVY 
TURNOVER 
SYSTEM 

The  highest  in  high- 
pressure  tactics.  Shop- 
per is  shown  into  a  small, 
Vi'indowless  "sweatroom" 
where  a  succession  of 
salespeople  wear  down 
his  or  her  resistance 


4-  LOW-BALUNG 

A  comparison  shopper  is  quoted  on 
absurdly  low  price.  After  finding  only 
higher  prices  elsewhere,  the  buyer  re- 
turns to  find  sales  manager  won't 
approve  the  quoted  price.  Sales- 
person then  negotiates  a  higher  price 

THE  HULL-DOBBS  TECHNIQUE 

Named  after  two  salesmen  reputed  to 
shine  at  this  tactic.  Basic  goal:  Make 
the  shopper  feel  trapped  until  a  sale 
is  closed  by  holding  on  to  a  big 
deposit,  or  obtaining  and 
refusing  to  return  the 
keys  to  the 
customer's 
present  car 

STEALING 
THE  TRADE-IN 

Offering  an  extremely  low  price  on  the 
new  car,  but  buying  the  customer's  old 
car  for  a  ridiculously  low  price.  The 
trade-in  then  yields  a  big  profit 

THE  PUPPY  DOG 

Let  customer  take  car  home  thinking 
the  deal  is  closed  except  for  minor 
details.  Customer,  already  attached  to 
car,  returns  next 
day  to  find  the 
"details"  may 
include  a  jump 
in  interest  costs 


owner  down  to  cashiers  and  reception- 
ists attends  customer-service  school.  In- 
finiti customers  receive  a  business  card 
from  each  staffer  they  meet.  Follow-up 
surveys  pinpoint  workers  who  need 
more  training. 

It's  a  more  daunting  task  to  reeducate 
established  dealerships  steeped  in  years 
of  traditional  sales  techniques.  This 
spring,  Chrysler  Corp.  is  kicking  off  a 
$25  million  program  to  educate  100,000 
employees  at  the  5,000  dealers  nation- 
wide selling  its  brands.  The  training 
could  be  crucial  to  the  success  of  Chrys- 
ler's new  midsize  sedans  due  in  the  fall, 
the  Dodge  Intrepid,  Eagle  Vision,  and 
Chrysler  Concorde.  The  cars  are  aimed 
at  buyers  who  are  more  likely  than 
Chrysler's  traditional  customer  to  buy 
imports.  "We're  going  to  see  a  new  cus- 
tomer coming  into  the  showroom,"  says 
Thomas  C.  McAlear,  Chrysler's  head  of 
sales  development. 

'MYSTERY  SHOPPERS.'  Much  of  Chrys- 
ler's program  sounds  like  good  old  com- 
mon sense.  It  will  include  tips  from 
Chrysler's  research  showing  that  cus- 
tomers particularly  resent  gouging  tac- 
tics such  as  sudden  jumps  in  finance 
charges  and  mandatory  service  con- 
tracts. And  it  will  teach  new  skills — such 
as  selling  to  women  as  sentient  adults. 
All  too  often  now,  "the  salesman  will 
say,  'Honey,  get  your  husband,  and  we'll 
talk  turkey,'  "  says  Theodore  Cunning- 
ham, executive  vice-president  for  sales 
and  marketing.  After  the  program, 
Chrysler  will  send  "mystery  shoppers" 
to  dealers  to  see  how  well  the  lessons 
have  been  learned. 

Ford  also  is  imposing  new  perfor- 
mance standards  and  training  programs 
on  its  7,000  dealers.  It  has  just  started 
telling  dealers  about  the  program,  which 
will  spell  out  everything  from  how 
many  times  a  phone  may  ring 
before  it's  answered  to  how 
^,  salespeople  should  treat  custom- 
ers. And  the  N.A.D.A.  has  launched 
its  first  certification  course  for 
salespeople  "to  put  ethics  back  into  our 
business,"  says  William  A.  Wolf,  a  Chev- 
rolet dealer  from  Belvidere,  111.,  who 
helped  design  the  course. 

This  flurry  of  training  won't  trans- 
form the  car-buying  experience  over- 
night. Dealers  have  often  clashed  with 
Detroit  over  the  direction  of  car  retail- 
ing, and  many  deeply  resent  what  they 
decry  as  carmakers'  efforts  to  interfere 
with  their  business.  "We  know  better 
than  they  do,"  says  Ron  B.  Tonkin,  own- 
er of  10  dealerships  in  Oregon.  "We 
want  to  be  in  control  of  marketing 
the  product."  But  at  least  the  de- 
bate between  Detroit  and  the 
dealers  is  showing  service  in  the 
showroom  for  what  it  is:  a  crucial 
battleground  for  customers. 
By  Darid  Woodruff  In  Detroit 
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:  color  display  in  a 
puter.  Ever. 


'A 


In  its  review  of  our  UitraLite"'  SL/25C 
notebook,  PC  Magazine  said,  "NEC 
is  about  to  make  the  future  of  porta- 
ble computing  a  whole  lot  brighter!' 
We  couldn't  agree  more. 

The  best  color  display 
in  a  notebook.  Ever. 

The  fact  is,  NEC  is  the  first  to  offer 
an  active-matrix  TFT  color  screen 
in  a  notebook,  and  yet,  in  the 
words  of  PC  Magazine,  "its 
price  tag  rivals  lower-qual 
passive-matrix  offerings' 
What's  the  difference 
between  active-matrix 
and  passive-matrix 
color  screens?  One 
looks  vivid,  sharp  and  bright,  like 
your  desktop  monitor.  The  other 
doesn't.  One  can  be  viewed  from 
wide  angles.  The  other  can't.  One 
is  cleariy  the  future  of  notebook 
computing.  The  other  isn't. 

The  best  processing 
technology  in  a  notebook.  Ever. 

To  quote  PC  Magazine  once  more, 
our  SL/25C  "has  more  going  for  it 
than  just  spectacular  color.  It's  also 
one  of  the  first  notebooks  to  use 
Intel's  new  25-MHz  386SL  chip  set!' 

The  new  chip  provides  all  the  pro- 
cessing punch  of  a  386  desktop  PC. 
Offers  intelligent  power  management 
for  longer  battery  life.  And  runs  even 
the  most  complex  applications  at 


blazing  speed.  The  7.5  lb.  SL/25C 
comes  standard  with  2MB  of  RAM 
(expandable  to  10MB),  an  80MB 
hard  disk,  internal  floppy  and  64KB 
cache.  As  well  as^MS-DOS'  5.0  and 
Windows'"  3.0,  loaded 

and  ready ^^^^^^  to  run. 


film  transistor)  aispiay 
cans  that  for  each  pixel 
the  screen,  there  is  a  tin 
transistor  In  the  case  of  tne 

SL/25C.  that  adds  up 
to  over  900.000  transistors 
covering  the  entire  screen, 

forming  the  image. 
With  each  pixel  controlled 
by  its  own  transistor 
the  image  is  always  in  sharp 
focus,  and  far  brighter 
than  other  screen  designs 
permit.  NEC  has  long  been 
a  worM leader  in  display 
technology.  And  the  SL/25C 
is  one  example  of  this. 


It  does  everything 
a  powerful  desktop  does. 
Except  chain  you  to  a  desk. 

There's  a  serial  port,  SuperVGA 
CRT  port,  PS/2'  mouse  port  and 
optional  internal  modem.  An 
enhanced  parallel  pori  allowing 
improved  throughput  for  network 
connections.  And  an  optional  full- 


function,  portable  Docking  Station'" 
unit— with  two  expansion  slots 
and  a  3.5"  drive  bay— that  not  only 
turns  the  SL/25C  into  a  desktop  you 
can  take  anywhere,  it  also  gives  you 
other  options,  like  fully  integrating 
sound  and  image  to  create  your  very 
own  portable  multimedia  platform. 

A  powerful  argument 
for  color,  right  here  in 
black  and  white. 

It  also  has  a  brilliant  VGA 
isplay.  A  palette  of  over  225,000 
colors.  A  fast  screen  refresh 
rate  (so  you  never  lose  your 
cursor).  And  a  "simul- 
taneous  video" 
feature— so  the  image  you  see  on 
your  screen  can  also  be  viewed  on 
an  external  video  device,  like  a 
big-screen  projector.  All  of 
which  makes  one  thing 
perfectly  clear: 
the  SL/25C  is  truly 
the  ultimate  preser 
tat  ion  tool. 

Call  today.  _ 

For  more  details,  call 
1-800-NEC-INFO.  Or  call  NEC 
FastFacts  at  1-800-366-0476, 
#ULSL25C  (8575252).  In  Canada, 
call  1-800-343-4418. 

We'll  give  you  enough  infonnation 
about  the  SL/25C  to  make  you  not 
want  to  be  without  it.  Ever. 


ind  Communications 


Because  ■  is  the  way  you  want  to  go. 


NEC 


INDUSTRIAL 
POLICY 

CALL  IT  WHAT  YOU  WILL,  THE  HATIOH  HEEDS  A  PLAH  TO  HURTURE  GROWTH 


R: 


lecessions  end.  And  coi-porate  ex- 
ecutives and  consumers  alike  are 
finding  reasons  for  cheer  in  the 
latest  upbeat  economic  numbers.  Yet 
even  as  recoven'  begins  to  take  hold,  it's 
hard  to  shake  a  deep-rooted  worry:  that 
the  American  economy  has  lost  its  edge. 

Whatever  the  causes,  and  there  are 
many,  the  economy  has  turned  in  a  dis- 
mal productivity  performance  for  two 
decades.  Consider  this:  Since  1973,  out- 
put per  worker  has  risen  at  only  a  0.8'"c 
annual  rate,  compared  with  a  2.5'  -  rate 


over  the  previous  Zo 
years.  Had  productivity" 
kept  up  with  its  earlier 
pace,  today's  median 
familv  income  would  be 
S47.060  instead  of  its 
current  S35.000.  At  the 
same  time,  other  indus- 
trial nations  have  been 
enjoying  rapidly  im- 
proving living  stan- 
dards. And  these  coun- 
tries, especially  Japan, 
have  been  laying  the 
groundwork  for  even 
better  times  ahead  by 
investing  heavily  in 
future  productivity 
growth  (chart,  page  72). 

Stagnant  incomes  and 
low  productivity  growth 
have  dogged  the  U.  S. 
economy  for  years.  What's  new  is  the 
waning  of  the  cold  war  and  the  prospect 
of  wholesale  defense  cutbacks,  a  combi- 
nation which  will  knock  a  powerful  prop 
out  from  under  America's  industrial 
base.  But  freed-up  resources  also  offer  a 
historic  opportunity  to  get  the  economy 
back  on  a  fast-growth  path.  That  is  why 
the  cold  war's  end  raises  anew  one  of 
the  most  contentious  questions  in  recent 
political  history:  Should  the  U.  S.  have 
an  industrial  policy  to  nurture  and  pro- 
mote technologj-  and  industrj""? 

The  answer  is  "Yes."  If  the  words 
"industrial  policy"  set  off  alarm  bells. 


THE  BIGGEST  COUNTRIES 
OR  THOSE  BLESSED  WITH 
RAW  RESOURCES  AND 
CAPITAL  NO  LONGER 
HAVE  THE  EDGE.  NOW, 
KNOWLEDGE  IS  KING 


call  it  a  technology"  policy,  a  competitive- 
ness program,  or  a  growth  agenda. 
Whatever  the  label,  the  U.  S.  needs  an 
economic  vision  geared  toward  the  glob- 
al economy  of  the  1990s.  Competitive  ad- 
vantage no  longer  belongs  to  the  big- 
gest or  those  blessed  with  abundant 
natural  resources  or  the  most  capital.  In 
the  global  economy,  knowledge  is  king. 
And  those  nations  that  excel  at  creating 
new"  knowledge  and  transforming  it  into 
new  technologies  and  products  will  pros- 
per in  yeai-s  to  come. 

Government  can  be- 
come a  key  player  in 
the  knowledge  econo- 
my. It  should  boost  re- 
search spending  across 
a  wide  range  of  technol- 
ogies and  offer  hefty  fi- 
nancial support  to  the 
next  generation  of  sci- 
entists and  engineers. 
The  U.  S.  needs  tax 
laws  that  make  it  a  lot 
cheaper  for  the  private 
sector  to  invest  in  re- 
search, development, 
and  new  equipment. 
Smaller  companies 
should  get  technical  as- 
sistance to  learn  the  lat- 
est manufacturing  tech- 
niques. The  government 
can  enhance  producti\i- 


ty  by  building  up  the  infrastructure,  es- 
pecially by  encouraging  the  development 
of  high-speed  communications  netw"orks. 
And  trade  policy  can  focus  on  opening 
up  foreign  markets  while  resisting  pro- 
tectionism at  home. 

PAST  GLORY.  To  some.  adopting  an  in- 
dustrial policy  would  be  a  colossal  mis- 
take. "We  don't  have  any  confidence  in 
government  policy  that  reallocates  re- 
sources from  one  sector  to  another." 
says  Da\id  M.  Mcintosh,  executive  direc- 
tor of  Vice-President  Dan  Quayle's 
Council  on  Competitiveness. 
But  this  growth  policy  has  deep  roots 


in  U.  S.  history.  In  the  19th  centuiy.  il 
federal  government  backed  the  develo 
ment  of  a  transcontinental  railroad  1 
ceding  huge  tracts  of  land  to  get  the  j( 
done.  Tlie  government  also  spon^(>red 
netw"ork  of  univereities,  extensiu;".  st 
\ices,  and  research  to  help  U.  S.  fanne 
successfully  reap  the  riches  of  a  ft-rt 
land.  And  in  this  centuiy,  governme 
funds  nurtured  such  infant  industries 
airlines  and  electronics.  Even  the 
gan  Administration  pui-sued  an  ad 
industrial  policy,  shoveling  huge 
breaks  at  the  real  estate  industry- 
laying  the  groundwork  for  such  hi 
tech  industries  as  biotechnology 
funding  basic  research. 

A  know"ledge-based  growth  poli 
doesn't  call  on  government  to  pick  w; 
ning  and  losing  industries.  Nor  does 
create  ponderous  bureaucracies  or  sh 
ter  stumbling  companies  from  tough  f( 
eign  rivals.  And  while  the  govemmf 
may  sow"  a  lot  of  seed  com,  it  will  be 
to  the  private  sector  to  risk  its  ow  n  m( 
ey  to  develop  commercially  valua 
ideas.  It's  the  market  that  picks  the  w 
ners  and  losers,  not  government. 

This  kind  of  policy  builds  on  the  c 
nerstone  of  American  economic  grow^ 
indi\idual  achievement.  U.  S.  science  a 
technology"  have  been  propelled  by  t 
immigrant,  the  entrepreneur,  the  mav 
ick  thinker  unwilling  to  w"ait  for  a  a 
sensus  or  committee  assignment.  E 
superachievei"s  do  not  stand  alone.  Th 
can  be  successful  only  if  the  U .  S.  bac 
their  research  and  ideas,  as  it  did  in  t 
decade  after  World  War  II,  "The  hi 
contribution  government  can  make  is 
support  institutions  which  help  suppc 
the  creation  of  ideas."  says  Paul  Foimv 
a  leading  theoretician  of  eccnon 
growth  at  the  Univereity  of  California 
Berkeley.  "There  is  a  collective  stake 
the  production  of  ideas." 

Here  are  the  elements  of  a  knowled^ 
based  gi-owth  policy: 

■  Spurring     culting-edge  technele 

America's  high-tech  industries,  such 
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biotechnology,  computers, 
and  chemicals,  are  among 
the  best  in  the  world.  Last 
year,  the  U.  S.  ran  a  $37  bil- 
lion trade  surplus  in  ad- 
vanced-technology goods, 
even  as  the  rest  of  the  man- 
ufacturing sector  suffered 
a  $105  billion  deficit.  Better 
yet,  high  tech  pays  well.  For 
example,  in  1989,  average 
annual  compensation  in 
high-tech  industries  was 
227f'  higher  than  the  aver- 
age for  all  manufactur- 
ing, calculates  Laura  D'An- 
drea  Tyson  in  her  forthcom- 
ing book,  Who's  Bashing 
Whom:  Trade  Conflict  in  High-Tech- 
nology Industries. 

But  there  are  worrying  signs.  If  you 
take  away  aerospace,  the  high-tech  trade 
surplus  fell  by  117<'  from  1990  to  1991 
(chart).  More  troubling  still,  the  U.  S. 
has  been  spending  only  1.9%  of  gross 
domestic  product  on  nondefense  R&D, 
both  public  and  private,  compared  with 
3'a  for  Japan. 

America's  technological  edge  is  melt- 
ing away  as  other  nations  invest  heavily 
in  science  and  engineering.  The  competi- 
tion for  new  ideas,  products,  and  mar- 
kets has  never  been  more  intense  or  im- 
portant. "The  growth  in  jobs  and  the 
standard  of  living  tend  to  be  governed 
by  industries  that  have  relatively  high 
rates  of  research,  development,  and  capi- 
tal investment,"  says  Jerry  R.  Junkins, 
chief  executive  of  Texas  Instruments 
Inc.  Adds  John  A.  Young,  chief  execu- 
tive of  Hewlett-Packard  Co.:  To  boost 
technology,  "what  we  need  is  something 
like  a  Desert  Storm." 

Technological  breakthroughs  are  what 
really  spur  growth.  Without  major  ad- 
vances, even  doubling  net  investment  in 
plant  and  equipment  raises  the  growth 
rate  of  real  income  by  less  than  half  a 
percentage  point  a  year,  according  to 
most  estimates.  But  throw  in  a  jet  tur- 
bine, a  spliced  gene,  or  a  touchstone 
software  program,  and  suddenly  new 
markets,  jobs,  and  opportunities  open 
up.  "In  the  long  run,  it's  clear  that  it's 
ideas  that  drive  growth,"  says  Romer. 

The  payoff  from  boosting  civilian  R&D 
could  be  huge.  Economic  studies  sug- 
gest the  rate  of  return  on  R&D  spending 
runs  as  high  as  50%  a  year,  if  you  in- 
clude indirect  benefits  to  the  economy. 
For  example,  Xerox  Corp.  made  little 
money  from  the  pioneering  computer 
work  done  at  its  Palo  Alto  Research 
Center  in  the  1970s.  But  out  of  that  divi- 
sion came  an  entire  generation  of  "user- 
friendly"  computer  technologies  that 
made  millions  for  Apple  Computer  Inc. 
and  others. 


WHY 
THE  U.S. 
HEEDS  A 
POIICY  FOR 
GROWTH 


DATA;  6LS,  OECD,  NSF,  COMPETITIVENESS  POLICY  COUNCIL, 
COMMERCE  DEFT,  DRI/MtGRAW-HILL,  BW 


PRODUCTIVITY 
IS  LAGGIHG... 


...THE  R&D  GA 
IS  WIDEHIHG. 


0  0.5  1.0  1 
►  PERCENT 


The  Bush  Administration  is  beginning 
to  recognize  the  economic  importance  of 
new  technologies.  Its  1993  budget  pro- 
poses increasing  nondefense  R&D  spend- 
ing by  7%,  to  just  over  $30  billion.  The 
Administration  is  also  pushing  national 
weapons  laboratories,  such  as  Los  Ala- 
mos and  Lawrence  Livermore,  to  focus 
more  on  commercially  relevant  research. 
But  the  funding  increases  are  modest, 
and  companies  haven't  yet  been  able  to 
generate  many  commercially  viable 
products  based  on  technologies  devel- 
oped at  the  national  labs.  And  a 
BUSINESS  WEEK/Harris  Poll  shows  that 
the  American  public  strongly  supports 
redirecting  military  research  money  into 
civilian  R&D  (page  76). 

That's  why  Congress  and  the  Adminis- 
tration should  give  a  big  funding  boost 
to  the  National  Science  Foundation,  the 
National  Institutes  of  Health 
(NIH),  and  similiar  sci-tech 
outfits.  The  additional  funds 
should  be  spread  over  lots  of 
different  ideas  at  the  ex- 
pense of  such  current  big 
science  projects  as  the  $40 
billion-plus  space  station. 
The  policy  would  rely  on  the 
well-established  decentral- 
ized decision-making  system 
of  the  scientific  community, 
one  of  peer  review.  And  be- 
cause these  agencies  fund 
science  in  academia,  any  in- 
creases would  feed  more 
money  into  America's  top  re- 
search universities.  In  this 
way,  the  government  diversi- 
fies its  spending  across  a  va- 
riety of  technologies,  like 
putting  together  a  growth 
stock  portfolio. 

The  NIH  is  a  good  model. 
The  research  it  supports  has 
brought  an  explosion  of 
knowledge  about  biology 
and  disease,  spawning  pow- 
erful drugs  and  an  entirely 


new  industry,  biotechnology.  Yet  mof 
of  the  spin-offs  of  this  taxpayer-funde 
science  were  unforeseen.  "Every  singi 
thing  in  biotechnology  can  be  traced 
back  to  basic  research  that  didn't  ha\^ 
any  applications  at  the  time,"  explai 
molecular  biologist  Russell  F.  Doolittt 
of  the  University  of  California  at  Sa  ! 
Diego.  That's  why  Doolittle  firmly  bt;-^ 
lieves  that  the  government  must  kee 
stoking  the  fires  of  invention.  "If  w 
don't,  we  won't  have  anything  new  2 
years  from  now,"  he  warns.  "We  hav 
to  keep  putting  coal  in  the  furnace.' 

■  Diffusing  new  technology.   More  R& 
spending  is  but  the  first  step  in 
growth  strategy.  The  government  mu: 
also  speed  diffusion  of  technical  knoW 
edge  and  new  manufacturing  ted-! 
niques,  especially  to  the  nation's  smalk;  !i 
manufacturers.  Some  are  among  tl; 
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;  technologically  advanced  compa- 
in  the  world.  But  far  too  many  of 
ioO.OOO  small  manufacturing  compa- 
lag  behind.  To  some  experts,  outdat- 
fianufacturing  practices  are  perva- 
and  account  for  about  "85%  of  the 
lems  of  An  erican  firms,"  says 
les  F.  Sabel,  a  political  scientist  at 
;achusetts  Institute  of  Technology. 

help  small  companies,  23  state  gov- 
lents  are  spending  a  total  of  $50 
m  a  year  supporting  27  technology 
ision  centers.  The  federal  govern- 
:  is  pitching  in  with  several  million 
!.  That  pales,  however,  next  to  the 

million  that  Japan  spends  backing 
technology  extension  centers  across 
country,  according  to  the  federal 
rnment's  Office  of  Technology  As- 
nent  (OT.A.). 
do  more,  the  U.  S.  needn't  look 


overseas  for  guidance.  History  offers  an 
incredibly  successful  example:  the  agri- 
cultural extension  service.  The  federal 
government  upped  its  support  of  farm- 
ing with  the  1862  Morrill  Land  Grant 
College  Act.  Almost  half  a  century  of 
increasing  support  led  to  the  creation  of 
the  cooperative  extension  service  in 
1914.  At  that  time,  the  U.S.  trailed 
Europe  in  farming  techniques.  But  a 
generation  later,  these  investments  paid 
off  in  enormous  gains  in  agricultural 
productivity. 

A  few  of  the  state  industrial  extension 
services  are  showing  results.  Georgia  In- 
stitute of  Technology,  for  example,  has 
helped  almost  3,000  companies  over  the 
past  five  years  solve  manufacturing-pro- 
cess problems.  "We're  trying  to  modern- 
ize Georgia  manufacturing,"  says  David 
H.  Swanson,  director  of  the  Economic 


Development  Laboratory  at 
Georgia  Tech.  Pennsylva- 
nia's industrial  research  cen- 
ters have  been  successfully 
honing  the  technical  skills  of 
its  many  Rust  Belt  manu- 
facturers (page  75). 

But  the  state  programs 
need  more  federal  support 
to  expand.  The  OTA  esti- 
mates it  would  cost  up  to 
$480  million  a  year  to  run 
industrial  extension  services 
similiar  to  Georgia's  in  all 
states.  By  contrast,  the  agri- 
cultural extension  program 
now  costs  about  $1.2  billion. 
Such  extension  programs 
are  the  logical  place  for  helping  manu- 
facturers upgrade  the  skills  of  workers 
and  for  offering  smaller  companies  low- 
cost  loans  for  new  equipment. 

The  federal  government  is  also  a 
splendid  bully  pulpit.  For  example,  the 
Commerce  Dept.'s  Malcolm  Baldrige  Na- 
tional Quality  Award,  which  was  set  up 
in  1988,  has  been  extraordinarily  suc- 
cessful in  spreading  the  quality-manage- 
ment revolution.  Whenever  possible,  the 
government  should  "press  and  prod  in- 
dustry to  move  to  a  higher  plane,"  says 
Michael  Porter,  a  professor  of  business 
administration  at  Harvard  business 
school. 

■  Creating  a  new  infrastructure.  Take  a 
drive  around  New  York  or  Los  Angeles, 
and  it  won't  come  as  any  surprise  that 
the  U.  S.  has  neglected  its  infrastruc- 
ture. Public  infrastructure  spending  is 
down  from  2.37"  of  gross  domestic  prod- 
uct two  decades  ago  to  1.3%  in  the  1980s. 
The  cost  isn't  just  in  lost  tempers  and 
missed  appointments.  It  affects  the  bot- 
tom line.  According  to  estimates  by  Da- 
vid A.  Aschauer,  an  economist  at  Bates 
College  in  Maine,  approximately  50%  of 
the  falloff  in  productivity  growth — from 
an  average  of  2.8%  a  year  from  1953  to 
1969  down  to  1.4%  from  1970  to  1988— 
can  be  blamed  on  a  lower  rate  of  public 
investment. 

Clearly,  government  needs  to  refur- 
bish decaying  roads,  harbors,  and 
bridges.  But  in  the  1990s,  building  up  a 
communications  infrastructure  that  can 
support  the  information-intensive  indus- 
tries of  the  1990s  is  critical.  A  communi- 
cations conduit  made  up  of  fiber-optic 
cables  and  high-speed  digital  switching 
equipment,  which  is  being  developed  by 
such  companies  as  Bellcore,  the  research 
arm  of  the  Baby  Bell  phone  companies, 
could  have  an  economic  impact  such  as 
the  interstate  highway  system  did  in  the 
1950s  and  1960s. 

The  U.  S.  has  started  such  an  informa- 
tion superhighway  to  make  it  easier  to 
manipulate  and  transfer  huge  amounts 
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of  data  at  high  speed. 
But  so  far,  only  $400 
million  has  been  bud- 
geted for  constructing 
high-speed  data  links 
between  universities 
and  government  re- 
search labs.  That  is 
not  enough,  especially 
since  many  small  com- 
panies won't  get  any 
benefits  unless  the  gov- 
ernment offers  tele- 
phone c(»mpanies  and 
their  competitors  incen- 
tives to  expand  the  data 
superhighway. 

■  Technology  education. 
What  America's  college 
graduates  do  will  deter- 
mine in  large  part  how 
fast  the  U.  S.  economy 
grows.  The  more  young 
people  who  pursue  ca- 
reers in  science  and  en- 
gineering, the  better 
the  odds  that  society 
will  develop  technol- 
ogies and  products  that 
fuel  economic  growth. 
And  in  our  entrepre- 
neurial economy,  a  lot 
of  the  innovators  will 
end  up  building  their 
own  companies,  creat- 
ing jobs  and  incomes. 
One  study,  by  econo- 
mists Andrei  Shleifer, 
Kevin  M.  Murphy,  and 
Robert  W.  Vishny,  esti- 
mates that  if  an  extra 
lO'/'-  of  university  stu- 
dents went  into  engi- 
neering— a  doubling  of 
the  current  engineering 
enrollment — the  growth 
rate  of  the  economy 
would  rise  by  0.5'/  a  year.  By  contrast, 
if  law  school  enrollment  doubled,  the 
growth  rate  would  fall  by  0.3'/'  annually. 

These  days,  the  U.  S.  economy  isn't 
"graduating  enough  scientists  to  fill  the 
need  of  the  coming  decades,"  frets 
Charles  C.  Leighton,  senior  vice-presi- 
dent for  administration,  planning,  and 
science  policy  at  Merck  &  Co.  "That's  a 
real  concern."  The  government  should 
address  the  glaring  weakness  in  science 
and  math  in  primary  and  secondary 
schools.  It  should  also  subsidize  the  edu- 
cation of  more  engineers  and  scientists. 
As  companies  and  government  hike  re- 
search, development,  and  investment 
spending,  the  demand  for  these  gradu- 
ates will  soar. 

■  Free  trade  at  home  and  abroad.  A  coun- 
try that  is  taking  care  of  business  at 
home  has  little  to  fear  from  free  trade. 


A  GROWTH  POLICY  FOR  THE  '90$ 

RESEARCH  AND  DEVELOPMENT     Boost  federal  spending  on 
civilian,  nonspace  R&D  from  its  current  $20  billion  a  year.  Support  a 
wide  range  of  projects,  from  basic  research  to  new  manufacturing 
technologies.  Cut  defense  R&D  fromjts  current  $43  billion  a  year 

TECHNICAL  ASSISTANCE  TO  INDUSTRY     increase  federal 
funding  for  state  industrial  extension  programs  to  help  smaller  manu- 
facturers adopt  up-to-date  technologies  and  production  methods. 
Provide  training  grants  and  low-cost  equipment  loans 

INFORMATION     improve  data  collection  on  R&D  and  manufac-. 
turing  practices  of  foreign  competitors.  Continue  to  identify  emerging 
critical  technologies  that  need  support 

INFRASTRUCTURE  Rebuild  existing  infrastructure,  such  as  roads 
and  bridges.  Increase  funding  for  new  types  of  infrastructure,  such  as 
high-speed  data  networks,  to  encourage  new  high-tech  industries 

EXPORTS     Expand  the  Export-Import  Bank  to  make  export  financ- 
ing easier  to  obtain  for  creditworthy  small  and  midsize  exporters. 
Boost  export  promotion  efforts  for  nonagricultural  products 

EDUCATION  Raise  funding  for  all  levels  of  science,  mathematics, 
and  engineering  education 

TAXES  Make  the  research  and  investment  tax  credits  permanent, 
so  companies  can  do  long-range  planning 


Despite  intensifying  foreign  competition, 
the  government  should  ignore  calls  for 
protectionism.  Indeed,  the  past  five 
years  have  seen  the  beginnings  of  an 
important  transformation  in  the  U.  S. 
economy:  Overseas  trade  has  contribut- 
ed about  307f  of  real  growth  in  the  econ- 
omy since  the  trade  deficit  peaked  in 
1986.  The  collapse  of  communism  in 
Eastern  Europe  and  the  Soviet  Union 
means  many  more  potential  customers 
over  the  next  decade.  The  proposed 
North  American  Free  Trade  Agreement 
would  create  enormous  opportunities  for 
U.  S.  companies,  too.  "And  free  trade 
keeps  the  pressure  on  domestic  indus- 
tries to  innovate  and  create  a  productive 
economy,"  says  Porter. 

But  it's  a  two-way  street.  The  U.  S. 
should  help  companies  gain  access  to 
foreign  markets.  For  one  thing,  it  can 
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provide  more 
companies  with 
financing  from  the 
port-Import  Bank 
Washington.  In  ac 
tion,  the  governm 
can  spend  more 
and  money 
moting  American 
ports  by  expanding 
trade  missions  ov 
seas.  The  U.  S.  spei 
only  around  50(t 
capita  on  export  proi 
tion,  compared  with 
in  France  and  $5  in 
pan,  according  to 
National  Association 
Manufacturers. 

While  the  U.S. 
dramatically  impro 
its  trade  balance  v 
Europe,  the  deficit  v 
Japan  has  started  gr 
ing  again.  The  rec 
clearly  shows  that 
world's  second-larg 
economy  is  inhospita 
to  too  many  Ameri 
companies.  For  exi 
pie,  Giddings  &  Le 
Inc.,  now  Americ 
largest  machine-t 
builder  and  a  fie 
competitor,  hasn't  s 
a  major  machine  in 
pan  since  1974.  And 
not  for  lack  of  try; 
says  Chairman  Will 
J.  Fife  Jr.  The  Admi 
tration,  its  trade  neg 
ators,  and  Congr 
should  keep  on  pushi 
nudging,  and  bash 
for  ever  more  mar 
access,  playing  hardl 
when  needed.  "We 
solutely  have  to  succeed  in  terms  of 
curing  reasonable  trade  with  Jap; 
says  Richard  W.  Heimlich,  directorftaci 
international  strategy  for  Motorola  I 
■  Investing  in  new  technologies.  In 

past,  U.  S.  companies  have  been  slow 
take  advantage  of  new  technolo^ 
coming  out  of  labs.  "All  this  crap 
Washington  about  industrial  policy 
funding  generic  technologies  makes 
difference  if  CEOs  don't  make  a  comi 
ment  to  bringing  new  technologies 
market,"  says  Donald  N.  Frey,  profes 
of  industrial  engineering  and  man? 
ment  sciences  at  Northwestern  Unive 
ty  and  former  chief  executive  of  Bel 
Howell  Co. 

But  as  the  economy  moves  from  rei 
sion  to  expansion,  the  climate  for  inv 
ment  will  be  better  than  it  has  beei 
decades.  U.  S.  companies  are  no  Ion 
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i  by  a  hif^her  cost  of  capital  than 
oreif^n  rivals.  U.  S.  hourly  labor 
re  among  the  lowest  in  the  indus- 
j  world.  To  speed  both  innovation 
vestment,  government  should 
permanent  the  research  and  in- 
nt  tax  credits.  This  way,  the  pri- 
ctor  assumes  the  greatest  finan- 
k,  but  the  government  also  lends 
ng  hand.  Says  Intel  Corp.  Chief 


Executive  Andrew  S.  Grove:  "I'm 
not  looking  for  a  handout,  but  a 
turbocharge." 

The  new  growth  agenda  will  not  come 
cheap.  Done  right,  the  cost  could  add  up 
to  billions  of  dollars,  which  won't  be  eas- 
ily found  at  a  time  of  gaping  budget 
deficits.  But  unlike  other  federal  spend- 
ing, over  the  long  run,  this  industrial 
policy  will  boost  productivity  and  living 


standards,  generating  plenty  of  tax  reve- 
nues to  more  than  pay  for  itself.  It's  the 
best  investment  America  can  make. 

By  Christopher  Farrell  and  Michael  J. 
Mandel,  with  Karen  Pennar  in  New  York, 
John  Carey  in  Washington,  Robert  Hof  in 
San  Francisco,  Zachary  Schiller  in 
Cleveland,  and  bureau  reports. 


BW/Harris  Poll  appears  on  page  76. 


SMALL  BUSINESS  HAS  A  FRIEND  IN  PENNSYLVANIA 


elieve  it  or 
Machine  Co. 


not,  tiny  Scheii-er 
is  the  kind  of  com- 


^pany  Pennsylvania  officials  had 
id  when  they  hatched  a  new  tech- 
issistance  program  for  manufac- 
.  in  1988.  Scheirer — a  Pittsburgh 
\'ith  65  employees  that  makes  re- 
nent  parts  for  steel  and  mining 
ment — needed  help  to  become 
competitive,  so  it  turned  to  the 
funded  Industrial  Resource  Cen- 
Duquesne,  a  Pittsburgh  suburb, 
a  fee  of  $3,000,  a  three-person 
of  experts  helped  Scheirer  reor- 
;  its  shop  floor  and  raise  produc- 
by  about  15%  in  just  six  months, 
jnter  lent  Scheirer  $150,000  at  5''^ 
st  to  buy  a  computerized  lathe, 
he  company  will  get  on- 
assistance  to  upgrade 
■hnology  further. 
;  SMALL.  Pennsylvania, 
ther  industrial  states,  is 
king  the  economic  im- 
ice  of  its  small,  nuts-and- 
manufacturers.  Through 
of  the  1980s,  Rust  Belt 
pursued  high-tech  and 
e  jobs  to  replace  losses 
plant  closings  in  such  ba- 
Justries  as  steel  and  au- 
)tates  often  went  over- 
offering  expensive  tax 
ubsidy  incentives  to  woo 
ted  number  of  huge  man- 
iring  plants,  often  built 
reign  companies. 
,  small  industry  turned 
)  be  more  resilient  than 
ted.  In  Pennsylvania,  for 
ice,  factory  jobs  declined 
uring  the  1980s — largely 
steel  plant  closings.  But 
umber  of  manufacturing 
mies  in  the  state  actually 
ised  during  the  decade 
'o,  to  more  than  17,000. 
lion's  share  of  economic 
ty  and  job  creation  is  go- 
)  depend  on  smaller  en- 
?neurs,"  says  Andrew  T. 
iberg,  Pennsylvania's 
lerce  secretary, 
ler  states  agree.  Budding 


local  industrial  policies  are  geared  to- 
ward preserving  the  stable,  high-pay- 
ing factory  jobs.  Ohio  has  a  long-estab- 
lished technology  transfer  effort  called 
the  Thomas  Edison  Program.  Georgia 
and  Maryland  both  have  top-notch  pro- 
grams to  assist  manufacturers. 

But  Pennsylvania's  package  of  initia- 
tives stands  out  as  the  most  compre- 
hensive policy  effort  yet.  The  state 
spends  about  $9  million  a  year  to  staff 
a  network  of  eight  regional  resource 
centers,  such  as  the  one  providing  help 
to  Scheirer.  Under  the  decade-old  Ben 
Franklin  Partnership,  state  money  is 
aimed  at  nurturing  startups.  And  just 
last  month,  the  state  started  lending 
more  low-interest  money  for  modern- 


ization to  companies  that  pay  above- 
average  wages.  "There  is  a  model 
brewing  here,"  says  Bennett  Harrison, 
economist  at  Carnegie  Mellon  Universi- 
ty. "They're  focusing  on  the  real  com- 
petitiveness problem." 

Indeed,  as  Japan  and  Germany  have 
proved,  big  companies  can  be  globally 
competitive  only  if  they  can  count  on 
suppliers  for  high-quality  products  at 
reasonable  prices.  And  many  small 
U.  S.  manufacturers  know  they  have  a 
lot  of  catching  up  to  do  when  it  comes 
to  quality  and  productivity. 

More  and  more  of  them  are  benefit- 
ing from  state  programs.  Piad  Preci- 
sion Casting  Co.  in  Greensburg,  Pa., 
needed  access  to  the  latest  technology 
and  production  methods  to  re- 
main competitive.  So  it  linked 
up  with  the  Southwestern 
Pennsylvania  Industrial  Re- 
source Center,  one  of  the  larg- 
est and  best-funded  centers. 
Piad,  which  has  95  employees 
and  $10  million  in  annual 
sales,  supplies  electrical  com- 
ponents to  major  equipment 
producers,  including  General 
Electric  Co.  and  Asea  Brown 
Boveri.  With  standards  ever 
rising,  says  Karl  Schweisthal, 
president  of  Piad,  "our  objec- 
tive is  to  be  a  world-class  man- 
ufacturer by  the  end  of  1995." 

The  Pennsylvania  program 
has  some  critics.  With  limited 
funding,  the  centers  tend  to 
work  with  the  stable  and  cred- 
itworthy. Struggling  manufac- 
turers who  need  the  most  help 
don't  get  much  assistance,  be- 
yond seminars.  "We  are  not  a 
turnaround  operation,"  says 
Barry  G.  Maciak,  managing  di- 
rector of  Southwestern  Penn- 
sylvania Industrial  Resource 
Center.  Still,  by  providing  ac- 
cess to  new  technologies,  such 
states  as  Pennsylvania  are 
giving  many  small  manufac- 
turers a  new  way  to  compete. 

By  Michael  Schroeder  in 
Pittsburgh 
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Business  Week/Harris  Poll 


TIME  FOR  UNCLE  SAM  TO  PITCH  IN? 


Americans  are  worried 
about  the  U.S.'s  position 
in  the  global  economy  and  in- 
creasingly gloomy  about  their 
children's  future.  But  they're  di- 
vided over  what  to  do.  Al- 


though they  strongly  oppose  ai 
industrial  policy  that  would 
have  the  government  picking 
winners  and  losers  and  are  te- 
pid on  incentives  for  business, 
they  favor  spurring  R&D. 


INDUSTRIAL  COMPETITIVENESS 

■  How  concerned  ore  you  that  U.S.  industry  is  becoming  less  com- 
petitive in  the  global  economy? 

Very  concerned   57% 

Somewhat  concerned  32% 

Not  very  concerned  5% 

Not  at  all  concerned  5% 

Not  sure  1% 

CHILDREN'S  FUTURE 

■  Do  you  expect  your  children  will  have  a  better  life  than  you  hove 
had,  a  worse  life,  or  a  life  about  as  good  as  yours? 


Better  life 
Worse  life 
About  as  good 
Not  sure 


March,  1992 
34% 
29% 
33% 
4% 


August,  1989 
59% 
10% 
25% 
6% 


PICKING  WINNERS? 

■  Governments  in  other  countries  take  a  more  active  role  in 
picking,  investing  in,  and  helping  industries  that  they  think  are  im- 
portant to  their  long-term  prosperity.  Do  you  think  the  U.S.  gov- 
ernment should  do  this,  or  should  decisions  about  which  industries 
to  invest  in  be  left  to  the  free  market? 

U.S.  should  pick,  invest  in,  and  help  selected  industries   31% 

Decisions  should  be  left  to  free  market  60% 

Not  sure  9% 

WHERE  TO  HELP 

■  In  order  to  spur  economic  growth,  do  you  think  the  federal 
government  should: 


Grant  tax  credits  for  a  wide  vari- 
ety of  investments  by  business? 

Let  companies  deduct  the  costs 
of  their  plants  and  equipment 
more  quickly? 

Increase  government  spending  to 
help  businesses  develop  new 
technologies,  such  as  computer 
chips? 

Grant  tax  credits  for  reseorch- 
and-devefopment  investments? 


Should 


46% 


53% 


53% 


70% 


Should 
not 

46% 


38% 


44% 


25% 


Not 

sure 

8% 


9% 


3% 


5% 


POLICY  CHOICES 

■  Do  you  favor  or  oppose  the  following  proposals? 

Favor  Oppose    Not  su 

Limiting  imports  to  protect  U.S.  com- 
panies and  workers  from  foreign 
competition 

Preventing  foreign  companies  from 
buying  U.S.  companies  that  have  de- 
veloped new  technologies 
Providing  cheap  government  financ- 
ing to  U.S.  companies  that  want  to 
export  products  or  services  overseas 
Providing  technical  or  marketing  help 
from  the  government  to  U.S.  compa- 
nies that  want  to  export  products  or 
services  overseas 


64% 


45% 


52% 


34% 


51% 


43% 


60% 


36% 


PEACE  DIVIDEND 

■  Now  that  the  cold  war  is  over,  do  you  think  the  savings  from 
cutbacks  in  military  spending  should  or  should  not  be  used  for 
each  of  the  following?  And  which  one  of  these  would  you  favor 
the  most? 


Cutting  the  budget  deficit 
Cutting  taxes 

Retraining  defense  workers  to 
work  in  other  industries 
Redirecting  military  research 
and  development  money  into 
civilian  R&D 

Helping  defense  industries 
convert  to  commercial 
manufacturing 
Not  sure 


Should 
74% 
60% 

76% 
77% 
66% 


Should 
not 

23% 

37% 

21% 


20% 


30% 


Not 

sure 

3% 
3% 

3% 


3% 


4% 


189( 


12"/. 
6»/. 


WHAT  TO  FUND 

■  Would  you  favor  or  oppose  the  government's  spending  more 
money  on  each  of  the  following  if  it  meant  that  your  taxes  had  to 
be  increased  to  pay  for  it? 

Favor  Oppose  Not  surt 
Building  and  repairing  roads  and  bridges  51%  47%  2*/ 
Improving  public-school  education  77%       22%  1°/ 

Educating  more  engineers  and  scientists    42%       57%  }"/< 


Edited  by  Mark  N.  Vamos 


Survey  of  1 ,253  adults  conducted  Mar.  11-17,  1 992,  for  BUSINESS  week  by  Louis  Harris  &  Associates  Inc. 
Results  should  be  accurate  to  within  3  percentage  points. 
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COVER  SR^ 


Lufthansa  now  has  a  way  to  shorten  your  trip 
that  has  nothing  to  do  with  speed. 


The  new  Lufthansa  Business  Class 


Our  new  concept  in 
Intercontinental  Service. 

We  invested  over  $40  million  and  18 
months  to  develop  it.  And  with  the 
help  of  our  flight  attendants,  chefs 
and  passengers,  we  created  a  new 
concept  in  service  for  Lufthansa 
Business  and  First  Class.  It's 
designed  to  lavish  the  most  individu- 
alized attention  on  every  passenger 
It  offers  unsurpassed  comfort  that 
can  make  your  flight  go  by  that 
much  quicker  For  instance,  you'll 
have  the  same  flight  attendant  from 
your  welcome  drink  generally  to  your 
last  snack.  And  in  Business  Class, 


A  passion  for  perfection.- 


you  may  need  his  or  her  suggestion 
on  our  new  menus  with  dishes  so 
delicious  that  our  cuisine  was  admit- 
ted into  the  elite  "Chaine  des 
Rotisseurs."  In  First  Class,  our  new 
personalized  service  means  a  real 
buffet  breakfast.  And  on  our  747s,  a 
luxurious  upstairs  cabin  redesigned 
exclusively  for  you.  So  in  Business 
or  First  Class,  you'll  find  our  Euro- 
pean standard  of  elegance  at  a 
new  level  -  one  that  will  show  you 
time  does  fly  when  you're  flying.  The 
Lufthansa  Intercontinental  Service. 
A  passionate  beginning  to  a  new 
era  in  flight. 

Lufthansa 


For  more  informalion  and  reservations  call 
1-800-645-3880  or  see  your  Travel  Agent 
Lufthansa  is  a  participant  in  tlie  mileage 
programs  of  United.  Delta,  and  USAir. 
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ACCOUNTING  I 


THE  BIG  SIX 

ARE  IN  BIG  TROUBLE 


Litigation  in  the  wake  of  the  S&L  scandal  is  crippling  accountants 


|ecently,  a  financial-services  com- 
pany planning  to  go  public  ap- 
Lproached  KPMG  Peat  Marwick,  one 
of  the  Big  Six  accounting  firms,  about 
doing  an  audit.  As  a  precaution,  Peat's 
own  investigators  checked  the  com- 
pany out.  When  they  discovered  an 
outside  investor  in  the  concern  had 
served  jail  time  for  violating  securities 
laws  17  years  earlier — a  detail  un- 
derwriters had  missed — Peat 
turned  the  company  down. 

These  days,  accoun- 
tants can't  be  too  careful. 
Their  firms — indeed,  the 
entire  profession — are 
under  siege.  As  the 
dragnet  for  culprits  in 
the  financial  debacles  of 
the  1980s  continues,  ac- 
countants face  claims  of 
more  than  $2  billion  in 
damages,  and  regulators 
are  preparing  lawsuits 
demanding  millions 
more.  Private  litigants 
are  suing,  too.  Most  of 
the  Big  Six  firms  face  or 
have  settled  cases  in- 
volving major  financial 
hits  (table).  The  impact 
of  these  actions  could 
extend  to  Corporate 
America:  Some  compa- 
nies may  be  unable  to 
get  a  competent  auditor. 
CHOSEN  FEW.  Accoun- 
tants are  not  the  only  lit- 
igation targets.  Govern- 
ment regulators  shocked 
lawyers  recently  by  ex- 
tracting $41  million  from 
the  prestigious  New 
York  law  firm  of  Kaye, 
Scholer,  Fierman,  Hays 
&  Handler  for  its  role  in 
the  $2.6  billion  failure  of 
Lincoln  Savings  &  Loan 
Assn.  But  the  actions 
against  accountants 
could  be  far  more  devas- 
tating. While  thrift  fail- 
ures involved  hundreds 


A  BARRAGE  OF  BIG  HITS 


COOPERS  &  LYBRAND  One  defe  ndant  in  $300  million  lawsuit  by  Florida  regula- 
tors alleging  Coopers,  as  auditor  for  Guarantee  Security  Life  Insurance  Co., 
failed  to  detect  "phantom"  transactions.  Coopers  is  contesting  the  charges 

ERNST  8,  YOUNG  Defendant  in  an  SEC  complaint  asserting  that  predecessor 
firm  Arthur  Young  filed  misleading  audits  at  Texas-based  RepublicBank.  The  SEC 
says  Young  compromised  its  independence.  Ernst  &  Young  is  disputing  the  suit 

Af  Agreed  to  pay  up  to  $30  million  to  settle  investor  claims 

from  the  collapse  of  Lincoln  Savings  &  Loan  Assn.  Andersen  last  year  settled  simi- 
lar federal  charges  that  could  cost  up  to  $25  million 

DEI.U>  !  i  f.  i'i:  ruu'.hi:  One  defendant  in  a  California  insurance  regulators'  suit 
charging  fraud  and  negligence  in  the  audit  of  Executive  Life  Insurance  Co.,  which 
collapsed  from  junk  bond  investments.  Deloitte  is  contesting  the  charges 

KPMG  PEAT  MARWICK  Target  of  a  $100  million  suit  by  Resolution  Trust  Corp. 
alleging  misleading  audits  of  failed  Pennsylvania  thrift,  Hill  Financial  Savings 
Assn.  Peat  says  its  1988  audit  cited  problems  with  Hill's  financial  statement 

DATA  BW 


of  law  firms,  most  of  these  institutiji,  ' 
were  audited  by  one  of  the  Big  Six. ; 

The  ability  of  these  firms  to  take  b| 
after  blow  is  in  question.  Insurance  ji  j^' 
miums  for  the  Big  Six  have  soared  (I  i'^" 
fold  since  1985,  while  maximum  coi  ■ 
age  has  been  cut  in  half.  Settlement 
the  range  of  $20  million  to  $30  mill  ] 
which  are  common,  are  not  fully  cove  .'•'■>< 
by  insurance.  For  some  firms,  premit  ■  'f 
and  legal  costs  eat  up  to  25%'  of  w  i  en 
would  otherwise  go  to  partners.      s  wl« 
Some  experts  believe  that  one  or  ni  l  esi.' 
Big  Six  firms  could  fall  in  the  next :  fM 
years.  In  1990,  Laventhol  &  Horwatl  ;  ■  ■ 
second-tier   firm   facing  $2  billion  : 
claims,  went  out  of  business.  "This  ; 
the  biggest  crisis  the  profess 
has  faced  in  its  history,"  ; 
Clares  John  W.  Hill,  assist  ii 
professor  of  accounting  at  I  bltj 
ana  University.  are  a 

SUIT  FITS.  In  response,  firms  fsay 
trying  to  guard  against  fut  m. ! 
shocks.  Sources  say  Ernst  i;. 
Young  will  audit  only  ba  ici. ; 
that   receive    regulate  (n  I'oi 
highest  ratings.  Anot  uni! 
major  firm  will  not  t  am 
on  government-securi 
dealers.  Others  avoidt; 
carefully  screen  snr.wi 
companies,  which  are  saCoi 
ten  the  target  of  Ifoa 
suits  when  they  fail  os  ?; 
meet  investors'  expe<  i:' 
tions.  Firms  are  espe(  its 
ly  leery  of  compai  j  is  p; 
that  have  fired  auditi  for  H 
Warns  Peat  Marw  ioHeri 
partner  Michael  Conw  j  inlv 
"There  will  be  soho- 
companies  that  can 
get  an  audit  at 
price." 

If  the  ranks  of 
counting   continue  fed Pu 
shrink,  and  if  the  pro; 
sion  shies  away  fj 
new  audits,  it  wo 
raise  profound  quest!  j.; 
about  the  system  of  \^ 
dependent  auditing  tjj 
the  Securities  & 
change  Commission 
investors  have  relied  ^  j 
for  nearly  six  deca( 
The  alternative  woulq 
government  auditorsj 
prospect  that  nearly 
eryone  dreads.  "It's| 
the   best   interest  |t 
shareholders  that  i" 
have  a  viable  account} 
profession,"  says  Jai 
A.   Kaitz,  a  vice-pr 
dent  of  the  Financial 


m  k 
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Institute,  which  represents  fi- 
officers  of  7,000  companies.  "A 
3d  accounting  profession  is  not 
le's  advantage." 
3  contend  that  many  of  the  pro- 
;  wounds  are  self-inflicted.  When 
^out-and-merger  craze  of  the 
irank  the  client  pool,  critics  say, 
firms  sometimes  turned  a  blind 
uestionable  activity  to  hold  on  to 
;.  "Accountants  didn't  cause  the 
;is,"  acknowledges  Representa- 
1  Wyden  (D-Ore.).  "But  had  they 

enough  alarms  for  regulators, 
r  losses  could  have  been  signifi- 

3SS." 

mtants  respond  they  are  being 
scapegoats  by  bureaucrats  try- 
lift  the  blame  away  from  regula- 
ises  and  by  investors  searching 
3  pockets  to  cover  their  losses. 
5  say  they  must  rely  on  informa- 
m  management,  which  is  some- 
ulty.  When  there  is  fraud,  "audi- 
s  as  much  the  victim  as  the 
says  Wayne  W.  Smith,  a  partner 
)n,  Dunn  &  Crutcher,  a  Los  An- 
w  firm  that  represents  Deloitte 
le.  But,  he  concedes,  "people  are 
'  forgiving  of  auditors." 
ITERS.  To  fena  off  future  litiga- 
:ountants  are  lobbying  state  leg- 
5  for  laws  limiting  plaintiffs  to 
artners  only  in  the  office  where 
t  was  performed.  And  they  are 
Congress  for  a  law  to  limit  li- 

0  a  firm's  degree  of  responsibil- 
v',  auditors  may  have  to  foot  the 
ill,  even  if  they  were  bit  players 
heir  client  folded.  Deloitte  & 
is  part  of  a  group  that  is  being 
r  $200  million  by  Lincoln  S&L's 
ders,  although  Deloitte  came 
only  five  months  before  regula- 
ted Lincoln  and  had  not  conduct- 
udit. 

mtants  are  also  trying  to  get 
'n  house  in  order.  Last  year,  the 
member  American  Institute  of 

1  Public  Accountants  voted  to  re- 
uditors  to  state  unambiguously 
•  they  had  "substantial  doubts" 
hether  a  client  could  continue  as 
I  concern  for  the  following  12 

And  last  summer,  the  group 
members  from  accepting  loans 
lancial  institutions  they  were  au- 
Phat  move  came  weeks  after  the 
d  a  complaint  against  Ernst  & 
alleging  that  it  had  filed  mislead- 
its  for  Dallas'  RepublicBank.  The 
claimed  the  firm  was  compro- 
y  $2L8  million  in  loans  the  bank 
de  to  Ernst  partners, 
ecleaning  may  help  forestall  fu- 
lims.  But  the  Big  Six  will  have 
mds  full  for  some  time  dealing 
sty  allegations  from  the  past. 
3y  Dean  Foust  with  Tim  Smart  in 
jton 


PRECIOUS  METALS  I 


GOLD  STILL  ISN'T 
MUCH  OF  A  PROSPECT 


Even  at  $337  an  ounce,  it  could  drop  further.  And  it's  no  inflation  hedge 


To  investors  who  have  bought  gold 
in  the  past  five  years,  the  precious 
metal  has  brought  nothing  but 
grief.  Now,  as  gold  plunges  through  the 
$350-per-ounce  floor  to  a  six-year  low, 
analysts  say  that  at  today's  prices  gold 
is  a  real  bargain. 

If  you  feel  as  if  you've  heard  that 
before,  it's  because  you  have.  Last  De- 
cember, with  gold  at  $360  an  ounce,  ana- 
lysts were  talking  about  bargain-hunting 
and  pointing  to  the  metal's  limited  down- 
side. Now,  with  gold  hovering  around 
$337,  down  67^^  from  the  year's  start,  it 
might  look  tempting  to 
jump  in.  But  gold  prices 
could  fall  further.  With 
the  end  of  the  cold  war, 
much  of  the  geopolitical 
tension  that  used  to 
fuel  its  price  has  been 
defused.  And  since  gold 
throws  off  no  interest 
and  has  carrying  costs 
to  boot,  it's  expensive 
to  invest  in  the  metal 
even  if  the  price  doesn't 
go  down. 

One  of  gold's  biggest 
draws  has  been  that, 
unlike  paper  assets,  its 
value  rises  as  inflation 


But  these  things  seem  to  have  muted 
effects  now,  mainly  because  of  currency 
trading  and  derivatives." 

Investors  who  were  playing  gold  by 
buying  into  Serfaty's  mutual  fund  have 
been  hit  even  harder  than  they  would 
have  been  had  they  bought  the  metal 
itself.  Over  the  past  year,  gold  has  fallen 
some  &7'.  But  the  United  Services  Gold 
Shares  Fund  is  down  17%.  And  those 
shares  will  continue  to  fall  if  the  price  of 
gold  doesn't  stabilize. 

How  low  can  gold  go?  In  1982  and 
1985,  it  dipped  below  $300.  "I  don't  rule 
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heats  up.  Unfortunately  for  goldbugs, 
price  and  wage  increases  are  trending 
down  around  the  world.  And  inflation  is 
projected  to  stay  low  for  years.  With 
interest  rates  running  high — after  ad- 
justment for  inflation — investors  end  up 
paying  a  steep  price  for  holding  gold. 
"When  you  get  a  real  rate  on  long-term 
bonds  of  5%,  from  a  long-term  point  of 
view  gold  has  a  negative  carrying  cost 
of  5%,"  says  August  F.  Arace,  co-portfo- 
lio manager  of  the  $57  million  Freedom 
Gold  &  Government  Fund.  Arace  has 
90%  of  his  fund's  assets  in  government 
bonds  and  just  10%  in  gold  stocks. 
'MUTED  EFFECTS.'  Even  if  one  wishes  to 
hedge  against  inflation,  there  are  now 
better  ways  to  do  it.  Ten  years  ago,  if 
investors  were  concerned  about  the  dol- 
lar or  the  price  of  oil,  they  would  turn  to 
gold.  Today,  financial  futures  let  inves- 
tors fine-tune  bets  on  oil  or  the  dollar. 
"Gold  doesn't  react  to  world  events  like 
it  used  to,"  says  Edmund  Serfaty,  port- 
folio manager  of  the  $200  million  United 
Services  Gold  Shares  Fund.  "It  used  to 
be  that,  with  something  like  the  gulf 
war,  gold  would've  been  much  higher. 


out  that  gold  could  go  beneath  $300,  on 
a  very  temporary  basis,"  says  Frederick 
Demler,  PaineWebber  Inc.'s  minerals 
economist,  who  nonetheless  is  recom- 
mending buying  the  metal  for  the  long 
run.  But  analysts  note  that  the  upside  is 
limited,  too.  When  analysts  speak  of 
trading  ranges,  they  usually  go  no  high- 
er than  $400  to  $425. 
NO  BARGAIN.  Some  diehard  goldbugs 
venture  higher  estimates.  Harry  J.  Bing- 
ham, president  of  the  $120  million  Van 
Eck  Gold/ Resources  Fund,  forecasts 
that  the  price  will  eventually  head  back 
to  its  early  1980s  level,  when  it  climbed 
to  a  high  of  $875  an  ounce.  "There  are 
fewer  goldbugs,  but  the  ones  that  are 
there  are  as  steadfast  as  they  used  to 
be,"  notes  Jeffrey  M.  Christian  of  CPM 
Group,  a  precious-metals  consultant  in 
New  York. 

It's  true  that  contrarian  investing  has 
proved  lucrative  in  the  past.  But  with 
the  fiii'damentals  so  stacked  against 
gold,  i'  s  hard  to  see  how  a  play  on  the 
met'i'.  even  at  these  low  prices,  can  real- 
ly }.)■:■.'  off. 

By  Suzanne  Woolley  in  Neiv  York 
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It  blows  everything  else 
out  of  the  water. 


With  our  new  IBM  386SLC  processor,  the  new 
PS/2®  Models  56  and  57  SLC  arc  really  making 
waves.  They  Vc  faster  than  anv  386  SX  computer 
you  can  buy — up  to  88%  faster,  to  be  precise* 
They're  even  faster  than  most  386  DX  systems. 

Both  models  are  completely  upgradable,  to 
help  protect  your  investment.  Phey  re  also  com- 
pletely compatible  with  your  existing  hardware  and 
software.  So  in  stand-alone  or  connected  environ- 
ments, about  the  only  thing  that  changes  is  how 
much  faster  you  can  get  things  done. 

The  new  Personal  System/2 "  Models  56  and 
57  with  IBM  386SLC  processor.  So  fast,  you 
could  say  other  computer  companies  have  missed 
the  boat.  For  more  information,  see  your  IBM 
authorized  deal<M".  For  the  (leal(M-  nearest  vou,call 
1  800  942-4-IBM,  ext.  386  ** 

Introducing  SLC  in  the  new 
PS/2  Models  56  &  57. 


-  Faster  tlidu  <iny  386  SX  computer  you  can  buy. 

-  Faster  than  most  386  DX  computeis. 

-  Neu-  386SLC.  processor  with  8K  internal  cache. 

-  4MB  memory  80  or  }6()MB  hard  drive,  up  to  five  slots/four  bays. 

-  Supports  3.5  "  and  5.25  "  diskette  drives. 


HOME  SWEET  8.8%: 


THE  EZELLS  "SHOULD  HAVE  LOCKED  IN  WHEN  THE  RATES  WERE  A  LOT  LOWER" 


THIS  HOUSING  REBOUND 
lOOKS  BUILT  TO  LAST 


Buyers  are  a  bit  more  optimistic,  and  the  rate  liike  may  be  a  blip 


Lured  by  the  sharpest  mortgage-rate 
drop  in  years,  Georgette  and  Ray 
Ezell  began  scouring  towns  along 
the  Connecticut  shore  for  a  house  late 
last  fall.  By  Christmas,  rates  for  a  30- 
year  conventional  loan  had  plunged  to 
7.757".  But  an  unexpected  uptick  in  re- 
cent weeks  (chart)  put  their  search  in 
high  gear.  On  Mar.  17,  they  grabbed  an 
8.8%  mortgage  for  a  three-bedroom 
Cape  Cod  in  Clinton,  Conn.  "We  should 
have  locked  in  when  the  rates  were  a  lot 
lower,"  laments  Georgette.  The  Ezells 
will  pay  an  extra  $1,395  a  year. 

The  jump  in  rates — now  9.17  national- 
ly— has  sent  buyers  like  the  Ezells  scur- 
rying for  loan  applications  and  sales  con- 
tracts. Their  purchases  have  fostered 
what  appears  to  be  a  boomlet  in  residen- 
tial housing  sales.  In  San  Francisco, 
sales  of  single-family  houses  were  24?' 
higher  in  February,  1992,  than  in  Febru- 
ary, 1991.  Granted,  sales  had  stalled  ear- 
ly last  year  because  of  the  Persian  Gulf 
war,  but  the  increase  is  still  impressive. 
"When  interest  rates  moved  up,  people 
really  got  off  their  duffs,"  says  Marie 
Dierks,  a  Coldwell  Banker  Inc.  agent  in 
the  Houston  suburbs.  Pittsburgh's  Janet 
and  Glenn  McGuire  decided  in  mid-Feb- 
ruary to  mull  over  a  lender's  quoted 


rate — and  woke  up  the  next  day  to  find 
it  had  climbed  one-quarter  of  a  point. 
They  settled  for  the  new  rate  in  a  hurry. 
Good  thing,  too:  "Rates  have  gone  up 
since,"  says  Janet  McGuire. 
SHORT  SPIKE.  The  increase,  however,  has 
not  ijeen  so  severe  as  to  threaten  turn- 
ing the  boomlet  into  a  downdraft  and 
squelching  the  market's  slow  recovery. 
Several  factors  augur  well  for  the  fu- 
ture: First,  rates  are  nowhere  near 
1990's  prohibitive  double-digit  levels. 
Second,  consumer  confidence  is  creeping 
back,  especially  outside  the  stricken 
Northeast.  "It's  not  ebullient,  though 
it's  better  than  three  months  ago,"  says 
Leonard  Miller,  chairman  of  Lennar 
Corp.,  Florida's  largest  homebuilder, 
which  boosted  earnings 
55%  in  1991.  And  fal- 
ling prices  have  made 
houses  more  affordable, 
especially  for  first-time 
buyers.  In  San  Francis- 
co, the  median  price 
tumbled  from  $300,000 
in  February,  1990,  to 
$264,000  two  years  lat- 
er. Industry  officials 
are  now  believers:  Ac- 
cording to  the  Com- 
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MORTGAGE  RATES  ARE 
BOUNCING  BACK  UP 


merce  Dept.,  February  housing  sta 
were  9.6%  higher  than  in  January. 

Perhaps  most  encouraging  for  ho 
ing  fans,  the  rate  spike  may  be  jus 
temporary  phenomenon.  Many  pre 
that  rates  may  retreat  to  about  8.5% 
midyear.  The  Federal  Reserve,  wh 
since  mid-1991  has  helped  engineer 
decline,  is  committed  to  keeping  r 
low,  particularly  in  an  election  year. 
SECOND  CHANCE.  The  rate  increase, 
ginning  in  early  January,  was  spun 
by  signs  of  recovery  and  the  result 
inflation  willies.  But  the  market 
overreacted.  Because  of  product! 
gains  during  recessions,  inflation  is 
dom  bad  in  the  first  year  of  a  rebou 
Once  the  markets  digest  this,  anal 
predict,  30-year  Treasury-bond  rat 
now  at  about  S'/'f,  will  ease.  So  she 
conventional  mortgages,  whose  spn 
over  the  long  bond  is  around  one  j 
centage  point. 

All  of  which  means  that  buyers  sho 
have  a  second  chance  this  summer  to  ] 
a  low  rate.  Just  how  low,  however,  ) 
vary  by  region.  Demand  is  most  rob^^ 
in  the  Midwest,  which  wasn't  hit  so  hi 
by  the  recession.  Result:  Lenders  in  t| 
region  will  be  under  the  least  pressj 
to  drop  their  rates. 

Refinancings  of  existing  mortgagel 
exchanging  more  expensive  old  debt  [ 
cheaper  new  loans — will  also  have) 
await  better  days.  "They've  basics 
come  to  a  crawl,"  says  John  J.  SousaJ 
president  of  Commonwealth  Mortga 
Co.  in  Burlington,  Mass.,  where  r| 
nancing  had  quadrupled  in  Decem| 
and  January. 

Meanwhile,  lenders  expect  those 
can't  wait  for  rates  to  ease — suchf 
people  who  have  to  move  for  a  t| 
job — will  turn  to  adjustable-rate  mJ 
gages.  .A.RM  rates,  now  running  abl 
6.2%,  haven't  jumped  as  much,  becai 
they  are  tied  to  shorter-term  Treasurl 
whose  rates  have  stayed  relatively  iJ 
ARM  rates  are  usually  reset  yea| 
Hence,  they  are  less  popular  than 
ventional  mortgages,  which  offer  I 
certainty  of  fixed  payments.  1 
Wherever  the  loans  come  from,  w- 
real  estate  industry  is  grateful  for  so^^ 
good  news.  "Housing  has  led  us  outi 
every  recession  sii^ 
World  War  II,"  Sifc 
Lennar's  Miller.  M(k 
gage-rate  fluctuaticp 
notwithstanding,  tljt» 
should  be  the  same  t^i 
time  around.  ! 
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DATA:  HSH  ASSOCIATES 


By  Larry  Light  in  ^iff- 
York,  with  Gail  DeGeoh 
in  Miami,  Alice  CunecW, 
San  Francisco,  Resa  '\ 
King  in  Madison,  Cor 
and  bureau  reports 


FINI 


GN  FINANCE  I 


L  CLINTON,  THE  TERROR 
D  TOAST  OF  WALL  STREET 


te  his  rhetoric,  he  has  raised  a  mountain  of  cash  in  New  York 


fheii  he  finishes  bashing 
George  Bush  and  lambasting 
Democratic  rivals,  Presiden- 
ididate  Bill  Clinton  often  goes  af- 
ther  favorite  target:  Wall  Street, 
me  to  end  the  greed  that  con- 
Wall  Street  and  ruined  our  s&Ls 
last  decade,"  he  says, 
ite  the  rhetoric,  Clinton  has  been 
ingly  successful  at  courting  Wall 
;  big  shots.  One  out  of  every  four 
he  has  raised  comes  from  New 
1  lot  of  it  from  Wall  Streeters. 
$2  million  of  his  total  $8.5  million 
nd  after  his  Connecticut  primary 
by  former  California  Governor 
Brown,  Clinton  is  counting  on 
Tioney  to  enable  him  to  win  big  in 


friends.  Despite  his  attempt  to  portray 
himself  as  an  outsider,  Clinton  has  fi- 
nanced his  campaign  by  being  the  con- 
summate insider. 

The  architect  of  Clinton's  New  York 
fund-raising  is  Kenneth  D.  Brody,  a  48- 
year-old  limited  partner  at  Goldman, 
Sachs  &  Co.  Brody  is  unfazed  by  Clin- 
ton's criticism  of  1980s  Wall  Street. 
"Most  people  on  Wall  Street  would 
agree,"  he  says.  "That  was  not  Wall 
Street  functioning  properly."  Brody 
helped  raise  $40,000  from  Goldman  part- 
ners alone.  For  the  February  event,  he 
helped  recruit  28  co-chairs,  each  of 
whom  agreed  to  raise  $25,000  (table).  "If 
I  had  a  Ken  Brody  working  for  me  in 
every  state,  I'd  be  like  the  Maytag  man 


dent  of  Bloomberg  Financial  Markets, 
and  Peter  Tufo,  partner  at  Lazard 
Freres  &  Co.  All  became  fund-raisers. 

Hillary  Clinton,  a  Wellesley  and  Yale 
Law  School  grad,  has  her  own  old-girl 
network.  Wall  Street  lawyer  Susan  Tho- 
mases, a  close  friend  of  the  Clintons  and 
a  former  top  aide  to  Senator  Bill  Bradley 
(D-N.  J.),  held  a  reception  for  Hillary  at- 
tended by  some  300  female  civic,  legal, 
and  financial  leaders. 
MONEY  FROM  HOME.  Not  all  of  Clinton's 
financial  backers  work  on  Wall  Street.  A 
key  supporter  is  Warren  A.  Stephens, 
CEO  of  Little  Rock-based  Stephens  Inc.,  a 
private  investment  bank.  Many  Stephens 
family  members  and  employees  of  Ste- 
phens-family-owned properties  such  as 
Arkansas  Oklahoma  Gas  Co.  and 
Worthen  Banking  Corp.  contributed  the 
$1,000  maximum  and  together  gave 
about  some  $50,000. 

Goldman  Sachs  also  has  ties  to  Clin- 
ton's home  state.  The  firm  underwrote  a 
$27  million  bond  issue  for  an  Arkansas 
county  in  1991  and  a  $160  million  issue  in 
1988  for  a  state  authority.  Goldman's 
political  action  committee  supported 


FRIENDS  ON  WALL  STREET 

In  addition  to  personal  $1,000  contributions,  the  legal 
limit,  Clinton  backers  have  enlisted  other  givers: 

Money  raised 


$75,000 


ROGER  ALTMAN 

Blackstone  Group 


ROY  FURMAN 

Furman  Selz 


25,000 


ARTHUR  UMAN 

Paul,  Weiss 


25,000 


ALAN  PATRICOF 

Patricof  &  Co.  Ventures 


25,000 


ROBERT  RUBIN 

Goldnnan,  Sachs  &  Co. 


25,000 


STANLEY  SHUMAN 

Allen  &  Co. 


25,000 


MICHAEL  STEINHARDT 

Steinhordt  Partners 


25,000 


SRUCE  WASSERSTEIN 

V/asserstein  Perelio  &  Co. 


25,000 


i'ork's  Apr.  7  primary. 

before  the  New  Hamp- 
Drimary,  the  Arkansas 
3r  netted  $623,000  from  a  Feb.  10 
iser  at  the  Sheraton  New  York 
1  record  amount  for  a  Democratic 
.te  at  that  early  date.  "Being  able 
3  money  in  New  York  has  been 
lental  in  taking  us  from  New 
hire  to  this  point,"  says  Paul 
a  Clinton  finance  director. 

did  Clinton  pull  it  off?  The  an- 
es  in  his  close  ties  to  the  pro- 
s,  moderate  wing  of  the  Demo- 
-arty,  as  well  as  his  and  his  wife's 
:  skill  in  collecting  well-connected 


GOLDMAN'S  BRODY: 
CLINTON'S  NEW 
YORK  CONNEaiON 


with  nothing  to  do,"  says  Rahm 
I.  Emanuel,  who  heads  Clin- 
ton's nationwide  fund-raising. 
Brody  had  a  lot  to  work  with.  Some  of 
Clinton's  school  chums  prospered  on 
Wall  Street.  Roger  Altman,  a  fellow 
Georgetown  University  alumnus  and 
now  a  Blackstone  Group  vice-chairman, 
is  a  major  Clinton  fund-raiser.  On  Jan. 
20,  Altman,  Brody,  and  Roy  L.  Furman, 
chief  executive  of  the  brokerage  firm 
Furman  Selz,  hosted  a  series  of  small 
meetings  with  Clinton  at  Blackstone's 
offices.  Attendees  included  Theodore 
Ammon,  a  Kohlberg  Kravis  Roberts  & 
Co.  partner,  Michael  Bloomberg,  presi- 


Clinton's  1990  gubernatorial  race.  The 
firm  is  also  a  lead  bond  underwriter  for 
Little  Rock-based  Wal-Mart  Stores  Inc., 
on  whose  board  Hillary  sits. 

Despite  his  fund-raising  success,  Clin- 
ton faces  money  problems.  His  cam- 
paign has  borrowed  $1.4  million  and  still 
has  $400,000  in  campaign  bills.  Matching 
funds  will  cover  that,  but  the  check 
won't  arrive  until  April.  Good  thing  Clin- 
ton has  six  fund-raisers  in  New  York  in 
the  next  two  weeks.  To  keep  Brown  at 
bay,  he'll  need  more  than  a  little  help 
from  his  friends  on  Wall  Street. 

By  Leah  Nathans  Spiro  in  New  York 
and  Paula  Dwyer  in  Washington 
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BY  GENE  G.  MARCIAL 


THIS  COMPUTER 
POWERHOUSE  IS 
READY  TO  REBOOT 


Compaq  Computer  is  still  reeling 
from  its  fall  on  Wall  Street,  and 
its  once  high-flying  stock,  which 
hit  74  a  share  in  February,  1991,  re- 
mains an  outcast.  After  plunging  as 
low  as  22  in  early  December,  the  stock 
has  attempted  a  feeble  rally  and  is  now 
meandering  at  around  27.  Dismayed 
fans  who  once  saw  Compaq  as  a 
growth  stock  have  abandoned  the  PC 
maker.  But  guess  who's  buying  Com- 
paq shares  now?  Value-stock  investors. 

Value  players  usually  avoid  fast-lane 
companies  such  as  Compaq.  They  focus 
instead  on  companies  whose  stocks  are 
selling  below  their  intrinsic,  or  private- 
market,  values.  They  calculate  the  val- 
ue by  looking  at  how  rich  or  cheap  the 
stock's  multiple  is  relative  to  such  fac- 
tors as  cash  flow  and  book  value. 

"Based  on  our  business-value  meth- 
od of  analysis,  Compaq's  intrinsic 
worth  could  exceed  $50  a  share,"  says 
long-term  value  investor  Mark  Boyar, 
who  manages  about  $150  million.  He 
thinks  Compaq  now  has  the  manageri- 
al Uilent  and  strategy  to  effect  a  major 
turnaround.  So  he  sees  the  stock  hit- 
ting 80  in  the  next  two  to  three  years. 

Recent  acquisitions  in  the  computer 
industry,  notes  Boyar,  show  stock  mul- 
tiples of  more  than  4  times  book  value 
and  11  times  cash  flow.  Price-earnings 
ratios  were  between  17  and  38.  He  fig- 
ures that  based  on  its  current  price, 
Compaq  is  now  grossly  undervalued, 
trading  at  just  1.2  times  its  book  value 
of  22  a  share,  4  times  its  1990  cash 
flow  of  $6.85  a  share,  and  5.4  times  its 
estimated  1992  cash  flow  of  $5  a  share. 
Compaq's  current  p-e  is  18,  Boyar  says. 
'A  STEAL.'  "These  multiples  are  near 
Compaq's  lowest  valuation  ranges," 
says  Boyar.  Moreover,  if  the  compa- 
ny's $8  a  share  in  cash  and  equities  is 
deducted  from  the  stock  price  of  27, 
"Compaq  becomes  even  more  of  a  steal 
at  the  adjusted  price  of  19  a  share,"  he 
argues. 

Boyar  thinks  the  fundamental 
changes  in  the  computer  industry  that 
bode  ill  for  Compaq  haven't  perma- 
nently impaired  the  company.  He  says 
the  company's  repositioning  of  its  per- 
sonal computer  division  to  broaden  its 
product  line  to  include  low-cost,  entry- 
level  PCs  will  allow  Compaq  to  compete 
head-on  with  the  new  market  entrants 


COMPAQ  COMPUTER: 
STILL  AN  OUTCAST 


MAR  24,  '92 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


and  "should  get  the  company  back  on 
track." 

Despite  current  earnings  pressure, 
other  value  players  are  also  impressed 
with  the  company's  solid  balance  sheet. 
They  note  that  Compaq  has  very  little 
debt,  with  a  long-term  debt-to-capital 
ratio  of  only  3.8%.  The  company's  fi- 
nancial strength,  says  another  value  in- 
vestor, will  enable  it  to  push  through  a 
major  restructuring.  Compaq's  finan- 
cial strength,  says  another  pro,  means 
that  it  will  be  able  to  direct  the  neces- 
sary funds  to  the  development  of  new 
leading-edge  products. 


BIG  YIELDS  FROM  A 
FARMER'S  FRIEND? 


What  $5-a-share  stock  is  catch- 
ing the  eye  of  such  big  value 
investors  as  Mario  Gabelli 
and  Odyssey  Partners?  Two  clues:  It 
just  moved  its  headquarters  from  New 
York  to  Sioux  City,  Iowa,  and  it  is  nei- 
ther tiny  nor  unknown  but  trades  on 
the  Big  Board.  Give  up?  It's  Inspira- 
tion Resources,  which  sold  its  metals 
operations,  Hudson  Bay  Mining  & 
Smelting,  last  year  and  will  soon 
change  its  name  to  Terra  Industries. 

The  company,  which  had  revenues  of 
more  than  $1  billion  last  year,  is  a 
niche  player  in  the  farm  belt:  It  pro- 
vides farmers  with  crop  production  and 
protection  products,  including  fertilizer 
and  seed,  as  well  as  support  services. 

"Inspiration  is  the  best  way  to  play 
the  agricultural  growth  game,"  says 
one  big  investor.  As  the  economy  im- 
proves, so  could  farming  activity,  he 
says.  Some  95%  of  Inspiration's  sales 
comes  from  its  Terra  division. 


This  pro  believes  that  as  earning 
improve  over  the  next  12  months,  th 
stock  could  double.  Operating  earning 
increased  to  27$  a  share  last  year  frot 
a  loss  of  52$  in  1990.  Earnings  shoul 
rise  to  35$  this  year  and  to  40$  ne> 
year,  says  the  investor,  as  the  compan 
benefits  from  increased  corn  plantinji 
Earnings  will  also  be  helped  by  loi 
natural-gas  prices — an  important  fai 
tor  in  making  nitrogen  fertilizer — th£l 
should  keep  costs  down. 

That's  not  all.  Inspiration  is  56' 
owned  by  Minorco,  a  Luxembour[ 
based  company  with  major  interests  ij 
mining  and  metals  processing.  One 
jor  investor  believes  Minorco  will  uli 
mately  sell  Inspiration  substantial! 
above  its  $5-a-share  price. 


A  LAB  THAT'S 
IN  THE  PINK 


How 


-.Ic 


I the  past  two  years,  probably  n 
other  pharmaceutical  startup  h 
inked  as  many  alliance  pacts  witJjjjuK 
big  U.  S.  and  foreign  drug  compani( 
as  Columbia  Laboratories.  Yet  11 
stock,  traded  on  the  American  Stoc 
Exchange,  has  been  in  the  doldrum"' -^^li 
down  from  10^/2  a  share  to  7  since  Jais  :-:[if 
uary.  One  reason:  Some  analysts  e:j 
pect  Columbia  to  report  poor  fourt!| 
quarter  1991  earnings  in  a  few  week| 
But  a  few  big  investors  aren't  worri©  ^  ^' 
One  bull  is  money  manager  E  aal 
Heubner,  president  of  Chestnut  Hi  l 
Management,  which  owns  some  2%  ( 
Columbia  stock.  He  sees  1993  earning* 
of  75$  a  share.  Says  Heubner:  "If  tl 
deal  with  Warner-Lambert  gets  goir 
fast,  Columbia  could  earn  $1  in  1994 

Columbia  has  signed  five  marketirliiliati 
agreements — one  with  Warner-Laririji? 
bert  for  its  patented  "bioadhesive"  syjl- 
tem  of  delivering  drugs  to  mucos 
parts  of  the  body,  such  as  the  moutj 
stomach,  vagina,  or  rectum.  War: 
Lambert  has  exclusive  market! 
rights  in  the  U.  S.  and  Canada  to 
lumbia's  Replens,  a  nonhormonal  pro 
uct  that  treats  vaginal  dryness,  a  co 
dition    common    primarily  amor 
postmenopausal  women.  Replens  ' 
also  being  sold  in  Europe. 

But  some  pros  are  betting  that  Ci 
lumbia's  big  hit  will  be  its  spermicidj 
which  is  expected  to  have  substanti 
advantages  over  existing  contrace 
fives  in  efficacy  and  duration.  Colui 
bia  says  its  product  will  be  effective  i 
to  24  hours.  Says  Heubner:  "The  spe 
micide,  to  be  marketed  next  year,  hj 
the  potential  to  be  Columbia's  bled 
buster  product." 


loir 
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ita  Air  Lines'  global  strategy. 

id  how  Columbia  Executive  Programs  became  part  of  it. 


nversation  with  Vicki  B.  Escarra, 
m  Manager,  In-Fligbt  Service, 
\  Air  Lines 

ow  do  Columbia's  senior-level 
utive  programs  fit  in  with 
I's  objectives? 

elta's  objective  is  to  become  a 
r  global  airline.  But  we  want  to 
:rve  our  company  culture  as  an 
e  that  cares  for  its  people  and 
lotes  from  within.  In  a  time  of 
^cedented  change,  if  you  don't 
in  many  managers  from  outside, 
leed  to  bring  in  new  ideas.  The 
ion  to  invest  in  executive 
ation  followed.  It  became  a  vital 
Df  our  game  plan. 

ow  was  the  program  useful 
imely? 

St  at  the  point  in  my  career 
1 1  needed  an  international 
)ective,  I  found  myself  studying 
;side  talented  executives  from  all 
the  world.  For  four  weeks,  away 
daily  pressures,  I  could  test  new 
,  draw  original  conclusions.  In  a 
>nal  case  study,  I  could,  without 
f^ormulate  strategies  our  company 
't  tried  before.  Several  of  those 
are  now  being  implemented  by 

hat,  specifically,  did  you  take 

7 

le  section  on  Managing  Innova- 
md  Change  was  of  tremendous 
.  The  main  lesson:  when  you 
to  manage  change  as  large,  for 
ice,  as  Delta's  acquisition  of  Pan 
assets,  you  have  to  go  in  quickly 
ct  decisively.  Get  all  the  informa- 
'ou  need.  Simplify  it.  Chart  a 
e  in  one  clear  direction.  When 
;o  global,  you  must  manage  with 
nsight  and  vision, 
ing  global  also  means  developing 
Dility  to  manage  culmral  diversity, 
ot  that  at  Columbia,  too. 


The  segment  on  leadership  was 
very  useful:  when  to  make  decisions 
as  a  group,  when  to  make  them  on 
your  own.  How  to  get  people  to  buy 
into  a  plan  by  listening  to  them  and 
involving  them  in  the  plan's 
implementation. 

You  take  away  much  more  than 
you  realize.  On  the  job,  ideas  come 
back  to  you  —  a  participant's  com- 
ment, a  professor's  reply,  a  reading 
on  finance  or  marketing  —  the  ideas 
seem  to  surface  just  when  they're 
needed.  The  benefits  are  immediate... 
and  they're  long  temi,  too. 

Q.  Would  you  recommend  the 
program? 

A.  I've  talked  with  people  who  have 
attended  other  executive  programs, 
and  I'm  convinced  that  when  it 
comes  to  an  overall  executive 
program  on  general  management, 
managing  and  effecting  change  and 
strategic  planning,  Columbia's 
program  is  the  best. 


Programs  for  executives 
at  the  highest  levels  of 
management 

Executive  Program  in  Business 
Administration  (EPBA): 
Managing  The  Enterprise 

May  31 -June  26 
August  2-28 

Executive  Program  in 
international  Management  (EPIM): 
Managing  for  Global  Success 

October  4-30 

Programs  are  held  at  Arden  House, 
Columbia's  mountaintop  conference 
center  north  of  New  York  City. 

For  a  catalogue,  fax  or  mail  the  coupon. 
Or  call  (212)  854-3395  ext.  404. 

Columbia  Executive  Programs 

324  Uris  Hall,  Columbia  University, 
Dept.  404,  New  York,  NY  10027 
Fax  (212)  316-1473 


Name_ 
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Country  _ 
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@ 


COLUMBIA 
BUSINESS 
SCHOOL 


nformation  Processini 


TELECOMMUNICATIONS  I 


THE  DEALS  ARE  GOOD, 
BUT  THE  DIAL  TOHE  ISN'T 


Rewiring  Latiii  America's  decrepit  phones  will  be  quite  a  job 


1 


fgentina's  "Spidermen"  dressed 
in  black  and  prowled  by  night, 
like  cat  burglars.  For  a  price, 
they  would  scale  a  wall,  cut  loose  a 
phone  line,  and  run  it  through  alleys,  up 
your  wall,  and  into  your  phone.  When 
the  government  put  the  phone  company 
on  the  block  in  1990,  the  "hombres  de 
arana"  were  a  force  to  be  reckoned  with. 
They  offered  overnight 
service  in  a  country 
where  people  often 
waited  five  years  for  a 
phone.  Of  course,  for 
each  satisfied  Spider- 
man  client,  there  was  a 
loser  who  picked  up  the 
phone  the  next  day  and 
heard  dead  air. 

Sound  like  a  conge- 
nial place  to  run  a 
phone  company?  The 
Spanish,  Italian,  and 
French  national  tele- 
phone companies,  along 
with  Citicorp  and  J.  P. 
Morgan  &  Co.,  think  so. 
When  Argentina  split 
state-owned  Entel  into 
two  companies,  Telecom 
and  Telefonica,  those 
foreign  investors  creat- 
ed consortiums  that 
bought  majority  control 
of  the  new  entities  for  a 
combined  $650  million. 
What  a  bargain:  The 
companies'  combined 
value,  based  on  prices 
for  minority  shares 
since  sold  by  the  gov- 
ernment, has  soared  to 
more  than  $9  billion. 

Nearly  overnight, 
Latin  America  has  be- 
come a  telephone-indus- 
try bonanza.  These 
booming  economies  des- 
perately -need  better 
phone  service  to  accom- 
modate growth.  And 
governments,  recogniz- 
ing they  can't  do  the  job 
themselves,  are  selling 
their  phone  companies 


on  terms  that  allow  buyers  to  earn 
healthy  returns. 

Last  year — its  first  as  a  private  com- 
pany— Telefonos  de  Mexico  (Telmex) 
racked  up  $2.3  billion  in  profits  on  reve- 
nues of  $5.4  billion.  "God  doesn't  allow 
such  profits,"  marvels  a  U.  S.  consultant 
to  the  company.  But  governments,  not 
the  Almighty,  are  promoting  such  re- 


BUYING  INTO  LATIN  AMERICA'S  PHONE  MARKET 


Company/Year 

Buyers 

Price 

COMPANIA 
DE  TELEFONOS 
DE  CHILE  1990 

Spain's  Telefonica  bought  controlling 
stake  from  group  headed  by  Australian  in- 
vestor Alan  Bond 

$388  million 

ENTEL, 

ARGENTINA  1990 

Groups  headed  by  Spain's  Telefonica  and 
Italy's  STET  bought  majority  shares  after 
split  into  two  companies 

$650  million 
plus  assump- 
tion of  debt 

TELEFONOS 
DE  MEXICO  1990 

Group  including  Mexican  investor  Carlos 
Slim,  France  Telecom,  and  Southv/estern 
Bell  bought  controlling  share 

$1.76  billion 

CANTV, 

VENEZUELA  1991 

Group  led  by  GTE,  Spain's  Telefonica, 
and  AT&T  bought  controlling  share 

$1.9  billion 

DATA:  BW 

turns  by  granting  monopolies  of  4  ye, 
to  10  years  so  the  companies  can 
up  their  networks  before  they  face  c 
petition.  A  $10,000  investment  in  T 
fonos  de  Mexico  six  years  ago  is  i 
worth  roughly  $300,000. 
MUSEUM  PIECES.  Whether  the  next  b 
dozen  years  will  be  as  profitable  for 
vestors  is  a  matter  of  intense  debate 
Wall  Street.  Salomon  Brothers  Inc.  i 
lyst  Stephanie  Georges,  pointing  to  ( 
tinued  growth  and  receding  inflatioi 
the  region,  says  Latin  American  ph 
companies  should  blossom.  "Telecon 
infrastructure,  so  it's  the  cleanest  j  A 
on  the  local  economy,"  she  says, 
favorable  economic  conditions 
won't  keep  phone-company  shares 
their  upward  climb.  To  do  that,  the  : 
owners  of  phone  companies  must  fi 
ion  the  real  miracle:  making  Latin  Ar 
ican  phones  work. 

It's  a  long,  costly 
In  spite  of  careful  si  !IIPI 
tiny,  buyers  have  b 
taken  aback  by  the 
crepitude  of  the  i 
works  they  inheritedpri 
Mexico,  many  ph* 
lines  running  under 


Last 


capital  are 
gnawed  bare 


m 
beftto 

by  r 

The  new  owners  in  Bs 
gentina      discove  urity 
switches  that  belong 
museums,  one  dat 
from     1913.  "Ei 
hadn't  invested  a  pe; 
for  the  last  8  to 
years.  There  were  n( 
agrams   of  the 
work,"  says  Telec 
spokesman  Giulio  Se 
In  Venezuela,  fully 
million  lines  are 
even  soldered  prop( 
into    switches.  T 
leads  to  eerie  howls 
deafening  crashes 
the  line. 

Even  with  mono  «^ 
lies,  the  phone  con 
nies  can't  simply  n 
rates  to  pay  for 
gear.  Customers  w< 
stand  for  it.  Aires 
Chile's  phone  comp 
has  been  accused 
profiteering  by  hik 
rates.  Telmex  di 
howls  when  it  rai 
rates  16%  last  Dec 
ber.  National  Consul 
Council  Director 
fredo  Baranda,  who 
the  old  Telmex,  s 
the  new  owners  she 
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'more  ol'  the  consumer  and  less  of 

Dorp,  finds  itself  in  a  particularly 
spot.  Last  February,  two  months 
GTE-led  consortium  completed  the 
se  of  a  controlling  interest  in  Ven- 
s  CANTV,  the  military  attempted  a 
■Jow,  even  though  the  phone  com- 
eeds  to  raise  rates  to  help  pay  for 
lization,  it  has  delayed  an  Apr.  1 
e  indefinitely,  partly  out  of  fear 
could  spark  more  civil  unrest, 
iwhile,  the  phone  companies  must 
o  costly  government  timetables 
)roving  and  expanding  service.  If 
all  short,  the  governments  can 
le  doors  to  competition  ahead  of 
le.  Telmex,  for  example,  must  in- 
.5  billion  from  1991  through  1993 
sase  the  number  of  lines  by  12% 
ir  and  link  up  8,000  rural  commu- 
Last  year,  the  company  invested 
lion.  It  met  expansion  targets  but 
in  improving  service.  Mexican 
continue  to  be  out  for  weeks  at 

EXPECTATIONS.  Phone  executives 
their  progress  to  date.  They  have 
of  obstacles,  including  strong  la- 
ions  and  iffy  mail  systems  for 
[  bills.  And  they  must  do  business 
e  same  miserable  systems  they're 
:o  fix.  "It  took  a  long  time  for  the 
to  get  this  bad,"  says  John  H. 
iry  III,  president  of  Southwest- 
ll's  International  Holdings  Corp., 
'ity  owner  of  Telmex. 

but  long-suffering  customers 
in  led  to  expect  more.  "They  will 
lever,  and  it  will  get  better,"  Fi- 
Under  Secretary  Jacques  Rogo- 
iredicted  last  August.  Now  Rogo- 
who  presided  over  the  Telmex 
lys  the  company  has  been  hin- 
y  difficulties  such  as  heavy  rains 
nm.er  and  new  antipollution  rules 
ike  it  more  difficult  to  dig  up  the 
to  lay  cable. 

of  those  concerns  is  deterring 
rs  looking  for  the  next  Telmex. 
itest  favorite  is  Brazil's  Telebras, 
^gest  phone  company  in  Latin 
a,  which  is  likely  to  sell  off  a 
y  stake  in  the  next  two  years, 
y  shares  in  the  government-con- 
company  have  ballooned  twelve- 

the  past  year.  Yet  Salomon 
•s'  Georges  says  Telebras  is  still 
at  only  one-sixth  the  price  of  Tel- 
ased  on  the  market  value  per 
ine  in  service. 

■  Brazil,  no  big  phone  companies 
left  to  sell  off.  Then  investors 
ve  to  start  scrutinizing  the  real 
nd  rewards  of  the  campaign  to 
itin  America.  This  is  one  battle 
ily  will  be  decided  in  the  trenches. 
Mary  Farquharson  in  Mexico  City 
ri  Smith  in  Rio  de  Janeiro,  with 
arters  in  Caracas 


De  Beers 


THE  DIAMOND  ANNIVERSARY  BAND. 

Wketker  it  's  your  1st,  5tli  or  lOtk  anniversary,  tkis  year, 
tell  ker  you'd  marry  ker  all  over  again. 

A  diamond  is  foreven 

Stone's  •  Daniel's  •  Pre  J  Meyer 

S    :^  Suggested  retail  price  for  ring  $1,499.  For  more  information,  call  Feature  at  800  227-1827, 


Lotte,  The  VIFs  Choice 


"The  service 
mainly.  It's 
impeccable." 


Member  in  Seoul,  Korea 
HOTEL  LOTTE  ^1 


We're  pleased  that  a  good  and  growing jiumber  of  our  guests 
come  back  to  stay  with  us- 

Why'  As  Mr  Moore  of  Asia  Pacific  Marketing,  explains, 
it's  the  "impeccable  service  "  they  appreciate  most 
"Discrete  and  unobtrusive,"  in  Mr.  Moore's  words. 
While  the  reasons  vary  from  one  return  guest  to  the  next, 
they  all  share  an  uncompromising  taste  for  excellence 
And  at  Lotte  they  find  excellence  in  service  and  facilities. 
Shouldn't  the  Lotte  be  vour  hotel  in  Seoul? 


For  Reurvatlons:  New  Yotk:  (201)  944-1117.  Toll  Free  800-22  LOTTE.  LA:  (310)  540-7010,  Toll  Free  800-24  LOTTE.  London  (071)  323-3712/4 
Hotel  Lotte:  CPO,  Box  3600  Seoul,  Tel:  (02)  771-1000,  Telex  LOTTEHO  K23533/4,  Fax:  (02)  752-3758,  Cable:  HCfTELOTTE 
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STORE  OWNER  PIGNATELLI:  AFTER  TESTING  OS/2  FOR  IBM,  HE  WON'T  SELL  ANYTHING  ELSE 


IBM  TAKES  ANOTHER  CRACK 
AT  MICROSOFT'S  WINDOWS 


It's  relying  on  friendly  users  to  help  it  build  a  better  OS/2 


Tucked  away  in  a  cobblestone  court- 
yard off  the  main  street  in  Litch- 
field, Conn.,  sits  the  Corner  Store, 
a  decidedly  upscale  general  store.  Cater- 
ing to  the  town's  8,000  residents  and  the 
well-heeled  visitors  who  weekend  in  the 
region,  it  stocks  everything  from  classi- 
cal compact  disks  to  personal  computers 
and  antique  toy  soldiers.  And,  oh  yes, 
it's  also  a  software  testing  lab  for  IBM. 

Paul  Pignatelli,  the  store's  owner  and 
a  former  researcher  at  AT&T  Bell  Lab- 
oratories, is  one  of  about  200,000  IBM 
customers  at  30,000  companies  who  are 
helping  the  computer  giant  shake  the 
bugs  out  of  a  critical  new  release  of  a 
program  called  OS/2.  It's  the  biggest 
customer  test  ever  in  PC  software — and 
a  remarkable  change  for  Big  Blue. 
While  other  software  makers  have  rou- 
tinely distributed  "beta"  or  prerelease 
versions  of  products  to  outside  testers, 
IBM  usually  relied  on  employees  to  find 
glitches.  "We  needed  feedback  and  clos- 
er ties  with  our  customers,"  says  Tom 
Steele,  director  of  the  400-programmer 
Boca  Raton  (Fla.)  center  responsible  for 
the  new  OS/2  version  2.0. 

This  time,  IBM  needs  to  get  it  right. 
"IBM  has  one  last  chance  to  make  OS/2  a 
success,"  says  J.  Paul  Grayson,  presi- 
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dent  of  Micrografx  Inc.,  which  is  writing 
part  of  the  program.  IBM  has  spent  five 
years  and  an  estimated  $1  billion  to  de- 
velop OS/2  and  sell  it  as  the  industrial- 
strength  replacement  for  Microsoft 
Corp.'s  MS-DOS  program,  the  11-year-old 
operating  system — or  basic  control  pro- 
gram— for  IBM-compatible  PCs.  But  only 
about  1  million  copies  have  been  sold.  By 
contrast,  since  breaking  off  its  partner- 
ship with  IBM  in  1990,  Microsoft  has 
gone  on  to  sell  10  million  copies  of  Win- 
dows, a  graphics  program  that  gives  MS- 
DOS  an  easy-to-use  "look  and  feel." 

The  new  version  of  OS/2,  scheduled 
for  shipment  on  Mar.  31,  should  help 
overcome  problems  of  earlier  versions, 


THE  OS/2  LESSON 

►  Bugs  are  most  effectively  spotted  by 
customers,  not  programmers 

►  Testers  wonted  a  better  "user  interface" 

►  Computer  programs  are  best  developed 
in  one  location,  not  in  several  as  IBM  hod 
done  with  earlier  OS/2  versions 

►  Small  teams  of  programmers  are  more 
productive  than  large  groups 


including  the  inability  to  run  MS-DOS  pi 
grams  easily.  "We  set  out  to  build  it  ii: 
way  that  was  a  lot  different  from  \)<. 
past,"  says  Steele.  Through  thousarj 
of  phone  calls  and  electronic-mail 
sages  from  participants  in  the  six-mo: 
"Early  Experience  Program,"  IBM  qui 
ly  learned  of  the  bugs  in  its  2  million-] 
program.  Participants  had  hundreds 
PC  brands  running  thousands  of  appli 
tions,  so  they  found  glitches  IBM  ne' 
would  have. 

KEY  EXCHANGE.  IBM  marketers  also  pi 
close  attention.  After  posting  sugg 
tions  on  a  special  IBM  electronic  bulle 
board,  Pignatelli  got  a  call  from  an  I  " 
marketing  executive.  "I  was  surprised 
get  approached  by  one  of  the  honchos 
IBM,"  Pignatelh  says.  Eventually,  an  I 
representative  visited  his  store. 

Customer  feedback  persuaded  I  i"''^ 
Blue  to  make  a  key  change:  replaci 
the  old  Windows-like  graphics  with 
new  "user  interface"  that  permits  peoj 
to  "drag  and  drop"  graphical  icons— li|? 
on  the  Macintosh.  The  decision 
made  after  IBM  designers  watched  o 
puter  users  at  work  in  IBM's  Usabilj 
Laboratory  in  Boca  Raton.  As  a  resil 
the  improved  interface  is  "based  on  r 
rect  user  feedback  and  suggestion* 
says  John  0.  Dunkle,  a  consultant  a| 
OS/2  product  tester  with  WorkGrolf'  •  i 
Technologies  Inc.  in  Hampton,  N.  H.  A 
other  OS/2  tester,  Jim  Gilliland,  manij--  'Js 
er  of  tax  systems  at  BP  America  Irjj; 
says  the  new  interface  persuaded  himll'  i 
outfit  everyone  on  his  150-computer  np- 
work  with  OS/2  by  1993.  "I  find  it  quf 
pleasing,"  he  says.  \'  lii 

Even  with  a  new.  user-friendly  fajij-i. 
OS/2's  fate  is  uncertain.  Analysts  efea 
mate  that  IBM  will  sell  from  2  millionk"  -jp 
4  million  copies  this  year.  That's  grffi 
compared  with  older  versions  of  OSi  at 
but  pales  in  comparison  with  Windovi,  .w 
which  is  selling  at  a  rate  of  1  millii  ;  c 
copies  a  month.  OS/2  remains  a  complC  '  :: 
program  that  requires  about  six  me||iPENi 
bytes  of  computer  memory — compaqlr 
with  just  two  megabytes  for  Windovi."  j 
So  it's  unlikely  to  find  a  mass  mark; : 
Still,  IBM  hopes  the  program  will  cai  ; ; 
on  in  its  key  market:  big  corporatic? 
that  want  the  most  sophisticated  sc"~ 
ware  for  PCs  and  networks.  i 

There's  another  place  where  OSi  >i 
might  nudge  Windows  aside.  At  the  C- 
ner  Store,   Litchfield's  sole  compu" . 
shop,  the  only  operating  system  sold?  j 
OS/2.  Like  his  other  wares,  says  Pigi." 
telli,  it's  the  best.  Thanks  to  his  " 
forts — including  giving  copies  to  ?  1 
daughter's  school — "here  in  Litchfie:  . 
everybody  knows  about  OS/2,"  he  s&i  ■ 
Today  Litchfield,  tomorrow  the  worldK 

By  Eivn  I.  Schwart:,  with  Paul  M.  E\ 
in  New  Yorix 
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AL  COMPUTERS  I 


»C  BOOM 

JAPAN'S  CLASSROOMS 


)f  computer  illiteracy  has  sparked  a  buying  spree 


a  technologically  advanced  coun- 
1,  Japan  is  remarkably  backward 
len  it  comes  to  computers.  Even 
personal  computers  remain  a 
?  to  many  Japanese  managers. 

Japan's  classrooms,  there  are 
,000  computers  for  20  million  pu- 
at's  one  computer  for  every  80 
3,  compared  with  one  for  every 
le  U.  S.,  according  to  market  re- 
r  Quality  Education  Data  Inc. 
ied  that  computer  phobia  will  be- 
competitive  liability,  Japan  is  go- 
a  school-computer  buying  spree, 
a  five-year  program  begun  in 
e  Education  Minis- 
lending  more  than 
Jlion  to  help  local 

districts  install 

PCs  in  rural  and 
in  schools.  Local 
nents  will  cough 
;e  that  sum,  and 
iities  such  as  To- 
I  Osaka  have  their 
ibitious  plans.  The 
lb  for  computers 
ftware  could  top 
ion,  estimates  NEC 
This  will  be  good 
m,"  declares  Hiro- 
lugawa,  chief  cur- 
supervisor  for  the 
Metropolitan  Board 
cation.  "We're  al- 
advanced  in  sci- 
nd  computers  will 
e  it." 

PENDERS.  While 
ans  have  made 
s  in  the  Japanese 
■ket — both  Apple 
er  Inc.  and  IBM 
a    7%  market 


ROM-based  electronic  encyclopedias  of 
ornithology,  botany,  and  astronomy, 
which  list  for  $60  to  $227,  helped  Fujitsu 
sell  20,000  FM  TOWNS  machines  to  schools 
last  year.  That,  and  7,000  conventional 
PCs,  gave  Fujitsu  427^  of  the  school  mar- 
ket, .says  Fujitsu  educational  sales  man- 
ager Yukitada  Usuku.  The  plan  is  a  di- 
rect copy  of  Apple's  strategy  for  Apple 
II  in  the  U.  S.  "If  you  can  get  PCs  into 
the  schools,"  says  Usuku,  "you  can  get 
them  into  the  homes." 

American  PC  makers  say  they  would 
like  a  piece  of  the  action,  too,  but  seem 
unlikely  to  get  much.  The  U.  S.  suppliers 


ager.  Goto  is  trying  to  persuade  Apple 
headquarters  to  take  extraordinary  mea- 
sures, including  donating  computers,  to 
get  a  foot  in  the  door. 

Long  term,  the  big  hurdle  for  the 
Americans  may  be  their  anemic  distribu- 
tion. Apple  has  only  48  dealers  in  Japan, 
plus  1,700  resellers,  compared  with  9,000 
NEC  outlets — including  300  stores  that 
sell  only  computers.  Fujitsu  has  92 
branch  offices  with  education  specialists. 
GET  'EM  EARLY.  IBM's  tack  has  been  to 
use  software  as  an  entree  to  schools. 
Last  December,  it  released  low-priced 
math  and  data-base  packages  for  sec- 
ondary schools  that  run  on  either  IBM 
PCs  or  the  incompatible  NEC  hardware.  It 
was  the  first  time  IB.M  tailored  PC  soft- 
ware to  a  rival's  system.  Since  1990,  IBM 
has  also  donated  dozens  of  PCs  to  test 
programs  in  schools. 

For  all  the  suppliers,  Japan's  educa- 
tion market  has  less  to  do  with  fattening 
today's  bottom  line  than  with  creating 
future  customers.  Consider  the  scene  at 
Tokyo's  Nishi  Rokugo  public  elementary 
school,  near  Kawasaki.  With  20  Fujitsu 


DESKTOP  ABCs:  JAPAN  HAS  ONE  COMPUTER  FOR  EVERY  80  STUDENTS,  VS.  ONE  FOR  EVERY  20  IN  THE  U.S. 


the  school  market  is  shaping  up 
as  a  contest  for  Japanese  suppli- 
3  front-runner  is  NEC,  which  had 
Japan's  PC  market  last  year,  ac- 
to  Dataquest  Inc.  To  keep  a  sim- 
re  in  education,  NEC  has  opened  a 
■  school  for  teachers  and  offers 
eekly  software  seminars, 
sole  serious  challenger  so  far  is 
Ltd.  It  has  only  <oJo  of  the  PC 
but  is  spending  heavily  to  build  a 
ig  for  FM  TOWNS,  a  PC  that  uses 
optical  disks  to  present  a  lively 
lata,  text,  sound,  and  images.  CD- 


say  the  government  guidelines  treat 
non-Japanese  suppliers  fairly.  But  con- 
servative teachers  and  school  boards  in- 
stinctively go  with  the  market  leaders, 
who  happen  to  be  Japanese. 

So  far,  the  biggest  hang-up  for  Ameri- 
cans has  been  price.  The  Japanese  are 
willing  to  cut  prices — even  more  drasti- 
cally than  the  Americans  have  at 
home — to  win  deals.  For  a  recent  bid  in 
Osaka,  the  winner  lopped  74%  off  the 
retail  price.  Apple  wouldn't  go  that  low. 
"There  are  limits,"  says  Tatsuo  Goto, 
Apple  Japan's  education  marketing  man- 


FM  TOWNS  lined  up  in  front  of  him,  38- 
year-old  Kenkichi  Mochizuki  teaches  his 
third-grade  class  to  write  and  edit  simple 
compositions  and  illustrate  them  with  an 
electronic  painting  program.  "These  chil- 
dren feel  tremendous  satisfaction,"  he 
says.  "They  approach  the  whole  thing  as 
a  game.  If  they  can  keep  that  spirit, 
they  won't  ever  grow  to  dislike  the  tech- 
nology." And,  Fujitsu  is  betting,  if  they 
keep  that  spirit,  they'll  get  their  par- 
ents— and  one  day  their  bosses — to  buy 
Fujitsu  computers. 

By  Neil  Gross  in  Tokyo 
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SOFTWARE  THAT  CAN  DETHRONE 
'COMPUTER  TYRANNY' 


U.S.  companies  are  trying  to  catch  up  to  Japan's  ability  to  get  macliines  working  more  like  people 


For  u  time,  it  looked  as  if  fuzzy  logic 
would  i)ass  America  by — to  the  det- 
riment of  U.  S.  competitiveness. 
The  Japanese  have  spent  five  years 
cranking  out  innovative  "smart"  prod- 
ucts, from  subway  trains  to  camcorders, 
that  rely  on  this  arcane  branch  of  mathe- 
matics. With  new  "fuzzy"  automatic 
transmissions,  Japanese  cars 
shift  with  unrivaled  smooth- 
ness. Fuzzy  elevators  in  Tokyo 
whisk  people  up  and  down 
more  quickly.  Japanese  brokers 
even  use  fuzzy  logic  in  stock- 
trading  programs  that,  accord- 
ing to  Wall  Street  rumors, 
have  outperformed  American 
software.  Most  U.  S.  compa- 
nies, meanwhile,  have  scoffed 
at  this  technique,  known  for- 
mally as  fuzzy-set  theory. 

No  more.  Now,  fuzzy  logic 
is  about  to  appear  in  scores 
of  American-made  products. 
Some,  such  as  an  elevator-di.s- 
patch  system  coming  this  fall 
from  Otis  Elevator  Co.,  are 
a  response  to  stiff  Japa- 
nese competition.  Others, 
such  as  Allen-Bradley  Co.'s 
new  controllers  for  shop- 
floor  manufacturing,  stem 
from  the  discovery  that 
fuzzy  logic  can  sometimes 
produce  better  accuracy 
and  reproducibility — and 
therefore  quality — than  tra- 
ditional techniques.  "We 
may  be  five  years  behind," 
says  Piero  P.  Bonissone,  a 
computer  scientist  at  General 
Electric  ("o.'s  research-and-de- 
velopment  center,  "but  at  least 
we've  gotten  started." 
'FREEWARE.'  To  Spur  the  trend, 
chii^maker  Motorola  Inc.  has 
just  begun  selling  a  software- 
development  system,  created  by  Ap- 
troni.x  Inc.,  (box),  to  help  engineers  de- 
sign fuzzy-logic  products.  In  June, 
Motorola  will  roll  out  a  computer-based 
education  program  to  teach  customers  to 
write  fuzzy-logic  software.  And  it  is 
working  on  special  microchips  that  have 
fuzzy  logic  embedded  in  the  circuitry. 


similar  to  the  pioneering  chips  intro- 
duced three  years  ago  by  Togai  Infra- 
Logic  Inc.,  an  Irvine  (Calif.)  startup  with 
many  Japanese  customers. 

Motorola's  passion  for  fuzziness  also 
takes  a  cue  from  Japan:  The  company 
discovered  that  Sony  Corp.  and  Canon 
Inc.  were  using  its  standard  chips,  plus 


Lai 

a  11 


FUZZY  LOGIC:  HOW  IT  WORKS 


o  W  SO' 
^sj^  I/O. 


Fuzzy  logic  is  a  form  ol  math  that  lets  compu 
ters  deal  with  shades  of  gray.  Here's  a 
simpiilied  example  of  a  thermostat  con- 
trolling a  heater  fan.  A  conventional 
thermostat  acts  as  an  on-off  switch.  Set 
it  at  68.  When  the  temperature  falls  be- 
low 66,  the  heater  fan  kicks  on.  At  70,  it 
shuts  off.  So  the  room  is  alternately  too  warm  or  too  cool 

A  FUZZY-LOGIC  THERMOSTAT  does  o  more  complex  calculation. 
Software  written  into  its  microchip  looks  at  temperature  as  a  series 
of  overlapping  ranges.  The  controller  is  also  programmed  with 
if-then  rules  that  tell  the  continuously  variable-speed  fan  how  fast 
to  run.  If  the  temperature  range  is  low,  the  speed  is  high  (below). 


RELATIVE  WEIGHTING  % 
▼  100 


THEN.. 

FAN 

SPEED  ► 

(KPMI 


HIGH 

100-50 


MEDIUM 

RPM 


LOW 

40-5 


OFF 

10-0 


At  68,  the  thermostat  would  see  the  temperature  as  50%  cool  and 
1 5%  warm.  By  applying  this  relative  weighting,  it  would  calculate 
a  fan  setting  of  50%  medium  and  1  5%  low— a  speed  of  44  rpm.  If 
the  temperature  changes,  the  fan  would  adjust  instantly  to  keep  the 
room  at  a  constant  temperature 

DATA.  BW 


fuzzy  logic,  to  add  superior  auto-focus 
features  to  camcorders.  So  Motorola  de- 
cided to  test  the  waters  in  the  U.  S.  It 
wrote  a  simple  fuzzy-logic  program  and, 
last  November,  listed  it  on  the  compa- 
ny's electronic  bulletin  board,  which  con- 
tains dozens  of  programs  that  customers 
can  download  for  the  price  of  a  phone 


call.  The  fuzzy  one  quickly  became  M.  'ii* 
torola's  most  popular  "freeware"  eve|. 

Steven  C.  Marsh,  director  of  stratej 
operations  at  Motorola's  microcontrol 
division  in  Austin,  Tex.,  interprets  tl 
as  proof  that  U.  S.  engineers  are  fee 
the  heat  of  Japan's  innovations.  "Soi 
times  you  have  to  hit  Auiericans  on 
head  to  get  their  attention," 
says.  "But  now,  it's  clear  to  itui^ 
that  by  1995  half  of  everythilnat  i 
we  ship  worldwide  will  u  I'i 
fuzzy  logic."  ,  -.i 

EASY  OVERLAP.  Despite  i« 
name,  fuzzy  logic  uses  crilloe}', 
mathematical  methods  to  dis'to 
with  approximations — such  li  Ki 
most,  many,  few,  and  slig|(-.t;ffl 
ly — by  assigning  specific  nutr 
bers  to  clusters  of  overlappi!;. 
gradations,  or  sets.  It  was  t|[ — 
1965  brainchild  of  Russian-bop 
Lotfi  A.  Zadeh,  who  retired  hji 
year  as  a  professor  of  compfi 
er  science  at  the  University 
California  at  Berkeley.  "Clas 
cal  logic  represents  an  atte: 
to  formalize  human  reason! 
and  make  it  more  precise,"  i 
deh  savs.  "Fuzzy  logic  acce 
the  fact  that  99.97'  of  humj 
reasoning  is  not  precise,  am 
tries  to  conform  to  it."  Fuz| 
logic  thus  promises  to  e 
"computer  tyranny."  Rath| 
than  forcing  people  to  adaptir  r,. 
the  way  computers  work,  it  iiji^,  \ 
hues  products  with  what  ZaJkjiQf) 
terms  "machine  IQ"  so 
can  better  accommodate 
man  foibles. 

For  the  Japanese,  this  h|ji,tj 
proved  invaluable  for  getti 
products  out  faster.  Softwa 
typically  the  main  bottleneck.; 
any  new-product  project 
longer  requires  programm(|i 
to  foresee  all  eventualities  in  excrucif. 
ing  detail  and  encode  the  proper  p. 
spouses  in  a  maze  of  equations.  Inste;|!v 
problems  can  be  solved  with  a  few  ru,|(- 
written  in  everyday  terms.  j 
Example:  Who  is  tall?  To  answer  tlf 
with  the  yes/no,  or  binary,  logic  of  difi. 
tal  computers,  each  height  must  be  ( 
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or  not.  If  you  decide  that  tall 
it  72  inches,  you  exclude  71.9 
But  in  real  life,  tallness  is  rela- 
long  hasketball  players,  72  inch- 
jrt.  With  fuzzy  logic,  the  .set  of 
lie  can  overlap  the  not-tall.  Thus, 
s  can  be  tall  in  one  situation  but 
mother.  Binary  logic  can  cope 
h  anomalies,  too — but  not  easily. 
U.  S.  companies  are  seeing  the 
of  this  approach.  Ford  Motor 

instance,  challenged  an  engi- 
team  to  apply  fuzzy  logic  to  con- 
at  keep  a  car's  engine  idling 
y  under  changing  conditions, 
when  the  air-conditioning  kicks 
toplight.  A  month  later,  the  pro- 
is  ready.  With  binary  logic,  an- 
im  took  three  months. 

Last  year.  Southwestern  Bell 
ent  many  months  trying  to  im- 
n  information-retrieval  system 
irches  for  keywords  in  data 
tie  programming  problem  was  to 
ling  up  unwanted  citations.  "We 
lat  marine  biologists  were  get- 
of  articles  about  the  Miami  Dol- 
aotes  Jackson  Tung,  Southwes- 
irector  of  information-services 
gy.  Finally,  Tang  hired  a  fuzzy 
vho  modified  the  software  so  it 
onsider  not  just  keywords  but 
r  context. 

I  Technologies  Corp.'s  Otis  Ele- 
it  had  a  more  urgent  problem.  It 


needed  to  match  Hitachi,  Mitsubishi,  and 
Toshiba,  which  already  have  elevators 
that  reduce  waiting  time.  They  use  fuz- 
zy-logic controls  that  respond  on  the  fly 
to  changing  demands.  "Our  motivation 
was  primarily  competitive,"  says  Siddiq 
A.  Sattar,  senior  vice-president.  "But 
once  we  looked  at  it,  we  concluded  that, 
for  dealing  with  uncertainties,  fuzzy  log- 
ic offers  significant  benefits." 


MARKETING  EXECUTIVES 
WORRY  THAT  CONSUMERS 
WILL  CONFUSE  FUZZY  LOGIC 

WITH  FUZZY  THINKING 


GE  is  pushing  to  use  fuzzy  logic  to 
regulate  jet-aircraft  engines,  save  water 
in  home  appliances,  and  drive  200-ton 
rollers  in  steel  mills.  Appliance  controls 
will  be  first,  says  GE's  Bonissone,  be- 
cause "it  takes  a  shorter  time  to  imple- 
ment them,  and  there's  a  faster  payoff." 
DISCOURAGING  WORD.  U.  S.  converts 
probably  won't  brag  about  their  fuzzy 
features.  "In  Japan,  'fuzzy'  has  achieved 
a  fad  status  that  helps  sales,"  says  Ger- 
ald A.  Eisenbrandt,  a  staff  engineer  at 
Whirlpool  Corp.,  which  uses  fuzzy  logic 
to  regulate  defrost  cycles  in  its  latest 


refrigerator.  That's  partly  because  in 
Japanese  the  word  "fuzzy"  doesn't  carry 
a  disparaging  connotation.  There's  no 
contradiction  in  fuzzy  lenses  that  im- 
prove the  focus  of  camcorders. 

In  the  U.  S.,  however,  marketing  exec- 
utives worry  that  fuzzy  logic  might  be 
confused  with  fuzzy  thinking — especially 
since  some  computer  scientists  insist 
that  the  two  are  synonymous.  Ford  is 
therefore  reluctant  to  jeopardize  the  im- 
age of  a  new  cruise  control  that  the 
company  hopes  will  use  fuzzy  logic  not 
only  to  maintain  a  car's  speed  more  ac- 
curately but  also  to  brake  automatically 
should  the  car  get  too  close  to  another. 

Despite  the  remaining  pockets  of 
skepticism,  fuzzy  logic's  newfound  popu- 
larity is  a  sweet  victory  for  Zadeh.  Like 
other  leading  American  thinkers,  nota- 
bly quality  gurus  W.  Edwards  Deming 
and  J.  M.  Juran,  Zadeh  is  accustomed  to 
being  revered  in  Japan  but  ignored  at 
home.  That  began  to  change  in  mid- 
March,  when  San  Diego  hosted  the  first 
fuzzy-logic  conference  organized  by  the 
prestigious  Institute  of  Electrical  & 
Electronics  Engineers.  Zadeh  was  the 
keynote  speaker  and  found  himself  be- 
sieged by  TV  reporters  as  well  as  by 
engineers  and  other  representatives  of 
Corporate  America.  Even  engineers,  it 
seems,  are  sufficiently  tired  of  computer 
tyranny  to  snuggle  up  with  a  new  idea. 
Bi/  Luriif  A/msfrong  in  San  Diego 


A  BEIJING  WHIZ  WHO  FOUND  THE  WAY  TO  SAN  JOSE 


rei  Xu  was  a  student  at 
Beijing  Normal  Univer- 
sity in  the  early  1980s 
le  began  studying  fuzzy 
;  was  a  natural  move  for  a 
tudent  in  a  country  where 
lan  a  dozen  institutes  and 
researchers  were  working 
;echnology.  But  what  came 
n  only  be  described  as  ex- 
lary:  By  a  set  of  curious 
s,  Wei  Xu  (pronounced 
rioe)  has  become  a  Silicon 
entrepreneur,  complete 
$4  million  company  called 
ix  Inc.  and  a  couple  of  sports 
his  garage. 

■  graduating  from  Beijing  Nor- 
1984,  Xu  designed  fuzzy-logic 
5  for  oil  rigs  and  a  plastic-film 
.cturer,  plus  an  aircraft-engine 
;tic  system  for  the  Chinese  air 
le  says,  however,  that  "it's  hard 
t  a  private  company  in  China, 
;re's  no  competitive  pressure  in 
lunist  country  to  get  products 
ket  faster."  So  he  went  to  To- 
irted  a  business,  and  sold  fuzzy- 
isigns  to  the  likes  of  Sony  Corp. 


and  Omron  Tateisi  Electronics  Co. 

He  might  be  there  still  if  it  weren't 
for  the  1989  crackdown  in  Beijing's 
Tiananmen  Square.  Several  of  Xu's 
Chinese  engineers  rushed  to  renew 
their  visas  to  stay  in  Japan.  The  Japa- 
nese refused.  So  Xu  moved  his  compa- 
ny to  San  Jose,  Calif. 

He  has  kept  most  of  his  Japanese 
customers.  But  Xu,  now  30,  sees  more 
opportunity  in  the  U.  S.  In  Japan,  he 
says,  fuzzy's  biggest  market  is  for  con- 
sumer products,  where  the  need  to  add 
features  will  be  quickly  exhausted.  In 


America,  "as  the  computer  indus- 
try becomes  more  graphics-inten- 
sive— with  multimedia,  data  com- 
pression, and  real-time  anima- 
tion— fuzzy  logic  will  become  a 
huge  industry,"  says  Xu.  That's 
because  fuzzy  can  greatly  simpli- 
fy the  complex  computations 
needed  for  graphics. 
SHY  PEOPLE.  In  the  meantime,  Ap- 
tronics  has  teamed  up  with  Mo- 
torola Inc.  Xu's  company  will  sup- 
ply software  tools  that  Motorola 
customers  can  use  to  program  the 
chipmaker's  microcontrollers. 
These  chips  now  help  run  everything 
from  coffee  makers  to  car  engines. 

Xu  has  two  U.  S.  competitors:  Togai 
InfraLogic  Inc.  in  Irvine,  Calif.,  which 
makes  fuzzy  chips  and  software,  and 
Allen-Bradley  Co.,  which  sells  a  fuzzy 
software-development  package  created 
by  its  parent,  Rockwell  International 
Corp.  But  the  big  challenge,  he  says,  is 
getting  U.  S.  engineers  to  lose  their 
shyness  of  fuzzy  logic:  "The  name  con- 
fuses people,"  he  adds.  "I  would  have 
called  it  'continuous  logic'  " 

By  Larry  Armstrong  in  Los  Angeles 
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Computers 


BUY  FAaORY  DIRECT  AND  SAVE! 


j^LLUR 


386SX/20MHZ 
NOTEBOOK 

.  60MB  Fast  IDE  Hard  Drive 

•  2MB  RAM  Memory  Standard 
Upgradeable  to  8MB 

•  1  44MB  3.5"  Floppy  Drive 

•  VGA  640  X  480  resolution  Bocklit  LCD 
display  screen  with  32  gray  scales. 

•  I  Parallel  Port,  1  Serial  Port 

•  1  Mouseport  for  PS/2i"  Mouse 

•  Microsoft  Windows  3.0 

•  Microsoft  DOS  5.0  with  DOS  Shell  &  QBosic 

•  Weight;  6.9  lbs. 

•  Enhanced  rechargeable  NiCod  Battery  Pack: 
3  hours  of  operation  before  recharging 

•  Universal  AC  Power  Adapter  (95V  to  264V) 


•30  day  money- 
back  guarantee 
•Lifetime  toll-free 
technical  support 
•  1  -year  warranty 

on  parts  and  labor 
•COD,  leasing  and 
net  terms  available 


ALL  MAJOR  CREDIT  CARDS  ACCEPTED 


Health/Fitness 


Executive  BackChair 


Engineered  lor 
customized  orthopedic 
support  10  prevent 
and  relieve  hack  pain 


'  Built-in  adjustable 
lumbar  support 

'  Adjustable 
neck  rest 

•  Forward-tilt 
feature 


BackSaver  '^^^^^ 

53MRy  Am.,  Dcpl.  BWE.  HoUMon.  MA  01746 


Financial  Services 


Business  Week's 
Annual  Guide  to  the 

BEST  MUTUAL  FUNDS 


Take  the  guesswork  out  of 
investing  with  Business 
Week  s  famous  Scoreboard 
rankings  and  performance 
ratings  for  1 ,165  mutual 
funds.  035856-7,  $24.95 

Examine  it  free  for  1 5  days. 
Fax  name,  address,  &  this  ad 
to  717-794-5291,  23SP057 


Business  Software 


Presentation  Equipment 


The  most  advanced  pen  sized 

Laser  Pointer 

for  your  presentations 


o  ^^^^^ 

55  Oah  Court.  Sutle  205.  Danville.  mS4 
OA  94526      Tel  510-820-1763  •  - 


Ideal  For: 
•Executives 
•Realtors 
•Contractors 
•Professors 
•Doctors 


$9 

Incredib 
Low  Prk 

Plus  Tax,  SS.OO 


•Range  to  55  yds 
•Batteries  Includ 
•51/2"long,7/16' 


WE  CI 


Computer  Networking 

.PRINTER  SHARINd 

InstantNET 

•  Hjg  &  Pnni,  NO  Sotlware  &  NO  Training' 

•  ONLY  $59  per  PC,  connect  jp  lo  16  PCs! 

•  30  Day  Money  Sack  Guarantee 

MAXELAN  Inc. 
Call  Toll  Free  1-800-234-1688 


Professional  Equipment 


In  case  of  weather, 
pushbutton. 


Now  you  can  tiave  complete  wealtier 
information  literally  at  your  fingertips  with  the 
Weather  Wizard  II  Easy  to  operate  anct 
incredibly  atlordable,  it's  as  miraculous  as  the 
wealher  itself  All  for  only  $195. 

FEATURES  INCLUDE: 

•Inside  &  Outside  Temps 
•yVind  Speed  &  Diretiiun 

•  Wind  Chill 
•Time  S,  Dale 

•  ■ALirms 


The  Professional 
Home  Weather  Station 


Only  $195  Add  $  iQ  tot  selt-empryine  ram  collector 
Order  today  1-800-678  3669  •  BW616P 

M  f  7  am  In  S  llJ[nTi  Pantif  lime  •  FAX  1  ^l(l-t>70^Se<) 
W  *rxJ  VISA  •  Add  iS  iix  ihtpping  CA  fesidenti  **J  mI«  ia< 
One  year  wafianfy  •  )CkJay  mooey-bdcli  guatjnlee 

0  U  I  !i  h  S  T II  m  E 1 T S  J46S  DiASio  Avf ,  Haward,  CA  94 S4 5 


Travel 


ADVENTURE  IN 
AUSTRIAN  ALPS 

GET  AWAY  FROM  IT  ALL! 
Experience  the  exhilaration  of  hi^/'?: 
wall  nnountain  rappelling 
adventure  of  a  lifetime  in  the  m 
magnificent  surroundings  on  eai 

Call  for  free  video 
Tyrolean  Rappelling  Tours,  Inc 
P.O.  Box  79 
Lumberville,  PA  18933 
1-800-775-JUMP  •  Ph/Fax  215-297- 
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Sales  Promotion/Marketi  f 


•  9  Million  U  S  Businesses  - 
Telephone  Veiilied  wilti  Conlact  Name  and  tmployee  Sij 

•  1.7  Million  High  Income  Ameiicans  •  84  Million  Consumeis/Ri 

•  1 2  Million  Canadian  Businesses    •  Oppoiiunity  Seekeis 

FREE  Catalog  Call  (402|  331-7169  or 
American  Business  Lists 

P  O  Bo«  27347,  Dept  0 1 -062' Omaha.  NE  \ 
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MARKET-PLACE 
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the  first  issue  of  each  mor 
The  r\/larket-Place  provii 
an  ideal  Showcase'  for 
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or  services  that  appeal 
Business  Week's  more  tl  SWer! 
6.7      million  responsg^ta 
readers. 
For  rates  and  information  wri 
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Ibo  Slow?  Se"*^ 

w^T.  problem  for  $200 

1  nen  it  is  a  month.  Dramatically  ^ 

costing  your  speed  up  your  S/36.  75%  of 

-COmDanV  money '       Fortune  500  companies  have 

,         ^     ^  saved  TIME  &  MONEY  by  using 

ASNA  Call  or  Write  Today  jp  liCCELCftS 

Amalgamated  Software  of  North  America  -. 

VP.O.  Box  1668  Big  Bear  Lake,  CA  92315  ,  ,  .    ^  r 
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ation/instruction 


E  COMPUTER 
UNING  VIDEOS 

ding  manuals,  and  high-pnced 
ining  seminars  JusI  LESS  THAN 
/matching  the  video,  you  can  be- 
:tjve  on  a  computer  with  ('MS- 
1  -2-3  Ver  2  2.  •  Word  Perfect  5  1 
1  to  the  PC.  '  Microsoft  Windows 
)ft  Word  for  Windows. '  Microsoft 
dows. 'Lotus  1-2-3  for  Windows, 
ict  for  Windows  )  Comes  com- 
"Logic  Notes"  booklet  that  m- 
•to-tollow  illustrations,  explana- 
ruclions  $19  95  Eachplus$4  00 
Idling  Check  or  r\/loney  Order  to 
yen  &  Co  16811  S  Yukon  Ave 
,CA  90504  310/538-5797 


cottish  University  oU'ers 

national  MBA 

y  through  honie  study, 
r's  required.  Recognized  by  US 
ducation.  Originally  founded 
r  $6,000.  Ann  Edge,  Herioi- 
rsity,v'U.S.Agaicy),1780Shat- 
Bcrkeley  CA  94709,  toll-free 
-0707  or  fax  (510)841-8771. 


EGE  DEGREE 

s  •  MASTERS  •  DOCTORATE 

For  Work.  Life  and  Academic 
Experience  •  No  Classroom 
^     Attendance  Required 

§  Call  (800)  423-3244 

or  send  detailed  resume 
for  Free  Evaluation 

Western  University 

Sepulveda  Blvd  DepI  170 
ngeles,  CA  90049  USA 


Security 


Products  International, 

a  full  line  of  surveillance 
=r-surveillance  devices  in 
)  security  and  protective 
or  botti  personal  and  cor- 
irkets.  Our  products  in- 
ate  of  the  Art."  recording 
scramblers,  night  vision 
;ountermeasure  devices 

!  available  by  sending 
ping  and  handling  to  SPI, 
,  Parslppany,  NJ  07054 


Cable  TV 


rVDESCRAMBLERS 

ITERS,  ACCESSORIES 

Is.  Lowest  Prices.  Best  Senice. 
:  16-page  color  catalog  call 

;V°M800)  234-1006 


rALOG!  1-800-345-8927 
a  HAIMLIN  OAK  ETC. 

TV  DESCRAMBLERS 


ler  Pncesi  •  Compare  Our  Low  Relail 

ers  From  Stock  Shippeij  Immedialely' 

iiameed  Warranties  S  Pnces' 

•  Ail  Maior  Credit  CartJs 

CIFIC  CABLE  CO.,  INC. 

a,  Dept  854     Reseda,  CA  91335 

,  orders  &  into  1.800-345-8927 


Corporate  Gifts 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS... 
EVERYDA  YLOW  PRICES  ON. . 


CHOOSE  FROM 
HUNDREDS  OF  ITEMS 
CALL  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


/  24HRS. 
advertisement 

Can  you  imagine  a  full  color 
company  logo  or  any  artistic 
design  on  our  elegant  watch? 
Anything  is  possible!  Just 
send  us  your  company  logo, 
artwork  or  photo  and  we  will 
transform  it  on  our  exquisite 
watch.  Deluxe/Standard 
watch  with  precision  quartz 
movements,  leather  strap 
plus  1  year  warranty. 
Please  send  us  $15.95 
(Lmt.  2  sample/company) 

JAMEE  WEST®  LOGO  WATCH 
9816  GARDEN  GROVE  BLVD. 
GARDEN  GROVE,  CA  92644 

FAX  714-534-4673 
1  -800-635-2633 


Corporate  Gifts 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Cotton,  American  M.ide  polo  shirts,  custom  embroidered  with  your  lo^u 
,ire  such  good  quahty.  we  unequivoc.illy  .ind  uncondition.iilv  guarantee  them  tor  .in 
indetinite  period  ol  time!  Free  shipping  for  international  orders.  For  a  price  hst  and 
catalogue  ple.,.cc.,IK  1-800-847-4478 
Fax  1-71H-7H2-4614 

The  Queensboro  Shirt  Company 

DeptBW24,  119N  1 1th  St.,  Greenpoint,  NY  11211 


Real  Estate 


The  New  Estate 


POST  AND  BEAM  HOMES.  Designs  langelromieihC 
dasscs  to  your  own  vison  ol  corrtort  and  secunly 
Eastern  Timbef  Hornet,  Inc. 
Boi  aS9  •  Lsverelt.  MA  01C64 
Pfovidirtg     •  Finest  mat  enaJs  including  native  woods 

•  SKjIled  artisans  and  consultants 

•  WEATHERTIGHTshellhomepackages 
rREEINFOfiMATION:  CaJlTOlLFREE  r-800.742.5237 


Investments 


ENVIRONMENTAL  SOCIAL 

RESPONSIBLE  INVESTING 

EsIablishGd  company  with  successlul 
social  and  environmental  product 
(background  seeks  project  financing 
secured  by  Royalties  or  ROL 

For  inlormalion  call; 
Environmental:  (708)  246-7040 
Social  projects:  (702)  856-7001 


Corporate  Gifts 


MUST  LIQUIDATE! 


DAL£inEY'  Electrodex 

l%Wh  WEJW    with  auto  dialer 


Extra  large,  easy-to-read  display  screen 
Rolodex®  "Spin  Dial"  for  quick  file  access 


Holds  over 
1000  names 
and  numbers 
at  your 
fingertips! 
Electronic  file 
organizer 
with  original 
Rolodex- 
spin  dial! 


Time  and  date 
display  when 
not  in  use 


One  touch 
telephone 
auto  dialer 


Super  easy  to  add  names, 
phone  numbers  and  more  (up  to 
32  lines  per  entry!) 
Electronic  card  file  holds  over 
1000  names  and  numbers.  24K 
memory 

One  touch  auto  dial  automati- 
cally dials  the  desired  number 
at  the  touch  of  a  button  (tele- 
phone cord  included) 


[C|0|M[Bl' 

AUTHORIZED  UQUIOATORS» 

1^800-522-3035 

gflflCr'  S>*l"mt  «41 21245 


Personal  security  code  for  con 

fidential  files 

Remembers  birlhdays  &  anniver- 
sanes  for  you' 

Includes  instnictian  videotape 
and  booklet 

Uses  4  AA  batteries  (not  includ- 
ed) and  keeps  its  memory 
while  changing  batteriesi 
One  Year  Limited  Warranty 


(Befafl  List 
$125.00 


Item  #C4700-8441 
S/HS5.50Eac(i  \A 


COMB  CORP.,  Authorized  Uquidator 

720  Anderson  Avenue,  St.  Cloud,  MN  56395 
To  order  by  mail,  include  Item  #,  name,  address,  day- 
time phone,  and  check  or  money  order.  Please  state 
Segment  Number  4128245.  Sorry,  no  C.O.D.'s.  Add 
Shipping/Handling  for  each  item.  Add  6  1/2%  sales  tax  , 
for  MN  delivery.    ' 
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Business  Services 


INCORPORATE  IN  DFXAWARE  INSTANTLY  BY 
PHONE  OR  FAX  FOR  ONLY  $95  COMPLETE 

No  altomey's  fees  required  .  Lxjcate  company  headquarters  office  in 
any  stale  (or  country)-  FREE  Delaware  Incorporation  Handbook 
C4th  Edition)  includes  Subchapter  S  information.  Registered  Agent, 
Telemarketing  &  Mail  Forwarding  Service.  Delaware  Business 
Incorporators,  Inc.,  Box  5722,  Dept.  BW.  Wilmington,  DE 
19808.TOLL  FREE  1-800-423-2991  anytime,  302/996-5819 
or  FAX  1-800-423-0423.    VISA  /  MC  /  AMEX. 


RESEARCH  REPORTS. 

19,278  academic  topics  available' 
Send  $2  00  tor  the  272-pdge  catalog 
Custom-written  reports  also  available 
RESEARCH  ASSISTANCE 
1  1322  Idatio  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California  310-477-8226) 


NEED  A 
NEWSLEHER? 


Our  one-stop  design,  printing  and 
mailing  service  makes  it  easy 
Hundreds  ot  satisfied  customers  nationwide 
Free  info/prices:  (800)  359-5993 

OUTSIDE  U  S  (yOJ)  386-3?8i?  DATA  EXPRESS  INC 


•INCORPORATE* 

Tax  Free  Nevada 

nvacy,  anonymily,  assel  protection  (beats 
I  Del  )  Even  it  you  are  already  incorporated, 
great  benefits  tor  you  Also  office  and 
'  services  FREE  literature — call  or  write 
Laughlin  Assoc  ,  Inc  ,  in  business  for  over 
two  decades  2533  N  Carson  St  ,  Carson 
:ity,NV  89706  1-800-648-0966. 


WIPED  OUT?  START  OVER! 
FILE  YOUR  OWN  BANKRUPTCY 


I  DID  IT  EASILY  SO  CAN  YOU 
Avoid  publicity,  lamiy  Irauma,  sooal  S  business  embarrass- 
ment Manage  Scontrolyouiown  bankruptcy  without  lawyers 
al  minimal  cost,  successfully  and  confidenlally  Quickly  get 
back  on  your  linanaal  feel  Wtiarlon  MBA  wtx)  fled,  stiows 
you  how,  in  detail  For  introductory  audio  cassette  at  no  cost 
1-800-452-6594  •  24  h/day 


Business  Opportunities 


PERSONALIZED 
BOOKS 


•  Earn  IVIoney  From  Hoiue 

•  Make  Money  Witti  Your  Computer 

•  Print  Personalized  Children's  Books 

•  Superb  Quality  •  Unbeatable  Prices 


DEALERSHIPS  $995 


Best  Personalized  Books,  Inc. 

3107  Chapel  Downs  Drive 
Dallas,  Texas  75229  •  (214)  357-6800 


10^^ 


Menswear/Fashion 


men's  WIDE  SHOES 


EE-EEEEEE,  SIZES  5-13 

Extra  widtti  for  men  who  need  it 
Excellent  variety, 
styling  and 
quality 
Send 
for 
FREE 
CATALOG 

Ttie  Widest  Selection  ol  llie  Wiliest  Slices  Anywhere! 
HITCHCOCK  SHOES.  INC 

Dept.  55  I)  llinghum,  .M.\  (lilM,^ 


BUSI^ESSESFOR  SALE 
OWNERS  WILL  FINANCE 

All  Areas  except  Norttieas! 
Esiablisfied  businesses,  good  tern 

AFFILIATED  BUSINESS 
CONSULTANTS 

719  548-8388 
Colorado  Springs,  CO 


START  YOUR  OWN 


PRIVATE  POSTAL  CENT 


MAILBOX  MANUFACTURER  has  1 

mailbox  catolog  and  information  jj 
Privaie  Postal  Centers  and  related  b|| 
ness  services.  HIGH  PROFIT  I 


1 24Hrs 

J  lOlOE  62r>dSt.  L.A,,CAC. 
People  Committed  to  Ouality  Sir.^ 


Health/Fitness 


~  al 


HEARING  AIDS 


I. 


GUARANTEED  LOWEST  PRKSl 

Save  up  to  60%.  30  day  trial.  All  mi*' 
models.  We're  the  oldest,  biggeslB 
best  -  specialists  in  custom  instnuDi 
Free  information,  call  1-800-323-11 
Lloyds,  Dept.  BWl,  Boi  IS, 
Rockford,  L,  61110. 


EXCLUSIVE  MOUNTAIN  RANGE 

ke  new,  lots  of  details,  riv  vu's, 
originol  landscaping,  a  must-see, 
Willing  to  negotiate. 


©  David  Muench  1991 


NAirKEc^  The 

Prime  Real  Estate.  For  years.  The  Nature  Conservancy  has  purchased  large  tracts  of  (^Inseiycincy 
it  so  that  endangered  species  can  flourish  there.  Now,  as  partners  in  the  public  television 

series  Nature,  we're  helping  provide  another  place  where  wildlife  can  flourish.  To  learn  Nature  appears  Sundays 

more  about  these  and  all  of  our  activities,  call  1-800-628-6850.  °" 


velopments  to  Watc 


}Y  FLEUR  TEMPLETON 


PERFECT  THING  TO  WEAR 
A  TWO-HOUR  TV  MOVIE 


Recent  studies  sug- 
gest possible  health 
risks  associated  with  ex- 
posure to  electromagnet- 
ic fields.  Now,  an  Italian 
textile  maker,  Florence- 
based  Lineapiu,  has  de- 
veloped a  rayon  and  car- 
bon-fiber yarn  called 
Relax  that  shields  the 
body  from  EMFs. 

Carbon  fiber  is  used  in 
space  suits  and  industri- 
al protective  clothing, 
but  this  is  its  first  use  in 
jn  product.  Santi  Tofani,  a  physicist  specializing  in  EMF 
h  at  Piedmont  Region's  Public  Health  Laboratory  near 
;ays  the  carbon  partly  reflects  KMFs  and  partly  absorbs 
iis  tests  show  that  Relax  reduces  exjjosure  to  EMFs  in 
ge  emitted  by  TVs  and  other  appliances:  0.1  megahertz 
Vlhz.  Relax  isn't  effective,  however,  for  higher  frequen- 
m  microwave  ovens  or  for  lower  ones  from  power  lines, 
d  257'  to  307  higher  than  ordinary  rayon  thread.  Relax 
s  a  67  blend  of  the  expensive  carbon  fiber.  French 
T  Azzedine  Alaia  is  using  Relax  in  his  spring  collection, 
her  designers  expected  to  follow  suit  in  1998. 


rSURGICAL  PAINKILLERS 
r  SLIP  ON  YOUR  WRIST 


ents  recovering  from  surgery  often  complain  that  pain- 
lers  aren't  working.  That's  because  it's  hard  to  adminis- 
h  drugs  precisely  when  they're  needed.  To  manage  pain 
ffectively.  Elan  Corp.,  based  in  Gainesville,  Ga.,  has 
led  a  wristwatch-style  intravenous  pump  system  that 
s  a  uniform  dosage.  And  it's  more  portable  than  exist- 
'avenous  systems. 

r'anoject  system  has  a  disposable  cartridge  that  fits  into 
fi-like  control  unit.  The  controller  reads  the  prescribed 

encoded  on  the  drug  cartridge.  Then,  drugs  are 
i  from  the  cartridge  into  a  catheter  in  the  patient's  arm. 
mt  can  get  extra  medication  by  pushing  an  override 

though  there  are  limits  that  prevent  an  overdose, 
illy,  Panoject  will  deliver  morphine  and  other  potent 
>ics,  says  Elan  Chief  Executive  Donald  E.  Panoz.  Later, 

be  used  for  insulin  and  chemotherapy  agents.  Panoz 
le  device  is  currently  in  clinical  trials  and  that  the 
ly  plans  to  file  for  Food  &  Drug  Administration  approv- 
lie  end  of  1992. 


M  LOG  TO  LINGERIE 
FEW  EASY  STEPS 


;t  time  you  shop  for  lingerie,  take  a  closer  look.  That 
ghtgown  might  once  have  been  a  telephone  pole.  Micro- 
ic,  in  Boca  Raton,  Fla.,  is  recycling  old  utility  poles  and 
i  ties  into  chemical-free  wood  chips  to  sell  to  producers 
m  and  other  materials. 

wood  is  shredded,  then  inoculated  with  lab-grown  mi- 
In  a  process  known  as  bioremediation,  the  bugs  eat 


hazardous  wood  preservatives  such  as  creosote.  Once  the  con- 
taminants have  been  devoured,  the  wood  can  be  reprocessed 
into  cellulose-based  products,  such  as  rayon  or  cardboard. 
Microterra,  which  licensed  its  process  from  Louisiana  State 
University,  is  building  a  plant  at  Tallulah,  La.,  designed  to 
recycle  up  to  50,000  poles  or  300,000  ties  per  month. 

Microterra  plans  to  charge  $80  per  pole  and  $10  per  railroad 
tie,  compared  with  the  average  $1  it  costs  to  bury  each  of 
these  in  landfills.  Despite  the  high  premium,  Microterra  Presi- 
dent Richard  C.  Fox  expects  sufficient  supplies.  Burning  the 
chemically  soaked  poles  and  ties  is  now  illegal  in  some  states. 
And  under  Environmental  Protection  Agency  regulations,  com- 
panies can  be  held  liable  if  contaminants  leak  into  the  soil. 


GIVE  ME  TWO  HARD  DRIVES 
TOGO 


Portable  computers  often  have  a  drawback:  The  machines 
can  be  rapidly  overloaded  by  complex  software  and  large 
data  files.  So  SyDOS,  based  in  Boca  Raton,  Fla.,  has  come  up 
with  a  system  that  will  give  portable  computers  boundless 
amounts  of  storage.  The  company's  new  SQ2542A  hard  drive 
is  no  larger  than  a  pack  of  cigarettes.  Like  standard  drives,  it 
writes  and  reads  information  on  a  hard  i)latter  coated  with 
magnetic  material.  But  the  jjlatters — which  hold  over  40  mil- 
lion characters  of  information — can  be  removed,  just  like  flop- 
py disks.  SyDOS  President  Timothy  E.  Mahoney  says  the  sys- 
tem will  give  portable  computers  the  storage  of  a  regular  hard 
drive  with  the  convenience  of  a  floppy-disk  drive. 

The  first  computer  maker  to  use  these  removable  40  mega- 
byte hard  disks,  Bondwell  Industries  Co.  in  Fremont,  Calif., 
plans  to  release  a  $3,700  machine  equipped  with  the  drive  by 
June.  SyDOS  says  a  $900  external  version  will  be  available  for 
older  portables  by  August,  and  its  parent  company ,» SyQuest 
Technology  in  Fremont,  may  sell  a  similar  drive  for  the  Macin- 
tosh crowd. 


A  FOUNTAIN  OF  YOUTH 

FOR  RAPIDLY  RIPENING  TOMATOES 


Getting  produce  to 
market  before  it 
spoils  is  a  constant  bat- 
tle with  Mother  Nature. 
One  way  to  ensure  ripe 
tomatoes  is  to  pick  them 
green  and  induce  ripen- 
ing with  ethylene  gas. 
But  too  much  gas  can 
cause  overripening — 
which  results  in  an  an- 
nual loss  of  tomatoes 
worth  $30  million. 

Ethylene  is  a  natural 
hormone  produced  by  an 
enzymatic  reaction  in  tomato  plants.  Robert  A.  Saftner,  plant 
physiologist  at  the  Agriculture  Dept.'s  Horticulture  Crops 
Quality  Laboratory  in  Beltsville,  Md.,  has  found  a  way  to  alter 
the  plant's  own  ethylene  production — and  thus  better  control 
its  ripening.  The  key  is  to  vary  cell  pressures  in  the  plant 
tissues  by  adjusting  factors  such  as  temperature  and  sugar 
concentrations. 

Saftner  says  cell  pressure  also  may  influence  ethylene  pro- 
duction in  other  produce.  Further  application  of  his  research, 
he  says,  could  someday  help  double  the  shelf  life  of  tomatoes, 
and  other  fruits  and  vegetables,  too. 


TECHNOLOGY 
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IT'S  TAX  TIME.  BUT  THERE'S 
STILl  SOME  SHELTER  LEFT 


Hen 


W 


I  ever  see  the 
day  my  tax  rate 
will  be  lower  than 
it  is  now?"  That's  what  many 
taxpayers  are  wondering  as 
they  finish  their  1040  forms. 
With  Congress  focusing  on 
ways  to  raise  revenue  from 
upscale  taxpayers,  tax  pros 
are  steering  clients  toward 
some  type  of  shelter. 

That  doesn't  mean  the  limit- 
ed partnerships  of  yesteryear, 
with  the  red-hot  write-offs 
that  the  1986  Tax  Reform  Act 
pretty  well  extinguished  in  its 
attack  on  "passive  losses."  In- 
stead, the  emphasis  now  is  on 
more  prosaic — and  often  ne- 
glected— ways  to  shelter  in- 
come legally. 

The  stars  these  days  are 
"retirement  plans  that  allow 
tax-deductible  contributions," 
says  John  Erb,  a  principal  of 
De  Teffe  Capital  Management 
in  Alexandria,  Va.  "'There's 
not  a  lot  else  left."  They  will 
be  even  more  important  on 
the  grounds  that  Congress  is 
likely  to  hit  higher-income 
taxpayers  harder  once  this 
election  year  is  history. 
CLEAR  INCENTIVES.  Even  if  tax 
rates  are  steeper  when  people 
withdraw  funds  from  retire- 
ment plans,  the  tax-free  com- 
pounding of  interest  over  the 
years  may  be  "powerful 
enough  to  make  the  plans 
worthwhile,"  says  Donald 
Levy,  senior  consultant  for 
the  Research  Institute  of 
America  in  Englewood  Cliffs, 
N.J. 

At  a  big  company,  the  sav- 
ings vehicle  of  choice  is  apt  to 
be  a  401(k)  "salary  reduction" 
plan.  A  slice  of  your  salary 
stays  out  of  your  paycheck 
and  out  of  your  taxable  in- 
come. Your  take-home  pay 
doesn't  drop  by  the  full 
amount,  however,  because 
your  income  tax  withholding 
goes  down  accordingly. 

When     your  employer 
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part  of  your  contri- 
a  401(k)  is  an  excel- 
^  to  save  on  current 
iys  Gary  Glaus,  part- 
Price  Waterhouse's 
\r\\  office.  An  employ- 
belter  up  to  $8,728  for 
len  the  employer  con- 
too,  the  overall  ceii- 
!0,000  a  year, 
mail-business  owners 
iloyees,  the  Simplified 
ie  Pension  deserves 
«ntion  than  it  usually 
Ithough  the  money 
3  an  ordinary  IKA,  the 
ctible  limit  is  15  times 
than  usual — up  to 
I  year,  or  157'  of  earn- 
lichever  is  less.  The 
fnatches  that  of  the 
lown  Keogh  plans  for 
employed,  but  SKPs  in- 
;s  paperwork, 
rangement  with  your 
'  to  defer  some  com- 
n  until  a  future  year 
a  possibility  for  top 
es.  But,  Research  In- 
f  America's  Levy  cau- 
"Deferred 
more  ques- 
!  than  it 
Gorporate 
)tcies  and 
rs  have 
collecting 
*,  and  tax 
)uld  be  considerably 
y  the  time  you  collect. 
Ivice  about  sinking  all 
into  tax-deferred  re- 
plans  should  be  tem- 
harder  times.  If  you 
at  your  job — if  not 
mpany — is  in  danger 
down  the  tubes,  just 
ur  income  outside  of 
tirement  plan,  De 
Erb  advises.  Other- 
u  could  find  that  you 
t  at  your  nest  egg  in 
gency  without  paying 
ax  plus  a  W/c  penalty 
drawing  funds  before 
;h  age  59 '/2. 
TAX.'  There  are  still 
d-fashioned  tax  shel- 
t,  although  planners 
Lution  before  taking 
ige.  "Working  inter- 
oil  and  gas  partner- 
till  enjoy  some  tax 
The  crackdown  on 
:ate  limited  partner- 
pares  many  active 
s  and  those  who  in- 
low-income  housing. 


TAXES 


notes  Lee  O'Gonnor  of  Grant 
Thornton.  And  some  financial 
advisers  recommend  buying  a 
deferred  annuity  from  an  in- 
surance company.  Earnings 
pile  up  tax-deferred  until  you 
start  getting  a  regular 
payout.  But  make  sure  the 
deal  equals  other  savings 
choices. 

For  some  families.  Price 
Waterhouse's  Glaus  suggests 
"simple  gift-giving  to  a  kid." 
A  person  can  give  $10,000  an- 
nually to  a  child  (or  anyone 
else)  without  any  gift  or  es- 
tate tax  impact.  Put  in  a  sav- 
ings account  at  current  low 
interest  rates,  that  sum  would 
earn  the  child  around  $400  in 
a  year,  tax-free.  "As  long  as 
you  keep  the  kid's  taxable  in- 
come under  the  $600  thresh- 
old, there's  no  return  to  file," 
Glaus  says. 

The  next  $600  of  invest- 
ment or  "unearned"  income 
during  1992  would  be  taxed  at 
the  child's  157"  rate — still  a 
bargain  for  parents  in  the 
28%  or  31%  brack- 
ets. Under  the 
dreaded  "kiddie 
tax"  rule  applying 
to  a  child  under  14, 
investment  income 
of  more  than  $1,200 
this  year  will  get 
taxed  at  the  parents'  top  rate. 

However,  "there's  a  way  to 
deal  with  that,"  points  out 
Alan  Klein,  an  Arthur  Ander- 
sen tax  partner  in  Dallas.  In- 
stead of  banking  the  gift,  he 
suggests  putting  it  into  mu- 
nicipal bonds  that  pay  tax-ex- 
empt interest.  Then,  "by  no 
means  does  the  kiddie  tax 
have  a  chilling  effect  on  giv- 
ing." Switching  some  of  your 
own  portfolio  into  munis  often 
makes  sense,  too:  in  the  .31% 
bracket,  6.5%'  on  a  muni  is 
equal  to  9.42%  in  taxable  in- 
terest on  Treasuries  or  corpo- 
rate bonds. 

But  when  your  gifts  are  for 
tuition  15  years  or  so  down 
the  road,  "don't  worry  about 
munis — put  the  money  into 
growth  stocks,"  suggests 
Klein.  They  pay  small  divi- 
dends, if  any,  that  get  taxed 
along  the  way,  and  history  in- 
dicates that  "there's  probably 
no  better  investment  on  a 
long-term  basis  in  this  coun- 
try than  the  stock  market." 


A  CHECKLIST  FOR 
TAX  SAVINGS 

No  one  wonfs  to  pay  more 
tax  fhan  f/ie  low  requires.  Buf 
many  people  do.  One  reoson 
IS  they  haven 't  kept  records 
that  would  allow  them  to  claim 
various  tax  breaks  (page  98). 
And  many  people  haven't  ex- 
plored legitimate  ways  to  shelt- 
er income.  By  asking  yourself 
the  following  questions,  you 
;usf  might  turn  up  an  oppor- 
tunity you've  been  overlooking: 


Am  I  feeding  my  corpo- 
rate 401  (k)  plan  to  the 


max? 

rr^Do  I  hove  self-employ- 

I  1  ment  income  that  I  could 

put  into  a  Keogh  plan  or  a 
Simplified  Employee  Pension? 

r~yq  Would  my  company  set 
I  1  up  a  deferred  compen- 
sation plan  for  me? 

r~Tq  In  my  tax  bracket, 
I  1  would  I  gain  from  hav- 
ing more  tax-exempt  muni 
bond  interest? 

r-^Am  I  managing  my  in- 
L^J  vestment  income  in  a 
way  that  lets  me  deduct  all 
the  interest  I  pay  on  my  mar- 
gin account? 

r^ff^Does  anyone  in  the 
I  1  family  qualify  for  a  tax- 
deductible  IRA  contribution? 

[Tjr  Should  I  shift  some  in- 
I     I  vestment  income  to  a 
child  who's  in  a  lower  tax 
bracket? 

[T7n  Do  I  have  appreciated 
IJLJ  stocks,  art,  or  other  as- 
sets to  donate  to  charity  (to 
get  a  deduction  and  avoid 
capital-gains  tax)? 

rrir  Have  I  looked  into  how 
1_EJ  trusts  could  help  save  on 
estate  fax  and  maybe  even 
on  income  tax? 

r— Tq^Would  it  help  to  have  a 
L^J  home-equity  loan  in- 
stead of  paying  nondeduct- 
ible interest  on  cor  loans  and 
credit  cords? 

DMA  MERRILL  LYNCH  S  CO , 
INTERNAL  REVENUE  SERVICE,  BW 


Major  gifts  to  charities  are 
part  of  many  an  upper-income 
taxpayer's  strategy.  But  they 
can  be  complex,  and  an  early 
start  helps.  For  instance,  if 
you  have  a  much-appreciated 
painting  that  you'd  like  to  see 
in  a  museum,  Gongress  has 
extended  the  "one-year  win- 
dow" of  relief  from  the  Alter- 
native Minimum  Tax — but 
only  to  June  30.  The  amt 
works  by  adding  back  certain 
deductions  from  regular  tax. 
So  after  June  30,  you  could  be 
hit  with  the  24%'  AMT  rate  on 
the  difference  between  the 
price  you  paid  and  the  current 
value  of  the  donation. 
SPECIAL  TRUSTS.  When  you 
consider  a  major  gift  to  a 
charity,  allow  ample  time  to 
get  professional  advice  and 
explore  all  the  deals.  Instead 
of  giving  cash  or  securities 
outright,  you  can  place  them 
in  a  special  trust  (typically 
$50,000  and  up).  You  get  life- 
time income  plus  an  up-front 
deduction  for  part  of  the  val- 
ue, and  the  college,  environ- 
mental group,  or  other  non- 
profit organization  gets  the 
money  when  you  die. 

If  borrowing  is  more  your 
thing  at  the  moment,  advisers 
stress  that  interest  on  home- 
equity  loans  is  still  deductible, 
while  credit-card  and  other 
personal  interest  isn't  And  a 
margin  loan  from  your  broker 
is  "probably  the  most  inex- 
pensive way  to  borrow,"  sug- 
gests John  Steffens,  execu- 
tive vice-president  of  Merrill 
Lynch's  private  client  group. 
The  annual  interest  on  a  loan 
to  buy  securities  costs  around 
7%'  or  8%'  now,  and  it's  deduct- 
ible to  the  extent  of  invest- 
ment income. 

A  money-waster  that's  all 
too  common  is  paying  too 
much  tax  too  soon.  If  you're 
due  for  a  big  refund  on  1991 
taxes,  chances  are  you've 
been  withholding  too  much  or 
have  set  your  estimated  quar- 
terly payments  for  1992  too 
high.  "The  idea  is  to  come  as 
close  to  zero  as  possible" 
when  you  file  your  return, 
says  Jim  Velten  of  Goopers  & 
Lybrand  in  New  York.  That 
way,  it  isn't  the  government 
that's  "gotten  the  use  of  your 
money"  in  the  meantime — it's 
you.  Dick  Janssen 
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THE  PAPER  TRAIL  THAT 
LEADS  TO  BIGGER  DEDUCTIONS 


Tedious  as  it  may  be,  doc- 
umenting every  conceiv- 
able deduction  is  the 
key  to  any  tax-saving  strate- 
gy. Dollars  you  reinvested  in 
mutual  funds,  hours  you 
spent  in  your  home  office, 
miles  you  drove  as  a  volun- 
teer or  on  business,  points 
you  paid  on  a  mortgage,  days 
you  rented  out  your  vacation 


home — these  things  and  more 
may  qualify  for  write-offs  if 
you  can  back  them  up. 

A  major  reason  for  over- 
paying taxes,  accountants 
say,  is  failing  to  keep  track  of 
dividends  and  capital  gains 
that  automatically  get  rein- 
vested in  mutual  funds.  "It's 
one  way  you  can  really  do 
yourself  a  disservice,"  says 
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HOME, 

SWEET  DEDUCTION 


The  giddy  price  apprecia- 
tion that  your  house  en- 
joyed in  the  1980s  is  no 
more.  But  real  estate  retains 
one  timeless  virtue:  It's  still 
the  repository  of  sweet  tax 
breaks.  The  obvious  ones  are 
deductions  on  federal  returns 
for  mortgage  interest  and 
property  taxes.  There  are  a 
bunch  of  other  real  estate  ma- 
neuvers to  reduce  the  Inter- 
nal Revenue  Service's  take. 

The  most  imj)ortant  one  is 
figuring  out  the  taxable  profit 
from  selling  your  house.  Sell- 
ing fees  and  home  improve- 
ments can  shrink  the  amount 
of  profit  you  must  report 
(chart).  Sorry,  normal  repairs, 
such  as  replacing  a  broken 
windowpane,  don't  count  as 
improvements,  which  must 
boost  the  house's  value  (an 


extra  room)  or  prolong  its 
useful  life  (a  new  roof). 

Beyond  that,  most  people 
sidestep  taxes  altogether  by 
rolling  over  the  sales  proceeds 
into  buying  the  next  home 
within  two  years.  Trouble  is, 
if  after  several  houses  you  de- 
cide to  become  a  renter,  the 
accumulated  profits  from  the 
previous  homes  are  subject  to 
taxes.  "That's  why  you 
should  hold  down  the  report- 
able profit,  even  if  you  roll 
over  each  time,"  says  tax  at- 
torney Julian  Block,  author  of 
Th  e  Ho  m  eow  n  e  r  's  Tax 
Guide.  The  tax  code  does  pro- 
vide a  bonus  for  sellers  55 
and  over:  They  can  shield  up 
to  $125,000  in  profits. 

Did  you  lose  money  selling 
property?  Tough  luck.  That's 
not  deductible.  One  hope:  Con- 


Michael  Kennedy  of  Coopers 
&  Lybrand  in  Philadelphia. 
People  tend  to  remember  only 
the  price  they  paid  originally, 
he  says,  and  use  that  as  their 
cost  basis  when  they  sell. 

But  if  they  acquired  other 
shares  later  at 
higher  prices,  they 
could  reduce  their 
taxable  gain  or 
write  off  a  larger 
loss — if  they  have 
the  numbers  at 
hand.  The  mutual- 
fund  company  might  give  or 
sell  you  an  account  history. 
But  by  having  a  complete  list 
before  you  sell,  you  can  desig- 
nate the  shares  that  will  let 
you  come  out  best  on  taxes. 
Kennedy  recommends  updat- 
ing your  list  when  each  state- 
ment arrives.  "That's  what  I 
do,"  he  says.  "But  that's  be- 
cause I'm  an  accountant." 
MILEAGE  AUDITS.  You  almost 
have  to  be  an  accountant  now 
if  you  want  to  take  a  home- 
office  deduction.  On  its  new 
Form  8829,  the  IRS  requires  42 
lines  of  justification,  ranging 
from  size  of  the  space  and 
hours  you  use  it  to  such  gems 
as  "carryover  of  excess  casu- 
alty losses  and  depreciation." 


TAXES 


gress  is  mulling  a  deduction 
for  home-sale  losses  that  ex- 
ceed 107(  of  income. 

People  who  lose  money  on  a 
sale  of  residential  property 
converted  to  a  rental  are  in 
better  shape.  They  often  can 
deduct  some  of  that.  They 
also  get  a  break  if  they  hang 
on  to  it  and  lose  money  be- 
cause rent  falls  short  of  mort- 
gage and  operating  expenses. 
The  maximum  deduction  is 
$25,000  for  taxpayers  with 
yearly  adjusted  gross  income 
below  $100,000.  This  phases 
out  for  income  between 
$100,000  and  $125,000. 
NEW  RULES?  While  Congress 
may  restore  passive-loss 
breaks — where  losses  in  prop- 
erty-investment partnerships 
offset  other  gains  else- 
where— the  rules  are  likely  to 
exclude  individuals  in  favor  of 
big  developers. 

The  tax  code  has  been 
tightened  for  second  homes, 
but  mortgage  interest  and 
property  levies  remain  deduct- 
ible. However,  the  combined 


Being  a  bookkeeper  can' 
critical  to  nailing  down  de 
tions  for  using  your  car 
business  or  as  a  volunteer 
a  charity.  "Keep  a  daily  lo 
advises  Jim  Velten  of  Coop 
&  Lybrand.  "They  like  to 
dit  use  of  cars.' 

Buying  and 
ing  a  house  isn' 
everyday  thii 
But  to  back  up 
tential  big-tic 
tax  benefits, 
need  to  keep  setl 
ment  statements  and  receil 
for  improvements  "forew 
essentially,"  says  ErnstI 
Young  partner  Bill  Breni 
in  Washington.  That  does 
dawn  on  a  lot  of  people  u| 
they  sell  their  last  house. 

Then,  the  IRS  is  apt  to 
evidence  of  past  purchj 
prices  and  outlays  that  ad( 
the  cost  basis.  Without 
ords,  the  IRS  could  extij 
more  tax  on  the  final  g| 
The  improvements  don't  h| 
to  be  to  the  house  itself,  Bi 
nan  adds.  Major  landscaj 
or  a  swimming  pool  ad( 
your  basis,  too — and  if  th( 
ceipts  are  lost,  he  adds,  "t 
a  photo"  of  the  improver 
to  show  the  IRS. 


mortgages  from  two  hoi  ;i  1 
can't  exceed  $1  million. 

Tax  breaks  for  home  ■ 
fices  have  been  circumscril  j 
but  they're  not  gone.  You  ' 
take  off  a  portion  of  houi 
expenses  even  if  you  hav 
job  and  use  one  room  of  j 
home  to  moonlight  as  a 
sultant.  And  if  you  fill 
your  tax  forms  in  it,  theK^^ 
no  penalty.  Larry  L 


HOW  TO  SAVE  ON 
TAXES  FROM  A  HOM 


Buying  a  home  for  $100,(X 
in  1 976  and  selling  if  for 
$335,000  now  doesn't  havl 
to  meon  o  $235,000  taxab| 
gain.  Here's  how: 

$335,000  Selling  price 

~20,000  Selling  expenses' 

-170,000  Adjusted  cost  ba 


$145,000  Toxoble  profit 

•ADVERTISING,  LEGAL  FEES,  AGENT  S  COMMISSION 
-ORIGINAL  5100,000  PRICE,  PLUS  S5,000  ClOSINC 
COSTS  IN  1976,  AND  565,000  IN  HOME  IMPROVEl 

DATA:  mi  Homowmns  UX  Gum 
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V   THE  ASSOCIATION  FOR  COMPUTING  MACHINERY  PROUDLY  PRESENTS 

^THE  COMPUTER  MUSEUM'S  1992  COMPUTER 


R  I  D  A  Y 


MAY 


19  9  2 


HE  HASSLE  IH  THE  mi 

ANOTHER     TECHNICAL  KNOCKOUT 


CHARLIE 
"JOHANN  SEBASTIAN" 


EAST  vs  WEST 


JOHNF. 
"FUTURE" 


ACHMANSHOCH 


f),  Bachman  Information  Systems.  Inc. 


'THE  ELBOW 


ACHRONE 

Zitf  Davis  Pulilislimg  Company 


Captain,  Asset  Management  Company 


\         "THE  KILLER' 


KALB 


MasPar  Computer  Corporation 


RUTHANN 


|dr. 


DAVID  L 


Fluent  Macliines  Inc. 


i  "NIX. " 


/\PPAPORT 

chnology  Researeti  Group,  Inc. 


VS 


^  VERM  "THE ACE  " 


iff) 


RABURN 


Slate  Corporation 


THE  EXAMINER 

BILL  GATES 

Microsoft  Corporation 


PAUL  "BEARER' 


^  iSEVERINO 


Wellfleet  Communications,  Inc. 
VS 


DR.  JOHN  E.  "KNOCK KNOCK" 

WARNOCK 

Adobe  Systems,  Incorporated 


/ESITE  I™iec/iLE  <^  CLOSED  CIRCUIT  SITE 


XEROX  PALO  ALTO 
RESEARCH  CENTER, 
CALIFORNIA 


s  is  the  rematch  fans  have  been  waiting  for 
ir.  Ever  since  the  last  action-packed  Techni- 
lockout,  the  West  has  been  clamoring  for 
er  go  at  the  Champions  from  the  East.  On 
I ,  they'll  get  their  chance  to  lace  'em  up. 
n  us  at  live  at  ringside  or  at  the  closed 
t  site  for  all  the  blow  by  blow  excitement 
<e  Hassle  In  The  Castle  -  The  Computer 
um*s  4th  Annual  Computer  Bowl.  It's  sure 
Another  Technical  Knockout 

lenter  

\ssociation  for  Computing  Machinery 

srwriters  

3  Computer,  Inc. 

ai  Equipment  Corporation 


Judges 


Pamela  McCorduck 
Author 

Heidi  Roizen 

T/Maker  Company 


Founders 


Pat  Collins  Nelson  & 
Dr.  David  L.  Nelson 

Official  Sponsors 

Bank  of  Boston 
The  Bank 

BASF  Information 

Systems 

The  Diskette 


Intel  Corporation 

The  Microprocessor 

MasPar  Computer 

Corporation 

The  Massively  Parallel 

ComputerCompany 

Merrill,  Pickard, 
Anderson  &  Eyre 
The  Venture  Capital  Firm 

Price  Waterhouse 
The  Accounting  Firm 

Radius  Inc. 
The  Systems 
Enhancement  Company 


Robertson, 
Stephens  &  Co. 
The  Investment  Bank 

Stratus  Computer,  Inc. 
The  Transaction 
Processor 

Visix  Software  Inc. 
The  High  Performance 
Workstation  Software  Co. 

Wellfleet 

Communications,  Inc. 
The  Internetworking 
Company 

Promotion  

PARTNERS  &  Simons     HK  Graphics 


The  Computer  Bowl 
is  broadcast  on  the 
PBS  series,  Computer 
Chronicles,  hosted  by 
Stewart  Cheifet.  The 
Computer  Bowl  is  a 
project  to  benefit  the 
educational  programs 
of  The  Computer  Mu- 
seum, 300  Congress  St., 
Boston,  MA  02210. 

For  tickets  and  spon- 
sorship information 
61 7- 426-2800  ext.  346. 

Engraving   
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DON'T  GET  TRIPPED  UP 
BY  LAST-MINUTE  TRAPS 


Whenever  you  make 
u  mad  dash  to  beat 
the  Apr.  15  tax 
deadline,  you're  apt  to  make 
mistakes.  But  now,  there's  a 
greater  risk  of  last-minute 
missteps  catching  an  eye  at 
the  Internal  Revenue  Service. 

The  reason  is  a  spate  of 
tax-law  changes  that  make 
preparing  returns  for  1991 
"more  complicated,"  says 
Bonnie  Grisz,  senior  manager 
in  the  Dallas  office  of  accoun- 
tants Arthur  Andersen.  Now, 
the  taxpayer  must  perform 
extra  calculations  on  new 
worksheets  buried  in  the 
Form  1040  instructions.  Peo- 


are  the  first  on  which  you 
can't  actually  deduct  all  the 
itemized  deductions  you  list 
on  Schedule  A.  Not,  that  is,  if 
your  adjusted  gross  income 
(AGI)  is  over  $100,000.  Such 
taxpayers  have  to  find  a  10- 
step  worksheet  on  page  42  of 
the  long-form  instructions. 
You  use  it  to  reduce  deduc- 
tions by  ?>%•  of  the  amount  of 
AGI  over  that  ceiling.  But 
some  deductions  are  spared, 
and  you  can  still  keep  W/o  of 
the  amount  of  those  affected. 

Even  exemptions  are  no 
longer  simple  enough  to  be 
worked  out  on  Form  1040 
alone.  If  your  ACI  for  1991  is 


ap- 


pie  who  do  their  returns  man- 
ually "are  used  to  focusing  on 
what's  on  the  return  itself," 
says  Michael  Kennedy,  tax 
partner  in  charge  of  the  Phila- 
delphia office  of  Coopers  & 
Lybrand.  "Going  off  of  the  re- 
turn can  be  tricky." 
For  instance,  1991  returns 


more  than  $75,000,  you  have 
to  use  a  worksheet  on  page 
24.  It  lists  different  cutoffs 
for  each  filing  status  (such  as 
married  filing  jointly — 
$150,000)  and  takes  you  on  an 
eight-step  trek  toward  reduc- 
ing each  exemption's  value; 
the  amount  of  the  cut  is  T/"  of 


each  $2,500  step  over  your 
threshold. 

Tax  procrastinators  who 
also  happen  to  be  new  parents 
face  another  hurdle.  To  justi- 
fy a  $2,150  dependent  exemp- 
tion. Congress  has  decreed 
that  even  a  one- 
year-old  must  have 
a  Social  Security' 
number.  There's  a 
$50  fine  for  omit- 
ting it,  although 
the  IRS  suggests 
that  you  might  be 
spared  by  noting  you've 
plied  for  a  number. 
OLD  SCORES.  People  who  think 
about  taxes  only  once  a  year 
might  unwittingly  take  some 
deductions  that  died  with  the 
1990  tax  year.  If  these  slip 
past  a  preparer  and  if  the  IRS 
takes  a  few  years  to  catch  up 
with  them  in  an  audit,  the  in- 
terest and  penalties  could 
prove  costly. 

On  returns  for 
1991,  there's  not 
even  a  partial  deduc- 
tion anymore  for 
"personal  interest," 
such  as  on  credit- 
card  balances  or  car 
loans.  And  the  de- 
duction for  invest- 
ment-interest ex- 
pense— the  kind  you 
pay  to  a  brokerage 
house  when  you  buy 
stocks  on  margin — 
"is  limited  to  the 
taxpayer's  net  in- 
vestment income," 
notes  the  1992  IJ.  S. 
Master  Tax  Guide 
from  Commerce 
Clearing  House. 

Some  taxpayers 
may  be  disappoint- 
ed, too,  to  learn  that  hair 
transplants,  face-lifts,  and 
other  "unnecessary"  cosmetic 
surgery  no  longer  count  as 
medical  deductions.  But  sur- 
gery needed  to  correct  a  dis- 
figuring accident  still  quali- 
fies, says  Martin  Shenkman,  a 
Teaneck  (N.J.)  tax  lawyer 


TAXES 


who  writes  for  Bender's  F 
eral  Tax  Service. 

If  the  alternative-minimi 
tax  hasn't  been  part  of  y( 
life  before,  you  might 
know  if  it  is  now.  The  A 
makes  you  add  back  ded 
tions  and  tax- 
vored  income,  si 
as  that  from  ex 
cising  incent 
stock  options.  Y 
have  to  pay 
AMT  if  it  comes 
more  than  yc 
regular  tax.  So  because  C 
gress  raised  the  amt  for  li  i 
from  217'>  to  24%,  it's  apt 
snare  people  who  have 
planned  ahead  to  avoid  it. 
STOP  THE  CLOCK.  It  does 
take  anything  new  or  out 
the  ordinary  to  trip  up  m 
otherwise-savvy  taxpayers 
ery  year,  says  Coopers'  K 
nedy:  That's  because  "a  lot 
people  don't  pay  attention 
the  geography  of  the  retur 
Often,  when  they  report  t 
income  from  a  money-mar 
fund,  they  enter  it  in  the  p 
of  the  return  that  is  me 
for  interest. 

They  probably  got  that  i 
from  the  fund's  ads. 
while  money-market  funds 
vest  in  Treasury  bills  and  o 
er  instruments  that  pay  int 
est,  the  IRS  classes  what 
funds  pay  out  to  you  as  d 
dends — and  dividends  go  oi 
different  line. 

If  such  complexities  le£ 
you  feeling  less  than  ready 
Apr.  15,  you  can  send  a  ch( 
for  what  you  estimate 
owe  and  ask  for  an  automa 
four-month  filing  extension 
Form  4868.  One  advantage 
that,  adds  Andersen's  Gri 
is  that  you  gain  extra  time 
"establish  a  Simplified  E 
ployee  Pension  (SEP)  plan 
you're  self-employed"  or  f( 
a  Keogh  retirement  plan  tl 
you  opened  before  the  end 
1991.  Either  way,  it  coi 
mean  a  1991  deduction  of 
to  $30,000.  D 


Worth  Noting 


■  POSTAL  PROOF.  Using  regis- 
tered or  certified  U.  S.  mail  is 
"the  only  way  to  obtain  abso- 
lute proof"  of  filing  your  tax 
return  on  time  (or  at  all),  says 


Ernst  &  Young's  Financial 
Planning  Reporter.  Receipts 
from  commercial  carriers 
aren't  treated  as  "prima  facie 
evidence." 

■  STUB  CHECK.  Before  signing 
off  on  the  itemized  deduc- 
tions, examine  your  paycheck 


stubs,  suggests  the  American 
Institute  of  Certified  Public 
Accountants.  The  stubs  may 
remind  you  of  automatic  pay- 
roll deductions  for  dental  or 
medical  insurance  or  dona- 
tions to  United  Way  or  other 
charities. 


■  UNSAFE  HARBOR.  Estimal 

tax  takes  more  care.  If  y< 
income  is  growing,  talk  tc 
tax  pro.  The  "safe  harb< 
rule — no  underpayment  per 
ties  if  1992  quarterly  p 
ments  equal  100%  of  U 
tax — may  not  work  for  yoi 


100  BUSINESS  WEEK/APRIL  6,  1992 


PERSONAL  BUSI 


For  Vo\ages  TIiax 
Capt  URE  TliE  Imagination. 


Discover  a  cruise  ship  like  no  other  on 
THE  SEAS.  The  SSC  Radisson  Diamond. 
With  her  unique  twin-hull  design  and 
unmatched  comforts,  she's  quite  assur- 
edly unlike  anything  you  have  ever  exper- 
ienced. A  MASTERFUL  BLEND  OF  IMAGINATIVE 

form  and  innovative  function,  the  ssc 
Radisson  Diamond  promises  a  cruising 
experience  far  beyond  the  expected. 


This  spring,  her  inaugural  season,  she 
graces  the  exotic  ports  of  the  Mediter- 
ranean before  leaving  for  the  Caribbean 
on  a  thrilling  quest  of  classic  propor- 
tions, so  come  aboard  this  spring  and 
join  the  company  of  fellow  adventurers. 
Those  destined  to  hail  the  future  of  ocean 
travel  with  a  voyage  that  captures  the 
imagination. 


(I 

SSC;  Radisson  Diamond 

DIAMOND  CIRUISE 

For  itineraries  and  information, 
contact  your  travel  agent  or  call  800  333-3333, 


•'s  Recisi  R\';  FiNi.ANi>  •  OwNEn  B\'  Diamond  Cri  isf.  Ltd.  ■  Manaoed  by  Radisson  Hotels  Internafionae 


Incandescent  parrots. 


Pink  dolphins- 


And  half  the  medicme  known  to  man 


This  IS  the  ram  forest. 


Every  second  another  acre  of  ram  forest  is  destroyed  forever  World  Wildlife  Fund  needs  your  help  1-800-CALL-WWF 
World  Wildlife  FundClMi  Ram  Forest  Rescue  Campaign 


100 B  Elite 


AN  OFFER 
WORTH  THE  PAPER 
IT'S  PRINTED  ON.  ] 

With  every  new  subscription. 

Business  Week  will  plant  a  tree 

in  one  of  America's  Heritage  Forests. 
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ts  listed  only  in  tables  are  not  included. 


Dataquest  89 
Dell  22 

Deloitte  &  Touche  78 

De  Teffe  Capital 
Management  96 

Deutsche  Bonk  44 

Domino's  Pizza  48 

Dow  Corning  28 

Dresdner  Bank  44 

Drexel  Burnham 
Lambert  10 

Duracell  36 


Elan  95 
Entel  86 

Ernsts.  Young  78,  100 
Estee  Lauder  26 
Evans  Economics  14 
Evereody  36 

F 


Fiat  47 

Ford  66,90 

Forschner  Group  8 

Freedom  Gold  & 
Government  Fund  79 

Fujitsu  89 

Furmon  Selz  83 


GE  36,75,90 

Georgio-Pociflc  30 
Gibson,  Dunn  & 
Crutcher  78 

Giddings  &  Lewis  70 
GM  36,41,58 
Goldman  Sachs  83 
GTE  86 


Henley  Group  60 
Hewlett-Packard  22,  70 
Hitachi  90 
Hosiden  22 
Houdaille  Industries  10 
HuttonlE.F.)  10 
Hyundai  47,  66 

I 


IBM  22,36,64,88,89 

Icos  25 
ImClone  25 
Inamed  28 

Inspiration  Resources  84 
Intel  70 
Itel  60 


J.D.  Power  &  Associates  66 


Kaye,  Scholer,  Fierman, 
Hoys  8.  Handler  78 

Kmart  8 

Kohlberg  Kravis 
Roberts  10,83 

KPMG  Peat  Morwick  78 


Loventhol  &  Horwoth  78 
Lozard  Freres  83 
Lennar  82 

Lincoln  Savings  &  Loon  78 
Lineopiu  95 

M 


Marvel  Entertainment  26 
MCA  64 

McGhan  Medical  28 
McGraw-Hill  18 
Mentor  28 
Merck  70 
Merrill  Lynch  96 
Microgrofx  88 
Microsoft  88 
Microterro  95 
Minorco  84 
Mitsubishi  90 
MMS  International  18 
Monsanto  36 
Morgan  (J. PI  10,86 
Morgan  Stanley  20 
Motorola  70,  90,  91 

N 


NEC  89 
Nike  10 
Novell  36 


Olivetti  47 
Olympia  &  York 

Developments  20 
Omron  Tateisi 

Electronics  91 
Oppenheimer  28 
Otis  Elevator  90 


PoineWebber  79 
Perot  Systems  41 
Phar-Mor  26 
Phibro  Energy  36 
Philips  64 

Piad  Precision  Casting  75 
Pilgrim  Group  60 
Pillsbury  26 
Planar  Systems  22 
Precise  International  8 
Price  Waterhouse  96 
Procter  &  Gamble  26,30 
Prodigy  8 

Q 
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Every  week  Business  Week  brings  you  up  to 
date  on  the  world  of  business.  We're  committed 
to  bringing  you  coverage  of  business  news  that 
is  not  only  timely  but  insightful.  Now,  we're 
also  committed  to  teoming  up  with  you  to  make 
a  positive  contribution  to  our  environment. 

With  the  help  of  the  Global  ReLeaf  Campaign 
of  the  American  Forestry  Association  (AFA),  we 
will  plant  a  tree  in  one  of  America's  fferitage 
Forests  with  every  new,  paid  Business  Week 
subscription. 

Global  ReLeaf  educates  people  on  opportunities 
to  enhance  the  environment  through  improve- 
ment of  trees  and  forests.  The  campaign  creates 
these  positive  environmental  opportunities  for 
individuals,  community  groups  and  businesses. 

The  Heritage  Forest  Program  is  one  such 
opportunity.  Heritage  Forests  are  special  public 
lands,  selected  by  the  AFA  as  lands  where 
private-sector  donations  can  create  new  forests, 
thot  would  not  be  possible  under  existing  public 
programs  and  budgets. 


SUBSCRIBE  TO  BusinessWeek  NOW 

We'll  plant  your  tree  and  still  offer  you 
substantial  savings.  At  only  89(an  issue, 
you  save  64%  off  the  $2.50  cover  price 
and  make  a  positive  contribution  to  the 
environment. 

Enjoy  the  convenience  of  having  Business 
Week  delivered  and  the  satisfaction  of 
having  done  something  to  help  improve 
and  preserve  America's  forests. 

If's  easy  to  do.  Fill  out  one  of  the 
post-paid  cards  found  in  this  issue  and 
drop  it  in  the  wail  today  or  tall  toll-free 
1-800-635-1200. 

For  more  inlotmolion  on  Ihe  Clobol  ReLeof  Progrom,  (oil  1202)  667  3300 
or  write  lo  ihem  ol  P  0  Box  2000,  Woshinglon,  D  (  20013 
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Delegates  to  Business  Week 's 
third  annual  Future  Of  World 
Telecommunications  forum  will 
have  an  unparalleled  opportunity 
to  meet  with  directors-general 
and  ministers  of  communications 
from  around  the  world,  both 
in  formal  sessions  and  private 
discussions. 

Business  Weel<  is  honored  to  welcome: 

Alfred  Sikes,  Chairman, 
US  Federal  Communications 
Commission 

Sir  Leon  Brittan,  Vice  President, 
Commission  of  the  European 
Communities 

H.E.  Eugene  Chien,  Minister 
of  Communications, 
Taiwan 

Hon.  Bradley 
Holmes,  US  Asst. 
Secretary  of  State  for 
Communications  and 
Information  Policy 


Presented  in 
association  with: 

DELOITTE  & 
TOUCHE 

DIGITAL 

EQUIPMENT 

CORPORATION 

FRANCE  TELECOM 


MCI  COMMUNICATIONS 
CORPORATION 

MOTOROLA 

NATIONAL  SEMICONDUCTOR 
NCR  CORPORATION 
SYNCORDIA 


1 
] 


1 

0 

The  Future  of  World  Telecommunications 


Attendance  is  Hmited,  so  register  now. 

Call  Business  Weeic  Executive 
Programs:  In  US  (800)  445-9786 
or (+1-212) 512-2184, 
orfax  (+1-212)  512-6281 
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Mar.  24-  Mutual  fund  returns  are  as  of  Mar  20,  Relative  portfolios  c 
detailed  explanation  of  this  page  is  availoble  on  request. 


valued  as  of  Mar,  24.  A  more 
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FORGING  A  GROWTH  POlia  FOR  AMERICA 


Call  it  the  light  bulb  theory  of  gi'owth.  For  some  years 
now,  America's  most  competitive  companies  have  been 
its  brainiest,  the  ones  making  the  supercomputers 
and  cellular  phones,  the  spreadsheets  and  the  synthetic 
drugs— the  new  products  that  dot  our  high-tech  lives.  In  the 
global-growth  sweepstakes,  these  companies  lead  the  pack, 
and  their  competitors  overseas  in  similar  cutting-edge  in- 
dustries have  become  formidable  opponents.  They  all  rely  on 
ideas— ideas  for  raw  materials,  product  designs,  manufac- 
turing processes,  and,  ultimately,  for  commercial  products. 

In  such  an  environment,  knowledge  counts  for  more  than 
capital  or  labor.  The  nations  that  will  prosper  will  be  tho.se 
that  create  new  knowledge  best  and  are  able  to  transform  it 
most  effectively  into  new  products  and  technologies.  The  end 
of  the  cold  war  with  its  prospect  of  big  defense  cutbacks 
breathes  new  life  into  an  old  question:  Should  the  U.  S. 
have  a  policy  to  promote  technology  and  industry?  We  say 
the  government  must  have  an  important  role  in  spurring  the 
attainment  of  knowledge  and  the  generation  of  ideas,  in- 
cluding research  and  development,  scientific  and  technical  ed- 
ucation, the  diffusion  of  technological  knowledge,  and  help  to 
industry  in  exporting  science-  and  technology-based  products 
(page  70). 

America  needs  a  new  growth  policy  for  the  1990s,  an  in- 
dustrial policy  that  acknowledges  that  ideas  drive  growth. 
Government  should  provide  a  fertile  environment  for  indi- 
viduals, companies,  and  industries  to  pursue  new  ideas  and 
new  techniques,  and  it  should  be  willing  to  spend  money  and 
even  lose  money  today  in  order  to  ensure  more  vigorous 
growth  tomoiTow.  Supporting  tuition  for  engineering  and  sci- 
ence students  and  making  the  research  and  investment  tax 
credits  permanent  would  be  good  moves.  So,  too,  would 
reallocating  defense  R&D  spending  toward  civilian  R&D. 


And  because  so  many  people  across  so  many  industrid 
benefit  from  ideas  that  serve  as  building  blocks  for  nej 
technologies  and  products,  it's  not  right  to  assume  that  if 
dividuals  or  individual  companies  can  or  even  should  shou 
der  all  the  costs  of  developing  new  ideas.  Even  today,  tq 
U.  S.  government  is  supporting  supercomputing  and  biot 
research.  Some  basic  ideas  are,  in  economists'  parlano 
public,  or  at  least  quasi-public,  goods  and  deserve  to  recei^ 
public  financing. 

The  critics  will  chonjs  that  government  shouldn't  interfe 
with  the  marketplace.  An  industrial  policy,  they  argue,  pvi 
government  in  the  position  of  picking  winners  and  losers, 
industrial  policy  costs  billions  of  dollars.  An  industrial  pol 
cy  smacks  of  central  planning,  the  critics  charge,  citing  tlj 
catastrophic  failure  of  the  Soviet  command  economy. 

A  coherent,  knowledge-based  gi'owth  policy  can  avo 
the  pitfalls  the  critics  worry  about.  First,  policies  must ' 
designed  in  such  a  way  that  no  particular  industries  are : 
vored.  Parceling  out  research  dollars  via  a  scientific  peer-ij 
view  process  and  requiring  business  to  make  matching 
vestments  in  some  cases  should  protect  the  process  froj 
being  hijacked  by  political  interests.  Shifting  federal  dolL 
out  of  other  existing  programs,  such  as  military  R&D  spen 
ing,  is  one  way  to  hold  down  costs.  No,  America  doesn 
want  a  Ministry  of  International  Ti'ade  &  Industry  ortr 
Gosplan.  But  even  in  the  former  Soviet  Union,  the  diversiU 
of  good  ideas  to  the  defense  industry  produced  some 
paralleled  high-tech  accomplishments,  just  as  in  the  U.  S., 
diversion  of  talent  and  resources  to  the  defense  sect] 
brought  new  advances.  It's  clear  that  when  governme 
sets  out  to  achieve  something,  the  returns  can  be  high.  H 
the  post-cold-war  world  of  ideas,  industry  and  governme 
can  be  partners  for  gi'owth. 


BIG  SHAREHOLDERS,  DO  YOUR  HOMEWORK 


Shareholder  activism,  born  long  ago  out  of  concern 
(jver  such  issues  as  corporate  social  accountability, 
is  taking  a  new  twist.  In  recent  years,  shareholders 
started  using  proxy  resolutions  to  protest  management-en- 
trenchment devices  and  to  improve  corporate  governance, 
particularly  boardroom  practices.  Now,  shareholder  activism 
is  coming  to  grips  with  deeper  corporate  issues.  The  pace- 
setting  California  Public  Employees'  Retirement  System  is 
targeting  poor  performers  and  broadening  its  range  of  con- 
cerns. Although  still  intent  on  making  boards  more  effective, 
CalPERS  is  sounding  off— rightly— about  pay  policy  and  cor- 
porate strategy  (BW— Mar.  30).  Close  behind  it  are  a  few 
other  public  pension  funds.  New  York  State's  fund,  for  in- 
stance, wants  the  Securities  &  Exchange  Commission  to 
permit  big  shareholders  to  critique  coi-porate  performance  in 
proxy  statements.  Many  chief  executives  aren't  ready  for 
this  new  age. 


But  neither  are  many  institutional  investors,  who  wantf 
see  the  companies  in  their  portfolios  pert'onn  better.  It's 
to  petition  a  company  to  place  only  independent  directors  ] 
its  board's  compensation  committee.  It's  a  lot  more  diffic*^! 
to  suggest  that  a  company  i-evamp  its  compensation  polic 
or  reconsider  a  failing  diversification— ideas  that  require  a  | 
phisticated  understanding  of  incentives  and  strategy, 
many  pension  funds  have  tiny  investment  staffs,  unversedl 
the  ways  of  corporations.  They  may  be  sufficient  to  make  ] 
vestment  decisions,  but  little  more. 

Activist  shareholders  want  their  voices  to  be  heard.  Maf 
are  too  big  merely  to  sell  out  their  investment  in  compans 
that  aren't  performing.  But  before  they  follow  CalPE^' 
they  must  educate  themselves.  Like  CalPERS,  they  mi; 
buy  or  hire  the  expertise  they  don't  have.  Not  doing  enom 
preparation  is  one  sure  way  to  set  back  the  progress  E 
activism. 
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MAJOIt  INDI  S  I  KIKS  USING  COIOfl 


The  HP  DeskJet  500C. 
Prints  crisp  black  & 
white  and  color  for  only 


«1,095: 


Sometimes  the  Hewlett-Packard 
DeskJet  5()()r  is  a  black  and  white 
printer.  Smart-looking,  formal, 
very  businesslike.  And  because 
it  s  a  Hewlett-Packard  Inkjet 
printer,  it  gives  you  laser-cjuality 
print  output  with  clean,  crisp 
type  and  graphics.  For  a  very 
logical  |)rice. 

But  other  times  the  DeskJet  50()C 
is  a  color  printer  Just  snaj)  in  a 
cartridge  and  check  out  its  wikler 
side.  Get  the  same  clear,  sharp 
l)rint  (luality.  But  in  color  Choose 
from  thousands  ol'different  sha(U>s 
to  really  make  your  |)ropo.sals 
and  presentations  come  to  life. 

Get  the  HP  DeskJet  5()()C  for  PC's 
or  the  DeskWriter  C  fi  )r  Macintosh. 
Both  come  with  HP's  three-year 
limited  warranty.  Th(\v  print  on 
plain  I  )aj)er  or  transparenc  y  and 
work  with  all  the  popular  software. 
They'i  e  easy  to  use  and  small 
enough  to  lit  on  your  desk. 

T( )  see  a  dvnv  )nst rati(  )n  ( )f  Ik  )W  the 
DeskJet  oOOC  or  DeskWriter  (  '  can 
add  some  pei-sonality  to  anything 
you  i^rint,  call  1-800-552-8500, 
Ext.  3069  for  a  i)rint  sam])l(^  and 
the  name  of  the  authoriztnl  HP 
dealer  nearest  you. 


HEWLETT 
rim  PACKARD 


'Sujigestcd  I  S  iisl  price 

c  1992  Hcwielt  i^.u  kiinl  ("<Mnpany  I'K122():i 


America's  love  affair  with  the  original  minivan  continues.  Introducing  the  new  1992  Plymouth  Voyager  wha. 
money-saving  optional  Family  Value  Package  that  offers  automatic  transmission;  power  liftgate  release;  dual  hcus; ... 
body-side  moldings;  and  air  conditioning  at  no  charge;  plus  over  60  other  standard  features,  including  a  inin'ai  - 
driver's  air  bag.*  All  for  $14,266!  t  Youll  also  value  the  available  all-wheel  drive,  available  anti-lock  brakes  and  i  v 


!r's  Choice  Protection  Plan:  7  year/70,000  mile  powertrain         AdUflntflflC-  Pltf  IHOUth 

inty,  or  3  year/36,000  mile  bumper  to  bumper  warranty  +  wmm  a  division  of  Chrysler  corporation 
her  car  maker  offers  this  level  of  flexibility  in  choosing  tJie  warranty  that's  exactly  right  for  you.  So  visit  your 
5ler-Plymouth  dealer  today  ()r  call  1-800-Plymouth  for  purchasing  or  Gold  Key  Plus/leasing  information. 
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PRODUCTION 

Change  from  last  week:  0,4% 
Change  from  last  year:  2.8% 

1967=  100  (four  week  moving  overage) 
185  


LEADING 

Change  from  lost  week:  -0  1  % 
Change  from  last  year:  -2, 1  % 
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The  production  index  rebounded  modestly  during  the  week  ended  Mor  21  On 
Q  seasonally  ad|usted  basis,  output  of  steel,  autos,  crude-oil  refining,  paper, 
poperboord,  and  rail-freight  traffic  increased  Truck,  coal,  and  lumber  production 
declined,  while  electric  power  output  was  unchanged  from  the  previous  week.  Before 
calculation  of  the  four-week  moving  overage,  the  index  increased  to  180,8,  from  the 
179,4  posted  the  week  before. 

BW  production  index  copyrigfit  1992  by  McGraw-Hill  Inc 


200 

1991  1991  1991 

The  leading  index  declined  slightly  during  the  week  ended  Mar  21,  Higher  lit 
prices,  a  modest  improvement  in  the  growth  rote  of  moteriols  prices,  and  a  deut 
in  the  number  of  business  foilures  were  slightly  offset  by  higher  bond  yields  |a 
further  deterioration  in  the  growth  rotes  of  M2  and  real  estate  loons.  Priote' 
calculation  of  the  four-week  moving  average,  (he  index  dropped  to  210  4,  Iw 
210,9  in  the  previous  week  ( 
Leading  indeic  cop/right  I  992  by  Center  for  International  Business  Cycle  Reseorch  ' 
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latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (3/281  thous,  of  net  tons 

1,820 

1,851# 

14.9 

AUTOS  |3/28|  units 

120,435 

109,005r# 

28  9 

TRUCKS  (3/28)  units 

87,913 

89,062r# 

43  3 

ELECTRIC  POWER  |3/28|  millions  of  kilowatt-hours 

53,591 

53,938# 

5.5 

CRUDE-OIL  REFINING  (3/28)  tfious.  of  bbl./day 

13,079 

13,023# 

3.0 

COAL  |3/211tfious.  ofnettons 

19,152# 

19,057 

-2.4 

PAPERBOARD  (3/21)tfious,  oftons 

801. 6# 

790.0r 

6  0 

PAPER  (3/21)  tfious  oftons 

770.0# 

762  Or 

2  1 

LUMBER  (3/21)  millions  of  ft. 

519.6# 

518.4 

6.3 

RAIL  FREIGHT  (3/2 1)  billions  of  ton-miles 

21. 2# 

20.7 

9.8 

Sources:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  Americon  Paper  Institute,  WWPA',  SFPA',  Association 
of  American  Railroads 

Lotest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (4/i) 

134 

133 

136 

GERMAN  MARK  |4/i) 

1.65 

1.65 

1.67 

BRITISH  POUND  |4/1) 

1.72 

1.73 

1.79 

FRENCH  FRANC  (4/i) 

5  61 

5.62 

5.65 

CANADIAN  DOLLAR  (4/i) 

1.19 

1.19 

1.16 

SWISS  FRANC  (4/1) 

1.51 

1.50 

1.41 

MEXICAN  PESO  (4/i)- 

3,047 

3,054 

2,983 

Sources:  Ma|or  New  York  banks  Currencies  expressed 
pound  e.x  pressed  in  dollors 

m  units  per  U  S  dollar,  except  for  British 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (4/3)  S/troyoz, 

344  000 

341.250 

-4  2 

STEEL  SCRAP  |3/31)  #1  heavy,  S/ton 

84.83 

89.50 

-16  8 

FOODSTUFFS  (3/30)  index,  1967=100 

201  9 

204  8 

-4.8 

COPPER  (3/28)  </lb. 

106.0 

105-8 

-4.9 

ALUMINUM  p/28)c/ib. 

59.0 

60.4 

-1  1.7 

WHEAT  (3/28)  #2  hard,  S/bu. 

4  43 

4  38 

48  7 

COTTON  (3/28)  strict  low  middling  1-1/16  in,,  C/lb, 

53.44 

51.70 

-29.5 

■  U:!:]l!frll'|.]f^\MT 


STOCK  PRICES  (3/27)  S&P500 


407.53 


409  24 


CORPORATE  BOND  YIELD,  Aaa  (3/27) 


8.36% 


8.380' 


INDUSTRIAL  MATERIALS  PRICES  (3/27) 


96.7 


96.4 


BUSINESS  FAILURES  (3/20) 


445 


465 


REAL  ESTATE  LOANS  (3/i 8)  billions 


$401.5 


$403.0r 


MONEY  SUPPLY,  M2  (3/i 6)  billions 


$3,444.1       $3,446. 7r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (3/i4)  thous 


447 


432r 


Sources:  Standard  &  Poor's,  Moodys,  Journol  of  Commerce  (index:  1980=100),  Dun  &  'ii 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept  CIBCR  seasonally  ostj 
data  on  business  failures  and  real  estote  loans. 


1  MONTHIY  ECONOMIC  INDIWORS  1 

Latest 

Month 

%Cbgt 

month 

ago 

yeaig* 

CONSTR.  SPENDING  (Feb  )  annual  rote,  billions  $406.2 

$407. 9r 

9 

12  LEADING  INDICATORS  COMPOSITE  (Feb  )  index     U7  6 

146.5 

PERSONAL  INCOME  (Feb.)  annual  rate,  billions        $4,972.4       $4,918. Ir 


CONSUMER  SPENDING  (Feb  )  billions 


$4,030.8  $3,993.7 


Sources:  Census  Bureou,  Commerce  Dept 


■.',M!hM:Vil!M[/V7TT 


Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Meto/s 
Week,  Kansas  City  market,  Memphis  market 


MONEY  SUPPLY,  Ml  (3/i6) 

$943.4 

$939.6r 

BANKS'  BUSINESS  LOANS  (3/i8) 

289.9 

289.3r 

4 

FREE  RESERVES  (3/i8) 

416r 

883r 

NONFINANCIAL  COMMERCIAL  PAPER  (3/i8) 

141  4 

139.4 

f, 

Sources:  Federal  Reserve  Board  {in  billions,  except  for  free  reserves. 

which  are  expressed 

a 

two-week  period  in  millions) 

MONEY  MARKET  RATES 

\ 

Latest 

Week 

if 

week 

ago 

0 

FEDERAL  FUNDS  (3/31) 

4.07% 

3.86% 

6.C 

PRIME  (4/1) 

6.50 

6.50 

9.C 

COMMERCIAL  PAPER  3-MONTH  (3/31) 

4.28 

4.32 

6.7 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (4/i) 

4.19 

4.22 

6.1 

EURODOLLAR  3-MONTH  (3/28) 

4.26 

4  30 

6.3 

ti 

Sources:  Federol  Reserve  Boord,  First  Boston 


URavj  data  m  the  production  indicators  ore  seosonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  ond  not  listed)  include  machinery  and  defense  equipmi- 
1  =  Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn      3  ^  Free  market  value     NA^  Not  available     r  =  revised     NM  ^  Not  meaningful 
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itroducing  Photography  Without  All  The  Negatives. 


PCComputing 

MVP 


omii 


New  FotoMan™-the  portable,  affordable  camera  for  your  computer. 

T*  I  No  more  wasting  time  and  money  having  film  developed!  Pocket-sized  FotoMan  shoots  up  to 
~"  |^  32  pictures  in  a  session,  and  digitizes  them  in  256  shades  of  gray.  With  a  built-in  recharge- 
le  battery,  automatic  flash  and  outdoor  filter,  you  can  take  shots  anywhere  -  one  button  operation  and  W^^^  ^ 
inite  field  of  focus  make  it  easy!  Pop  the  pictures  into  your  PC  via  the  serial  port  (you  don't  need  a  digi- 


ng  board),  and  use  Windows compatible  FotoTouch™  software  to  cmp  backgrounds,  change  sizes,  adjust 
itrast  -  even  create  special  effects.  All  for  just  $799.  For  the  whole  picture  call:  1  800  231  771^  ext.  473. 


lOCillGH 


The  Six-Yeai  NaliDiial  Development  Plan  wil 
spend  over  US$3CK)  billion. 
6B-CA 


■"Within  the  tranicwt)rk  ot  our  Six-Ycar  National  De- 
velopment Plan. ..we  can  attain  a  great  status  in  the  Western 
Pacific.. .[and]  establish  ourselves  as  a  major  Asian  finan- 
cial center."  ^ 

—  President  Lee  Teng-hui 

The  people  of  the  Republic  of  China  on  Taiwan  have 
worked  hard  to  achieve  economic  prosperity  and  a  demo- 
cratic society.  Now,  they're  ready  for  the  next  phase  in 
their  country's  evolution. 

The  Six-Year  National  Development  Plan  will  spend 


-Moves  with  a  World  Vision 

not  just  looking  inward.  They  are  also 
ready  to  play  a  bigger  role  on  the  in- 
ternational stage  and  help  less  devel- 
oped nations  achieve  their  economic 
potential. 

The  Republic  of  China  is  already 
a  major  player  in  regional  organiza- 
tions like  the  Asian  Development  Bank. 
It  has  formally  applied  for  member- 
ship in  GATT,  and  is  seeking  to  enter 
other  international  economic,  cultural, 
and  humanitarian  organizations. 

The  country  is  also  providing  sub- 
stantial aid  to  less  developed  countries 
through  its  US$1.1  billion  Interna- 
tional Economic  Cooperation  and  De- 
velopment Fund  and  through  its  dis- 
aster-relief program  for  victims  of 
natural  disasters. 

This  is  just  the  start  of  a  new  era 
in  the  Republic  of  China's  evolution. 
Its  people  are  determined  to  accept  their 
obligations  as  responsible  members  of 
the  international  community. 

Their  aspirations  are  represented  by 
the  Taipei  International  Convention 
Center...  where  people  from  different 
nations  can  meet  and  share  their  expe- 
riences to  help  the  development  of  a 
new  world  order  based  on  peace, 
progress  and  prosperity. 


over  US$300  billion  on  775  projects  by  1996.  It  will  boost 
the  Republic  of  China's  industrial  potential,  increase  national 
income,  and  improve  the  quality  of  life.  The  projects  will 
cover  transportation  and  communications,  urban  develop- 
ment and  housing,  energy,  culture  and  education,  social 
welfare  and  security,  environmental  protection,  science  and 
technology,  flood  control,  and  healthcare. 

The  Plan  also  provides  an  enormous  opportunity  for 
foreign  investors  to  participate  in  these  projects. 

But  the  people  of  the  Republic  of  China  on  Taiwan  are 
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iness  Week  estimate  for  BW  International. 
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No  matter  where  news  broke  in  1991. 
Whether  it  happened  close  to  home  or  halfway 
around  the  world.  The  best  place  to  read  about 
its  impact  on  a  wide  range  of  industries  was  in 
the  pages  of  Business  Week. 

With  more  than  200  editors  in  25  bureaus,  we 
gave  our  7.3  million  worldwide  readers  global 
coverage  of  all  the  events  that  impacted  their 
businesses-while  the  news  was  still  hot.  And 
we  did  it  with  the  depth  and  tough-mindedness 
that's  made  us  the  most  widely  read  business 
magazine  among  the  world's  top  executives. 
Every  week  of  the  year. 
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he  Vitality  of  Taiwan's  Fi^ 


Taiwan  is  now 
equitable  balance 
6F-CA 


working  low 
of  trade. 


Over  the  last  four  decades,  the  world  has  witnessed 
Taiwan's  economic  miracle. 

The  per  capita  GNP  of  the  Republic  of  China  on  Taiwan 
has  grown  from  US$145  in  1951  to  over  US$8,000  in  1990. 
And  today  the  Republic  of  China  ranks  as  the  world's  fif- 
teenth largest  trading  nation. 

Now,  the  Republic  of  China  is  looking  for  more  effec- 
tive ways  to  cooperate  with  other  countries  and  to  share  its 
prosperity  with  less  developed  nations. 

From  being  a  country  that  focuses  strongly  on  exports,   Taipei  World  Tre 


t  •  •  • 


Moves  to  Center  Stage 


the  Republic  of  China  is  now  working  towards  a  better 
balance  of  trade. 

The  government  has  made  several  tariff  cuts  to  encour- 
age imports,  particularly  from  the  U.S.  and  third  world 
countries.  (Proof  of  this  two-way  trade  policy  is  the  Import 
Fair  held  in  Taipei.) 

Local  companies  are  encouraged  to  invest  in  other 
countries.  For  instance,  many  firms  making  products  inten- 
sive in  unskilled  labour  have  moved  to  Malaysia  and  Thai- 
land. The  Republic  of  China  wants  to  spread  its  prosperity 


by  helping  other  countries  take  over 
the  export  market  for  labour-intensive 
products. 

At  the  same  time,  the  Republic  of 
China  has  introduced  a  wide  range  of 
incentives  for  investors  from  abroad. 
And  newly-liberalised  laws  welcome 
foreign  investment  in  finance,  bank- 
ing and  insurance.  Foreign  banks  are 
permitted  to  offer  the  same  range  of 
services  as  local  banks. 

Taiwan's  stock  market,  too,  is  now 
open  to  international  brokerage  firms. 
Local  citizens  can,  for  the  first  time, 
invest  in  international  financial  mar- 
kets. 


Actions  like  these  speak  louder 
than  words,  as  the  Republic  of  China 
becomes  a  more  active  member  of  the 
international  community  and  plays  a 
bigger  role  on  the  world  financial  stage. 
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Since  1975,  Golden  Gate  housing,  financial,  and  tax    or  write  to  1350  Waller  Street, 
Senior  Services  has  been  probienis.  We  have  classes  on  San  Wancisco,  CA  94117  as  soon 
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WHO  NEEDS  TO  KNOW  WHAT 
AT  THE  JOB  INTERVIEW 

Regarding  your  review,  "The  preg- 
nant silence  in  Corporate  America" 
(Books,  Mar.  9),  it's  quite  obvious  that 
the  interviewer  who  "really  needs  to 
know"  if  the  22-year-old  female  appli- 
cant plans  to  have  children  would  never 
hire  a  woman  in  any  case. 

So  a  better  answer  to  his  [the  inter- 
viewer's] question  might  be:  "Before  I 
promise  to  work  here  forever,  to  forgo 
matrimony,  parenthood,  taking  time  off 
to  write  a  novel,  contracting  debilitating 
illnesses — what  I  really  need  to  know  is 
if  management  has  any  plans  to  sell  this 
paper  to  someone  who  might  spin  it  off 
or  close  it  down,  leaving  me  jobless  and 
pensionless  when  I'm  too  old  to  find 
comparable  employment." 

Author  Felice  Schwartz  is  living  in  a 
time  warp  of  the  1970s  and  early  1980s. 
Recent  events  have  shown  that  so-called 
corporate  career  tracks  are  easily  super- 
seded by  other  more  powerful  game 
plans.  Young  people  entering  the  job 
market  should  just  do  what  they  have  to 
do  to  get  started  and  take  care  of  their 
own  careers.  It  has  already  been  demon- 
strated that  Corporate  America  isn't  go- 
ing to  do  it  for  them. 

Marilyn  Rosenfeld 
New  York 


WHAT  MERIT  PAY  CAN 

—AND  CAN'T— DO  

Although  your  recent  article  "Merit 
pay  for  teachers  may  not  have 
much  merit"  (Top  of  the  News,  Mar.  9) 
focuses  on  the  economic,  political,  and 
threatening  aspects  of  pay-for-perfor- 
mance  programs,  it  leaves  a  basic  ques- 
tion unanswered:  Can  incentive-pay  pro- 
grams help  improve  the  quality  of 
American  education?  I  believe  they  can, 
and  despite  the  tone  of  your  article, 
these  plans  should  not  be  abandoned. 

When  interviewed  by  the  author  of 
the  article,  I  spoke  as  a  Fairfax  County 
merit-pay  teacher  with  over  20  years  ex- 
perience and  indicated  that  I  see  the  fu- 
ture of  education  linked  to  two  factors: 
reducing  class  size  and  improving  teach- 
ing quality.  In  analyzing  the  merits  of 


merit  pay,  a  careful  look  at  what  it  can 
and  cannot  do  must  be  taken. 

The  article  notes  that  improvements  in 
student  performance  do  not  seem  to  cor- 
relate to  the  existence  of  merit  pay.  The 
fact  is  that  all  the  merit  pay  in  the  world 
cannot  make  even  the  most  skillful 
teachers  into  magicians.  With  class  size 
on  the  increase,  available  resources  for 
classroom  use  on  the  decrease,  the  deep 
social  issues  that  interfere  with  many 
students'  readiness  to  learn,  and  lack  of 
parental  involvement,  it  is  absurd  to 
think  that  the  existence  of  merit  pay 
alone  can  compensate.  Until  these  other 
issues  are  also  dealt  with,  linking  stu- 
dent-performance results  to  merit  pay  is 
neither  fair  nor  realistic. 

Tina  Yalen 
Reston,  Va. 

It  is  no  easier  to  define  the  objectives 
of  many  kinds  of  work  in  business 
than  it  is  to  define  the  objectives  of 
teaching.  But  the  need  to  do  it  and  get  it 
right,  is  more  often  recognized  in  busi- 
ness operations  because  of  its  bearing 
on  profits.  But  are  we  not  also  seeking  a 
measurable  form  of  profit  in  education? 

Arnold  S.  Daniels 
Newton,  Mass. 

ESPRIT  DE  CORP: 

WIN  SOME,  IPSE  SOME  

The  article  "Will  politically  correct  sell 
sweaters?"  (People,  Mar.  16)  on  Su- 
sie Tompkins  and  Esprit  de  Corp  was  a 
frustrating,  superficial  treatment.  Social 
responsibility  should  not  be  confused 
with  "political  correctness";  nor  should 
socially  responsible  leadership  be  equat- 
ed with  unsophisticated  business  prac- 
tices. Profits  and  ethics  are  not  incom- 
patible. The  topic  of  corporate  social 
responsibility  deserves  serious  attention, 
and  Tompkins  deserves  credit  for  being 
an  innovator  in  this  area. 

Donna  J.  Wood 
Associate  Professor 
of  Business  Administration 
University  of  Pittsburgh 
Pittsburgh 

■ had  never  heard  of  the  company  Es- 
prit until  my  wife  went  into  an  outlet 
store  near  Palm  Springs,  Calif.  While  we 
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THIS  YEAR 
WE'LL  SPEND  MORE 
ON  R&D  THAN  MOST  OF 
THE  FORTUNE 500 WILL 
MAKE  IN  SALES. 


POCKET  COMMANDER'"  is  a  trademark  of  Fu)itsu  Network  Transmission  of  America,  Inc. 
FORTUNE  500  is  a  registered  trademark  of  Ttie  Time  Inc  Magazine  Company 


We  spend 
more  than  $2  billion 
annually  on  R&D  (over  10%  of 
sales)  to  bring  the  most  profound  technolo- 
gies down  to  human  terms.  And  put  some  of  them 
n  human  hands.   qD  The  ultra-light  cellular  phone,  a 
ect  result  of  our  microelectronics  research,  is  an  exam- 
.  It  was  Fujitsu  gallium  arsenide  circuitry  that  made  smaller 
and  lighter  cellular  phones  possible — like  the  Pocket 
Commander,™  measuring  5.3  inches  in  length,  and 
weighing  under  10.4  ounces.  qO  Another  Fujitsu 


FuiitsumSion   '^'''^^ — High  Electron  Mobility  Transistor — is  mak 

nproved  broadcast 

lossibie         jng  improved  broadcast  satellite  TV  systems  pos- 
And  a  design  innovation  incorporating  voice  guidance  and 
He  made  Fujitsu  automated  teller  machines  first  to  accom- 
Ddate  the  disabled.  qO  In  over  100  countries,  we're 
:ranslating  the  complexities  of  technology  into  new 
ways  to  make  life  less  complex.  It's  helped  make  us  J 
the  $21  billion  company  we  are  today.  Now 
it's  helping  us  make  our  name  in 
America. 
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COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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Delegates  to  Business  Week 's 
third  annual  Future  Of  World 
Telecommunications  forum  will 
have  an  unparalleled  opportunity 
to  meet  with  directors-general 
and  ministers  of  communications 
from  around  the  world,  both 
in  formal  sessions  and  private 
discussions. 

Business  Week  is  honored  to  welcome: 

Alfred  Sikes,  Chairman, 
US  Federal  Communications 
Commission 

Sir  Leon  Brittan,  Vice  President, 
Commission  of  the  European 
Communities 

H.E.  Eugene  Chien,  Minister 
of  Communications, 
Taiwan 

Hon.  Bradley 
Holmes,  US  Asst. 
Secretary  of  State  for 
Communications  and 
Information  Policy 


Presented  in 
association  with: 

DELOITTE  & 
TOUCHE 

DIGITAL 

EQUIPMENT 

CORPORATION 

FRANCE  TELECOM 


WEEK 


The  Future  of  World  Telecommunications 


MCI  COMMUNICATIONS 
CORPORATION 


\>VWV> 


MOTOROLA 

NATIONAL  SEMICONDUCTOR 
NCR  CORPORATION 
SYNCORDIA 


Attendance  is  limited,  so  register  now. 

Call  Business  Week  Executive 
Programs:  In  US  (800)  445-9786 
or  (-1-1 -2 1 2)  5 1 2-2 1 84, 
or  fax  (-1-1 -2 12)  5 1 2-6281 
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iside  the  store,  I  noticed  the  ad- 
ig  campaif^n  that  you  mentioned 
article,  and  specifically  one  post- 
re  a  young  lady  was  saying  that 
uld  "Defend  a  woman's  right  to 
unless  George  Bush  was  free  to 

v'mg  that  my  spouse  is  virulently 
)rtion  and  hoping  to  discourage 
m  spending  money  in  the  store,  I 
her  the  poster.  We  left  without 
anything. 

;h  other  clothing  stores  had  ads 
ould  so  readily  discourage  my 
spending. 

Joel  Beckman 
Downey,  Calif. 

ALUE  JUDGMENTS 

LUE  LINE  

orrect  the  statement  regarding 
n  B.  Buttner  working  for  me  in 
•ior-design  firm  ("Value  Line:  Too 
0  mean?"  Finance,  Mar.  16):  I  am 
nt  of  a  succes.>ful  telecommunica- 
anufacturing  company  and  have 
iwned  or  operated  an  interior-de- 
•m;  Jean  Buttner  never  worked 

article  is  patently  slanted  with 
;ial  input  from  disgruntled  for- 
janization  members.  A  more  bal- 
iew  of  the  venerable  Value  Line 

success  of  its  staff  and  manage- 
,'er  a  period  of  six  decades  would 
lur  readers  a  clearer  picture  of 
Jne. 

E.  M.  Buttner 
President  and  CEO 
Coastcom 
Concord,  Calif. 

s  yiote:  E.  M.  Buttner  is  Jean 
r's  ex-husband.  During  their 
ge,  Jean  Buttner  had  her  own 
r  decorating  firm. 

0  on  your  profile  of  Value  Line, 
ere  I  worked  briefly  as  a  re- 
analyst  before  resigning  my  posi- 
November,  199L 

ne  loves  a  recession  as  Buttner 
'hese  hard  economic  times  give 
opportunity  to  discharge  employ- 
■  the  sole  reason  that  she  can 
them  with  lower-skilled  and 
aid  workers  from  her  infamous 
of  resumes"  that  collect  on  her 

John  S.  Orrico 
New  York 

o  the  Editor  should  be  sent  to  Readers 
usiness  V^eek,  1221  Avenue  of  the  Ameri- 

York,  N.  Y.  10020.  Fox:  (212)  512-4464, 
-7960,  Intl.  4998204.  All  letters  must  in- 

address  and  daytime  and  evening  tele- 
mbers.  We  reserve  the  right  to  edit  letters 
'  and  space. 


THE  DIAMOND  ANNIVERSARY  BAND. 

it  s  your  1st,  5tli  or  lOtk  anniversary,  tkis  year, 
tell  ker  you'd  many  lier  all  over  again. 

A  diamond  is  forever: 

BAILEY  BANhS&BinnLE 


Suggested  retail  price  lor  ring  $6,000. 
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Instead  of  just  looking 
for  investment  opportunities 
here  at  home,  Dreyfus  Worldwide 
Dollar  invests  in  high  yielding  money 
market  instruments  around  the  world. 
These  securities  are  issued  in  U.S.  dollars, 
so  they're  not  subject  to  currency  fluctuations. 

What's  more,  Dreyfus  Worldwide  Dollar 
has  been  one  of  the  highest  yielding  money 
market  funds  available  to  investors.* 

•  $2,500  minimum  •  Free  checkwriting 
•  Minimum  initial  IRA  investment  $750. 

For  more  complete  information,  including  management  fee,  charges  and  expenses, 
obtain  a  Prospectus  by  calling  toll-free.  Read  it  carefully  before  you  invest  or  send  money 

1-800-782-6620 

Ask  for  Extension  4549 

'reyfuS  Worldwide  Dollar 

P.O.  Box  3498,  Camden,  Nj  08101  Moncy  Market  Fund,  Inc. 

•Source:  IBC/Donoghue's  Money  Fund  Report  for  the  7-day  period  ended  3/17/92  during  which 
certain  expenses  were  absorbed.  Had  expenses  not  been  absorbed,  Fund's  yield  would  have  been 
lower.  There  can  be  no  guarantee  that  the  Fund  will  be  able  to  maintain  a  stable  net  asset  value  of 
$1  per  share  nor  is  the  value  of  the  Fund's  shares  insured  or  guaranteed  by  the  U.S.  Government. 

Fund  investments  outside  the  U.S.  involve  additional  and  different  investment  considerations. 
Yield  fluctuates.  Past  performance  is  no  guarantee  of  future  results. 
Dreyfus  Service  Corporation,  Distributor. 
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SURGEON  GENERAL'S  WARNING:  Smoking 
By  Pregnant  Women  May  Result  in  Fetal 
Injury,  Premature  Birth,  And  Low  Birth  Weight. 
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A  FULL  SERVICE  BANK:  HOW  BCCI  STOLE 
BILLIONS  AROUND  THE  WORLD 

By  James  Ring  Adams  and  Douglas  Frantz 
Pocket  Books  •  331pp  •  $22 


DIRTY  MONEY:  BCCI,  THE  INSIDE  STORY  OF  THE 
WORLD'S  SLEAZIEST  BANK 

By  Mark  Potts,  Nicholas  Kochan,  Robert  Whittington 
National  Press  Books  •  274pp  •  $21.95 


HOW  DID  SO  MANY  GET  AWAY 
WITH  SO  MUCH  FOR  SO  LONG? 


There  has  never  been  a  bank  hke 
BCCI.  And  a  lot  of  investors,  depos- 
itors, and  regulators  hope  there 
will  never  be  another  one.  The  Bank  of 
Credit  &  Commerce  International  was  at 
the  center  of  history's  biggest  banking 
scandal.  It  pursued  a  startling  array  of 
skulduggery,  including  money-launder- 
ing, larcency,  and  bribery.  It  routinely 
consorted  with  terrorists,  drug  dealers, 
dictators,  smugglers,  mobsters,  and 
spies.  Regulators  finally  shut  BCCi  down 
on  July  5,  1991.  Losses  to  investors  and 
depositors  may  reach  $20  billion. 

A  Full  Se7'vice  Bank  and  Dirty  Mon- 
ey are  the  first  of  several  books  aiming 
to  unravel  BCCl's  convoluted  rise  and 
fall.  Although  well  worth  perusing,  they 
are  but  first  drafts  of  the  full  tale. 

BCCI  was  founded  in  1972  by  Agha 
Hasan  Abedi,  a  charismatic  Pakistani, 


who  saw  BCCI  as  a  bank  for  the  Third 
World,  especially  oil-rich  Middle  East  na- 
tions. He  structured  BCCI  to  avoid  regu- 
lation. Although  headquartered  in  Lon- 
don, it  was  chartered  in  Luxembourg 
and  operated  through  a  vast  network  of 
offshore  entities.  BCCI  grew  rapidly  dur- 
ing the  1980s,  setting  up  outposts  in  70 
countries.  Its  downfall  stemmed  from 
several  forces:  bad  loans,  massive  trad- 
ing losses,  inept  management,  and  em- 
bezzlement. Accountants  suggest  it  may 
never  have  been  profitable.  The  coup  de 
grace  was  a  belated  but  inexorable  as- 
sault by  prosecutors  and  regulators. 

A  Full  Sennce  Bank,  by  free-lance 
financial  writer  James  Ring  Adams  and 
Los  Angeles  Times  correspondent  Doug- 
las Frantz,  is  the  more  absorbing  of  the 
two  books.  It  focuses  on  the  heroes  who 
helped   bring  BCCI  down,  particularly 


Robert  Mazur,  a  dedicated  U.  S.  u# 
toms  agent  whose  routine  drug  mo\ 
laundering  investigation  led  to  EC 
1990  conviction  for  money-launder 
Also  instrumental  was  congressional 
vestigator  Jack  Blum.  Unable  to  intel 
federal  prosecutors  in  his  extensive  [ 
dence  of  ecci's  illicit  activities,  he  \iJ 
to  New  York  District  Attorney  Rol 
M.  Morgenthau,  whose  well-publici 
probe  finally  spurred  the  government 
sault.  Even  though  the  tales  of  tq 
men  make  for  a  fast-paced  read, 
end  up  overwhelming  A  Full  SeA 
Bank.  Many  of  Mazur's  exploits,  wl 
consume  more  than  a  third  of  the  b^fl 
are  related  to  BCCI  only  marginally.  ^| 

Dirty  Money,  by  Washington 
writer  Mark  Potts  and  British  jour 
ists  Nicholas  Kochan  and  Rol 
Whittington,  lacks  the  narrative  di 
graceful  writing,  and  detailed  soi 
notes  of  A  Full  Service  Bank.  Bu 
provides  a  much  broader  picture 
BCCl's  maneuverings,  especially  Abe 
political  influence-peddling. 

Abedi  was  a  genius  at  co-opt 
friends  and  buying  people.  Through 
erything  from  free  plane  rides  and  in 
est-free  loans  to  outright  bribes, 
duped  or  bought  off  political  leac 


is  an  of  f  eiis 


SAS  EuroSleeper:^"" 
Now,  for  only  $300  extra, 
you  can  relax  in  the  world's  only 
business  class  sleeper  seat. 
Available  only  in  SAS  EuroClass.® 


Daily  nonstop  flights  to  Scandinavia  with  easy  connectiii^ 


(C;1992  SCANDINAVIAN  AIRLINES 


SAS  IS  A  PARTICIPANT  IN  THE  MILEAGE  PROGRAMS  OF  CONT"" 


nfluence-peddling 
y  BCCI  may  have 
cached  into  the 
Ighest  levels  of  world 
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the  globe.  His  most  notable  un- 
dupe  was  former  President  Jim- 
rter.  Abedi  used  famed  Washing- 
wyer  and  Presidential  adviser 
^I.  Clifford  and  his  protege  Robert 
nan  to  engineer  BCCl's  secret,  ille- 
:eover  of  three  U.  S.  banks,  most 
•  First  American  Bankshares  in 
ngton.  Although  Clifford  and 
1  were  top  executives  at  First 
;an,  as  well  as  lawyers  for  BCCi, 
isist  implausibly  that  they  didn't 
5CCI  controlled  First  American. 


For  all  their  detail,  the  two  books 
raise  almost  as  many  questions  as  they 
answer.  Topping  the  list  is  why  regula- 
tors, intelligence  agencies,  auditors,  and 
prosecutors  were  so  slow  to  take  action, 
despite  abundant  signs  of  BCCl's  chica- 
nery for  years.  The  Justice  Dept.  sought 
to  thwart  Morgenthau's  probe.  Lack  of 
resources  and  simple  oversight  were 
partly  to  blame.  But  Dirty  Money,  with 
some  justification,  attributes  the  prob- 
lem to  influence-peddling,  which  may 
have  been  even  more  pervasive  than  is 


currently  known.  The  authors  say:  "Per- 
haps [the  scandal]  reached  into  the  high- 
est levels  of  political  power  around  the 
world  in  ways  that  would  dwarf  even 
the  wildest  conspiracy  theory." 

The  extent  of  the  corruption  at  BCCI  is 
also  unresolved.  Was  the  bank  an  essen- 
tially legitimate  institution  that,  under 
financial  pressures,  veered  into  criminal- 
ity? Or  was  it,  as  Morgenthau  put  it,  "a 
corrupt  criminal  organization  through- 
out its  entire  nineteen-year  history"? 
Both  books  are  ambivalent.  A  Full  Ser- 
vice Bank  says:  "The  bulk  of  its  busi- 
ness was  devoted  to  gathering  deposits 
from  legitimate  customers  and  financing 
legitimate  international  trade."  But  at 
another  point,  it  calls  BCCI  the  "world's 
greatest  Ponzi  scheme." 

More  BCCI  books  are  due  out  later  this 
year,  including  one  by  Jonathan  Beaty 
and  S.  C.  Gwynne  of  Time  magazine  and 
another  by  Peter  Truell  of  The  Wall 
Street  Journal.  They  may  offer  more 
answers.  But  for  now,  much  about  BCCI 
is  very  unclear.  As  Morgenthau  said  at 
the  end  of  1991:  "I  may  have  exaggerat- 
ed when  I  said  we  were  at  the  tip  of  the 
iceberg  last  summer.  We  may  not  be 
that  far." 


Senior  Edito) 
da!  watcher. 


BY  CHRIS  WELLES 
Welles  is  BW's  resident  scan- 


should  sleep  on. 


irope.  And  the  SAS  EuroSleeper  in  EuroClass. 


SCANDINAVIAN  AIRLINES 


ND  ALASKA  AIRLINES.  CALL  YOUR  TRAVEL  AGENT  OR  SAS  AT  800-221'23S0. 


Our  motto. 


for  every 
tiiereisaa 

After  all  these  years,  ^df 

Before  we  vverr  known  lor  computers  or  fii 
Nobel  prizes  or  ;i  blue  lof^o.  II^M  stood  lor  serviee.j'  m 
VNC  still  do.  '  s 

But  today  the  need  lor  service  isdilfen'iit. 
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so  complex),  many  compani<^s  feel  it  has  taken  iheiln 
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so  thev  can  focus  on  what  matters  most,  running tijt'il 
business. 

So  weve  relocused.  too. 
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can  also  provide  total  hardware,  software 
k  availahilitv  services,  not  oidv  In  lixiriir 
»ut  by  anticipating  them  before  thev  occur. 
5u're  streamlining  data  centers,  we  won't 
I  a  hand,  we  can  take  them  off  voiu'  hands. 
Libsidiary  (which  spc^cializes  in  outsourcing 
ss  recovery)  is  now  managing  several  cus- 
a  centers,  lock,  stock  and  barrel, 
if  vouVe  cutting  costs  selectivelv^  we  can 
ly  functions  for  you  more  cheaply  than  you 


can  do  them  in-house.  saving  vou  headaclies.  too. 

But  it  s  not  just  what  vou  save,  its  what  vou 
gain.  And  thats  why  IBM  services  exist — to  keep  vour 
sv^t(Miis  (and  the  people  who  use  them)  at  their  best 
all  the  time,  lechnologv  may  be  your  most  critical 
investment,  and  we'll  help  vou  make  the  most  of  it. 

No  one  else  has  IBM  s  kind  of  dej)th 
or  IBM  s  kind  of  people,  which  makes  us  an  ideal 
services  choice.  To  learn  more  about  how  we  can 
help  you.  call  for  our  detailed         —  — 
services  brochure.  The  number  is    E    ~  ~  EztE 
1  800  lBM-6676,  ext.  760.  =====  "  = 


AMERICA  IS  SAVING  MORE  NOW,  NOT  LESS 
->IF  YOU  COUNT  IT  RIGHT 


BY  ROBERT  KUHNER 


Is  Commerce  using  a 
faulty  statistic? 
When  you  include 
capital  gains,  pension 
contributions,  and 
increases  in  home 
equity  as  savings,  it 
turns  out  that  the 
rate  actually  jumped 
in  the  1980s 


ROBERT  KUTTNER  IS  CO-EDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  OF  LAISSEZ-FAIRE 


One  of  the  articles  of  faith  concerning 
America's  economic  distress  in  recent 
years  is  the  behef  that  the  U.  S.  has 
suffered  from  a  savings  shortage.  Insufficient 
savings  means  the  U.  S.  does  not  have  enough 
funds  to  invest.  A  scarcity  of  capital— relative 
to  demand— in  tuni  requires  users  of  capital  to 
pay  higher  rates  for  it  or  to  borrow  money 
fi'om  al)road.  In  the  usual  analysis,  the  large 
fedei'al  t)udget  deficit  figures  as  an  additional 
source  of  "dissavings,"  since  borrowing  by  the 
government  soaks  up  a  private  savings  supply 
that  is  meager  to  begin  with.  This  analysis  is 
virtually  bipartisan:  Democrats  tend  to  attrib- 
ute the  problem  to  the  deficits  generated  by 
faulty  supply-side  economics.  And  Republicans 
blame  it  on  Democratic  spending  programs 
and  the  absence  of  more  incentives  to  save 
and  invest. 

According  to  the  Commerce  Dept.,  the  sav- 
ings i-ate  drojiped  from  7..5%  of  disposable  per- 
sonal income  in  1981  to  just  2.9%  in  1987.  It 
turns  out,  however,  that  the  apparently  low 
rate  may  be  just  an  erroneous  statistical  arti- 
fact. As  Fred  Block  of  the  University  of  Cali- 
fornia at  Davis  has  pointed  out  in  a  series  of 
papers.  Commerce  calculates  the  savings  rate 
by  subtracting  total  consumption  from  total 
measm-ed  consumei-  income.  That  seems  logical 
enough.  But,  as  Block  observes,  it  omits  three 
of  the  most  important  sources  of  actual  sav- 
ings: realized  capital  gains,  net  additions  to  So- 
cial Security  trust  funds,  and  savings  accu- 
mulated in  the  form  of  equity  Iniildup  in 
owner-occupied  homes. 

LARGER  SLICE.  As  everybody  knows,  rich  peo- 
ple own  a  disproportionate  share  of  the 
nation's  total  savings  supply— since  the  poor 
consume  most  of  what  they  earn.  Only  the 
well-off  save  and  invest  a  large  fraction  of 
their  incomes:  That's  the  justification  for  sup- 
ply-side tax  incentives,  which  are  often  criti- 
cized as  rewarding  the  wealthy.  Everybody 
also  agi'ees  that  the  1980s  were  a  period  when 
capital-gains  income  increased  significantly  and 
when  the  rich  gained  an  even  larger  slice  of 
the  national  income  pie.  As  Block  observes  in 
his  most  recent  article,  written  with  Robert  L. 
Heill^roner  and  published  in  this  spring's  issue 
of  The  American  Prospect  (which  I  co-edit), 
capital  gains  rose  from  $21.3  iiillion,  or  3%  of 
disposable  income  in  1970,  to  a  1986  peak  of 
$295.8  billion,  or  9.8%  of  personal  income.  As 
Block  and  Heil!)roner  comment:  "No  plausible 
measure  of  the  national  saving  rate  should  ig- 
nore this  immense  addition  to  the  financial 
investment  power  of  households,  or  more  accu- 
rately, to  the  households  at  the  apex  of  the  in- 
come pyramid." 

Since  the  well-off  save  disproportionately. 


I 


total  national  savings  could  hardly 
dropped  during  a  period  when  the  well- 
reaped  enormous  capital-gains  windfalls, 
ing  the  1980s,  middle-class  incomes  stagnje 
and  saving  by  the  middle  class  probably  j! 
drop.  But  the  decline  in  the  relatively  m( 
savings  of  the  middle  class  was  more 
offset  by  the  increase  in  the  capital-gai 
come  (and  savings)  of  the  well-to-do. 

During  the  1980s,  the  accumulation  of| 
pluses  in  Social  Security  accounts  was  a 
contribution  to  collective  national  sav| 
However,  Social  Security  savings  and  hoi 
uity  buildup  are  both  omitted  from  the  o; 
Commerce  Dept.  calculations.  In  1980,  m 
es  to  Social  Security  funds  equaled  abo 
of  personal  income.  By  1988,  they  were 
than  3%.  The  concept  of  "housing  savin; 
somewhat  controversial,  since  equity  in 
home  is  not  in  a  financially  liquid  forn- 
though  in  the  1980s,  it  became  rather 
liquid  through  the  device  of  home-equity 
(These  loans,  incidentally,  show  up  out 
national  balance  sheet  as  a  charge  ag> 
measured  household  savings,  when  in  rei^ 
they  are  a  charge  against  unmeasured  hoie't. 
savings.) 

YAWNING  DEFICIT.  Even  when  the  figureis 
adjusted  only  for  capital  gains.  Block  and  < 
broner  find  that  total  savings  for  the  ji 
1984-88  were  significantly  higher  than  dil 
the  early  1980s,  despite  Commerce  stati  \ 
that  show  savings  plummeting.  If  capital  | 
are  counted,  they  more  than  double  the  o| 
measure  of  savings.  For  example,  the  p 
supply  of  savings  would  be  $300  billion  rii: 
than  the  paltry  $145  billion  that  was  repoji 
With  this  revised  measurement,  savings  p 
up  in  the  1980s. 

But  what  of  the  monstrous  federal  de; ' 
One  can  hardly  open  a  newspaper  witp 
reading  that  the  deficit  consumed  most  ol 
available  savings  supply.  So  didn't  the' I 
savings  rate  still  fall?  Wrong  again,  say  li 
and  Heilbroner.  As  Heilbroner  observes,  f  • 
al  spending  is  not  a  source  of  savings  oi|,j|^. 
savings.  Instead,  it  is  a  use  of  savings,  ju  ' 
the  private-sector  decision  to  invest  savin 
a  new  factory  or  to  spend  it  on  10,000  ' 
tions  is  a  use  of  savings.  And,  HeilbrI 
adds,  since  the  federal  government  lac! 
capital  budget,  we  really  don't  know  '| 
fraction  of  federal  spending  went  for  ini 
ment  and  what  fraction  for  consumption:^' 
tional  accounts  arl)itrarily  treat  all  of 
consumption.  The  implication  of  these  j;v 
ings  for  national  policy  is  profound,  since 
shatter  a  core  assumption  al)out  what  af  | 
the  economy.  This  will  be  the  subject  o|| 
next  column. 
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promise  tliat  skipped  lunck  and  midnig'lit  oil  will  he  investments  tliat  pay  off. 


Jotliin^  binds  us  one  to  the  otKer  like  a  promise  kept.  Nothing  JiviJes  us  like  a  promise  broken.  At  MassMutual 
/e  believe  in  keeping  our  promises.  Tbat  way  all  tke  families  and  businesses  tbat  relv  on  us  can  keep  tbeirs. 

MassMutual' 
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ainframes. 
We  all  bought  them. 
Corporate  jewels. 
Engines  of  the  intellect. 
The  big  iron. 
Rows  of  blue  boxes 
in  glass  walled  palaces 
cold  as  meat  lockers. 
(No  wonder  we  got  goose  bumps.) 
But  now  we're  reconsidering. 
(Do  your  computers  have  a  job  description?) 
There  are  new  ways  to  do  old  jobs. 
And  new  jobs  we  never  dreamed  of. 
So  we're  rethinking  the  roles 
that  these  highly  paid  machines 
should  play  in  our  companies. 
(We  need  them  to  work  harder,  too.) 
Oh,  they're  smart  enough. 
And  they're  here  to  stay. 

\bu  just  have  to  point  them  in  the  right  direction. 

Dun  &  Bradstreet  Software  can  retrain  all  your 
computers  (from  the  biggest  to  the  smallest)  to  do  their 
jobs  better  than  ever  before.  And  to  work  together 
like  they've  never  done  before. (Listen.  Someone's  at  the  door.) 

Dun& Bradstreet  Software 

I  a  company  of 

I  Ttic  Dun  &  Bradstreet  Corporation 
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BY  GENE  KORETZ 


WHY  JUMPS  IN 
COMMODITY  PRICES 
SPELL  REBOUND 


Economists,  eager  to  confirm  the  re- 
cession's demise,  have  been  keeping 
an  anxious  eye  on  industrial  commodi- 
ties. The  reason:  No  recovery  has  ever 
taken  place  without  an  appreciable  firm- 
ing of  industrial  raw-material  prices, 
which  usually  spurt  higher  as  rising  de- 
mand lifts  the  economy  out  of  recession. 

Until  recently,  the  picture  was  am- 
biguous. The  Jounial  of  Commerces  price 
index  of  18  industrial  commodities,  for 
example,  rose  sharply  early  in  the  year, 


INDUSTRIAL  MATERIALS 
KEEP  ON  CLIMBING 
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but  hit  a  plateau  in  February  and  early 
March.  And  the  Commodity  Research 
Bureau's  widely  watched  spot-price 
index  of  13  industrial  raw  materials  con- 
tinued to  slide  until  late  Fel)ruary. 

In  mid-March,  however,  materials 
prices  began  to  rise  again,  with  both 
the  Jounial  of  Commerce  index  and  the 
Commodity  Research  Bureau's  measure 
touching  their  highs  for  the  year  in  the 
last  week  of  the  month.  Joining  the  pa- 
rade to  higher  gi'ound  have  been  such 
cyclically  sensitive  materials  as  rubber, 
lumber,  copper,  zinc,  tin,  aluminum,  and 
steel  scrap. 

Indeed,  if  the  latest  in'ice  jump  her- 
alds a  more  vigorous  upswing,  then  sev- 
eral developments  should  follow  in  short 
ordei":  First,  purchasing  agents,  who 
have  been  keei)ing  their  stocks  at  razor- 
thin  levels,  should  start  to  build  invento- 
ries—both to  meet  rising  demand  and 
to  beat  future  price  hikes.  Second,  mate- 
rials prices  should  continue  to  rise  in 
response  to  growing  inventory  demand. 
Finally,  such  price  hikes  should  boost 
the  profitability  of  suppliers. 


The  biggest  threat  to  the  recovery 
as  this  scenario  unfolds  is  that  fear  of  in- 
flation may  spook  the  financial  markets 
and  cause  a  premature  shift  toward  re- 
straint by  the  Federal  Reserve.  In  fact, 
several  economists  have  recently  warned 
that  inflationary  pressures  are  rising. 

Edward  Yardeni  of  C.  J.  Lawrence 
Inc.  notes,  however,  that  relatively  little 
commodity  inflation  at  the  start  of  a  re- 
covery is  normally  passed  on  to  consu- 
mers. "Companies  find  that  productiv- 
ity gains  more  than  offset  their 
materials  costs,  allowing  them  to  earn 
more  while  limiting  price  hikes,"  he  says. 

Meanwhile,  continuing  economic  slow- 
downs overseas,  particularly  in  Germany 
and  Japan,  should  put  an  anchor  on  ma- 
terials prices,  even  as  the  U.  S.  recovery 
quickens.  Indeed,  in  light  of  the  ongoing 
sale  to  the  West  of  vast  stockpiles  of 
materials  by  the  former  Soviet  Union, 
the  threat  of  accelerating  commodities 
inflation  appears  negligil)le. 


LIFE  EXPECTANCY:  HOW 
SOME  LOW-INCOME 
NATIONS  BEAT  THE  ODDS 


It's  almost  axiomatic  that  people  in 
rich  countries  usually  enjoy  better 
health  and  live  longer  than  those  in  poor 
countries.  North  America's  average  per 
capita  income  is  nearly  $20,000,  for  ex- 
ample, and  its  life  expectancy  is  75 
years,  while  per  capita  income  in  Africa 
is  $(iOO,  and  life  expectancy  is  52  years. 

With  so  many  developing  countries 
mired  in  relative  poverty,  however,  it's 
the  exceptions  to  this  rule  that  matter 
most  for  improving  world  health.  So 
argue  physicians  W.  Henry  Mosley  and 
Peter  Cowley  of  Johns  Hopkins  Univer- 
sity in  a  recent  report.  The  Challenge 
for  World  Health,  published  by  the  Pop- 
ulation Reference  Bureau.  The  two  re- 
searchers note  that  a  number  of  poor 
nations  have  life  expectancies  almost  as 
long  as  wealthy  countries  do. 

In  China  and  Sri  Lanka,  for  example, 
per  capita  figures  for  gross  national 
product  are  just  $330  and  $420,  respec- 
tively. Yet  the  life  expectancies  in  1990 
were  70  and  71  years.  Similarly,  Jamaica, 
Chile,  Costa  Rica,  and  Malaysia  all  have 
per  capita  (iNPs  of  under  $2,000  and  life 
expectancies  of  at  least  70  years. 

What  accounts  for  this  performance? 
Mosley  and  Cowley  note  that  the  poor 
nations  with  high  longevity  share  two 
key  characteristics:  high  literacy  levels 
among  women  as  well  as  men,  and  low 
fertility  rates.  While  family  planning 
may  help  in  some  instances,  the  re- 
searchers observe  that  educated  women 
tend  to  have  fewer  children  because 


their  roles  in  society  are  not  restrictn 
to  childbearing  and  child-rearing.      i  i 
Good  health,  concludes  the  studj^  ci  < 
be  achieved  at  relatively  low  cost.  "H; 
it  requires  strong  political  and  soc!l 
commitment,   especially   to  impro' 
women's  education  and  to  ensure  eqil 
access  to  health  care." 


A  ROUSING  SURGE  IN  I  il 
BUSINESS  CONFIDENCE 
-EXCEPT  AT  THE  BANK 


Suddenly,  with  the  advent  of  spriijl 
optimism  is  busting  out  all  over- 
nearly  all  over.  Surveys  indicate  thJ 
both  the  public  and  business  leaders  3^* 
feeling  a  lot  better  about  the  econom 

So  who's  unhappy?  Just  the  groi;  ||, 
that  presumal)ly  has  its  fingers  on  the  •  " 
nancial  pulse.  According  to  a  new  f-  ' 
tionwide  survey  of  banking  chief  execj- 
tives  by  Grant  Thornton,  the  manaM  I 
ment  consulting  firm,  52%  think  tjti 
U.  S.  econ(jmy  is  still  caught  m  recessiffl  . 
What's  moi-e,  46%  of  the  600  top  bai^ECl* 
ers  interviewed  believe  the  recessif, 
will  last  until  1993.  And  though  45%  si  'f^' 
a  recovery  is  now  developing,  only  7 
expect   the  whole  economy  to  emer;! 
from  recession  before  midyear. 

About  the  only  bright  spots  in  ti 
survey  were  bankers'  views  on  inflati 
and  their  own  earnings.  Less  thani 
third  feel  inflation  will  accelerate  tiify 
year.  And  58%  expect  rising  profile 
with  only  12%  anticipating  a  decline.  |  j;;', , 


THE  MIDDLE  CLASS 
IS  SHRINKING-JUST 
ASK  UNCLE  SAM 


In  the  past  two  decades,  more  peep 
moved  into  both  the  lower  and  upp 
ranges  of  income.  That's  the  conclusi 
of  a  new  Census  Bureau  report  th^f 
looks  at  the  number  of  individuals  w 
live  in  low-income  households  (those  pe 
sons  with  less  than  half  the  median  i 
come,  adjusted  for  family  size)  and 
richer  households  (with  incomes  at  lea 
twice  the  median  level). 

From  1969  to  1989,  the  low-incon 
proportion  of  the  population  grew  fro 
17.9%  to  22.1%,  and  the  high-incon 
group  rose  from  10.9%  to  14.7%.  Whi 
the  percentages  of  whites  in  the  lo^ 
and  high-income  groups  in  1989  we^ 
similar- 18.8%  and  16%.  respectively 
income  distribution  among  blacks  ai 
Hispanics  was  far  more  skewed.  On 
5%  had  high  incomes  relative  to  tl 
U.  S.  median  of  $37,152  for  a  family 
four,  while  40%  to  44%  had  low  income 
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ECONOMIC  TCE 


"Memorial  Day  weekend,  1991.  I  was  home, 

^laxing,  having  a  good  time.  Little  did  I  know  that 

Ck  at  the  office  trouble  was  brewing."  Last  year,  lightning  struck  the  air  conditioning  at 


when  the  building 
nician  spotted  the 
WATS  service, 
and  T15  circuits, 


ness  America,  hic.  headcjuarters.  And  even  though  nobody  was  around, 
oo  hot  and  the  phone  system  shut  down,  an  AT&T  Mega  Watch"  tech- 
lem  immediately  AT&T  Mega  Watch  is  an  exclusive  AT&T  MEGACOM* 
;echnicians  Hj^^^^^^^^^l  nionitor  your  phone  equipment 
;ing  trouble  ^f^^^^.J^-,^^m    '^*?fore  you  can,  and  coordinate  repairs.  The  service  gives  you  one  contact 

ny  network    I  ll^^M    '^'^'^  equipment  [:)roblems  that  may  impact  your  AT&T  MEGACOM  WATS  service. 

Thanks  to    IK'  ;l  ...^.iikLJ^^I    AT&T  Mega  Watch,  a  repair  technician  was  at  Guinness  headquarters  early 
day  morning,  and  they  were  back  in  business  by  10:30  A.M. 

AT&T  Mega  Watch  is  one  of  many  striking  ways  that  AT&T  MEGACOM  WATS  can  give  an  edge  to  businesses  that 


t  least  $3,000  per  month  in  outbound  long  distance. 
And  all  the  technology  service  and  innovation  are  in 
;ion  to  the  deep  discounts  of  AT&T's  biggest  WATS 
igs  plan. 

What's  more,  if  you  sign  up  by  June  13,  1992,  we'll  waive 
istallatio>i  and  start-up  charges,  which  average  $2100* 
So  call  your  AT&T  Account  Executive,  1  800  2471212, 
.  RX9,  or  return  the  coupon  today  The  more  yoiu- 
less  depends  on  outbound  long  distance,  the  more  your 
less  needs  AT&T  MEGACOM  WATS. 

'ation  must  be  accepted  by  September  13,  1992.  Customer  must  maintam 
?  for  six  consecutive  months  with  minimum  average  usage  of  $1,900 per  new 
nt  Number  Other  restrictions  may  apply 


Yes,  your  AT&T  MEGACOM'  mTS  service  with  AT&T 
Mega  Watch strikes  me  as  a  good  idea.  Please  send  me 
more  information,  todav 


Name 

Title 

(  ) 

Company 

Telephone  number 

Address 

City 

State  Zip 

$ 

Current  long 
distance  service 

Average  monthly  outbound 
long  distance  usage 

To  receive  free  AT&T  MEGACOM  WATS  installation  and  startup  costs  you 
must  sign  upby  hme  13.  1992 for  installation  by  September  13,  1992 
Other  restrictions  may  apply  Cal  I 


vour  AT&T  Account  Executive  or 
i  800  2471212,  Dept  R.X9  or 
mail  this  coupon  to  AT&T,  PC.  Box 
45038,  Jacksonville,  FL  32232-9974 
Or,  if  vou  prefer,  fax  it  to  1  800 
248  2492. 


AT&T 


[  ©1 
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&T    MEGACOM    WATS    OUTBOUND    LONG    DISTANCE  SERVICE 
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THE  1992  BUSINESS  WEEK 
ROUNDTABLE  OF  SENIOR  STRATEGIC  PLANNINt 
AND  HUMAN  RESOURCE  EXECUTIVES 

The  Willard  Hotel  •  Washington,  DC  •  April  8-10, 1992 
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breaking  through  boundarie  ^ 
to  powerful  new  levels  of  ere 
ative  thinking  and  innovative 
management  is  no  visionary 
fancy.  Across  industry  today 
senior  executives  are  boldl 
stepping  up  to  the  next  tier  of 
business  growth  and  discovery! 

Explore  the  leading  edgq 
of  today's  crucial  busines 
issues  at  THE  BUSINES 
WEEK  ROUNDTABLE. 

Discussants  will  include: 

Professor  David  Garvin, 
Harvard  Business  School; 

Joseph  Viviano,  President, 
Hershey  Chocolate  USA; 

Senator  Jake  Garn  (R  -  Utah); 

Top  editors  from  the  Business 
Week  Washington  News 
Bureau,  and  others. 


Admission  to  the  1992  Business  Week  ' 
Roundtable  is  limited  to  members  of  THE  | 
BUSINESS  WEEK  ADVANCED  STRATEGIES  { 
GROUPS.  These  private  membership  organiza- 
tions —  created  and  managed  by  Business  , 
Week  —  welcome  the  most  senior  planning 
and  human  resource  executives  of  the  nation's 
largest  firms  (annual  revenues  of  $500  million 
or  above). 

Contact;  Rhea  Stein,  Membership  Director 
Business  Week  Advanced  Strategies  Groups 
1221  Avenue  of  the  Americas,  36th  Floor 
New  York,  New  York  10020 
(212)  512-6905  Fax  (212)  512-3695 
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BY  JAMES  C,  COOPER  AND  KATHLEEN  MADIGAN 


HAT  A  SPRING 
:ONSUMERS'  STEPS? 


pril,  when  hope  springs  eternal  and  a  forecast- 
ancy  turns  to  thoughts  of  recovery.  Maybe  it's 
he  time  of  year,  but  there  are  rumbhngs  of  a 
mood  swing  out  there.  Both  households  and 
es  are  increasingly  optimistic.  Are  people  just 
'ith  being  glum? 

•.  The  pessimism  that  ruled  the  attitudes  and 
)f  businesses  and  consumers  during  the  past 
;  rooted  in  real  economic  distress.  Now,  height- 
imism  undoubtedly  reflects  some  degree  of  eco- 
iprovement  that  people  can  see  and  feel.  Two 
V.  Businesses  are  seeing  healthier  profits,  and 
rs  are  feeling  fatter  wallets, 
'r  evidence  comes  from  the  Commerce  Dept.'s 
leading  indicators.  The  composite  of  11  separate 
>  that  foreshadow  business  activity  rose  0.8%  in 
following  a  1%  jump  in  January.  Those  strong 
ack  gains,  following  five  months  of  no  growth, 
od  sign  that  better  times  are  ahead. 

Consumers  aren't  dancing  in 
the  street,  mind  you,  but  their 
spirits  are  higher.  The  Confer- 

Eence  Board's  index  of  consumer 
confidence  rose  to  54  in  March 
from  47.3  in  February  (chart). 
The  University  of  Michigan's  in- 
dex of  consumer  sentiment  im- 
proved as  well,  rising  to  76 
from  68.8  in  February. 

The  Conference  Board  said 
that  attitudes  about  households' 
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ituation  remain  downbeat.  In  particular,  almost 
lose  surveyed  think  jobs  are  "hard  to  get,"  the 
iky  feeling  as  in  February.  The  labor  markets 
ial  to  the  recovery's  sustainability.  Without 
)b  and  income  growth,  this  rebound  could  peter 
isily  as  the  one  last  spring, 
er,  as  was  true  with  the  Michigan  report,  most 
ain  in  the  Conference  Board's  index  reflects 
optimism  about  the  economy  over  the  next  six 
That's  important  because  the  reading  of  expec- 
as  been  a  reliable  forecasting  gauge. 


'  A  big  reason  why  consumers  feel  hopeful 

'  about  their  future  is  the  extra  cash  in 

their  wallets  right  now.  Personal  income 
'  surged  by  1.1%  in  February,  led  by  a  1.3% 

1  ages  and  salaries.  After  adjusting  for  taxes  and 
i<  real  disposable  income  was  up  a  healthy  0.7%-. 
V  lot  too  long  after  a  0.9%^  jump  in  December,  the 


February  gain  in  real  earnings  shows  household  buying 
power  is  clearly  on  the  rise  (chart). 

The  flood  of  mortgage  refinancings  that  took  place 
from  late  December  to  February  is  also  funneling  more 
money  to  consumers.  Plus,  the  amount  of  tax  refunds 
already  paid  out  by  the  Treasury  Dept.  is  almost  twice 
what  it  was  in  January  and  February  of  1991.  With  all 
that  extra  cash,  it  is  no  surprise  that  consumers  went  on 
a  mini-shopping  spree  in  the  winter. 

Real  consumer  spending 
jumped  0.9%  in  January  and 
then  increased  by  0.6%  in  Feb- 
ruary. Big-ticket  items,  includ- 
ing cars,  appliances,  and  fur- 
nishings, did  extremely  well. 

Spending  in  March  probably 
retreated.  Unseasonably  cold 
weather  in  many  parts  of  the 
country  hurt  retail  shopping. 
But  even  if  real  spending  fell  by 
0.5%  last  month,  real  consumer 


A  BIG  BOOST 
IN  BUYING  POWER 
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outlays  in  the  first  quarter  would  increase  at  an  annual 
rate  of  close  to  5%.  If  so,  that  would  be  the  largest  gain 
in  consumer  purchases  in  four  years,  virtually  guaran- 
teeing a  healthy  uptick  in  the  real  gross  domestic  prod- 
uct in  the  first  quarter. 

Consumer  spending  is  also  likely  to  shift  to  a  lower 
speed  in  coming  months  because  income  growth  hasn't 
picked  up  as  much  as  buying  has.  Even  with  the  large 
February  gain  in  pay,  real  disposable  income  is  rising  at 
a  pace  of  only  about  2.5%-  in  the  first  quarter.  And 
refinancings,  which  soared  when  mortgage  rates  were  at 
8%,  have  slowed  to  a  trickle  now  that  rates  are  up  to  9%. 

I HOME  Rising  interest  rates  add  some  risk  to  the 

SALES  housing  rebound.  But  for  now,  it  appears 

TAKE  A  that  higher  rates  will  only  restrain  the 
BREATHER  sector's  recovery,  not  derail  it.  Sales  of 
new  single-family  homes  slipped  by  2.7%-  in  February,  to 
an  annual  rate  of  613,000.  But  that  followed  an  11.1% 
jump  in  January,  so  home  sales  so  far  in  the  first  quar- 
ter are  running  well  ahead  of  their  fourth-quarter  pace. 

Higher  mortgage  rates  prevented  some  consumers 
from  buying  a  home  in  February.  Plus,  house-hunters 
may  be  waiting  to  see  if  Congress  enacts  the  White 
House  proposal  for  a  $5,000  tax  credit  for  first-time 
home  buyers.  That  plan  seems  unlikely  to  pass,  but 
mortgage  rates  could  ease  down  a  bit  by  the  summer.  If 
so,  home  buying  will  pick  up  this  quarter. 
That  means  homebuilders  will  remain  busy  because 
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demand  could  outpace  the  number  of  homes  on  the  mar- 
ket. The  inventory  of  unsold  new  homes  fell  to  a  5.2 
months'  supply  in  February — the  leanest  inventory  in 
nearly  six  years.  And  that's  boosting  builders'  spirits. 

(PROFITS  Consumer  optimism  is  contagious,  be- 
ARE  READY  cause  spending  by  households  generates 
FOR  AN  two-thirds  of  GDP.  So  it's  easy  to  see  why 
UPTURN  executives  are  feeling  better  about  their 
businesses.  A  Dun  &  Bradstreet  Corp.  survey  taken  in 
February  shows  that  virtually  all  industries  and  regions 
expect  stronger  sales  and  profits  in  the  second  quarter. 

Moreover,  the  March  report 
from  the  National  Association 
of  Purchasing  Management 
looks  upbeat.  The  NAPM's  index 
of  industrial  activity  rose  to 
54.1%  last  month,  up  from  52.4% 
in  February  (chart).  A  reading 
of  more  than  50%  means  that 
manufacturing  is  recovering. 
The  purchasers  said  that  while 
companies  are  not  yet  expand- 
ing their  payrolls,  new  orders 
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rose  sharply  for  the  second  consecutive  month.  That's  a 
good  omen  for  future  gains  in  jobs  and  output. 

The  promise  of  better  profits  is  a  chief  reason  for 
executives'  rising  optimism.  In  fact,  businesses'  bottom 
lines  had  already  begun  to  look  a  little  stronger  at  the 
end  of  1991.  The  Commerce  Dept.'s  comprehensive 
roundup  of  fourth-quarter  corporate  profits  shows  that 
earnings  before  taxes  dipped  0.3%,  to  $317.2  billion,  but 
there's  more  to  the  story. 

Operating  profits — adjusted  for  depreciation  allow- 
ances and  inventory  values — rose  3.4%.  That  means  bet- 
ter cash  flow.  Operating  earnings  posted  their  largest 
quarter-to-quarter  rise  in  three  years.  They  now  stand 
6.9%  taller  than  a  year  ago.  Further  gains  seem  assured. 


Lower  interest  rates  have  helped  to  lift  cash 
cutting  interest  costs  on  debt.  In  particular,  they  h 
allowed  companies  to  replace  costly  short-term  debt  w 
cheaper  long-term  debt.  Interest  as  a  percentage  of  a 
flow  for  nonfinancial  businesses  has  fallen  from  a  rec( 
34.5%  a  year  ago  to  29.9%  in  the  fourth  quarter.  And 
Federal  Reserve's  big  rate  cut  on  Dec.  20  undoubted 
resulted  in  a  further  decline  in  the  first  quarter. 

Corporate  America's  profit  margins  are  also  beginni 
to  improve.  That  could  pay  off  big  in  the  first  half 
1992,  as  overall  demand  continues  to  pick  up.  Risi 
margins  mean  that  companies  are  generating  more  pr 
its  per  unit  of  output.  Operating  earnings  of  nonfinanc 
businesses  as  a  percentage  of  their  output  rose  to  7% 
the  fourth  quarter,  and  they  have  been  edging  higl 
since  the  fourth  quarter  of  1990  (chart) 

Margins  should  continue  to 
fatten  in  1992.  Last  year,  prices 
rose  by  about  3%^^,  while  the 
growth  in  unit  labor  costs 
slowed  to  only  2%.  That  gap  al- 
lowed margins  to  rise.  This 
year,  inflation  is  likely  to  re- 
main at  about  3?^ ,  while  unit  la- 
bor costs  should  slow  further. 

That's  because  wages  and 
benefits  are  unlikely  to  acceler- 
ate much,  if  any,  from  last 
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year's  3%  pace,  and  the  usual  speedup  in  productiv 
growth  that  accompanies  recovery  will  result  in  furtl 
moderation  in  unit  labor  costs.  This  means  that  ma 
businesses  will  be  able  to  boost  profits  even  in  a  dim; 
where  pricing  power  is  weak.  That's  another  reason 
optimism. 

To  be  sure,  no  one  is  out  doing  the  mambo  on  eitlf''Ji'6 
Wall  Street  or  Main  Street.  But  the  recent  spate 
better-looking  data  suggests  that  the  rhythm  of  t 
economy  has  a  little  more  swing  to  it. 


m 
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INSTALLMENT  CREDIT 


Tuesday,  Apr.  7 

Consumers  probably  added  about  $500 
million  in  new  installment  credit  in  Feb- 
ruary, according  to  economists  surveyed 
by  M.MS  Internationa],  a  division  of 
McGraw-Hill  Inc.  The  gain  would  be  the 
first  increase  in  credit  since  October  and 
is  indicated  by  the  jump  in  retail  sales 
and  a  small  rise  in  personal  bank  loans. 
Revolving  credit  and  auto  financing  are 
likely  to  account  for  the  bulk  of  the  addi- 
tional debt  in  February. 

PRODUCER  PRICE  INDEX  

Thursday,  Apr.  .9,  8:30  a.m. 

Producer  prices  of  finished  goods  likely 

increased  by  just  0.2%  in  March,  the 


same  mild  advance  as  in  February,  fore- 
cast the  MMS  economists.  Excluding  the 
volatile  food  and  energy  components, 
producer  prices  are  likely  to  show  a  0.3% 
advance  in  March,  after  a  0.1%  rise  in 
February.  Even  so,  inflation  remains  on 
a  steady  downswing. 

CAPITAL  SPENDING  PLANS  

Thursday.  Apr.  9,  8:30  a.m. 
The  Commerce  Dept's.  second  look  at 
capital-spending  budgets,  done  in  Janu- 
ary and  February,  probably  will  show 
that  companies  expect  to  increase  spend- 
ing on  new  plants  and  equipment  by 
about  6%  in  1992,  a  bit  more  than  the 
5.4%  rise  planned  for  this  year  in  the 
October  and  November  survey.  Lower 
interest  rates  and  greater  signs  of  recov- 


ery are  prompting  companies  to  mves 
plants  and  equipment.  In  1991,  such  o 
lays  fell  by  about  0.5%-. 

CONSUMER  PRICE  INDEX 


Friday.  Apr.  10  8:30  a.m. 
Consumer  prices  likely  rose  by  0.3% 
March,  the  same  moderate  increase 
February,  according  to  the  MMS  survi 
Excluding  food  and  energy,  the  C( 
rate  of  consumer  inflation  is  expec 
also  to  have  increased  by  0.3%-  in  Mar 
but  that  would  be  a  bit  slower  than 
0.47'  advance  in  February.  Apparel  coi 
should  fall  back  after  rising  sharply 
February,  but  rising  tobacco  prices  m 
offset  some  of  that  decline.  Still,  c( 
inflation  is  set  to  grow  below  4%  tl 
year — the  slowest  pace  since  1986 
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GET  YOUR 
PLAIN  PAPER  FAX 
FROM  THE  *\ 
IIUFAX. 


j're  buying  plain  paper  fax, 
leed  Sharp  Thinking, 
larp  Thinking  created  the  world's  first 
;top  color  fax.  And  the  first  truly  affordable, 
-quality  plain  paper  laser  fax. 
id  now,  the  highly  productive,  highly  versatile 
p  FO-6100  plain  paper  laser  fax.  With  super- 
resolution,  400  dpi  printing  and  smoothing 
jre.  Ultra-fast  transmission  time.  Ultra-efficient 
access  and  memory  functions, 
'en  a  unique  remote  diagnostics  capability 
can  call  for  its  own  service, 
lat's  Sharp  Thinking.  It's  built  into  every 
•p  fax.  And  made  us  the  best-selling  fax  products 
nerica,  4  years  in  a  row. 
5  when  you're  buying  plain  paper  fax,  think  *1 
X.  Think  Sharp.  For  more  information  call: 

r 


// 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 


Sharp  Electronics  Corporation 

NG  SYSTEMS  •  CALCULATORS  •  CASH  REGISTERS  •  COLOR  SCANNERS  •  COMPUTERS  •  COPIERS  •  FACSIMILE  •  LASER  PRINTERS  •  TYPEWRITERS  •  WIZARD®  ORGANIZERS 


e  flews 


y7i 


THE  CONGRESS  I 


(  1''  >a 


AS  Speaker  of  the  House,  Thoi 
S.  Foley  is  an  enlightened  r 
in  a  job  often  filled  by  petty 
rants.  But  the  sad-eyed,  soft-spoken 
ley's  reasonableness,  affability,  and 
taste  for  brutal  confrontation  h 
helped  produce  a  crisis  that  now  thr 
ens  his  job — as  well  as  what  little 
mains  of  public  respect  for  Congresi 

After  six  months  of  scandal 
check-kiting  at  the  House  bank,  d 
dealing  and  embezzlement  at  the  Ho 
post  office,  and  unpaid  bills  in  the  Ho  r. 
restaurant,  Capitol  Hill  is  in  turn 
Some  House  Democrats  are  just  heac 
for  the  hills  of  retirement.  Others 
urging  their  leadership  to  declare  all- 
war  on  the  White  House  and  such 
publican  tormentors  as  House  Mine 
Whip  Newt  Gingrich  (R-Ga.).  But 
Congress  straightens  itself  out, 
country's  business  is  on  hold.  "The 
no  precedent  for  this  in  history,  wh 
the  frailties  of  the  institution  are  on 
ked  display,"  says  Brookings  Institui 
political  scientist  Thomas  E.  Mann 
veteran  lobbyist  adds  that  House  m4:,. 
bers  are  "walking  around  in  shell  sh( 
The  institution  is  breaking  down." 
TOO  PASSIVE?  The  chaos  on  the  Hill, 
the  prospect  of  a  flood  of  new  memblr_-i= 
come  November,  mean  business  lead  ^ 
and  lobbyists  need  to  update  their  sc(| 
cards.  Key  players  on  the  committ  ■ 
that  handle  business-oriented  legii 
tion — Ways  &  Means,  Appropriaticfc 
Public  Works,  and  Banking — are 
their  way  out  the  door  (table).  Ex^ 
tives  will  have  to  get  used  to  new  fi 
and,  perhaps,  new  rules. 

Many  lawmakers  blame  Foley  for 
turmoil.  They  say  he  was  too  passivd?:- 
handling  early  reports  of  abuse  of  ba 
ing  privileges  by  House  members.  A  I  \ri 
get  of  much  of  the  grousing  is  Fole 
wife,  Heather,  who  as  the  Speaker's  |ji,-r- 
paid  chief  of  staff  doles  out  many  of 
perks  and  guards  access  to  her  husba 
She  recently  testified  before  a  fed€  _ 
grand  jury  investigating  embezzlem 
and  drug  dealing  in  the  House  post  - 
fice.  The  Foleys  deny  misconduct  £jt 
have  released  a  letter  from  the  U.  S 
torney's  office  stating  that  Heather 
not  a  target  of  an  investigation  into  pj[j 
sible  obstruction  of  justice. 

The  House's  scandals,  meanwhile, 
becoming  ever  more  tawdry.  After  be|r- 
asked  on  nationwide  television  why 
didn't  fire  former  House  Sergeant- 
Arms  Jack   Russ,   who  oversaw 
House  bank  and   bounced  numen 
checks  of  his  own,  Foley  was  forcedl 
deny  rumors  that  Russ  had  "dirt  jj 


^31 


I  1;, 


him."  And  House  officials  now  are  pr 
ing  allegations  of  illegal  wiretapping 
members'  offices  by  the  Capitol  Folic 
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risis  on  Capitol 
s  building  long 

Foley  became 
in  1989.  The 
atic  leadership 
ht  between  the 
i-bound  world  of 
;  that  has  cod- 
ouse  members 

years  and  the 
arid  of  voters 
pect  lawmakers 
)  privileges  and 
iroblems.  Foley 
le  challenge  of 
J  in  a  new  cul- 
;hout  undue  dis- 

"I'm  not  advo- 
verthrow,"  says 
ntative  Timothy 
y  (D-Minn.),  a  rising  star.  "But 
ership's  future  depends  a  lot  on 
ich  reform  we  get  between  now 
/ember." 

he  near  term,  the  leadership  is 
a  three-pronged  plan  to  get  the 
)ack  on  track.  But  members  are 
,nng  to  maintain  their  balance  as 
lund  shifts  beneath  their  feet. 
3rks  as  free  prescriptions,  cut- 
Tinasium  fees,  and  low-cost  gifts 
:ationery  store  are  history.  Other 
)odies — chauffeur-driven  cars, 
at  flowers,  airport  parking — 
)ecome  casualties  once  House 
complete  a  wide-ranging  review. 
PRO.  Scurrying  to  contain  the 
re,  the  House  also  is  ringing 
e  curtain  on  its  cherished  patron- 
item.  Thousands  of  House  em- 
— from  elevator  operators  to  the 
per  who  oversees  a  $10  million 
and  a  small  army  of  greeters, 
rs,  baggage  handlers,  and 
■are  now  supposed  to  come  under 
system.  Foley  and  House  Repub- 
aders  are  negotiating  a  plan  to 
^er  the  administration  of  the 
-it  has  been  run  by  the  Demo- 
or  the  last  38 
to  a  professional 
r. 

many  members 
ore  far-reaching 
;.  After  years  of 
lowhere,  reform 
lis  aimed  at 
ining  the  creaky 
ve  process  are 
a  serious  hear- 
le  would  slash 
nber  of  commit- 
)t  to  mention  all 
lels'  subcommit- 
lother  urges  the 
and  Senate  lead- 
to  set  a  joint 


THE  FOLEYS'  FOLLIES: 
SPEAKER  TOM  AND 
WIFE  HEATHER,  HIS 
STAFF  CHIEF,  MAY 
LOSE  THEIR  JOBS 


agenda  with  five  or  six  items,  then  work 
together  to  carry  it  out. 

But  if  Foley  embraces  some  of  the 
more  energetic  reforms,  he  could  ignite 
a  civil  war  with  the  barons  of  his  own 
party,  particularly  Ways  &  Means  Chair- 
man Dan  Rostenkowski  (D-Ill.),  Energy 
&  Commerce  Chairman  John  Dingell  (D- 
Mich.),  and  Appropriations  Chairman 
Jamie  Whitten  (D-Miss.).  They  have  au- 
thority over  most  of  the  legislation  that 
goes  through  the  House,  and  their  huge 
staffs  make  their  committees  power  cen- 
ters that  allow  them  openly  to  challenge 
the  Democratic  leadership.  "We  need  to 
get  to  a  lean  and  mean  operation,"  says 
Representative  Dan  Glickman  (D-Kan.). 
"The  Speaker  and  Majority  Leader  have 
to  be  willing  to  take  on  the  committee 
chairs." 

For  now,  Foley  and  Majority  Leader 
Richard  A.  Gephardt  (D-Mo.)  are  resist- 
ing calls  for  an  assault  on  the  chair- 
men's power.  But  that  may  change  in 
the  new  Congress.  Because  of  redistrict- 
ing,  retirements,  and  the  likely  defeat  of 
some  longtime  incumbents,  experts  pre- 
dict there  could  be  120  new  faces  on  the 
Hill  next  year.  Many  of  the  freshmen 


will  have  no  loyalty  to 
the  leadership  and  no 
stake  in  the  status  quo. 

In  an  attempt  to  pre- 
vent a  Democratic 
slaughter  in  November, 
aides  say  the  leadership 
has  adopted  a  threefold 
strategy:  Complete  the 
institutional  reforms  by 
mid-April,  turn  the  spot- 
light on  the  Executive 
Branch's  alleged  abuse 
of  perks,  and  move  fast 
on  legislation  Demo- 
crats want  to  campaign 
on  this  fall.  High  on  the 
list:  an  energy  strategy, 
a  get-tough  trade  bill, 
health  care  reform,  an 
unemployment  insurance. 


BIG  TURNOVER  ON  CAPITOL  HILL 


By  Apr.  1,  45  House  members  and  six  senators  were  headed  out,  including: 

REPRESENTATIVE  CARL  D.  PURSELL  (MICH.)  The  senior  Republican  on  the 
House  Appropriations  Committee,  the  panel  that  controls  the  nation's  purse- 
strings.  Seven  other  Appropriations  members  are  leaving 


REPRESENTATIVE  ED  JENKINS  (CA.)  A  moderate  Democrat  on  the  tax-writing 
Ways  &  Means  Committee^  Five  other  panel  members  are  headed  out,  too 


REPRESENTATIVE  ROBERT  A.  ROE  (N.J.)  The  Democratic  Chairman  of  the 
House  Public  Works  Committee,  one  of  the  Hill's  biggest  pork  barrels.  The  pan- 
el's senior  Republican,  1 3-term  John  P.  Hqmmerschmidt  (Ark.),  also  is  retiring 


REPRESENTATIVE  DOUG  BARNARD  (GA.)  A  prominent  Democrat  on  the  House 
Banking  Committee.  The  panel's  leading  Republican,  Representative  Chalmers  P. 
Wylie  (Ohio),  also  may  retire 


overhaul  of 

and  new  campaign-finance  rules. 
BLAME-SHIFTING.  That  approach  is  un- 
likely to  get  Congress  back  into  voters' 
good  graces.  If  the  institutional  reforms 
are  too  modest  and  arcane,  they  won't 
convince  the  public  that  lawmakers  have 
given  up  on  the  lifestyle  of  the  rich  and 
famous.  Exposing  the  White  House's 
abuse  of  perks  may  make  Democrats 
feel  better,  but  the  outside  world  is  like- 
ly to  view  it  as  a  feeble  attempt  to  shift 
the  blame. 

The  focus  on  legislation  may  be  the 
most  troublesome.  The  Democratic  lead- 
ership is  suffering  a  shortage  of  follow- 
ers. In  recent  days,  Foley  and  other  lead- 
ers have  been  rebuffed  in  their  efforts 
to  reprogram  defense  spending  for  do- 
mestic needs  and  to  override  President 
Bush's  veto  of  a  tax  bill.  Even  if  any  of 
the  measures  on  the  new  wish-list  actu- 
ally make  it  through  the  House  and  the 
Senate,  they  face  almost  certain  vetoes. 
"What's  hurting  us  across  the  country  is 
the  sense  that  nothing  ever  happens," 
groans  Penny.  "I  don't  mind  getting 
down  to  a  serious  agenda  but  not  if  it's 
just  to  pick  a  partisan  fight." 

Foley's  big  test  will 
come  in  the  November 
elections.  If  the  Demo- 
crats lose  more  than  30 
seats,  the  GOP  could 
team  with  Democratic 
conservatives  to  form  a 
working  majority. 
Should  that  happen. 
Democrats  may  decide 
that  they  have  had 
enough  of  the  avuncu- 
lar style  and  elect  a 
leader  with  a  taste  for 
the  jugular. 

By  Paula  Dwyer,  with 
Richard  S.  Dunham,  in 
Washington 
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Commentary/by  Howard  Gleckman 


'JERRY'S  TAX':  WRONG  ANSWER,  RIGHT  QUESTIONS 


lormer  California  Governor  Jerry 
I  Brown's  radical  plan  to  replace 
the  federal  tax  system  with  a  13% 
flat-rate  individual  income  tax  and  a 
13'A  value-added  tax  on  business  has 
grabbed  public  attention  in  recent 
weeks.  And  most  economists  who  have 
studied  his  proposal  don't  like  what 
they  see. 

Much  of  the  criticism  is  justified. 
"Jerry's  tax,"  as  rival  Presidential 
hopeful  Bill  Clinton  terms  it,  would 
raise  taxes  on  the  poor  and  elderly, 
even  as  it  lowered  taxes  for  well- 
off  families.  Brown's  plan  is  also 
simplistic,  ignoring  such  key  spe- 
cifics as  what  income  would  be 
taxed  and  what  expenses  could  be 
deducted.  And  unlike  most  propos- 
als, Brown  would  tax  labor  twice 
by  making  businesses  pay  taxes  on 
their  payrolls,  and  then  hitting 
workers  again  on  the  same  wages. 
This  would  effectively  double  his 
claimed  13'/  rate  on  individuals. 
POSTCARD  1040.  But  Brown,  al- 
ways the  provocateur,  deserves 
credit  for  raising  critical  issues  in  a 
campaign  that  at  times  has  paid 
more  attention  to  private  lives  than 
public  policy.  Does  the  current  tax 
code  encourage  excessive  con- 
sumption and  debt?  Can  some  of 
the  tax  code's  hideous  complexity 
be  eliminated?  By  trumpeting  his 
flat-tax  idea  and  promising  a  sys- 
tem so  simple  that  returns  could  be 
filed  on  a  postcard.  Brown  has  sparked 
the  first  tax-policy  debate  since  the 
1986  reform.  The  exercise  should  be 
more  productive  than  the  tiresome 
squabbling  between  the  White  House 
and  congressional  Democrats  over 
"economic  growth"  packages.  Says 
University  of  Michigan  economist  Joel 
B.  Slemrod:  "I'm  much  happier  to  see  a 
serious  debate  about  a  flat  tax.  It 
raises  important  economic  issues." 

While  Brown's  plan  is  labeled  a  flat 
tax,  that  focuses  on  only  half  the  plan. 
The  second,  more  far-reaching  element, 
is  a  value-added  tax  he  would  impose 
on  business  sales  of  goods  and  ser- 
vices. Taken  together.  Brown's  flat- 
rate  income  tax  and  his  VAT  are  intend- 
ed to  function  as  a  consumption  tax 
that  replaces  the  current  individual  and 
corporate  income  levies,  as  well  as  the 
Social  Security  payroll  tax. 

The  idea  of  taxing  consumption 


while  exempting  investment  and  sav- 
ings is  not  new.  Housing  Secretary 
Jack  F.  Kemp  raised  it  as  a  congress- 
man in  1978.  In  the  '80s,  the  approach 
was  popular  among  academics.  Two 
Stanford  University  economists,  Rob- 
ert Hall  and  Alvin  Rabushka,  devel- 
oped a  plan  that  formed  the  basis  of 
Brown's  scheme.  Individuals  would  pay 
a  flat  197<  tax  on  wages  and  salaries 
with  no  deductions,  but  capital  gains, 
interest,  and  dividends  would  be  ex- 
empt. Businesses  would  pay  the  same 


A  CONSUMPTION-BASED  TAX: 
HOW  IT  SHOULD  WORK 


fe'^  No  income  is  taxed  twice 


^  Wages  and  salaries  are  taxed  at  a 
uniform  rate.  Can  be  made  progressive 
using  personal  exemption 


^  Capital  gains,  interest,  and  divi- 
dends are  not  taxed 


^  A  value-added  tax  is  imposed  on 
s,  with  no  deductions  for 
idends  paid 


^  Business  can  write  off  capital 
investment  immediately  data; bw 


rate  on  total  receipts,  less  the  cost  of 
labor,  equipment,  and  materials.  No  de- 
duction would  be  allowed  for  either  in- 
terest or  dividend  payments.  A  similar 
proposal,  called  the  X-tax,  was  devised 
by  David  Bradford,  now  a  member  of 
President  Busli's  Council  of  Economic 
Advisers.  And  Brookings  Institution 
economist  Henry  J.  Aaron,  along  with 
his  then-colleague  Harvey  Galper,  de- 
signed a  "cash-flow"  tax  that  also  ze- 
roed in  on  consumption.  In  1988,  Sena- 
tor Bill  Bradley  (D-N.J.)  pushed  a 
version  of  the  Aaron-Galper  plan. 


'I'm  much  happier  to  see 
a  serious  debate  about  a 
flat  tax.  It  raises 
important  economic  issues' 


All  these  proposals  would  wo 
about  the  same  way  (table).  Th( 
would:  be  simple,  tax  all  income  on, 
once,  end  the  bias  against  equity 
nance  and  personal  savings,  and  alL 
business  to  write  off  capital  inve^ 
ments  immediately.  For  better  j 
worse,  a  consumption  tax  to  repla* 
the  current  system  would  sharply  ci:| 
tail  the  government's  ability  to  use  tl 
tax  code  to  promote  favored  industria 
The  biggest  drawback,  in  terms  i 
politics  and  social  policy,  is  that  co 
sumption  taxes  tend  to  fall  heavi 
on  the  poor.  The  problem  is  fi 
able,  but  only  by  adding  comple 
ity.  Hall  and  Rabushka  try  to  i 
ject  fairness  by  exempting  the  fir 
$16,000  of  income  from^  their  ta 
Bradford  adds  graduated  rates 
the  mix.  And  Brown  responded 
critics  by  hastily  adding  a  $15,0i 
exemption  to  his  scheme. 
REPAIR  JOB.  For  the  most  part,  tl 
goals  of  the  flat-taxers  are  worth] 
But  many  economists  wond 
whether  the  existing  system  nee 
to  be  junked.  After  all,  double 
ation  of  dividends  can  be  ended 
adjusting  the  current  code.  The 
come  tax  could  also  be  changed  ^. 
allow  businesses  to  write  off 
vestment  immediately  and  to  ( 
courage  savings  through  ince 
fives  such  as  individual  retireme 
accounts.  And  the  consumption  tj 
will  not  be  immune  to  politics 
can  be  loaded  up  with  special-intere 
junk  just  as  easily  as  the  income  ^ 
Says  Aaron:  "A  shift  to  a  whole  Ml 
tax  system  is  not  likely  to  yield  sirnti 
fication.  It  would  be  lovely  if  it  did, 
don't  think  it's  sustainable." 

Brown  feels  his  tax  plan  is  a  pristii 
replacement  for  today's  cormyjlion-ri 
died  code.  Other  pols  don't  agree.  F\ 
them,  a  consumption  tax  is  a  mon< 
machine  to  supplement  the  tapped-o^ 
income  and  payroll  tax  system.  For  i 
stance,  a  3.5%  broad-based  vat  wou 
yield  about  $100  billion  a  year.  Wa| 
ington's  chronic  need  for  funds  h;" 
won  the  idea  powerful  friends,  fro| 
those  who  want  to  cut  corporate  taxi' 
to  those  who  want  to  finance  nation 
health  insurance.  But  properly  crafte- 
consumption  taxes  can  have  real  mer 
Washington  must  tackle  some  fisc 
policy  issues  this  year.  Consumptic 
taxes  ought  to  be  part  of  the  debat€i 


let 
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ISSUES  I 


CUTTING  THE  DOLE 


Here  are  some  of  the  ways  states  are  slashing  the  welfare  rolls: 

State 

Change 

CALIFORNIA 

Proposes  cuts  of  up  to  25%  in  AFDC 

Teen  recipients  must  live  with  parents  and  attend 

school  regularly 

CONNECTICUT 

Proposes  limiting  general  assistance  payments 

to  those  who  have  recently  worked 

Freezing  AFDC  payments 

Requiring  recipients  to  immunize  children,  attend 

school  regularly 

MARYLAND 

Reduced  AFDC  payments  to  1989  levels 

MASSACHUSETTS 

Cut  general  assistance  rolls  by  38% 

MICHIGAN 

Terminoted  general  assistance 

OHIO 

Cut  general  assistance  benefit  to  $100  per 

month 

Limited  participation  to  6  months  per  year. 

effectively  cutting  90,000  from  the  rolls 

DATA:  BW,  CENTER  ON  BUDGET  &  POLICY  PRIORITIES 


HUMAN  SERVICES  DEPT.  DOUBLES  AS  A  HOMELESS  SHELTER 


IN  FOR  THE  POOR, 

lAY  FOR  THE  MIDDLE  CLASS 


budget-trimmers  pander  to  angry  voters  by  targeting  welfare 


fter  she  pays  her  $650  rent,  Cath- 
erine Flatow  can  count  in  pennies 
i  the  money  left  over  from  her 
lonthly  welfare  check.  Such  simple 
as  paper  towels  are  luxuries  she 
:orgo.  The  33-year-old  San  Mateo 
r  (Calif.)  mother  of  two  says  she 
to  work,  but  can't  afford  child 
ind  if  life  is  a  grind  now,  it's  only 
to  get  tougher.  Republican  Gover- 
;te  Wilson  has  proposed  cutting 
e  payments  by  up  to  25/'.  Frets 
':  "If  they  cut  me,  I'll  be  out  on 
■eet." 

thousands  of  welfare  recipients 
the  U.  S.,  the  government's  help- 
nd  is  turning  thumbs  down.  Both 
Families  with  Dependent  Children 
and  state-funded  general  assis- 
programs  have  become  budget- 
l  targets.  The  latest  slashes  come 
D,  which  on  Apr.  1  severed  90,000 
ts  already  reduced  relief  rolls  of 
).  Beyond  those  reductions  are  na- 
ie  cutbacks  in  afdc  funding:  In 
3t  year,  some  40  states  lowered  or 
VFDC  payments  to  single  mothers 
ildren,  according  to  the  Washing- 
sed  Center  on  Budget  &  Policy 
ies. 

nation's  governors  say  the  reduc- 
,re  the  unhappy  result  of  a  linger- 
;ession.  But  with  AFDC  accounting 
it  S.57o  of  state  expenditures,  and 


general  assistance  funding  representing 
even  less,  budget  deficits  are  only  part 
of  the  reason  lawmakers  are  so  willing 
to  cut  welfare,  social  policy  experts  sug- 
gest. What's  at  work,  they  say,  is  the 
politics  of  welfare:  Politicians  are  play- 
ing on  the  fears  and  resentment  of  mid- 
dle-class voters  worried  about  their  jobs 
as  they  see  other  ones  go.  "The  reces- 
sion makes  people  less  patient  with 
spending  on  the  poor,"  says  Lawrence 
M.  Mead,  associate  professor  of  politics 
at  New  York  University  and  author  of 
The  New  Politics  of  Poverty. 
OPEN  SEASON.  The  rhetoric  can  only 
heat  up  as  the  nation  speeds  toward  the 
November  elections.  Last  month,  in  a 
speech  to  the  Economic  Club  of  New 
York,  Vice-President  Dan  Quayle 
blamed  the  city's  high  taxes  and  school 
dropout  rate  on  the  failed  "liberal  vi- 
sion" of  a  "content  welfare  state."  In 
199rs  governors'  races,  attacks  on 
welfare  helped  Republican  David  Duke 
win  a  white  majority  in  Louisiana  and 
helped  elect  Republican  Kirk  Fordice  in 
Mississippi.  "The  welfare  mother  has  re- 
placed Willie  Horton  as  the  code  word  in 
racial  politics,"  says  Mimi  Abramovitz, 
professor  of  social  policy  at  Hunter 
College. 

Whatever  the  motive,  the  cuts  could 
hardly  come  at  a  worse  time.  The  reces- 
sion is  driving  AFDC  and  food-stamps 


caseloads  to  all-time  highs.  Even  applica- 
tions for  Social  Security  disability  bene- 
fits have  soared  43%  since  1989  as  cash- 
short  individuals  scramble  for  available 
funds. 

On  a  state-by-state  basis,  the  picture 
is  even  worse.  In  Ohio,  after  the  gover- 
nor and  legislature  began  cutting  gener- 
al assistance  rather  than  raise  taxes  or 
pare  funds  for  education,  shelters  over- 
flowed. One  program,  which  gives  the 
homeless  shelter  in  office  buildings  and 
warehouses  when  regular  centers  are 
full,  reports  that  it  now  serves  255  peo- 
ple a  night,  up  from  160  last  year.  In 
neighboring  Michigan,  which  ended  gen- 
eral assistance  altogether  to  83,000 
recipients  in  October,  homelessness  is 
rising.  "At  this  point,  I  feel  helpless," 
says  Donnie  A.  Ferrill,  36,  an  ex-carpen- 
ter who  has  lived  in  a  homeless  shelter 
or  a  tent  since  Michigan  stopped  his 
benefits. 

Many  states  hope  to  change  welfare 
recipients'  behavior  by  getting  stingier. 
Mississippi,  which  already  has  the  low- 
est AFDC  payments  in  the  country,  is 
considering  dropping  recipients  who  fail 
random  drug  tests.  California,  Virginia, 
and  Maine  want  to  refuse  to  pay  extra 
for  additional  kids.  Maryland  proposes 
requiring  parents  to  pi'ovide  youngsters 
with  preventive  medical  care.  And  Con- 
necticut may  penalize  parents  if  their 
children  skip  school  or  are  not  immu- 
nized. Behind  these  schemes  is  "a 
gnawing  feeling  among  people  that  wel- 
fare isn't  working  and  we've  got  to  do 
something  to  turn  the  system  around," 
says  Michael  B.  Levin,  vice-president  of 
the  Connecticut  Policy  &  Economic 
Council. 

A  backlash  against  reform  has  al- 
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ready  begun.  Starting  July  1,  New  Jer- 
sey plans  to  cut  off  AFDC  payments  of 
an  additional  $64  a  month  for  every  new 
child  born  to  a  family.  That  has  spawned 
an  unusual  coalition  to  fight  the  rule — 
from  advocates  for  women  to  the  Catho- 
lic Conference,  which  fears  a  rise  in 
abortion.  "What  the  state  is  now  saying 
is:  'If  you're  an  unfortunate  kid  who's 
born  while  you're  mother  is  on  welfare, 
that's  too  bad,'  "  says  Lisa  Click  Zucker, 
acting  legal  director  of  the  American 
Civil  Liberties  Union  in  New  Jersey.  The 
state  sees  the  issue  differently:  "Middle- 
class  families  can't  demand  a  pay  in- 
crease because  a  new  baby  is  coming," 
says  Democratic  Governor  James  J.  Flo- 
rio.  "Our  new  law  allows  welfare  recipi- 
ents to  live  under  those  same  values." 
FUTILE  SEARCH.  But  critics  of  the  reforms 
believe  that  some  of  the  punitive  mea- 
sures are  based  on  myths  about  the 
poor — that  welfare  encourages  child- 
bearing  or  that  ending  benefits  will 
force  recipients  to  work.  Studies  show 
that  the  average  AFDC  family  has  fewer 
than  two  kids — below  the  national  aver- 
age— and  that  birth  rates  to  unmarried 
mothers  are  no  higher  in  generous 
states  than  in  stingy  ones.  Moreover,  in 
Michigan,  a  state  study  found  that  only 
a  handful  of  the  83,000  cut  from  the  rolls 
found  jobs  because  they  lacked  skills. 
And  preliminary  studies  from  a  program 
in  Wisconsin  that  penalizes  parents 
whose  kids  are  truant  indicate  that  the 
threat  of  sanctions  hasn't  improved 
school  attendance. 

Studies  also  show  that  it  takes  sub- 
stantial investment  to  make  even  mar- 
ginal improvements  in  a  welfare  mom's 
job  prospects.  So  it's  no  wonder  that 
even  the  federal  government's  large- 
scale  effort  to  reform  welfare,  the  1988 
Family  Support  Act,  has  proved  disap- 
pointing. In  fiscal  1991,  Congress  provid- 
ed $1  billion  in  matching  grants  for  state 
job  programs  aimed  at  welfare  recipi- 
ents. But  many  states  haven't  been  able 
to  come  up  with  their  share,  so  only  53% 
of  the  federal  funds  has  been  used. 
"Any  governor  who  is  not  spending  this 
money  can't  be  sincere  when  he  says  he 
wants  people  to  work,"  says  Sheldon  H. 
Danziger,  a  University  of  Michigan  so- 
cial work  professor.  "They  just  want  to 
cut  their  budgets." 

With  the  most  promising  programs 
failing  to  produce  much  success,  the 
smaller  punitive  measures  aren't  likely 
to  do  more  than  assuage  middle-class 
resentment:  But  to  many  recipients,  wel- 
fare often  means  the  difference  between 
a  modicum  of  security  and  life  on  the 
streets. 

By  Susan  B.  Garland  in  Washington,  with 
Joseph  Weber  in  Philadelphia,  Zachary 
Schiller  in  Cleveland,  and  bureau  reports 
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The  federal  budget  deficit  will  keep  sending  interest  rates  up 
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0  you're  kicking  yourself  for  miss- 
iing  the  low  point  in  interest  rates 
in  January,  when  you  could  have 
refinanced  your  30-year  mortgage  at 
8'/'  ?  Wall  Street  says  relax,  that  the  two- 
month  rise  in  long-term  interest  rates  is 
temporary.  But  some  economists  say 
you  have  reason  for  regret.  They  figure 
inflation-adjusted  interest  rates  will  re- 
main high  for  years. 

These  purveyors  of 
gloom  are  focusing  on 
the  one  topic  no  one 
wants  to  talk  about  in 
this  year  of  recession  and 
election — the  federal  bud- 
get deficit.  At  $400  billion 
now,  even  economic  re- 
covery won't  push  the 
tide  of  red  ink  back  very 
far,  analysts  say.  Indeed, 
the  Bush  Administration 
itself  foresees  a  $182  bil- 
lion deficit  in  1997. 

So  as  private  invest- 
ment picks  up  with  a  re- 
covering economy,  gov- 
ernment will  be  hogging 
the  supply  of  credit 
(charts).  And  overseas  in- 
vestors won't  provide 
new  capital.  "The  only 
way  the  market  can  clear 
is  with  higher  rates," 
says  Irwin  L.  Kellner, 
chief  economist  at  Chemi- 
cal Banking  Corp. 
UNNERVED.  That's  got  the 
Federal  Reserve  worry- 
ing that  high  rates  will 
squash  an  economic  re- 
bound. Fed  Chairman 
Alan  Greenspan  has 
stepped  up  his  criticism 
of  Washington's  tax-cut- 
ting fever,  which  Fed  of- 
ficials say  spooked  bond 
investors.  Vice-Chairman 
David  W.  Mullins  Jr.  says  the  surge 
since  January  in  30-year  T-bonds,  from 
7.45%  to  more  than  8%,  was  caused  by 
fears  of  tighter  credit  through  1997 — the 
period  when  the  deficit  will  crowd  out 
investment.  "The  markets  are  signaling 
big  increases  in  rates  as  the  deficit  and 
the  recovery  collide,"  Mullins  says. 

Crowding  out  has  been  an  economic 
bogeyman  since  the  mid-1970s,  when  the 
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budget  slipped  permanently  into  the  r€ 
In  the  early  1980s,  economists  thougl, 
the  government's  demand  for  monif, 
would  strangle  the  economy.  But  fd 
eign  money,  attracted  by  high  rate 
saved  the  day. 

That's  not  going  to  happen  this  tir 
Today,  long-term  rates  are  high  relati] 
to  inflation  all  around  the  globe,  at 
international  sprea< 
have  narrowed.  U.  S.  ai 
British  elections,  wed 
governments  in  Fraii' 
and  Italy,  and  Japan's  r 
cession  "add  a  big  pren 
um  to  rates,"  says  Davj  ij 
H.  Resler,  an  economJ  i' 
for  Nomura  Securitij 
International.  '  '' 

SAYONARA  TIME.  Farth 
out,  European  money  w  i 
go  to  the  former  Sovi  ji 
bloc.  And  the  1980s'  hi  j 
gest   buyers   of  U.  j 
bonds,  the  Japanese,  i 
versed  ground  and  liqi 
dated  $19  billion  in  Tre 
suries  in  1990  and  19^ 
"They  need  the  money 
shore  up  their  own 
nances,"  says  Steven  \ 
Nagourney  of  Lehm; 
Brothers  (page  50). 

So  the  U.  S.  must  fiii 
its  own  way  to  ease  tl 
coming  capital  crunc 
Fed  Governor  Wayne  \ 
Angell  says  lower  infl 
tion  and  high  real  rat 
will     boost  saving 
Deleveraging — slashii 
debt  and  boosting  eqi, 
ty — will  do  the  same  f 
business,  says  First  B( 
ton  Corp.  economist  La 
J.  Pedersen,  who  predic 
that  the  U.  S.  will  soon  ' 
exporting  money. 
But  "we  can't  dig  out  of  a  decade 
debt  in  a  hurry — and  on  the  federal  le,  ., 
el,  we're  not  even  trying,"  observes  E 
vid  A.  Wyss,  financial  economist  f 
DRi/McGraw-Hill.  Instead,  most  polij^ 
cians  seem  interested  only  in  econoirj  ^ ' 
growth.  But  without  tough  action  on  t'l 
deficit,  high  long-term  rates  may  keij 
the  pols'  wish  from  corning  true. 

By  Mike  McNamee  in  Washingti. 
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NY'  ROWLAND'S 
LOSSAL  WOES 


by  recession,  he  appears  to  be  dismantling  his  conglomerate 


I ever  mind  the  moralizing.  If 
there's  a  deal  to  be  done, 
chances  are  Roland  W.  "Tiny" 
nd  will  hop  in  his  Gulfstream  jet 
•ch  of  the  action.  Over  the  past  10 
,  the  chief  executive  of  Lonrho 
;he  London-based  industrial  con- 
rate,  secretly  took  a  few  jaunts  to 
.  In  late  March,  just  days  before 
N.  voted  to  impose  sanctions  on 
avernment  of  Colonel  Muammer 
fi,  came  the  payoff:  Debt-laden 
•ecession-battered  Lonrho  an- 
id  it  was  selling  a  one-third  stake 
Metropole  hotel  chain  to  Libya's 
Q-investment  arm  for  $310  million, 
venture  boldly  underlines  a  new 
r  Lonrho,  the  British  holding  com- 
whose  assets — including  natural 
ces,  newspapers,  tea  and  sugar 
tions,  and  car  dealerships — gener- 
991  revenues  of  $8.4  billion.  Row- 
)nce  the  grand  acquisitor,  now  ap- 
to  be  dismantling  his  company, 
letropole  deal  means  that  Lonrho 
ive  raised  $608  million  through  as- 
les  since  the  Sept.  30  close  of  the 
ny's  1991  fiscal  year. 
E  DARK.  More  deals  are  in  the 
.  Company  executives  won't  rule 
ly  Lonrho  assets,  from  its  famous 
n  Sunday  paper.  The  Obser-ver,  to 
ncess  hotel  chain,  to  its  promising 
im  and  rhodium  mines  in  South 
— even  though  South  Africa  may 
the  verge  of  a  business  boom. 
Libyan  deal  stunned  even  those 


bankers  and  investors  who  are  pressing 
Rowland  to  unload  assets.  Lonrho 
shares  have  sunk  31%  since  the  deal  was 
announced,  and  60%  from  their  peak  this 
year  (chart).  But  the  dealing  will  go  on. 
Banks  want  a  sharp  cut  in  Lonrho's 
debt,  now  about  60%  of  total  capital. 
Comments  one  banker:  "We're  no  longer 
willing  to  give  Rowland  the  benefit  of 
the  doubt.  He  needs  to  lay  out  a  coher- 
ent strategy  to  get  over  this  crisis  of 
confidence." 

The  fallout  shows  little  sign  of  abat- 
ing. On  Mar.  31,  Lonrho  lost  its  London 
stockbroker.  UBS  Phillips  &  Drew  re- 
signed the  Lonrho  account,  say  sources 
in  the  City,  because  the  company  kept  it 
in  the  dark  about  many  financial  mat- 
ters, including  the  Libyan  deal.  And  the 
U.  S.  Treasury  is  investigating  the  stock 
sale  to  determine  whether  the  deal 
makes  Metropole  a  Libyan-controlled 
company  subject  to 
U.  S.  sanctions.  If  so, 
by  midyear,  Americans 
could  be  forbidden  to 
do  any  business  with 
Metropole — or  even  to 
stay  at  its  hotels. 

The  consequence.^ 
could  be  much  worse  if 
the  Treasury  decides 
that  Libyan  control  ex- 
tends to  Lonrho:  The 
Administration  could 
freeze  its  U.  S.  assets, 
including  Hondo  Oil  & 


lONRHO  GETS 
CIDBBERED 


Gas  Co.,  and  block 
American  shareholders 
from  selling  their 
Lonrho  stock.  That 
could  cause  problems 
for  Boston-based  Fideli- 
ty Investments,  which 
could  be  stuck  with  10% 
of  Lonrho's  shares  if  it 
doesn't  sell  before  the 
freeze. 

Lonrho  Deputy  Chair- 
man Paul  G.  B.  Spicer 
defiantly  predicts  that 
the  storm  will  blow 
over.  "Some  say  we 
should  have  been  more 
careful  about  who  we 
are  dealing  with,  but 
we've  got  to  think  about 
getting  the  best  deal  for 
our  shareholders,"  he 
says.  "We've  done  noth- 
ing illegal."  And  Row- 
land himself,  says  one  old  friend,  re- 
mains serene.  "He  has  an  amazing  way 
of  rationalizing  the  difficulties,"  says 
the  friend. 

BRAVE  SOULS.  Rowland  has  had  a  harder 
time  rationalizing  the  recessions  in  the 
U.  S.  and  Europe,  which  have  battered 
cash-spinning  businesses  such  as 
Lonrho's  auto  dealers.  Meanwhile,  the 
African  operations  are  buckling  under 
the  weight  of  economic  crises  and  weak 
commodity  prices.  Pretax  profits  slid 
24%  last  year,  and  Jack  Jones,  a  UBS 
Phillips  &  Drew  analyst,  forecasts  an 
additional  40%'  deterioration  this  year,  on 
a  6%  dip  in  revenues,  to  $7.9  billion. 

Spicer  nonetheless  insists  that  Lonrho 
can  smoothly  sell  assets  and  transform 
itself  once  again  into  a  major  natural- 
resources  play.  But  an  earnings  turn- 
around would  require  a  worldwide  re- 
bound in  mineral  and  commodity  prices. 

To  a  few  brave  souls,  Lonrho's  woes 
are  a  great  opportunity.  Analyst  Robert 
Davies  of  Lehman  Brothers  Internation- 
al, who  met  recently  with  Rowland, 
says:  "I'm  convinced  the  company  isn't 
going  bust,  so  the  stock  is  desperately 
cheap."  And  Geoffrey  Rosenberger, 
managing  director  of  Clover  Capital 
Management  Inc.  in  Syracuse,  N.  Y., 
says  he  bought  7  million 
shares  in  the  past 
month.  He's  uncomfort- 
able, he  says,  "but  I 
only  make  money  on 
stocks  when  my  stom- 
ach turns  over."  If  he 
sticks  with  Tiny,  he'll 
be  popping  antacids  by 
the  fistful. 

By  Richard  Melcher  in 
London,  with  Geoffrey 
Smith  in  Boston  and 
Mike  McNaynee  in 
Washington 
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EXECUTIVE  PAY  I 


IF  CEO  PAY  MAKES  YOU  SICK, 
DON'T  lOOK  AT  THE  STOCK  OPTIONS 


Executives  are  reaping  unprecedented  option  grants 


LEON  C. 
HIRSCH 
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Memo  to  Phil  Donahue: 

Dear  Phil:  You 've  broached  every  topic 
from  tough  love  to  transvestite  teens. 
Why  not  executive  stock  options?  Com- 
panies are  handing  them  out  by  the 
hundreds  of  thousands — and  even  you, 
Phil,  and  your  rival  Sally  Jessy  Ra- 
phael are  on  the  gravy  train.  What 
about  it? 

It's  true.  Like  many  of  the  nation's  top 
chief  executives,  even  Phil  Donahue's 
,  ^_     compensation  in- 

cludes that  most 
luscious  executive 
perk:  the  stock  op- 
tion. Multimedia 
Inc.,  the  syndicator 
of  talk  shows,  has 
handed  Donahue 
more  than  1  million 
options— 150,000  in 
1991  alone— that 
show  a  paper  gain 
of  $20.5  million. 

It's  enough  to 
warrant  one  of 
those  wild,  audi- 
ence-participation 
free-for-alls  for 
which  Donahue  has 

 ^    become  famous. 

Phil  certainly  wouldn't  have  a  shortage 
of  executive  guests  to  book  for  such  a 
show:  This  year,  amid  a  storm  of  contro- 
versy over  pay  for  the  top  brass,  many 
of  the  nation's  largest  corporations  are 
ladling  out  record  stock  options  to  their 
chief  executive  officers. 
HUGE  GRANTS.  Some  of 
them  are  mind-boggling. 
Atop  the  heap  so  far  is 
Leon  C.  Hirsch,  chairman 
of  U.  S.  Surgical  Corp., 
who  was  handed  options 
on  2.75  million  shares  in 
1991 — a  tidy  package  al- 
ready worth  nearly  $120 
million.  AT&T,  Equimark, 
Merrill  Lynch,  Para- 
mount, Philip  Morris,  and 
Westinghouse  have  joined 
the  rush,  each  dishing  out 
300,000  shares  or  more  to 
their  chieftains. 

Stock  options  are  noth- 
ing new.  Since  the  1950s, 


Option  grants 
2,750,000 
Current  value  * 
$1 18.6  million 


Li 


companies  have  been  giving  their  senior 
managers  options  to  buy  stock  at  a  set 
price.  Executives  can  exercise  those  op- 
tions up  to  10  years  later,  when  the 
stock  may  be  trading  well  above  the  op- 
tion level.  They  were  designed  to  provide 
managers  with  a  strong  in- 
centive to  perform  well  over 
the  long  haul.  With  few  ex- 
ceptions, however,  the 
grants  were  small. 

What's  different  today  is 
the  size  and  use  of  these  re- 
wards. Instead  of  handing 
retiring  Chairman  Hamish 
Maxwell  a  gold  lighter,  for 
example,  Philip  Morris  Cos. 
last  year  handed  him  options 
on  500,000  shares — a  good- 
bye gift  already  worth  $10.4 
million.  "Even  Tiffany's  best 
doesn't  cost  a  fraction  of 
what  Maxwell  is  likely  to 
get,"  says  pay  critic  Graef 
S.  Crystal. 

Maxwell  is  not  alone. 
Merrill  Lynch  &  Co.  last  year  tossed  a 
300,000-share  option  grant  to  Chairman 
William  A.  Schreyer,  even  though  he  re- 
tires next  year.  Schreyer's  prize  shows  a 
paper  gain  of  $10.1  million,  largely  be- 
cause of  a  rally  in  brokerage  firm 
shares.  "As  the  CEO,  he's  making  strate- 
gic decisions  that  have  long-term  impli- 
cations," explains  Herbert  M.  Allison  Jr., 
Merrill's  chief  financial  officer.  "It's 
fully  appropriate  to  give  him  a  long-term 
grant  of  options." 

Some  shareholder  advocates  consider 
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Option  grants 

700,000 
Current  value 
$2.2  million 
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WILLIAM 
SCHREYER 

MERRILL  LYNCH 


Option  grants 

500,000  

Current  value* 
$10.4  million 


Option  grants 

 300,000 

Current  value* 
$10.1  million 


huge  option  grants  "outrageous"  b 
cause  they  can  unleash  millions  in  r 
wards  even  if  the  stock  merely  match( 
the  return  of  a  risk-free  Treasury  bi; 
"With  these  big  grants,  chances  are  ' 
CEO  can  put  his  feet  on  the  handlebaii 
and  coast  his  way  to  extraordinar 
wealth,"  complains  United  Shareholder 
Assn.  President  Ray  V.  Whitworth.  , 
What's  behind  the  sudden  largesi. 
Several  pay  consultants  believe  it's 
hangover  from  the  leveraged-buyoi| 
craze  of  the  1980s.  In  most  LBOs,  107o 
157f  of  a  company's  outstanding  stO( 
options  were  set  aside  for  the  managj 
ment  team.  That  compares  with  lei 
than  37f  in  most  public  o 
porations.  Peter  T.  Chingo 
a  consultant  with  KPMG  Pes 
Marwick,  says  some  of  tl 
larger  option  awards  may  I 
part  of  an  effort  to  mat( 
the  rewards  given  to  manai 
ers  involved  in  LBOs. 
DEFENSIVE.  In  many  case 
the  outsize  awards  are  g 
ing  to  chief  executivt 
whose  companies  have  pe 
formed  well — including  Ph 
ip  Morris  and  Merrill  Lync 
where  spokesmen  defer 
the  grants  by  citing  the 
company's  recent  perfo 
mance.  That's  also  true  ( 
U.  S.  Surgical,  the  Norwa 

 (Conn.)  medical  produc 

firm.  The  company's  market  value  hf 
jumped  to  $5.8  billion  last  year  frOj, 
only  $400  million  in  1988.  Hirsch  has  sa 
that  his  performance  justifies  his  2, 
million  option  grant — the  second  larges 
The  biggest,  4  million,  went  to  H 
Heinz  Co.'s  Anthony  F.  J.  O'Reil 
in  1990. 

Still,  Hirsch  went  on  the  defensiv 
even  writing  a  column  about  it  in  U. 
News  &  World  Report.  "If  I  don't  malf  flif 
the  grade,  I  don't  get  the  bonus,  and 
stock  options  don't  appreciate,"  wro 

  Hirsch,   who  would  nai 

discuss  the  issue  witil 
BUSINESS  WEEK.  What  l|sbi 
did  not  note  was  that 
the  previous  three  year 
he  had  received  optioi 
on  1.6  million  shares 
now  worth  $225  millio 
For   every   $1  rise 
Surgical's   stock  pric|i« 
Hirsch  stands  to  gain  $51 
million,  thanks  to  foi 
years  of  options. 

Sometimes,  executiv(|eii  ;] 
take  cuts  in  cash  pay,  on  jimip^j 
to  receive  sizable  optic 
grants  worth  far  in  excei 
of  a  single-year  salais 
cut.    At  Westinghouspljji 
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RODNEY 

WHEELABRATOR 


Option  grants 

800,000 
Current  value* 
$10.9  million 
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I  Corp.,  Chief  Executive  Paul  E. 
aw  iiis  pay  and  bonus  last  year 
$1.5  million.  But  the  company 
cided  to  grant  him  the  option  to 

0.  000  shares  at  $22.28  each.  Be- 
:he  company's  stock  now  trades 
$19,  the  option  is  worthless. 
)  can  move  Westinghouse's  stock 

1,  however,  he  stands  to  gain 


In  other  cases,  companies  are  upping 
the  ante  partly  to  keep  up  with  the 
Joneses.  American  Telephone  &  Tele- 
graph Chairman  Robert  E.  Allen  last 
year  was  granted  options  on  312,526 
shares,  up  from  only  44,898  a  year  earli- 
er. The  greatest  part  of  the  award  was  a 
one-time  grant  of  250,000  options  that  an 
AT&T  spokesman  says  was  made  in  part 
to  keep  Allen's  compensation  package 


competitive.  In  Allen's  case,  however, 
most  of  the  options  are  priced  at  a  pre- 
mium to  market. 

Many  consultants  agree  that  this  lat- 
est round  of  mammoth  grants  is  likely 
to  push  spiraling  executive  pay  even 
higher,  as  smaller  companies  follow  the 
lead  of  corporate  giants.  Just  the  stuff 
for  a  wild  debate  on  Donahue. 

By  John  A.  Byrne  in  New  York 


RKPLACEI 


BURNING  IN 
ATLANTA:  CWA 
WORKERS  SAY 
AT&T  IS 
LOCKING 
UNION 
MEMBERS 
OUT  OF  THE 
GROWING 
PARTS  OF  THE 
COMPANY 


lAT'S  THE  RIGHT  CHOICE 
\  AT&T? 


to  please  either  the  Communications  Workers  or  NCR 


rhen  American  Telephone  & 
Telegraph  Co.  sat  down  to  ne- 
gotiate a  new  labor  contract 
•.  30,  its  two  unions  weren't  in  a 
mood.  They've  grown  angry  as 
hrank  the  largely  unionized  work 
n  its  core  phone  business.  Mean- 
the  company  grew  rapidly  via 
nonunion  new  ventures  and  ac- 
ms,  such  as  its  Universal  credit 
nd  NCR  Corp.  Tensions  mounted 
T&T,  which  traditionally  has  coop- 
with  unions,  said  on  Mar.  4  that  it 
eliminate  a  third  of  its  18,000 
operators. 

IS  all  put  AT&T  Chairman  Robert 
n  in  the  hot  seat.  The  unions  are 
ining  strikes  or  customer  boycotts 
n  doesn't  rein  in  his  new  units, 
aren't  covered  by  the  pact  that 
i  May  30.  But  Allen's  manage- 
lan  is  built  on  independent  opera- 


tions setting  their  own  strategies.  The 
flash  point:  computer  maker  NCR,  which 
AT&T  bought  last  year  largely  for  its 
managerial  talent.  NCR,  which  recently 
defeated  two  organizing  drives  by  the 
Communications  Workers  of  America, 
AT&T's  largest  union,  says  it  will  contin- 
ue to  fight  such  moves. 

That's  why  Allen  may  be  forced  to 
choose  between  undermining  his  own 
strategy  or  increasing  labor  strife.  The 
CWA  delivered  a  warning  shot  on  the 


AT&T  vows  to  stay  neutral, 
but  NCR  management  has 

already  mounted  two 
successful  antiunion  drives 


first  day  of  bargain- 
ing, when  some  30 
members  were  ar- 
rested for  occupying 
NCR's  Dayton  head- 
quarters. That  same 
day,  the  CWA  held 
rallies  in  11  cities,  in- 
cluding outside  an 
AT&T  building  in  At- 
lanta. "We  told  Allen 
that  he  has  to  make 
up  his  mind  whether 
his  policy  toward 
unions  is  what  he 
says  it  is  or  what 
NCR  says  it  is,"  says 
CWA  President  Mor- 
ton Bahr.  "He  can't 
have  it  both  ways." 

The  unions'  ire 
stems  from  the  huge 
number  of  jobs  they 
have  lost  since  1984 
(chart,  page  38).  To 
compensate,  AT&T 
agreed  to  extensive 
layoff  protections 
and  to  one  of  the  best  job-transfer  sys- 
tems in  the  country.  'That  has  helped 
maintain  AT&T's  long  tradition  of  labor- 
management  cooperation  even  as  new 
subsidiaries  swelled  its  nonunion  payroll. 
NARROW  DEFEAT.  But  now  CWA  leaders 
believe  AT&T  is  deliberately  trying  to 
keep  them  out  of  the  growing  parts  of 
the  company.  The  job-transfer  system 
gives  laid-off  employees  a  shot  at  jobs 
that  open  in  AT&T's  core  businesses  but 
not  those  in  the  new  units.  So  the 
unions'  only  recourse  is  to  mount  orga- 
nizing drives.  AT&T  has  pledged  neutral- 
ity in  such  efforts  that  occur  in  its  core 
businesses.  But  Allen  has  allowed  man- 
agers of  the  new  units  to  pursue  aggres- 
sive antiunion  tactics. 

For  instance,  Paradyne  Corp.,  a 
modem  maker  AT&T  acquired  three  years 
ago,  actively  opposed  a  CWA  organizing 
attempt  last  year.  NCR  has  been  equally 
combative.  It  was  60%  organized  in  the 
1960s  but  has  cut  unions  to  about  5%'  of 
its  27,000  U.  S.  workers  today.  In  two 
recent  CWA  elections  in  Dayton  and  Indi- 
anapolis, NCR  hired  an  antiunion  law 
firm,  held  one-on-one  meetings  with  em- 
ployees, and  stressed  that  the  union  is 
an  unnecessary  third  party. 
The  result:  NCR  workers  narrowly  de- 
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Accurate  to  within 
minutes,  the  COMPAQ 
Power  Smart  Pack 
battery  gauge  clearly 
displays  remaining 
battery  life  at  the 
touch  of  a  button 


Make  it  smaller.  Make  it  ligiiter.  Make 
it  lighter.  Make  it  smaller 

These  must  be  the  mandates  em- 
blazoned upon  every  R&D  document 
handed  to  the  engineers  of  today's 
crop  of  notebook  computers. 

Admirable  goals  to  be  sure.  Goals 
that  the  engineers  at  Compaq,  how- 
ever, believe  fall 
v^ell  short  of  making 
the  most  of  portable 
computing. 

Which  explains 
why  the  latest  386SL 
notebook  technology 
from  the  labs  in 
Houston  —  the  new 
COMPAQ  LTE  Lite/25 
and  LTE  Lite/20  PCs  —  are  not  only 
the  lightest  (a  scant  6  lbs.)  and  the 
smallest  (only  8.5"xll"x  1.75" 
notebook  PCs  that  we' 
ever  built.  They're 
also  the  smartest. 

The  COMPAQ  Hibernation 
feature  saves  all  open  files 
to  the  hard  drive  and 
turns  the  unit  off  either 
upon  request  or  as  an 
automatic  feature  Power 
up  the  COMPAQ  LTE 
Lite  later  and  you're 
back  exactly  where 
you  left  off 

THE  BRAINS 

BEHIND  THE  OPERATION. 

When  it  came  time  to  design  a 
new  notebook,  we  started  (logically 
enough)  with  the  battery. 

The  new  COMPAQ  Power  Smart 
Pack  battery  in  our  new  notebooks 
delivers  up  to  4.5  hours  of  computing, 
a  full  hour  longer  than  most. 

'COMPAQ  UE  Ule/25  only  ©  1992  Compaq  Compuler  Corporation  Allnghls 
trade  names  shown  are  those  of  the  respeclivp  companies  The  Intel  Inside  U 


A  microprocessor 
inside  the  battery  itself 
monitors  current  usage 
levels  and  continually 
calculates  the  available 
power  remaining. 

It  can  even  instruct 
the  notebook  to  save  all 
open  files  to  the  hard 
drive  should  the  battery 
power  run  too  low. 

And  the  energy-  / 
saving  features  in 


ft 
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Internal  Modem  is 
compatible  with  th 
broad  base  of  todff 
communications 
protocols. 

Just  slip  the  COMPAQ  HE 
into  the  COMPAQ  Desktop  Exi  M 
sion  Base  and  you  're  instant!) 
nected.  Expansion  slots,  exter 
ports,  and  mass  storage  bays 
you  immediate  access  to  man 
networks,  hard  drives,  tape 
CD-ROM  and  more  And  all  th 
built-in  security  featun 
sureasa 
borfoi 
notel 


our  newest  notebooks  go  far  beyond 
the  presence  of  an  Intel  386SL  chip. 

To  make  the  most  of  the  smarter 
battery,  the  new  COMPAQ  LTE  Lite 
also  comes  with  user-adjustable 
power-drain  settings,  and  three  dif- 


se 


'oyto( 


ferent  sleep  modes  —  System  Idle, 
System  Standby,  and  Hibernation. 

A  MOST  MODERN  MODEM. 

Our  optional  9600-bps  modem  for 
the  COMPAQ  LTE  Lite  PCs  would  make 
even  Alexander  Graham  B.  proud. 

The  COMPAQ  Enhanced  9600-bps 


In  modem  talk,  that  means  tr  ^ 
V32  9600-bps  data  transmission 
V42bis  compression  for  up  to  38 
kbps  throughput,  as  well  as  full  ^ 
port  for  Hayes  AutoSync. 
This  little  marvel  negotiates 
fastest  transmission  througl 
put  that  the  other  end 
the  line  can  muster, 
whether  it's  send 
or  receiving 

It  even  dropf  * 
a  low  power-dn 
standby  state  af ' 
monitors  incom 
signals  if  you're 
waiting  for  a  call 
come  in. 
Or  for  that  ma 
another  modem  to  catcl 
NOT  ONLY  SMART,  BUT  BRIGj 


The  new,  efficient  COMPAQ  ^ 
Maxlight  VGA  display  makes  forft 
much  brighter  screen  than  our 
vious  notebooks,  and  does  it  wi  * 
out  sacrificing  battery  life. 
Sharper  graphics  and  text  in 


reserved  COMPAQ.  LTE  Registered  U  S  Patent  and  jyademark  Office.  Maxligfit  and  Power  Smart  are  trademarks  of  Compaq  Computer  Corporation  7>adetr\ 
igo  IS  a  trademark  of  Intel  Corporation 


D  WITH  Smaller 

LD  LIKE  Tt)  SUGGEST 

m  Smarter. 


ides  of  gray  complement  an 
:d  video  subsystem  that's  so 
rtually  eliminates  "subma- 
better  known  as  "where  did 
)$**#  cursor  go?" 
NOTEBOOK  THAT'S 
;S  IN  THE  WRONG  HANDS, 
mpaq,  we  realize  that  data 
is  every  bit  as  important  as 
e  security 
)  hardware  level, 
:k locks  the  hard 
eventing  access 
iven  if  the  drive 
ed. 

touch  QuickLock 
:kBlank  functions 


mrted  "T"  cursor  controls 
niliar  position  so  you  don 't 
xh  your  fingers  new  tricks. 

J  to  quickly  (sur- 
isable  the  keyboard 
the  screen, 
if  course,  our  new 
ks  come  with  a 
slot  for  an  optional 
:k. 

all  of  the  above, 
0-MB  hard  drive: 
)ansion  to  10  MB, 
emory,  simulta- 
isplay,  and  an 
'  battery  to  say  / 
e  the  best  / 
ks  we've 
de  would  be 
ng  of  an 

itement.   


To  back  them  with  a  one-year 
worldwide  warranty  and  our  toll- 
free  Compaq  Customer  Support 
Center  hotline  would 
be  more  like  it. 

So  don't  choose 
between  a  small 
notebook  and  a  smart 
notebook.  Choose  both. 


Choose  the  new  COMPAQ  LTE  Lite. 

For  information  about  our  new 
notebooks  or  an  Authorized  COMPAQ 
Reseller  near  you,  call  Compaq  in 
the  U.S.  at  1-800-231-0900,  Ext.  100,  or 
in  Canada  at  1-800-263-5868,  Ext.  100. 

comPAa 
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Actual  weight:  6  lbs.  Actual  dimensions:  8.5".xll"xl.  75"  Actually  this  is  the  best  notebook  we 've  ever  built. 


feated  the  union  both  times.  NCR  work- 
ers who  led  the  drive  say  some  of  them 
were  intimidated  by  management's  tac- 
tics, and  the  union  has  filed  unfair  labor 
practice  charges  against  the  company. 
"Their  wish  is  for  us  to  respond  to  union 
drives  the  way  AT&T  has,"  says  William 
W.  HoUoway,  NCR's  vice-president  for 
personnel.  "But  we  don't  have  that  same 
historical  position  of  neutrality." 

Allen  and  Bahr  have  been  wrestling 
with  the  issue  since  last  fall,  when  they 
agreed  to  set  up  a  joint  committee  to 
hammer  out  rules 


ss 

AT  AT&T 


I  COMPOSITION  OF  Aim  WORK  FORCE 
AS  OF  ITS  JAN  1,1984,  BREAKUP 

UNION 

[NONUNION 

AISI'S  WORK  FORCE  TODAY 
lUNION 

Inonunion 


VTHOUUNOS  OF  WORKERS 

OATfcCOMMNKItBWtS 


.A.T&T  would  fol- 
low in  organizing 
drives.  The  com- 
mittee, which  in- 
cluded Charles  L. 
Brumfield,  vice- 
president  for  la- 
bor relations  for 
AT&T's  operations 
unit,  agreed  on  a 
two-page  policy 
statement  in  early 
March  that  would 
have  blocked  a 
number  of  NCR's  antiunion  tactics.  But 
the  talks  ended  when  Allen  told  Bahr 
that  the  discussions  excluded  NCR. 
KEEPING  NEUTRAL.  That  left  the  CWA  an- 
grier than  ever.  Union  leaders  say  that 
NCR  was  their  primary  concern  all  along, 
mostly  because  its  12,000  blue-collar  em- 
ployees dwarf  the  3,300  or  so  unorga- 
nized workers  at  AT&T's  other  three  new 
units.  So  when  Allen  removed  NCR  from 
the  table,  workers  refused  to  sign  the 
statement.  Even  AT&T  concedes  some 
confusion.  "The  CWA's  assumption  may 
have  been  that  the  draft  would  apply  to 
NCR,"  says  William  Ketchum,  AT&T's 
vice-president  for  labor  relations  and 
Brumfield's  boss. 

Because  the  committee's  effort  failed, 
neutrality  now  will  become  a  hot  topic  in 
the  negotiations.  For  the  unions,  more 
than  AT&T's  labor  relations  are  at  stake. 
The  CWA  last  year  won  a  similar  neutral- 
ity pledge  from  Nynex  Corp.  Next  Au- 
gust, the  union's  contracts  expire  at  the 
other  Baby  Bells,  some  of  which  also 
have  been  expanding  nonunion  opera- 
tions. If  the  CWA  lets  AT&T  off  the  hook, 
those  companies  may  refuse  to  follow 
Nynex's  lead. 

Allen  may  try  to  assuage  the  unions 
by  matching  the  relatively  generous  pay 
hikes  Nynex  granted  last  fall,  which  to- 
tal more  than  137^  over  three  years.  But 
that  could-  be  expensive.  If  it  doesn't 
work,  he'll  have  to  decide  whether  it's 
worse  to  anger  the  unions  or  NCR  man- 
agers. Allen  declined  to  be  interviewed 
for  this  story.  But  don't  bet  on  him  tilt- 
ing toward  the  unions. 

By  Aaron  Bernstein  in  New  York 


MEDIA  I 


TWO-WAY  TV  ISN'T  QUITE 
READY  FOR  PRIME  TIME 


Interest  is  high,  but  technical  and  programming  hurdles  remain 


mericans  may  be  angry  at  their 
politicians,  but  that  doesn't  mean 
^^^^  they're  voting.  Sometimes,  it 
seems,  the  citizenry  is  so  busy  watching 
television,  it  can't  find  the  time  to  trek 
to  the  polls.  To  deal  with  the  problem, 
some  futurists  are  floating  a  novel  idea: 
If  voters  won't  budge  from  their  sofas, 
why  not  bring  democracy  to  them 
through  their  TV  sets? 

Call  it  teledemocracy.  Such  schemes 
would  harness  cable  TV  and  telecom- 
munications technology  to  help  voters  in- 
teract with  public  officials  through  tele- 
vision (box).  Sound  fanciful?  Maybe.  But 
much  of  the  technology  exists.  Indeed, 
some  entrepreneurs  already  are  market- 
ing interactive  services. 

Take  Montreal.  There,  167,000  sub- 
scribers of  Canada's  No.  2  cable  opera- 
tor, Le  Groupe  Videotron,  can  use  a  re- 


mote control  to  select  four  differ* 
camera  angles  on  a  hockey  gar  "i'* 
Hewlett-Packard  Co.  recently  announi  ■ 
a  joint  venture  to  manufacture  up  to 
million  remote  controls  for  TV  Ansv  ' 
Inc.,  a  Reston  (Va.)  com-pany  that  is 
veloping  an  interactive  TV  system.  T  »  ™ 
system  lets  viewers  do  everything 
from  responding  to  polls  to  ordering  |  "-"is 
zas — by  pressing  buttons  on  a  vid 
game-like  controller.  The  control  dev 
then  transmits  signals  over  the  k 
waves.  And  this  month,  Tele-Commit 
cations,  the  nation's  No.  1  cable  ope 
tor,  and  AT&T  will  team  with  U.  S.  W 
to  test  equipment  that  allows  viewers  iftsi 
order  movies  with  a  remote  control. 

If  you've  ever  ordered  a  pay-per-vi  J 
movie  from  your  local  cable  compa:  if 
you've  already  sampled  a  rudiment? 
form  of  interactive  TV.  What  ma)  ?; 


ELECTRONIC  TOWN  MEETINGS: 
REACH  OUT  AND  VOTE  FOR  SOMETHINf 


F 


lew  people  have  ever  heard  of  an 
[electronic  town  meeting,  let  alone 
been  to  one.  That  doesn't  bother  Tex- 
as tycoon  H.  Ross  Perot,  who  has  made 
the  concept  a  key  point  in  his  potential  bid 
for  the  Presidency.  The  way  Perot  sees  it, 
elected  officials  should  appear  regularly 
on  TV  to  explain  issues  in  plain  English. 
After  listening  to  all  sides,  citizens  would 
register  their  opinions  by  telephone  or  re- 
mote-control devices. 
He  figures  that  would 
make  government  more 
accountable.  Congress, 
Perot  has  said,  would 
look  like  a  ballet  troupe, 
pirouetting  around  the 
stage  and  getting 
things  done. 

The  concept  might  be 
radical,  but  Perot  isn't 
the  first  to  endorse  it. 
"Thank  God  someone 
like  Perot  has  come 
along  and  legitimized 
the  idea,"  says  Theo- 
dore Becker,  an  Auburn 
University  political  sci- 
ence professor  who  has 
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ADVENTURES  IN 
TEIEDEMOCRACY 


PENNSYLVANIA 


Since  1976,  Reading  has  debat 
ed  issues  on  weekly  cable  tele- 
vision call-in  programs 


ALASKA 


Residents  have  gathered  regu- 
larly since  1977  in  86  locales  to 
talk  to  reps  via  speakerphones 


CALIFORNIA 


Since  1989,  Santa  Monica  has 
debated  issues,  using  comput- 
ers in  homes  and  libraries 

DATA:  BW 


conducted  experiments  in  what  irt  so| 
teledemocracy  for  15  years.  "Now  Bt  a 
sudden,  I  don't  seem  so  crazy."  Byi's 
'DEVASTATING.'  The  notion  of  a  a-^a, 
wide  network  for  participatory  dei  im 
goes  back  to  1955,  when  psyc 
Erich  Fromm  wrote  in  The  Sane 
of  "a  true  House  of  Commons.'i 
citizens  would  vote  on  issues  "v|;i;,:rft 
help  of  the  technical  devices  we 
day."  In  1982, 
Alvin  Toffler  wr 
such  a  system 
"strike  a  deva  r 
blow  at  the  s{ 
terest  groups  z 
bies  who  infe 
corridors  offji 
parliaments." 

Some  towns 
hold  electronic  n 
as  a  regular 
government.  R 
Pa.,  conducts 
city  council  ni 
and  monthly  isi 
rums  on  Berks  ' 
nity  Television  ( 
cable  station. 


lew  services  different  is 
ey  provide  flexibility  in 
viewers  watch — or  even 
lity  to  tinker  with  what's 
screen.  Hewlett-Packard 
lers  predict  this  will  win 
)nverts  among  media-sat- 
consumers. 

rs  are  more  guarded, 
it  something  that's  going 
)en  overnight,"  says  Ar- 
.  Tauder,  a  senior  vice- 
nt  at  McCann-Erickson 
dde  Inc.  For  one  thing, 
nteractive  services  de- 
i  huge  number  of  chan- 
!le-Communications  Inc.'s 
-on-demand  service  re- 
dozens  of  channels  to 
ich  of  its  movies  at  stag- 
imes. 

CK.  The  trouble  is,  cable 
5  are  already  clogged. 

has  had  trouble  getting 
perators  to  set  aside  just 
hannels  for  its  pay-per-view  tele- 

the  Barcelona  Olympic  Games, 
esult,  many  of  the  services  will 
)  wait  at  least  two  years  until 
!ompression  can  expand  the  num- 
cable  channels. 

active  entrepreneurs  are  also 
ing  to  make  the  systems  easy  to 


HOW  TO  TAIK  BACK  TO  YOUR  TV 


The  pros  and  cons  of  three  interactive  technologies 
TELEPHONE 

PROS:  Easy  to  use.  Convenient  for  ordering 
l^^^^Wf  f^o^i^s  and  other  services 
*'^i^P^  CONS:  Can't  modify  program  content  or  pic- 
ture while  it's  airing.  Limited  phone-line  capacity  makes 
it  hard  to  handle  mass  responses 

a AIRWAVES 
PROS:  Remote-control  devices  offer  more 
direct  interaction  than  phone  lines.  Also 
has  more  capacity  than  phones 
CONS:  Lock  of  cooperation  with  cable  operators  means 
viewers  still  can't  modify  program  content  of  picture 

^^^i  CABLE 

PROS:  Offers  the  most  direct  interaction, 
t^^mj^^  enabling  viewers  to  tinker  with  the  action 
'  J^^^^  on  the  screen  as  it  happens 
CONS:  Limits  on  channel  capacity  mean  most  of  these 
services  won't  be  up  and  running  for  a  few  years 


use.  Right  now,  viewers  can  respond  to 
their  TV  sets  in  three  ways:  through  a 
cable  wire,  over  the  airwaves,  or  by  us- 
ing the  telephone.  The  cable  wire  is  the 
most  flexible:  Viewers  can  actually  fid- 
dle with  the  TV  picture.  Ventures  using 
the  airwaves  or  telephones  allow  view- 
ers to  respond  to  what's  on  the  screen 


but  not  change  the  picture — at 
least  for  now.  That's  because 
the  programs  themselves  are 
still  beamed  to  the  home  via  ca- 
ble or  broadcast.  And  cable  com- 
panies, which  are  developing  ri- 
val services,  have  yet  to 
cooperate  by  letting  these  ser- 
vices transmit  the  signals  need- 
ed to  change  the  TV  picture. 

More  challenging  than  the 
technology  is  divining  what 
viewers  want:  Game  shows, 
sports,  and  movies  seem  promis- 
ing. ACTV  Inc.,  a  New  York  com- 
pany, plans  to  test  a  service  in 
which  viewers  play  games  for 
prizes.  But  other  potential  pro- 
grammers are  hanging  back  to 
see  if  the  market  takes  shape. 

Indeed,  skeptics  question 
whether  viewers  will  dismiss 
these  services  as  mere  novelty. 
"Interactive  TV  is  the  wave  of 
the  future — and  may  always 
be,"  says  Gary  H.  Arlen,  a  consultant  in 
Bethesda,  Md.,  who  follows  the  busi- 
ness. Entrepreneurs  will  have  to  settle 
on  a  technology  and  develop  more  pro- 
gramming. But  if  interactive  TV  has  a 
future  in  commerce,  it  might  even  teach 
us  a  thing  or  two  about  politics. 

By  Mark  Lewyn  in  Washington 


education  to  drugs  to  day 
watching,  residents  can  ques- 
fficials  over  the  telephone  or 
it  on  camera  from  a  BCTV  or 
d  video  studio.  Because  of 
programming,  "people  are 
sophisticated  about  what 
can  and  can't  do,"  says  Ann 
:tv's  executive  direc- 
ska,  state  representa- 
lassive  telephone  con- 
r  the  public  to  voice 
Dr  offer  ideas.  And  in 
;a,  Calif.,  residents  de- 
and  talk  to  town  lead- 
jrsonal  computers  sta- 
mes  and  libraries. 
Perot's  rivals  are  al- 
<;  an  offshoot  of  the 
campaigning.  On  Mar. 
rown  held  a  live,  40- 
istion-and-answer  ses- 
ie,  the  PC  information 
n  by  General  Electric 
180  computer  owners 
estions.  Now,  Compu- 
ying  to  organize  an  on-line 
^een  Brown  and  Bill  Clinton, 
out  1%  of  Americans  partici- 
letworks. 

the  ideal  system  for  the 
interactive  cable  TV,  which 
izens  watch  and  take  part  in 
g  from  their  living  rooms, 
ress  is  floating  a  new  health 


care  plan  or  deciding  whether  to  raise 
taxes,  the  proposals  could  be  aired  on  a 
"democracy  channel,"  where  viewers 
could  vote  via  remote  control.  In  the  ear- 
ly 1980s,  when  Warner  Amex  Satellite 
Entertainment  Co.  tested  such  a  system 
for  political  meetings  in  Columbus,  Ohio, 
it  found  that  10  times  more  citizens  par- 


ticipated than  attended  town  meetings. 

Until  such  systems  are  widespread, 
Perot  says,  his  Administration  would 
have  the  citizenry  register  opinions  over 
the  phone  though  800  numbers.  CBS 
News  actually  gave  that  idea  a  whirl  af- 
ter President  Bush's  January  State  of 
the  Union  address.  While  CBS  says  25 
million  calls  were  blocked  by  busy  sig- 


nals, some  315,000  people  got  through. 
Of  them,  70%  said  Bush  doesn't  under- 
stand the  middle  class.  Within  a  few  min- 
utes, the  poll  results  were  flashed  on  the 
TV  screen. 

Proponents  of  teledemocracy  see  it  as 
a  way  to  build  consensus,  find  common 
ground,  and  energize  the  electorate.  "As 
a  society,  we  have  some  tough 
choices  to  make,  and  we  need  the 
public  as  a  partner  to  make  it 
work,"  says  Duane  Elgin,  head  of 
a  group  called  Choosing  Our  Fu- 
ture that  conducts  such  meetings 
in  San  Francisco.  He  and  Becker, 
the  political  scientist,  have  formed 
the  Consortium  on  American  Elec- 
tronic Town  Meetings,  which  has 
provided  information  about  elec- 
tronic meetings  to  Perot's  staff. 
"We're  not  lacking  in  communica- 
tions technology,"  says  Elgin. 
"We're  lacking  the  social  will  to 
make  it  happen." 

But  the  very  thought  of  instant 
politics  and  direct  democracy 
raises  questions:  Would  votes  on  issues 
be  binding  or  just  advisory?  Who  would 
decide  what  issues  get  voted  on? 
Wouldn't  it  be  harder  than  ever  for  Con- 
gress to  stand  up  for  what's  right,  rather 
than  what's  popular?  And  what  if  these 
electronic  meetings  were  held  opposite 
Seinfeld? 

By  Evayi  I.  Schwartz  in  New  York 
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IT'S  NOT  JUST  FANS 

ON  THE  EDGE  OF  THEIR  SEATS 


Advertisers  and  CBS  are  reaping  a  bonanza  from  NCAA  basketball  fever 


arch  Madness  never  seemed 
quite  so  delirious  as  in  the  final 
overtime  moments  of  the  NCAA 
regional  final  between  Duke  and  Ken- 
tucky. Trailing  by  one  point  with  2.1  sec- 
onds on  the  clock,  Christian  Laettner  of 
Duke  caught  a  78-foot  inbounds  pass, 
faked  right,  turned  left,  and  lofted  a 
shot  at  the  buzzer.  Final  score:  Duke 
104,  Kentucky  103.  "It's  almost  as  if  the 
writer  for  The  Young  and  the  Restless 
wrote  the  script  for  the  game,"  says 
Paul  Schulnian,  a  prominent  media  buy- 
er and  confirmed  March  Madman. 

Schulman  should  thank  Laettner  for 
the  happy  ending:  He  and  other  media 
experts  say  Duke's  thrilling  victory  on 
Mar.  28  could  boost  TV  viewership  of  the 
final  three  games  of  the  National  Colle- 
giate Athletic  Assn.  tournament  by  more 
than  920,000  households.  That's  good 
news  for  Schulman's  clients,  Eveready 
Battery  Co.  and  ITT  Corp.,  which  have 
bought  commercial  time  during  the 
semifinal  games.  CBS  is  set  to  air  the 
semifinals  on  Apr.  4  and  the  NCAA 
Championship  game  on  Monday,  Apr.  6. 

Advertisers  aren't  the  only  folks 
cheering  on  the  Blue  Devils.  CBS  Inc. 
won  an  11.9  Nielsen  rating  for  the  game, 
or  10.9  million  TV  households.  That's  a 
217'  jump  over  the  equivalent  game  last 
year.  Overall,  the  network's  ncaa  rat- 
ings are  up  57<  over  1991.  CBS  predicts 
the  championship  will  attract  more  than 
19  million  TV  households.  More  impor- 
tant, CBS  already  has  sold  out  commer- 
cial time  in  the  Final  Four  games,  even 
though  it's  asking  for  more  than 
$450,000  per  30-second  spot  in  the  cham- 
pionship. "When  you  look  at  the 
strength  of  major  sporting  events,  this 
comes  between  the  Super  Bowl  and  the 
[baseball]  All-Star  game,"  says  Neil  H. 
Pilson,  president  of  CBS  Sports. 
JUGGERNAUT.  College  basketball  has 
gathered  steam  since  1984,  when  the 
NCAA  expanded  the  tournament  field  to 
64  teams  from  all  regions  of  the  country. 
But  it  really  became  a  juggernaut  after 
a  string  of  heart-stopping  champion- 
ships: Villanova's  1985  upset  of  George- 
town, Indiana's  last-second  victory  over 
Syracuse  in  1987,  and  Michigan's  1989 
squeaker  over  Seton  Hall.  "We  just  kept 
having  one  great  game  after  another 
through  the  1980s,"  says  Dave  Gavitt, 
Boston  Celtics  chief  executive  officer 


and  former  chairman  of  the  NCAA's  tour- 
nament committee. 

Marketers  are  willing  to  pay  princely 
sums  to  be  part  of  such  excitement: 
Measured  by  its  cost  per  thousand  view- 
ers, commercial  time  on  the  NCAA  final  is 
as  expensive  as  on  the  Super  Bowl  tele- 
cast. Commercial  time  in  the  semifinal 
games  goes  for  about  $250,000  for  MO 
seconds,  which  is  why  CBS 
sold  out  those  games  well 
before  the  final.  But 
all  told,  the  network  is 
turning  a  profit  on  col- 
lege basketball,  even 
after  paying  the  NCAA 
$1  billion  in  1990  for 
rights  to  telecast  the 
men's  tournament  for 
seven  years. 

That's  no  small  con- 
solation for  CBS,  which 
lost  $400  million  in 
1991,  mostly  because 
of  the  sky-high  rights 
fees  it  paid  for  Major 
League  Baseball  and 
National  Football 
League  games.  Even 
better,  the  NCAA  suc- 
cess comes  on  the 
heels  of  better-than- 
expected  results  for 
the  Olympic  Winter 
Games.  While  it  strug- 
gled to  sell  all  its  com- 
mercial time,  CBS  says 
it  broke  even. 

Happily  for  CBS,  ad- 
vertisers have  come  to 
regard  the  NCAA  tour- 
nament as  a  three- 
week  marketing  op- 
portunity rivaled  only 
by  the  Olympics. 
Pepsi-Cola  Co.,  for  ex- 
ample, is  buying  15 
commercials  in  the  Fi- 
nal Four  games.  An- 
drew Giangola,  a 
Pepsi  spokesman,  says 
the  company  is  spend- 
ing three  times  as 
much  this  year  as  it 
did  in  1991.  The  money 
is  going  for  a  series  of 
spots  to  reinvigorate 
the  highly  successful 


At-the-buzzer  heroics 
such  as  Laettner's 

are  making 
viewership  jump 


Diet  Pepsi  campaign  that  features  R 
Charles  singing  "You've  Got  the  Rig 
One  Baby,  Uh-huh."  Pepsi  is  also  ere 
ing  a  16,000-square-foot  tent  outside  t 
Minneapolis  Metrodome,  site  of  the  Fi 
Four,  to  promote  Diet  Pepsi. 

Nike  Inc.  will  air  eight  commerei 
during  the  Final  Four  to  push  a  n 
corporate-image  campaign  using  t 
song  Instant  Karma  by  John  Lenn 
"We  think  the  tournament  is  as  imp 
tant  as  the  World  Series  and  NBA  Cha 
pionship,  if  not  more,"  says  Nike  Di 
sional  Ad  Manager  Rob  De  Flori 
Nike's  archrival,  Reebok  Internationl 
is  spending  $5  million  to  buy  10  spots  [ 
the  Final  Four — a  407f  increase  over  la 
year.  And  the  company  will  give  awJ 
14,000  free  hats  at  Hoop  City,  a  giaj 
tent    to    be    erected    outside  t| 
Metrodome  by  Coca-Cola  Co. 

Reebok,  Nike,  a 
Pepsi  all  value  t 
tournament  for 
upscale,  mostly  c 
lege-educated  au 
ence.  It  also  falls  a 
propitious  time  on 
marketing  calendar! 
midway  between  t| 
Super  Bowl  and  tj 
NBA  Championshi 
Plus,  advertisers  lil 
the  quality  and  unpi 
dictability  of  the  toil 
ney's  matchups,  whij 
sets  it  apart  from  tj 
blowout-prone  Sup| 
Bowl.  Pepsi  put  all 
its  Super  Bowl  spd 
this  year  in  the  fin 
three  commerci 
breaks  because 
feared    a  lopsidJ 
score  would  proml 
viewers  to  tune  oJ 
"With  the  NCAA,  A 
feel   confident  thl 
fans  are  going  to  | 
glued  to  their  sea 
until  the  final  sq 
onds,"  says  Giangolj 
This  year  should 
no    exception.  T1 
finals  matchups  arej 
dream:  Polished  Du| 
meets  the  theatric 
Indiana   under  coa 
Bobby  Knight,  wh| 
the  Cincinnati's 
start  Bearcats  take 
Michigan's  freshmj 
Fab  Five.  No  won<r 
March  Madness  hi 
CBS  and  its  sponsol 
howling  at  the  mooij 

By  Mark  Landler 
New  York 
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Designed  for  the 
greatest  hands 
m  the  world: 

Especially  yours. 


back    home    and    finding  ap, 

eight-lane  HIGHWAY  when 

'ii 

I 

Main  Street  used  to  h 


In  short,  re-entry  could  not  he  more 
lex. 

More  than  ever,  returning  issuers  face 
•tainty  in  the  marketplace.  Today's 
ors  are  increasingly  sophisticated  and 
iedgeable.  Their  decision  to  invest  — or 
can  make  or  break  an  offering. 

To  be  successful,  issuers  must  be  able 
ess  every  market  and  every  investor  — 
itional  and  individual  —  the  world  over, 
ccess  detailed,  comprehensive  informa- 
long  the  way. 

THE  MARIvET  IS  COMPLEX. 
rURNING  DOESNT  RWT  TO  BE. 

Lehman  Brothers  works  with  clients 
lOve  much  of  the  uncertainty  associated 
m  offering. 

During  the  first  quarter  of  1992, 
nan  Brothers  lead-managed  over 
lillion  in  new  equity.  Helping  domestic 
iternational  clients  in  categories  as  di- 
is  pharmaceuticals,  high  technology,  bank- 


ing and  retailing  successfully  return  to  market. 
WHY 

LEHMAN  BROTHERS? 

Lehman  Brothers  is  a  leader  in  raising 
equity  capital  for  its  clients.  Upward  of  $50 
billion  over  the  past  5  years,  according  to 
Securities  Data  Corporation. 

What  is  far  more  important  than  the 
dollar  figure,  however,  is  the  depth  of  experi- 
ence represented  by  that  figure.  For  it  is  com- 
posed of  every  type  of  offering  from  every 
imaginable  industry  sector. 

And  while  no  one  can  predict  what  the 
market  will  do  tomorrow,  Lehman  Brothers 
has  displayed  an  unusual  ability  to  foresee 
opportunity  and  to  move  an  offering  along  in 
a  very  timely  fashion. 

Precisely  the  sort  of  vision  and  timing 
that's  necessary  when  venturing  across  eight- 
lane  highways. 

If  you  are  considering  a  move  into  the 
equities  market,  we'd  like  to  be  involved. 


Lehman  Brothers 


©       Sliearsun  Lehman  linithcrs  Inc.  Lehman  Briiihers  is  a  di\  iMun  nl  Shcarson  Lehman  Bnjthers  Inc. 
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THEY'RE  BA-ACK 

If  you  thought  the  '90s  had  killed 
off  the  species  Yuppie  american- 
us,  you  thought  wrong.  Yupsters 
ore  stirring  again,  judging  fronn  a 
connparison  of  Commerce  Dept. 
statistics  from  February,  1992, 
and  July,  1990,  the  first  month 
of  the  recession.  So  order  up  a 
frozen  morgorita  and  check  out 
the  BW  Yuppie  Index: 

Soles  in    Change  from 


Product  1 
category  | 

1  Percent  | 

RESTAURANT 
MEALS 

S200.66 

6.16% 

CONSUMER 
ELEQRONICS 

51.95 

6.08 

FOREIGN 
TRAVEL 

43.72 

15.54 

JEWELRY 

30.17 

-4.68 

BOATS 

8.94 

15.89 

■ANNUALIZED 

DATA  COMMERCE  DEPT 

TWO  HEADS  BETTER 
THAN  OHE  FOR  SEARS? 


►  If  some  .sharefiolder.s  have 
their  way,  Sears  Chairman 
and  CKO  Edward  Brennan 
could  be  forced  to  share  pow- 
er. The  latest  Sears  proxy 
contains  a  resolution  requir- 
ing the  company  to  split  the 
jobs  of  chairman  and  chief  ex- 
ecutive and  install  an  outside 
director  as  chairman. 

Sears  may  be  the  first  ma- 
jor U.  S.  company  to  face  such 
a  resolution,  which  is  spon- 
sored by  the  New  York  City 
Employees'  Retirement  Sys- 
tem. Other  proposals  include 
one  to  hire  an  outside  invest- 
ment bank  to  consider  break- 
ing up  the  company,  whose  fi- 
nancial-services units  have 
outperformed  its  retail  busi- 
ness. Sears  management  op- 
poses both  resolutions. 


AMERICAN  STEEL 

IS  ON  ITS  OWN  

►  A  steel  trade  war  may  be 
brewing.  On  Apr.  1,  President 
Bush  allowed  the  so-called 
Voluntary  Restraint  Agree- 
ments governing  steel  to  ex- 


pire, leaving  U.  S.  producers 
without  protective  quotas  for 
the  first  time  since  1984. 
Meanwhile,  talks  on  a  new 
global  steel  trading  agree- 
ment fell  apart  over  the 
sticky  issues  of  subsidies  and 
antidumping  provisions. 

A  divided  U.  S.  steel  indus- 
try never  mounted  a  strong 
lobbying  campaign  to  extend 
the  quotas.  Now  that  they 
have  expired,  most  major  pro- 
ducers plan  to  use  existing 
U.  S.  antidumping  laws  to  halt 
unfairly  priced  imports.  Ex- 
pect a  barrage  of  dumping 
cases  this  spring — and  possi- 
ble retaliation  by  South  Korea 
and  other  steel-producing 
countries. 


LTV  AEROSPACE  ENTICES 
MORE  SUITORS 


►  A  bout  of  international  bid- 
ding has  broken  out  over  the 
aerospace  and  missile  divi- 
sions of  LTV.  On  Apr.  1,  as 
expected,  Thomson  C'SF,  the 
defense  and  electronics  giant 
that's  60'7t-owned  by  the 
French  government,  bid  $280 
million  for  the  missile  unit, 
while  the  Carlyle  Group,  a 
Washington  investment  bank, 
offered  $120  million  for  the 
aircraft  parts  business.  LTV 
had  agreed  in  February  to  sell 
both  divisions  for  $355  million 
to  a  new  company  jointly 
owned  by  Martin  Marietta 
and  Lockheed. 

Martin  and  Lockheed  are 
not  likely  to  bump  their  bid. 


STAR  DRECK:  THE  COLLECTIBLE  GENERATION 


As  objets  d'art  go,  it's  a  doozy:  a 
seven-foot  hollow  sphere  weigh- 
ing 5,060  pounds.  It's  in  good 
shape,  having  orbited  the  earth 
for  only  two  weeks  in  1990.  And 
if  this  Soviet  satellite  won't  fit 
on  your  coffee  table,  you  could 
use  it  as  a  bed.  "It'd  be  like 
sleeping  in  your  mother's 
womb,"  says  Paris  auctioneer 
Herve  Poulain.  He'll  put  it  on 
the  block  on  Apr.  23,  in  the 
world's  first  public  sale  of  a  space  vehicle.  |i 
The  satellite's  builder,  Russia's  KB  Photon  space  company,s:  i 
selling  it  to  scare  up  hard  currency  and  to  publicize  its  plannj 
entry  into  the  business  of  launching  Western  satellites.  Poukji 
expects  bids  from  museums,  American  collectors,  maybe  evi' 
decorators  with  wealthy  clients.  With  its  burns  and  pockmar? 
from  reentry,  the  satellite  "is  very  pretty  as  sculpture,"  i 
says.  The  price?  Bidding  will  start  at  $90,000.  Poulain  hop 
the  sky's  the  limit. 


Instead,  they  are  relying  on 
political  opposition  to  a  for- 
eign sale  and  LTV's  own  stat- 
ed preference  to  force  Thom- 
son and  Carlyle  out  of  the 
race. 


CAT  TO  STRIKERS: 
'SHOW  UP  OR  ELSE' 


►  The  five-month-long  strike 
by  16,500  Caterpillar  workers 
represented  by  the  United 
Auto  Workers  has  taken  a 
nasty  turn.  Caterpillar  on 
Apr.  1  announced  that  strik- 
ing employees  must  return  to 
work  on  Apr.  6  or  risk  losing 
their  jobs  to  permanent  re- 
placements. The  construction- 


equipment  giant  told  U/' 
members  that  the  compari 
was  imposing  the  terms  of  }  i 
final  contract  proposal  ma?  j 
in  February.  That  offer  failli; 
to  meet  UAW  demands  ai;,| 
was  rejected. 

The  hardball  tactic  is  a  b'- 1 
the-farm  move  for  Caterpillr  i 
CEO  Donald  Fites.  The  compt  I 
ny  believes  that  many  woi- 1 
ers  are  strike-weary  and  v,li 
gladly  return.  But  the  U/; »! 
may  have  shored  up  union  i  i 
solve  recently  by  handir 
workers  $2,000  apiece  to  su-j 
plement  their  $100-a-we(|l 
strike  pay.  I  i 


A  GLUM  OSCAR  NIGHT 
FOR  GE 


►  Activists  engaged  in  a  bo 
cott  of  General  Electric  ha 
found  a  new  way  of  gettii 
attention:  They  won  an  Osc; 
On  Mar.  30,  the  film.  Dead 
Di'ccptioti:  General  Elcctrt^ 
Nuclear  Weapons,  and  Ot. 
Environment,  won  the  Osc; 
for  best  documentary,  shoi 
subject.  It  was  produced  1 
Infact,  a  Boston-based  groi 
whose  mission  is  to  force  ( 
out  of  the  nuclear  weapoi 
business.  In  her  acceptam* 
speech,  filmmaker  Debi, 
Chasnoff  urged  the  eventj 
1.5  billion  viewers  to  "boyco 
GE." 
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Now  that  WordPerfect  users 
)refer  Mcrosoft  Word  for  Wndows, 
we're  spreading  the  Word 


The  1992  Coast-to-CoastWoid  ChaUenge. 


rSL  TEST  RESULTS,  DECEMBER  1991 


We're  calling  it  "The  Word  Challenge." 
It  started  last  December  when,  in  a  test 
iducted  by  the  National  Software  Testing 

Labs,  nearly 
eight  out  of  10 
WordPerfect"  for 
DOS  users  pre- 
ferred Word  for 
Windows  "over 


^ferred  to  use 
sier  to  learn 
sier  to  use 
uld  purchase 


Word 
for  Windows 

79% 
71% 
83% 
79% 


WordBsrfect 
for  Windows 

21% 
21% 
13% 
21% 


>rdPerfect  for  Windows  to  accomplish  every- 
^  word  processing  tasks. 

Which  didn't  surprise  us.  After  all,we 
signed  Word  around  features  users  use  most, 
[d  now,  we're  taking  the  NSTL  test  on  the 
id  to  ten  cities  to  prove  to  WordPerfect 
irs  all  over  the  country  just  how  well  Word 
Windows  performs  everyday  tasks. 
5rywhere  from  Washington,  DC. ,  New  York 


and  Minneapolis,  to  Houston,  Salt  Lake  City 
and  Los  Angeles. 

Meanwhile,  you  can  see  for  yourself  why 
WordPerfect  users  preferred  Word  for  Windows, 
and  take  advantage  of  our 
special  $129  offer,"  by  calling 
(800)  323-3577,  Dept.  Z53. 
We'll  also  send  you  the  files 
you  need  to  test  Word  on 
your  own.  If  you're  not  com- 
pletely satisfied  with  Word, 
we'll  gladly  refund  your  pur- 
chase in  full"  We  do,  after  all, want  to  make  buy- 
ing Word  for  Windows  as  easy  as  using  Word 
for  Windows. 

Microsoft 


ood  for  current  licensees  of  WordPerfect.  MulHMaU-T  WmiStar."  MS*  Word  for  MS-DOS*  and  Lhsplayy^hte^  PUase  allow  2-4  weeks  for  delivery  upon  receipt  of  order  tn  Mtcmuift  Offer  exptns  6/30/92  Limii  one  per  customer  Reseller  prices  may  vary 
system  requirements  "If  you're  not  satisfied  with  Word  for  any  reason,  rtlum  the  product  to  Microsoft  unthtn  90davs  with  proof  of  purchase  for  a  full  refund.  Offer  f^ood  onJv  in  the  50  United  States  To  receive  orUy  the  NSTL  te^t  results  In  the  United 
'Mil  (800}  323-35^7.  Dept.Z53  For  mformatum  tmhi  In  Canada,  call  (800)  563-9048:  outstde  the  U  S  and  Canada,  call  (206)  936-8661.  ©  B92  Microsoft  Corporation  All  rights  reserved.  Printed  in  the  USA.  Microsoft  is  a  registered  trademark  and 
vsisa  trademark  of  Microsoft  Corporatum  WordPerfect  is  a  registered  trademark  of  WordPerfect  Corp. 


If  it  doesn't  fit,  why  own  it? 


A  suit  of  clothes  that  doesn't  fit  is  of  little  use. 

That  metaphor  fits  W.R.Grace  &  Co.  perfectly  because 
some  of  our  businesses  don't  fit  us  any  more. 

As  you  may  remember,  part  of  our  new  strategic  plan  is 
to  concentrate  on  Grace's  core  businesses:  Specialty 
Chemicals  and  Health  Care. (A  darn  good  idea  since  they 
recently  made  up  82%  of  our  operating  income,  and  only 
56'%.  of  our  sales.) 

The  companies  that  don't  fit  into  our  new  plan  are 
being  divested.  (They  represent  43%  of  our  sales,  but  only 
1  8%  of  our  operating  income.) 


Initially,  money  from  these  divestitures  is  being  used  to 
pay  down  debt.  After  that,  it'll  be  used  to  grow  our  core 
businesses  where  we  hove  leadership  positions  worldwide. 

hlow?  By  building  on  our  proprietary  technologies, 
improving  our  product  quality,  and  enhancing  our  customer 
services. 

All  of  this  has  one  goal:  to  enhance  Grace's  value  to 
its  employees  and  shareholders. 
And,  that  suits  us  to  a  tee. 

We  re  Grace.  And  proud  of  it. 


GRACE 


THE  WORID'S  lARGEST  SPECIALTY  CHEMICAt  COMPANY  WITH  lEADING  POSITIONS  IN  HEAITH  CARE  AND  OTHER  MAJOR  NICHE  BUSINESSES  fOR  THE  WHOLE  STORY  CONTACT: 
INVESTOR  /  SHAREHOLDER  RELATIONS,  W  R  GRACE  4  CO  ,  ONE  TOWN  CENTER  ROAD.  BOCA  RATON,  f  LORDIA  33486,  TELEPHONE  800  472-2347  ©  1 992  W  R,  GRACE  &  CO. 
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^CK  HOME,  FAMILIARITY  WITH  BROWN 
RY  BREED  CONTEMPT 


Ie  was  the  youngest  person  ever  elected  governor  of  his 
state.  Bright  and  ambitious,  he  proposed  radical  re- 
forms. But  his  administration  was  marked  by  policy 
)ps,  arrogance,  and  mismanagement.  One  top  aide  went 
after  being  convicted  of  money  laundering, 
ansas  Governor  Bill  Clinton?  No,  that's  California's  Jer- 
)wn,  the  anti-Establishment  crusader  who  has  been  hurl- 
ones  at  Clinton  for  many  of  the  same  sins.  Brown's 
ts  have  ensured  that  even  if  Clinton  wins  the  Apr.  7 
York  primary,  the  Arkansan  will 
the  state  bleeding  from  a  thousand 
lis  chances  of  beating  George  Bush 
diminished. 

wn  hopes  to  damage  Clinton 
h  to  deny  him  the  nomination,  de- 
g  the  coup  de  grace  in  California's 
I  primary.  But  New  York  controls 
I's  future  as  a  spoiler.  If  Clinton 
lecisively,  he  may  have  the  nomina- 
)cked  up  before  California.  But  if 
1  ties  or  beats  Clinton  in  the  Empire 

he'll  be  a  factor  to  the  end.  Ironi- 
though,  Brown's  newfound  success 
do  him  in:  The  more  seriously  he's 

the  more  he'll  come  in  for  the 
e  that  Clinton  has  suffered  in  the 
1-littered  streets  of  New  York, 
•ry  sounds  very  convincing — if  you 
know  him,"  says  Bud  Lembke,  editor  of  Political  Pulse, 
pected  California  newsletter.  Trouble  is,  Californians 
Jerry  Brown  excruciatingly  well.  As  chief  executive  for 
m\di  and  woolly  years,  from  1975  to  1983,  he  got  both  the 
>t  and  lowest  approval  ratings  of  any  modern  governor, 
the  plus  side.  Brown  was  out  in  front  on  opening  top 
iment  jobs  to  women,  minorities,  and  the  disabled.  His 
1  revolution"  set  the  national  pace  for  fuel  efficiency, 
mission  controls,  and  environmental  cleanup. 

Brown  made  some  colossal  mistakes.  Take  his  appoint- 


BROWN:  SERIOUS  SCRUTINY  IS  IN  STORE 


ments.  Brown  named  his  onetime  driver  and  Agriculture  Sec- 
retary, Rose  E.  Bird,  as  chief  justice  of  the  state  Supreme 
Court.  The  liberal  Bird  infuriated  Californians  by  blocking 
every  execution  she  could.  Voters  booted  her  out  in  1986,  the 
first  time  a  California  high  court  justice  lost  reelection.  And 
while  Brown  has  made  much  of  Clinton's  dealings  with  an 
Arkansas  businessman  who  was  convicted  on  drug  charges,  he 
never  mentions  Richard  T.  Silberman,  his  onetime  chief  of 
staff.  The  founder  of  the  Jack-in-the-Box  fast-food  chain  is 
serving  a  four-year  term  for  a  1989 
money-laundering  conviction. 
DOPE-SMOKING  HIPPIES.  Then  there's 
Brownian  economics.  As  governor,  he  ran 
up  such  huge  budget  surpluses  that  he 
ultimately  sparked  a  tax  revolt.  Then  he 
embraced  tax-cutting  with  a  vengeance, 
leaving  the  state  with  a  $1.5  billion  defi- 
cit. Now,  Brown  rails  against  Clinton  for 
raising  gasoline  taxes  in  Arkansas,  never 
noting  that  he  did  the  same  in  California. 

Californians  may  detect  some  other  in- 
consistencies. The  governor  who  once 
called  for  a  North  American  common 
market  now  savages  the  idea  as  a 
scheme  to  "export  high-paying  U.  S. 
jobs."  Brown  belittles  Clinton's  call  for  a 
national  youth  service,  citing  his  own  Cal- 
ifornia Conservation  Corps  as  the  model 
for  such  proposals.  But  while  the  CCC  is  well  regarded  today, 
former  Brown  Chief  of  Staff  B.  T.  Collins,  now  a  Republican 
assemblyman,  describes  it  then  as  a  mess  "populated  by  hip- 
pies who  wanted  to  smoke  dope  and  stare  at  the  moon." 

Back  East,  where  Brown,  in  the  words  of  California  pollster 
Mervin  J.  Field,  "has  stretched  the  definition  of  political  cha- 
meleon to  its  very  limits,"  these  pesky  details  have  been 
overlooked.  But  once  Brown  heads  home,  he's  due  for  a  ren- 
dezvous with  reality.  It's  called  his  record. 

By  Douglas  Harbrecht  and  Richard  S.  Dunham  in  Washington 


AL  WRAPUPI 


ES 


artisan  gridlock  leaves  little  room 
for  serious  tax  legislation  this  elec- 
year.  But  the  Treasury  Dept.'s  tax 
is  looking  for  ways  to  tackle  a 
ful  of  thorny  but  important  is- 
,  Among  the  items  high  on  the 
da  of  Fred  T.  Goldberg  Jr.,  the 
essive  former  head  of  the  Internal 
!nue  Service  recently  named  Assis- 
Secretary  for  tax  policy:  reviews 
e  alternative  minimum  tax,  the  tax 
,ment  of  bankruptcies  and  corpo- 
restructurings,  and  tax  rules  for 
financial  products  such  as  swaps, 
sury  is  also  working  to  implement 
"taxpayer  bill  of  rights"  enacted 


by  Congress  to  curb  IRS  abuses.  Gold- 
berg will  probably  have  to  wait  until 
next  year  for  legislative  solutions  to 
most  of  these  problems.  For  now,  the 
tax  chief  will  be  happy  just  to  get  the 
debate  under  way. 

REGULATION  

Count  food  processors  as  yet  anoth- 
er big  U.  S.  industry  learning  that 
there  are  worse  things  than  federal 
regulation.  State  regulations  that  force 
corporations  to  comply  with  50  sets  of 
different  and  sometimes  conflicting 
rules,  for  instance.  Currently,  there  are 
no  federal  rules  covering  the  environ- 
mental aspects  of  food  packaging, 
which  is  a  major  source  of  solid  waste. 


So  states  are  stepping  into  the  breach, 
with  Massachusetts  and  Florida, 
among  others,  considering  require- 
ments on  the  amount  of  recycled  mate- 
rial that  must  be  used  in  packaging. 
This  is  prompting  food  companies  to 
seek  regulation  by  the  Federal  Trade 
Commission — which  would  preempt 
states  from  imposing  their  own  rules. 
"The  whole  industry  is  based  on  the 
premise  that  we  can  market  in  all  50 
states,"  says  Jeffrey  Nedelman  of  Gro- 
cery Manufacturers  of  America.  But 
for  the  moment,  at  least,  the  industry's 
hopes  are  frustrated  by  the  Bush  Ad- 
ministration's moratorium  on  new  reg- 
ulations— a  move  designed  to  help 
business. 


TON  OUTLOOK 
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Sun  SPARCstation  ELC 

Save  $5.  Gain  14  MIPS. 


•us.  list  price  for  grayscale  display  with  diskless,  8MB  of  memory.  SPECmarks:  HP  Apollo,  ;J4;  Sun,  20  3.  MFLOPS:  HP  Apollo,  8  4;  Sun,  :3. 
©1992  Hewlett-Packard  Company  ADCSWG018 
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HP  Apollo  Series  700  Model  705 


I  the  new  HP  Apollo  Series 
Model  705  RISC  workstation, 

II  also  gain  an  additional  13.7 
Cmarks.*  And  5.4  MFLOPS.* 

vhile  the  difference  in  price 
St  a  pleasant  surprise,  the 
!rence  in  performance  is 
nishing. 

that  $5  savings  won't  short 
on  anything.  We've  designed 
series  700  to  optimize  X-win- 

perf or mance.  What's  more. 
Model  705  has  a  19"  gray- 


scale display  (Sun  only  offers  a 
17"  monochrome  display  on  the 
ELC).  And,  with  over  1,800  appli- 
cations already  available,  you're 
ready  to  get  up  and  running  fast. 

The  open  architecture  of  our 
workstations  also  lets  them  work 
smoothly  in  a  multivendor  envi- 
ronment. And, 
if  you  should  ^ 
need  our  help,  'J 
HP's  worldwide 
support  is  at  ^"^^ 
your  service.  


So  caU  1-800-637-7740,  Ext.  2789. 

We'll  show  you  a  very  fast  way  to 
save  money. 


HEWLETT 
PACKARD 
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JAPAN  I 


JAPAN'S  lOSSES 
ARE  NOBODY'S  GAINS 


A  plunging  stock  market  and  a  modest  stimukis  plan  bode  ill  for  the  world  economy 


Prime  Minister  Kiichi 
Miyazawa  and  Bank 
of  Japan  Governor 
Yasushi  Mieno  may  have 
thought  they  were  instill- 
ing confidence  in  a  Japan 
facing  its  first  major  reces- 
sion since  1975.  But 
Miyazawa's  $37  billion  eco- 
nomic stimulus  plan,  un- 
veiled on  Mar.  31,  and 
Mieno's  three-quarter-point 
discount-rate  cut  a  day  lat- 
er have  elicited  a  rousing 
chorus  of  boos.  On  the  To- 
kyo Stock  Exchange  alone, 
prices  sagged  nearly  W< 
(chart).  "The  economic 
package  was  a  wet  rag," 
snapped  Jason  C.  James, 
market  strategist  at  James 
Capel  Pacific  Ltd. 

That  assessment  has 
troubling  implications — 
and  not  just  for  Japan.  Un- 
less Miyazawa  and  Mieno 
come  up  with  a  more  ag- 
gressive economic  strategy 
soon,  the  stock  market  is 
almost  sure  to  erode  even 
further.  An  additional  drop 
of  207',  says  Eric  Elstob, 
vice-chairman  of  London's 
Foreign  &  Colonial  Man- 
agement Ltd.,  could 
prompt  big  banks  to  call 
some  of  the  hundreds  of 
billions  in  loans  they  have 
extended  around  the 
world.  The  t)anks  have  as 
much  as  $150  billion  in 
nonperforming  assets  domestically  and 
abroad.  Write-offs  of  that  scale  would 
wipe  out  much  of  their  equity. 

But  even  if  all  the  losses  are  not  tak- 
en, the  banks  are  running  short  of  one 
category  of  capital.  They  are  allowed  to 
count  as  capital  part  of  any  unrealized 
gains  on  their  vast  holdings  of  corporate 
shares.  But  the  market's  507 -plus  de- 
cline since  1989  has  already  wiped  out 
most  of  these  profits.  As  a  result,  the 
$450  billion  Sakura  Bank  Ltd.  and  sever- 


JULY  1 

DISCOUNT  RATI  CUT  FROM  W»  TO  S.5% 


RATE  CUTS  AREN'T 
BUOYING  THE  NIKKEI 


JAN.  '92 


al  others  now  fail  to  meet  the  interna- 
tionally agreed-upon  87  capital-to-assets 
ratio  set  to  take  effect  next  year. 

Even  worse,  Japan's  ambivalent  stand 
risks  leaving  Tokyo  the  odd  man  out  in 
the  global  economy.  The  Federal  Re- 
serve and  the  Bush  Administration,  try- 
ing to  pull  the  U.  S.  out  of  recession,  and 
the  Germans,  spending  heavily  on  reuni- 
fication, are  likely  to  bridle  at  any  hint 
that  they  should  help  pump  up  Japanese 
demand  as  well.  Yet  in  effect,  that  is 


what's  happening.  Even  though  it  ri; 
sparking  new  trade  tensions,  Japan 
pears  to  be  trying  to  export  its  v* 
out  of  recession,  much  as  it  has  d( 
before. 

As  the  economy  has  cooled  over 
past  year,  Japanese  imports  have  fal 
157 .  But  the  country  is  now  running 
billion-a-month  trade  surpluses  as  ma 
facturers  look  to  foreign  consumers 
relieve  bulging  inventories  and  keep  { 
duction  up  at  hundreds  of  factories  b 


'la 

safe, 
if  1 
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y  the  easy-money  1980s.  "Compa- 
ire  trying  to  push  their  products 
)re,"  says  Long-Term  Credit  Bani< 
)an  Ltd.  economist  Nobuyui<i  Ueda. 
[le  move  is  coming  just  as  Japan's 
g  partners  are  urging  Tokyo  to 
lore  of  their  goods.  European  busi- 
eaders  are  seeking  greater  access 
markets,  including  pharmaceuticals 
jlecommunications. 
an  has  risen  to  the  economic  chal- 

before.  Two  months  into  fiscal 
Prime  Minister  Yasuhiro  Nakasone 

up  with  $44.4  billion  in  extra 
ing  to  pull  Japan  out  of  a  down- 
:aused  by  cndaka,  the  soaring  val- 
'  the  yen.  Miyazawa's  current 
le  is  hardly  as  bold.  It  seeks  to 
spending  on  utilities,  among  other 

But  for  the  most  part,  it  moves  up 
)utlays  that  are  already  scheduled 
e  fiscal  year  that  began  Apr.  L  As 
lit,  business  leaders  and  legislators 
)W  urging  Miyazawa  to  announce  a 
d  program,  highlighting  public 

spending  and  also  worth  $37  bil- 
rhat  could  boost  economic  growth 
a  standstill  to  2.47^  this  year,  esti- 

Salomon  Brothers  Asia  Ltd.  econ- 

Robert  A.  Ftldman.  Many  expect 
1  plan  in  a  few  months,  if  only  to 
keep  Miyazawa's  scandal-plagued 
il  Democrats  from  losing  seats  in 

upper-house  elections. 
BE  OF  MIND?  Japan  can  increase 
ing.  The  Organization  for  Econom- 
aperation  &  Development  figures 
apan's  budget  is  in  surplus  to  the 
of  2%  of  GNP.  Washington  and 
are  running  deficits  of  Z7'  to  4%  or 

With  falling  stock  prices  and  the 
real  estate  price  drop  in  17  years 
ing  household  balance  sheets,  econ- 
3  say  the  Bank  of  Japan  could  also 
ire  to  rekindle  growth.  Japan's  dis- 
rate remains  well  above  the  histor- 
ic low  set  in  1987,  when  the  econo- 
as  nowhere  near  as  sluggish  as  it 
iay.  With  unemployment  only  27c, 
i\  banker  Mieno  sees  no  further 
cuts  in  sight.  But  many  traders 
he  will  change  his  mind, 
many  economists,  the  current  slow- 

would  be  a  propitious  time  for 
;awa  to  launch  more  wide-ranging 
-ural  changes.  Permitting  rice  im- 

and  rezoning  costly  urban  farm- 
A^ould  allow  land  prices  to  fall  and 

needed  houses  and  apartments  to 
ilt  on  former  rice  paddies.  Lower- 
le  80%  top  personal  income  tax  rate 
I  also  help.  But  those  remedies  will 
bly  have  to  wait.  For  now,  Miyaza- 
No.  1  mission  will  be  getting  his 
ry  out  of  reverse — if  not  for  Ja- 

sake,  then  for  the  sake  of  the 
gling  world  economy. 

Ted  Holden  in  Tokyo  and  William 
ill  in  New  York,  with  Richard  A. 
er  in  London 


CHINA  I 


CHINESE  "REEDUCATION"  CAMP:  TOYS,  TOOLS,  AND  CLOTHING  ARE  TYPICAL  PRISON  PRODUCTS 


STANCHING  THE  FLOW 

OF  CHINA'S  GULAG  EXPORTS 


American  companies  are  taking  the  initiative  as  the  feds  crack  down 


Last  year,  after  BUSINESS  week  un- 
covered evidence  that  goods  made 
in  Chinese  prisons  were  winding  up 
in  the  U.  S.  consumer  market,  many 
American  companies  said  flatly  that 
their  products  were  legit  (BW — Apr.  22, 
1991).  But  suddenly,  they  are  gripped  by 
a  case  of  the  jitters,  as  more  and  more 
prison-produced  goods  make  their  way 
to  the  U.  S.  To  reassure  customers,  pres- 
sure groups,  and  management  itself, 
some  blue-chip  U.  S.  companies  are  fac- 
ing the  issue  head-on.  They  are  unveiling 
bold  plans  to  ensure  that  no  foreign  pris- 
on goods  are  in  their  inventories. 

Heavyweights  such  as  Sears,  Levi 
Strauss,  and  Nike  are  establishing  cor- 
porate codes  of  conduct  for  their  buyers, 
suppliers,  and  contractors,  as  well  as  in- 
stituting tough  new  procedures  for  au- 
diting their  imports.  "More  image-con- 
scious companies  are  going  to  have  to 
take  similiar  steps,"  says  William  Patter- 
son, director  of  corporate  affairs  at  the 
Amalgamated  Clothing  &  Textile  Work- 


Congress  is  poised  to  impose 
crippling  penalties 

on  importers  of  forced-labor 
goods  from  China 


ers  Union  (.XCTWU),  which  prodded  Sears, 
Roebuck  &  Co.  into  action.  For  the  first 
time,  some  companies  are  sifting 
through  their  global  supply  networks  to 
try  to  determine  who  is  really  providing 
them  with  goods.  In  many  cases,  that's 
not  so  easy,  because  some  Hong  Kong 
intermediaries  are  expert  at  keeping 
their  Chinese  supply  lines  secret. 
HIGH  PRICE.  The  cost  of  being  on  the 
wrong  side  of  the  issue  is  rising.  Labor 
unions  are  leading  the  charge  and  tar- 
geting other  retailers  besides  Sears.  As 
consumers  return  to  the  stores,  no  com- 
pany wants  to  be  tainted  by  charges  of 
doing  business  with  the  Chinese  gulag. 
Importing  prison  products  is  illegal,  and 
Congress  is  poised  to  impose  crippling 
penalties  on  importers  of  forced-labor 
goods.  The  U.  S.  Customs  Service  is  con- 
ducting its  own  tough  investigation. 

Alarmed  by  reports  of  prison  goods 
from  China  reaching  the  U.  S.,  the 
ACTWU  began  taking  aim  at  Sears  in  No- 
vember, 1991.  The  union,  which  holds 
several  thousands  of  dollars  in  Sears 
stock,  noticed  that  the  company  was  sell- 
ing Chinese-made  toys,  tools,  clothing, 
ceiling  fans,  and  audiocassettes — the 
kind  of  goods  known  to  be  made  in  Chi- 
nese prisons.  They  requested  that  Sears' 
board  of  directors  produce  a  report  on 
the  company's  practices  of  buying  Chi- 
nese-made goods. 

Instead,  on  Mar.  31,  Sears  announced 
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that  all  contracts  with  Chinese  suppliers 
will  include  written  guarantees  that 
their  goods  don't  come  from  prison  fac- 
tories. The  company  will  cross-check  its 
suppliers  with  a  list  of  Chinese  prison 
facilities  and  will  conduct  surprise  in- 
spections of  mainland  plants.  While 
Sears'  Senior  Vice-President  and  General 
Coun.sel  David  Shute  says  the  company 
has  no  reason  to  believe  it  has  purchased 
any  prison  products,  the  new  guidelines 
will  shine  a  brighter  light  on  the  web  of 
Hong  Kong  intermediaries  Sears  uses  to 
place  some  Chinese  orders. 
'AT  RISK.'  Levi  Strauss  &  Co.  also  is 
banning  forced-labor  goods  in  a  new  set 
of  guidelines  that  reflect  "the  company's 
values,"  says  Robert  H.  Dunn,  vice-pres- 
ident for  corporate  affairs.  The 
jeansmaker  has  launched  an  audit  of  all 
its  global  operations,  involving  600  con- 
tractors in  more  than  30  countries.  In 


China,  Levi  officials  plan  visits  to  every 
supplier  to  inquire  about  the  use  of  pris- 
on labor.  It  will  be  costly,  Dunn  says. 
"But  if  the  image  of  our  brands  is  at 
risk,  the  cost  could  be  far  greater."  Re- 
cently, Levi  severed  ties  with  its  supplier 
in  the  U.  S.  territory  of  Saipan  following 
revelations  that  it  was  employing  im- 
ported Chinese  workers  under  slavelike 
working  conditions. 

Shoemaker  Nike  Inc.  now  spot-checks 
all  of  its  Chinese  facilities,  where  10%  of 
its  shoes  are  made.  And  Reebok  Interna- 
tional Ltd.  has  audited  all  of  its  suppli- 
ers in  China.  Hong  Kong-based  Odyssey 
International,  maker  of  such  brands  as 
North  Face  parkas  and  Head  skiwear, 
assures  U.  S.  customers  that  none  of  its 
clothing  is  made  in  Chinese  prisons.  CEO 
William  N.  Simon  has  hired  inspectors  at 
75  Chinese  factories  supplying  Odyssey 
with  some  6  million  garments  each  year. 


Congress  is  jumping  on  the  bandw: 
on.  Representative  Frank  R.  Wolf  (1 
Va.)  is  proposing  to  jack  up  fines  fi 
U.  S.  companies  that  knowingly  impo 
prison  goods  from  $1,000  to  $250,00 
"Right  now,  the  fine  is  so  low  that  r 
almost  an  incentive  to  import,"  Wi 
says.  His  bill  has  the  backing  of  C 
toms  and  the  Treasury  Dept. 

Even  stiffer  regulations  could  be  co; 
ing.  Representative  John  Miller  ( 
Wash.)  has  proposed  that  all  U.  S.  co; 
panies  doing  business  in  China  1 
required  to  file  yearly  reports  with  ti 
State  Dept.  certifying  that  they  are  n 
buying  from  prisons.  Many  business  ( 
ecutives  object  to  this  proposal,  but 
they  don't  start  policing  themselvi 
Congress  may  do  it  for  them. 

By  Amy  Borrus  in  Washi?igton  ai 
Joyce  Barnathan  in  New  York,  with  Pi 
Engardio  in  Hong  Kong 


SOUTH  KOREA  I 


CAN  MR.  HYUNDAI 
BECOME 

MR.  PRESIDENT? 


Maybe  not,  but  Chung  is  shaping 
the  debate  over  Korea's  future 


Chung  Ju-Yung  isn't  from  Texas, 
but  the  77-year-old  founder  of  the 
$50  billion  Hyundai  Group  has  a 
Ross  Perot  knack  for  shaking  things  up. 
Both  are  self-made  tycoons  turned  politi- 
cal mavericks.  But  South  Korea's  Chung 
is  proving  to  have  even  more  muscle 
than  his  U.  S.  counterpart.  His  two- 
month-old  Unification  National  Party 
scored  a  major  victory  in  elections  late 
last  month.  Now,  Chung  is  angling  to 
become  Korea's  next  President.  If  he 
pulls  it  off  in  December  elections,  he  is 
promising  a  brand-new  [jolitical  and  eco- 
nomic era. 

Chung's  jump  from  business  to  poli- 
tics comes  at  a  time  when  Korea  seems 
primed  for  change.  President  Roh  Tae 
Woo  is  under  fire  as  inflation  soars  to 
15'/  and  Korea's  industrial  competitive- 
ness slips.  And  with  Korea  running  a 
$10  billion  trade  deficit,  charges  are  fly- 
ing that  Roh  is  failing  to  move  industry 
up  the  technological  ladder.  Enter 
Chung,  a  fresh  face  amid  shopworn  po- 
liticos.  "Before,  Korea  used  to  be  one  of 
the  [four]  dragons,"  he  said  at  a  recent 
rally.  "But  after  Roh  came  to  power,  the 
dragon  became  a  tadpole." 

Chung  has  seen  the  change  firsthand. 
His  Hyundai  Group  was  a  leader  in  Ko- 
rea's emergence  as  an  economic  dynamo 


CHUNG'S  PARTY  WON  IO%  OF  THE  ASSEMBLY  SEATS 


in  the  mid-1980s,  enabling  him  to  amass 
a  personal  fortune  worth  $4  billion.  But 
now  the  conglomerate  is  suffering  as 
the  country's  problems  intensify.  In  an 
interview  with  BUSINESS  week  at  his 
party's  headquarters  in  Seoul,  Chung 
spoke  of  his  reform  program:  "Our  fore- 
most priority  is  to  shift  from  govern- 
ment-controlled politics,  economics,  and 
social  policies  toward  private,  civilian- 
controlled  policies."  That  would  include 
further  opening  of  domestic  markets. 
EASIER  MONEY.  Korean  conglomerates, 
or  chaebol,  would  be  released  from  cred- 
it restraints  and  other  government  fet- 
ters that  hinder  their  global  competitive- 
ness. At  the  top  of  Chung's  hit  list  are 
interest  rates,  now  running  as  high  as 
30'/.  "Unless  we  move  toward  interna- 


tionally   competitive  interel 
rates,  this  economy  can't  boun| 
back,"  he  says.  With  easier 
ey,  Chung  argues,  the  chae< 
could  spend  much  more  aggr 
sively  on  research  and  devel 
ment  and  automation.  "His 
vision  is  very  attractive  in  ter: 
of  revitalizing  the  econom 
says  Koo  Suk-Mo,  vice-presidej 
of  the  business-backed  Kon 
Economic  Research  Institute. 

Even  if  he  doesn't  win,  ChuAuli 
has  helped  reframe  the  deba  liih 
about  Korea's  future.  Than  jutt 
largely  to  his  party,  last  monti  gj 
elections  were  the  first  to  foe 
more  on  the  economy  than  i  ; 
security  and  human  rights.  Gc  ''F' 
erned  by  authoritarian  genen 
or  ex-generals  for  decades,  mc 
post-cold-war  Koreans  are  rea(  ^ 
for  the  removal  of  the  milita 
from  politics.  "The  vacuum  h 
to  be  filled,  and  maybe  tl 
chaebol  will  be  the  next  decisi 
factor,"  says  Bin  Sohn,  executive  v\\\ 
president  of  Asset  Korea  Ltd.,  a  fu 
management  firm. 

That  sentiment  has  touched  off  a  ra 
ing  debate  about  the  role  of  Big  Bu 
ness  in  government.  Some  executivi 
such  as  Yoon  Young-Suk,  president 
Daewoo  Corp.,  fear  that  Hyundai  wou 
be   favored   if  Chung  succeeds.  L; 
Dong-Sung,  president  of  Samsung's  ec 
nomic  research  institute,  agrees  th 
Hyundai's  rivals  will  worry  about 
gaining  an  unfair  advantage.  But, 
says,  "the  UNP  can  better  express  cc 
glomerates'  interests,  so  we  can  expei 
the  government  to  start  paying  more 
tention  to  our  needs." 

Korean  voters  may  ask  themselves 
they  want  a  President  who  will  be 
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INTERNATIONAL  BUSH 


The  Travelers'  commitment  to 
[uality  products  and  cost  control  starts 
vith  35,000  employees  dedicated  to 
ustomer  satisfaction. 

Of  these,  12,000  work  exclusively  in  our 
Managed  Care  and  Employee  Benefits 
Operation. 

That's  the  real  Travelers  difference. 

But  the  numbers  get  even  more  impressive. 

50,000  care^fuUy  selected  and  credentialed  physi- 
ians  and.spebialists  and  600  hospitals  in  130  major 
netropolitan  areas. 

$1 . 6  billion  in  new  business  in  1990  —  testimony  to 
company  whose  health  care  network  delivers 
ppropriate  care  more  efficiently  through  local  medi- 
al management.  A  company  that  customizes  pro- 
;rams  because  it  understands  that  not  all  businesses 
re  the  same.  A  company  committed  to  avoiding 
llness  —  and  expense  —  through  wellness  and  coun- 
eling  programs. 

Two  more  numbers  to  be  remembered.  The 
Tavelers  is  backed  by  $55  billion  in  assets  and  by 
127  year  tradition  of  service. 

This  is  Managed  Care  The  Travelers  Way. 

lie  Travelers  Insurance  Company  and  its  Affiliates 
Hartford,  Cormecticut  06183 


Thelravelersj 

You're  better  off  under  the  Umbrella! 


Epson  Reliability.  As  you'd 
expect  from  the  longest-running 
printer  company,  the  ActionPrinter 
is  built  to  last.  And  backed  solidly 
by  our  two-year  warranty. 


A  Simple  Lesson  I 


Unique  Paf>er  Tray.  The  only 
dot  matrix  printer  with  a  paper 
cassette  tray.  So  you  won't  get  fed 
up  handling  tractor  feed  paper 


Quick  &  Quiet.  In  case  you 
haven't  heard,  the  ActionPrintei 
is  considerably  quieter  than  the 
average  dot  matrix  printer — 
nien  when  zipping  along  at 
250  characters  per  second. 


Easy  To  Use.  Setup  and  operation  couldn't  be  simpler.  And  Epson's  convenient 
Quick  Reference  Card  keeps  you  from  struggling 
through  hefty  user  manuals. 


Quic 


k  Reference 


Car<i 


'11  need  most  o<«n  For 


All  companv  dud/or  product  names  are  irademaiks  and/or  regiMered  fnidemarlts  of  their  re\pective  manufacturers  Epson  is  a  registered  trademark  ol  Seiko  Epsi^^)n  (xirp  ®  1992  Epyin  Amenta, Inc  .  '2077(1  Madrona  Ave  ,Toi 


Very,  Very  Affordable.  With  a  list  price 
of  just  $299,  this  is  clearly  a  printer  anyone 
can  feel  at  home  with. 


SCALABLE  FONTS 


Quality  Output.  You  can  print  a 
variety  of  letter-quality  type  in  a  variety 
of  sizes,  and  give  all  your  work  a  more 
professional  look. 


lome  Economics. 


npact  &  Lightweight.  The  design  is 
dutionary:  the  ActionPrinter  sits  flat  or 
ids  upright,  fitting  easily  in  any  work- 
ce.  The  perfect  printer  to  have  around 
house  or  apartment. 


The  new  Epson® ActionPrinter™  3250  is  the  first 
dot  matrix  printer  built  specifically  for  the  home 
user.  Its  design  is  sleek  and  space-saving.  Its  features 
practical  and  easy  to  use.  Its  construction,  Epson  solid. 
All  for  a  price  that's  nothing  short  of  amazing. 

For  a  free  introductory  course  in  printers,  turn  to 
our  booklet,  "What  You  Should  Know  Before  Buying  A 
Dot  Matrix  Printer."  Just  call 
800-289-3776  for  your  copy, 
and  the  name  of  the  Epson 
dealer  nearest  you. 

Then  stop  in  soon, 
home  a  printer  that  could 
others  a  lesson  or  two. 


EPSON 

WH/ffYou 
Should 
KnowBefore 

BUYINGA 

DorMmcPwNTER 


For dcaltr  rcff rral. cail  8M-BllY.EPSON(800-289-377l,i  In  Unida, call  800-GO-EPSON. 


octogenarian  for  most  of  his  one  five- 
year  term.  Chung  doesn't  look  any 
worse  for  wear  after  an  intense  cam- 
paign in  which  he  made  189  speeches  in 
two  weel<s. 

HOPING  FOR  A  SPLIT.  While  Koreans  like 
many  of  Chung's  policy  prescriptions, 
most  remain  deeply  suspicious  of  the 
power  and  motives  of  any  chaebol.  Stun- 
ning as  the  iJNP's  performance  was,  the 
party  garnered  just  177'  of  the  popular 
vote,  or  10%  of  the  National  Assembly's 
seats. 


Chung  still  remains  a  dark  horse  in 
the  presidential  race.  In  response  to  his 
clean-government  platform,  opponents 
are  bound  to  dredge  up  stories  of  pur- 
ported improprieties  in  his  personal  and 
business  affairs.  But  as  the  election 
nears,  there's  a  gpod  chance  the  ruling 
party  will  break  up  into  rival  factions, 
each  with  roughly  equal  support. 

That  could  play  into  Chung's  hands. 
"He's  hoping  the  ruling  party  will  split, 
which  would  create  the  opportunity  for  a 
coalition,"  says  Suh  Sang-Mok,  a  senior 


policymaker  for  the  Democratic  Libe 
Party.  "Then  he  could  wield  some  po 
er."  Even  in  a  three-way  race,  Chung 
party  could  determine  who  wins.  "He 
potentially  the  most  powerful  person 
this  country,"  says  Park  Ungsuh,  pre 
dent  of  Samsung  Petrochemical 
Chung's  bid  may  .sound  like  a  long  sh 
but  considering  that  he  wasn't  a  pel 
cian  two  months  ago,  no  one  is  ruli 
him  out. 

By  Robert  Neff  and  Laxnii  Nakarmi 
Seoul 


GERMANY  I 


PIECH  TAKES  OVER  A  COMPANY  THAT'S  MAKING  BIG  GAINS  IN  MARKET  SHARE— BUT  NOT  PROFITS 


VW'S  NEW  BOSS  HAS 
THE  BEETLE  IN  HIS  BIOOD 


Porsche  heir  Ferdinand  Piech's  No.  1  priority  will  be  cost-cutting 


It  looks  like  a  dream  play  to  cash  in 
on  Europe's  borderless  market.  Next 
Jan.  1,  German  auto  maker  Volks- 
wagen will  get  an  Austrian  chief  execu- 
tive with  French  Huguenot  ancestors, 
Ferdinand  Piech.  His  deputy  will  be 
Daniel  Goeudevert,  a  Frenchman  whose 
family  has  Flemish  roots.  Outgoing  CEO 
Carl  H.  Hahn  leaves  them  a  nearly  $50 
billion  company  that  is  spending  $50  bil- 
lion in  five  years  to  expand  across  Eu- 
rope from  Czechoslovakia  to  Spain. 

Now,  all  Piech  has  to  do  is  make  it  all 
hum  like  the  sporty  Audi  Quattro  he 
produced  as  head  of  VW's  luxury-car 
unit.  Over  the  past  decade,  Hahn's  drive 
has  taken  VW  from  fourth  to  first  in  the 
European  race  for  market  share.  It  has 
16%,  vs.  12.6%  for  second-place  Fiat. 
Trouble  is,  profits  haven't  followed, 
holding  at  about  $660  million  for  the  last 


two  years.  VW's  costs  are  too  high.  Piech 
needs  to  get  them  under  control  if  he  is 
to  withstand  the  tidal  wave  of  competi- 
tion from  lower-cost  Japanese  and  Asian 
rivals,  as  well  as  newly  aggressive  U.  S.- 
owned  operations  led  by  GM  Europe. 

An  engineer,  54-year-old  Piech  seemed 
predestined  to  run  vw.  His  granddad, 
Ferdinand  Porsche,  designed  the  legend- 
ary VW  Beetle,  and  his  mother's  Porsche 
Holding  group  is  the  VW/Audi  importer 
for  Austria.  Piech  owns  10%  of  Porsche, 
was  once  its  research  and  development 
chief,  and  is  on  its  supervisory  board.  He 
recently  tried  to  eject  Arno  Bohn, 
Porsche's  fourth  CEO  in  little  more  than 
a  decade.  Bohn  survived  the  onslaught. 
But  the  message  to  managers  at  Audi 
and  vw  as  well  as  Porsche  is  crystal 
clear:  If  they  don't  perform  to  Piech's 
exacting  standards,  they're  in  trouble. 


In  contrast,  the  50-year-old  Goeu 
vert,  who  lost  out  to  Piech  in  the  r 
for  the  top  job,  prefers  negotiation 
conflict.  But  he  can  be  outspoken.  Mui 
to  the  fury  of  auto  executives,  he  recej- 
ly  said  it  might  be  a  good  idea  to  impcji 
speed  limits  on  Germany's  unrestricti! 
Autobahnen.  He  learned  the  business  ;i 
a  Cook's  tour  of  the  European  industi 
working  at  Citroen,  Renault,  and  Fcjl 
before  joining  VW.  i 
FIRST  ROUNDT  The  new  team  will  s 
with  a  round  of  cost-cutting  at  VW's 
man  plants.  Over  the  next  five  yea 
12,500  of  VW's  127,000  German  jobs 
be  axed.  Labor  leaders,  including  G 
Metall's  tough  boss  Franz  Steinkiihl^, 
agreed  mainly  because  the  cuts  Mij 
come  through  attrition.  Some  analy.'S 
think  the  cuts  will  have  to  be  deep-. 
Unless  vw  averages  annual  output  gai; 
of  up  to  37',  another  German  work  foili- 
cut  of  107  will  be  needed  by  the  mM 
1990s  to  stay  level  with  the  best  in 
rope,  says  John  Lawson,  auto  analystj 
Nomura  Research  Institute  in  Londo: 
Hahn  started  a  trend  of  moving  o| 
put   from    high-cost  Germany 
switched  production  of  VW's  bottom-- 
the-line  Polo  compact  to  its  Spanish  si- 
sidiary,  SEAT.  That  garnered  savings  - 
timated  by  analysts  at  $400  to  $500  jr 
car.  But  VW  is  going  to  have  to  repdt 
the  same  trick  with  bigger  and  m<3 
profitable  midrange  cars,  selling  t 
$18,000  and  up.  That's  because  Japan*? 
producers  are  adjusting  to  Europe; 
Community  restrictions  on  sales  volU|i 
by  moving  into  higher-priced  models.; 

Piech  also  must  make  Hahn's  latjt 
expansion  projects  pay  off.  These  [- 
elude  a  $3  billion  production  line  It 
Zwickau  in  eastern  Germany  and  a  p 
billion  investment  in  Czechoslovakis 
Skoda.  Hahn  followed  a  Japanese-ste 
strategy  of  grabbing  market  share, 
ing  Italy's  Fiat  and  others  out  of  E 
European  deals,  without  worrying  ■jai 
much  about  short-term  profits. 

That's  a  luxury  vw  can  no  longer 
ford.  Since  taking  over  at  Audi  in  ldi>, 
Piech  has  doubled  profits,  to  $85  millb 
last  year.  Now  he  has  to  show  that  g 
money  can  be  made  from  the  huge  tif 
Hahn  has  staked  out  for  VW  in  Euro^. 

By  John  Templeman  in  Ben 
-1 — 
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D  RUSSIA  WITH  TREPIDATION: 
HE  WEST  TAKES  A  GAMBLE 


kfter  months  of  hand-wringing,  the  West  has  finally 
come  up  with  a  $24  billion  loan-and-aid  package  to 
buttress  the  former  Soviet  Union  as  it  gropes  its  way 
ird  a  market  economy.  Although  not  quite  a  Marshall 
I,  the  package  is  far-reaching  and  a  big  gamble  on  Russian 
;ident  Boris  Yeltsin.  Included  are  $18  billion  this  year  from 
seven  leading  industrial  nations  for  balance-of-payment 
s,  debt  deferrals,  and  short-term  credits.  An  additional  $6 
)n  will  go  to  a  ruble-stabilization  fund.  George  Bush  an- 
iced  U.  S.  support  for  the  plan  on  Apr.  1.  This  grand 
ue  includes  granting  member- 
in  the  International  Monetary 
i,  which  will  administer  the 
to  Russia  and  other  republics, 
le  new  largess  is  a  boon  for 
sin.  The  ruble  fund,  for  exam- 
is  intended  to  boost  the  curren- 
value  to  50  units  to  the  dollar, 
e  what  it  now  fetches  on  do- 
tic  exchanges.  That  support 
lid  give  Russians  and  other  for- 
Soviets  a  shot  of  confidence  in 
•  currency.  The  fund  could  set 
stage  for  convertibility  with 
ign  currencies — opening  the 
for  more  foreign  investment. 
CK  THERAPY.  The  republics  also  will  get  balance-of-pay- 
ts  help.  Russia,  for  example,  will  be  given  unrestricted 
ss  to  $4  billion  in  loans  to  import  virtually  anything 
tied  necessary  to  enhance  reform.  About  $3  billion  is  ex- 
ed  to  be  paid  out  after  July.  The  huge  cash  infusion  will 
input  bottlenecks,  which  are  hampering  the  Russian  econ- 
.  Many  factories  and  farms  are  close  to  shutting  down 
use  they  don't  have  the  cash  to  import  spare  parts  and 
r  supplies.  A  big  beneficiary  could  be  the  oil  industry, 
:h  has  vast  petroleum  reserves  but  antiquated  technology, 
tern  technical  advisers  are  expected  to  urge  Russians  to 
ernize  their  oil  gear  quickly  to  boost  hard-currency  earn- 


AIRLIFT:  HUMANITARIAN  AID  ARRIVES  IN  MOSCOW 


ings.  Another  hot  idea  is  to  set  up  loan  funds  to  nurture  a 
network  of  entrepreneurial  plants  and  farms  to  produce  more 
consumer  goods  and  food.  "Compared  with  other  countries, 
small  and  midsize  business  is  absent  here.  And  the  economy 
cannot  survive  without  it,"  says  Georgi  Matyukhin,  chairman 
of  the  Russian  central  bank. 

The  l.MF  help  comes  as  the  former  Soviet  Union  enters  a 
transition  period  that  could  be  disastrous  without  outside  aid. 
Yeltsin  is  already  facing  increasingly  bitter  opposition  to  the 
shock  therapy  he  started  three  months  ago — by  hiking  prices 
and  cutting  state  subsidies.  He 
soon  plans  to  move  into  a  more 
risky  phase  of  his  reforms:  restruc- 
turing or  selling  off  big  industries 
that  now  serve  as  giant  social-wel- 
fare agencies,  providing  everything 
from  day  care  to  vacation  dachas. 
Meanwhile,  industrial  production 
could  plummet  25%  or  more  by 
yearend,  and  unemployment  could 
soar  to  10  million. 

The  question  is  whether  the 
Western  aid  will  be  enough  to 
cushion  Yeltsin  from  popular  pres- 
sures to  abandon  his  program.  The 
temptation  will  be  for  him  to  print 


money  to  ease  consumer  discontent  and  preserve  jobs.  While 
the  IMF  will  lecture  Yeltsin  on  sticking  to  tight-money  policies, 
it  won't  insist  on  a  degree  of  austerity  that  would  jeopardize 
him.  Says  a  close  IMF  observer:  "The  fund  is  facing  such 
enormous  political  pressure  to  do  something  for  the  Russians 
that  it's  not  going  to  look  too  closely  at  performance." 

The  West  is  betting  that  Yeltsin  and  his  reforms  will  sur- 
vive. It's  a  roll  of  the  dice,  but  there  are  few  other  options. 
And  so  far,  the  Russian  President  has  shown  that  he  has  the 
stomach  for  tough  economic  measures. 

By  Rose  Brady  in  Moscow,  Brian  Bremner  and  Mike  McNamee 
in  Washington,  and  Peter  Galuszka  in  New  York 


BAL  WRAPUPI 


AZIL 


president  Fernando  Collor  de  Mel- 
lo's  Mar.  30  Cabinet  sweep  could 
ir  the  way  for  faster  economic  re- 
m.  After  widespread  reports  of 
h-level  corruption,  Collor  demanded 
resignation  of  all  his  ministers.  He 
ppointed  only  a  few,  including  Fi- 
ice  Minister  Marcilio  Marques  Mo- 
'a,  the  architect  of  Brazil's  market- 
!ning  policy. 

^.ollor's  reform  efforts  have  been 
npered  by  the  weakness  of  his  Na- 
lal  Renovation  Party,  which  holds 
y  8%  of  the  seats  in  Congress.  But 
V,  in  a  switch,  he  is  bringing  repre- 
itatives  of  opposition  parties  into  the 


Cabinet.  That  could  make  it  easier  for 
him  to  win  congressional  approval  of 
such  proposals  as  the  privatization  of 
Petrobras,  the  oil  giant,  and  Telebras, 
the  state  telecommunications  company. 

GERMANY  

I opes  are  fading  for  a  midyear  cut 
in  German  interest  rates  to  boost 
Europe's  sagging  economies.  Despite  a 
downturn  that's  lasting  longer  than  ex- 
pected, the  Bundesbank  is  preoccupied 
with  what  it  sees  as  a  new  inflation 
threat.  Money-supply  growth  has  re- 
cently accelerated  beyond  the  central 
bank's  target  of  3.5%'  to  5.57^  a  year. 
That's  helping  to  boost  inflation — to 
nearly  5%.  If  wage  settlements,  cur- 


rently averaging  a  stiff  6%',  don't  come 
down,  the  bank  may  well  raise  rates 
again  rather  than  lower  them. 

ITAIY  

The  sanctions  recently  voted  by  the 
U.  N.  Security  Council  could  claim 
an  unintended  victim:  Italy.  Libya, 
where  over  1,500  Italians  work,  has  re- 
lied on  Italy  as  its  preferred  European 
trading  partner.  Rome  worries  that 
side  effects  from  the  sanctions,  which 
include  a  ban  on  air  travel  to  Libya, 
could  further  sap  an  Italian  economy 
already  weakened  by  recession.  The 
measures  will  go  into  effect  if  Libya 
fails  to  hand  over  two  suspects  in  the 
1988  Pan  Am  airliner  bombing. 


»>TIONAL  OUTLOOK 


BUSINESS  WEEK/APRIL  13,  1992  57 


GAME,  SET  Atsl 


Would  it  surprise  you  to  know  that  some  o/| 
the  best  tennis  players  in  the  world  use 
racquets  made  in  Taiwan?  j 


Or  that  the  first  graphite  racquet  was 
developed  and  engineered  in  Taiwan^ 
over  15  years  ago? 


Today,  graphite  is  the  material  of  choice 
for  tennis  players  around  the  world  anc 

I' 

racquets,  very  well  made  in  Taiwan,  are 

the  choice  of  champions.  \  ! 

f  1 

In  fact,  the  tennis  racquet  shown  here  i j| 

i  I 

just  one  example  of  the  fine  craftsman- 
ship coming  from  Taiwan  today.  The  result 

i  I 

of  having  a  deep  commitment  to  making 
technology  the  best  it  can  be.  i 


IT'S  VERY  WELL  MADE  IN  TAIWAI 


eing  a  lawyer  at  Motorola  Inc.  i|| 
tough  these  days.  While  attofj 
neys  at  other  companies  mighi 
churn  out  lawsuits  against  customers  o| 
suppliers  with  the  push  of  a  butto: 
Motorola's  100  in-house  lawyers  mui 
seek  all  possible  alternatives  to  landiri] 
in  court:  arbitration,  mediation,  even  p: 
vate  judges  who  settle  disputes  for 
fee.  After  all  this,  Motorola  lawyers  wh 
still  want  to  go  to  trial  must  fill  out 
form  estimating  legal  costs,  likely  dai 
ages,  and  chances  of  victory.  "The  fori 
is  so  onerous  that  they  gladly  work  o 
an  alternative  settlement  rather  thai 
screw  around  with  that  form,"  says  Ge; 
eral  Counsel  Richard  H.  Weise,  the  ar! 
chitect  of  Motorola's  resolution  progran~ 
If  that  sounds  like  an  unproductive 
use  of  an  attorney's  time,  think  agair 
Since  starting  the  program  in  1984,  alteti 
native  dispute-resolution  technique 
have  slashed  Motorola's  litigation  cost 
by  as  much  as  75%-.  "It's  that  dramati 
an  impact,"  Weise  says.  i 
'LOST  OPPORTUNITY.'  Motorola's  obse^ 
sion  with  finding  new  ways  to  settle  dii' 
putes  isn't  typical.  But  it  is  rapidly  b 
coming  so.  After  years  of  mountinj 
frustration,  disdain  for  the  U.  S.  leg; 
system  is  now  so  intense  that  corpori 
tions  are  taking  the  law  into  their  ow' 
hands.  From  General  Mills  to  General 
Motors,  companies  are  fighting  thei 
battles  privately,  through  such  innovt, 
tive  techniques  as  rent-a-judge  service 
and  minitrials.  Pacific  Gas  &  Electric  Cc 
even  pays  for  its  opponents  to  sit  dow: 
with  a  mediator.  "What's  worse  than  th: 
money  wasted  on  the  court  system  is  thi 
lost  opportunity  to  find  solutions,"  say 
Howard  V.  Goiub,  pg&e's  general  cour 
sel.  "Our  energies  should  not  be  spen 
on  recreational  litigation." 

The  legal  revolt  among  corporations  i 
only  one  facet  in  an  unprecedented  re 
thinking  of  the  U.  S.  civil  justice  systenr 
Every  branch  of  government  is  pushinji 
some  package  of  legal  reform.  Congres' 
is  overseeing  "advisory  committees"  i: 
every  federal  court  to  try  to  speed  u 
cases  and  cut  costs.  Judges  are  ovei 
hauling  the  federal  rules  of  civil  proce 
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COVER  STC^ 


TOO  MANY  LAWYERS 
AND  TOO  MUCH 
LITIGATION.  HERE'S 


A  BETTER  WAY 


Even  the  White  House  is  respond- 
3  the  business  bacl<lash.  Through 
resident's  Council  on  Competitive- 
the  Bush  Administration  is  promot- 
1  array  of  probusiness  reforms,  in- 
ig  such  controversial  measures  as 
g  losers  to  pay  the  victors'  legal 

The  debate  has  inflamed  the 
)ns  of  everyone  from  defense  law- 
ilan  Dershowitz  to  legal  scholars 

as  RAND  researcher  Deborah 
er  to  lawyer 
)est-selling  au- 
5Cott  Turow. 
m  the  tort  sys- 
where  injured 
s  sue  for  dam- 
stands  a  better 
;e     of  being 
I  in.  Congress  is 

mulling  a  uni- 

product-liability 
3  replace  the  patch- 

of  state  laws  and 

it  tougher  for  plain- 
;o  win  damages.  States 
ghtening  up  on  punitive 
ges  and  pain-and-suffer- 
ivards.  And  they're  finding 
•  and  cheaper  ways  to  resolve  medi- 
ilpractice  suits,  such  as  by  compen- 
<;  injured  patients  regardless  of 
ler  the  doctor  is  at  fault.  "There's 
y  strong  popular  revolt  over  exces- 
awyering,  excessive  delays,  and 
sive  costs,"  says  Martin  F.  Con- 
)resident  of  the  American  Tort 
m  Assn.  "When  you  add  it  all 
's  impressive." 

BALANCED  SCALES?  Yet  many  wor- 
it  a  headlong  rush  for  legal  reform 
do  more  harm  than  good.  Some  of 
roposals  threaten  the  cornerstones 
;  U.  S.  legal  system:  an  abundance 
hvidual  rights  and  open  access  to 
3.  Critics  fear  that  by  making  it 
ler  to  sue,  limiting  access  to  evi- 

before  trial,  and  even  penalizing 
who  lose,  reformers  may  be  push- 
ne  pendulum  too  far  in  the  other 
ion.  The  critical  question  is  how  to 

the  legal  system  more  efficient 
3ss  costly  while  safeguarding  indi- 


vidual liberties.  "A  broad  statement  that 
going  to  court  is  evil  is  very  destructive 
to  our  democratic  process,"  says  Pamela 
Gilbert,  legislative  director  for  Ralph 
Nader's  Congress  Watch.  "We  should 
take  pride  in  our  legal  system." 

But  even  Gilbert  agrees  that  parts  of 
the  system  are  breaking  down.  Ameri- 
ca's legal  bills  are 
going  through  the 
courthouse  roof. 
Last    year,  law 
firms  grossed 
more  than  $100 
billion,  estimates 
a  Commerce 
Dept.  report. 
That  doesn't 
include  what 


ORY 


companies  spend  on  their  own  legal  de- 
partments— and  what  they  must  pay  to 
resolve  suits.  Since  1971,  the  number  of 
attorneys  has  almost  tripled,  to 
780,000— far  more  per  capita  than  in 
Britain  or  Japan  (table).  "The  prime  ben- 
eficiaries of  the  legal  system  are  law- 
yers, not  victims  and  not  society  as  a 
whole,"  says  Ralph  Warner,  co-founder 
of  Nolo  Press  Inc.,  a  Berkeley  (Calif.) 
publisher  of  legal  self-help  books. 

The  overloaded  courts  are  only  mak- 
ing matters  worse.  Since  1960,  the  num- 
ber of  civil  suits  in  federal  courts  has 
soared  300%,  even  after  dropping  from  a 
peak  in  1985.  In  the  state  courts,  civil 
suits  have  jumped  by  more  than  4  mil- 
lion in  the  past  six  years  (table).  And 
that's  on  top  of  an  exploding  backlog  of 
criminal  actions  that  push  business  cases 
to  the  back  of  the  line.  "You  can't  di- 
vorce the  civil  courts  from  the  criminal 
courts,"  says  Sol  Wachtler,  chief  judge 
of  the  State  of  New  York.  "There  are 
delays  because  of  the  clog  in  criminal 
cases." 

DRAINING.  Executives  fear  the  U.  S.  le- 
gal system  is  crippling  America's  ability 
to  compete  in  the  global  marketplace.  A 
BUSINESS  WEEK/Harris  Poll  of  top  exec- 
utives at  corporations  drawn  from  the 
BUSINESS  WEEK  1000  (page  66)  found 
that  62%  of  those  surveyed  believe  the 
U.  S.  civil  justice  system  significantly 
hampers  the  ability  of  American  compa- 
nies to  compete  with  Japanese  and  Euro- 
pean rivals.  A  striking  83%  of  those 
polled  say  the  fear  of  lawsuits  has  more 
impact  on  decision-making  within  their 
company  today  than  it  did  10  years  ago. 
"The  American  economy  can  no  longer 
afford  this  process,"  says  Ronald  L.  Da- 
vis, assistant  general  counsel  at  Dow 
Chemical  Co.  "The  system's  inefficien- 
cies are  eating  away  at  our  industrial 
base."  He  says  Dow  Chemical  spends 
"in  excess"  of  $100  million  a  year  on 
legal  services  and  liability  insurance. 

Just  how  much  litigation  drains  the 
economy  is  a  matter  of  fierce  debate. 
Vice-President  Dan  Quayle  claims  that 
Americans  spend  more  than  $80  billion  a 
year  on  direct  litigation  costs  and 
higher  insurance  premiums.  Indirect 
costs,  including  the  expense  of  avoid- 
ing liability,  he  says,  reach  $300  bil- 
lion annually — about  1.8%  of  the  na- 
tion's $5.7  trillion  gross  domestic 
product.  But  legal  scholars  such  as 
Marc  S.  Galanter,  a  professor  at 
the  University  of  Wisconsin's 
school  of  law,  attack  those  fig- 
ures as  "the  product  of  casual 
speculation."  Instead,  he  cites  a 
1986  study  by  rand's  Institute 
for  Civil  Justice.  It  put  the 
cost  of  the  U.  S.  tort  sys- 
tem— including   court  ex- 
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penses,  legal  fees,  and  the  value  of  lost 
work — at  between  $51  billion  and  $58 
billion. 

Whatever  the  tab,  America's  compa- 
nies are  fed  up  with  watching  their  legal 
bills  erode  profits.  Some  are  locked  in 
unproductive  court  brawls  with  rivals. 
Four-year-old  Cyrix  Corp.,  a  Richardson 
(Tex.)  semiconductor  maker,  has  been 
battling  Intel  Corp.  In  December,  1990, 
Cyrix  filed  an  antitrust  suit  accusing 
Intel  of  an  anticompetitive  campaign  to 
keep  Cyrix  co-processors  out  of  the  mar- 
ket. A  month  later,  Intel  sued  Cyrix  for 
patent  infringement.  While  the  judge 
has  yet  to  rule  in  that  case,  Intel  just 
filed  another  patent-infringement  suit 
against  Cyrix  in  response  to  reports  that 
Cyrix  was  about  to  introduce  a  chip  that 
mimics  Intel's  top-of-the-line  486 
microprocessor.  The  Cyrix  chip  was  in- 
troduced on  Mar.  30  (page  95). 
SUE  CITY.  Other  companies,  meantime, 
are  shunning  domestic  markets  out  of 
fear  of  product-liability  suits.  Biomet 
Inc.  sells  spinal  implants  for  back  prob- 
lems virtually  all  over  the  world — with 
one  glaring  exception.  "We  don't  feel 
confident  in  the  U.  S.  with  such  a  prod- 
uct," says  Dane  A.  Miller,  CEO  of  the 
Warsaw  (Ind.)  orthopedics  company. 
"Our  legal  system  in  America  is  totally 
out  of  control." 

Countries  such  as  Britain  and  Japan 
hold  down  costs  by  making  it  more  diffi- 
cult to  sue  and  harder  to  win.  In  the 
U.  S.,  each  side  in  a  lawsuit  usually  pays 


its  own  legal  costs,  regardless  of  the 
outcome.  But  Britain  and  other  countries 
force  losers  to  pay  the  winners'  fees  as  a 
way  to  discourage  frivolous  suits.  Amer- 
ican companies  spend  as  much  as  80%  of 
their  legal  bills  on  discovery,  which  lets 
parties  review  an  opponent's  evidence 
before  trial.  In  Japan,  discovery  doesn't 
exist  (page  64). 

The  hallmarks  of  the  U.  S.  legal  sys- 
tem— jury  trials,  contingency  fees,  and 
punitive  damages — encourage  the  "I'll 


sue    mentality.  Dow  Chemical  gets  1| 
with  some  2,000  new  product-liabili 
claims  in  the  U.  S.  every  year,  but  on 
about  20  such  claims  are  filed  against 
in  the  rest  of  the  world,  says  Davis.  I 
notes  that  while  many  European  co 
tries  have  adopted  broad  U.  S.-styHESCf 
product-liability  laws,  many  lack  su  0 
things  as  contingency  fees,  discovei 
and  jury  trials.  The  Midland  (Micl 
chemical  maker  spends  an  average 
$250,000  just  to  get  to  trial.  Says  Dav 
"Even  when  we  win,  we  don't  win." 

Many  executives  say  they  settle  ev 
frivolous  suits  to  avoid  the  legal  fe( 
Others  settle,  they  say,  to  escape  t 
long-shot  risk  of  punitive  damages.  T 
claims  are  "used  to  extort  money,"  sa 
Robert  W.  Pommerville,  general  couni 
of  Beverly  Enterprises  Inc.,  a  leader 
the  nursing  home  industry.  Pommervi 
says  it  takes  "a  real  gutsy  individual" 
go  to  trial  on  punitive-damages  clain 
because  juries  are  so  unpredictable 

But  settling  can  bring  its  own  he£ 
aches.  In  1984,  Alan  F.  Shugart,  CEO 
Seagate  Technology,  was  accused  in 
class  action  of  artificially  inflating  t 
stock  price.  Attorneys  for  the  Scot 
Valley  (Calif.)  disk-drive  maker  persua 
ed  him  to  settle  in  1991,  for  $9  millic 
he  says.  Two  subsequent  suits  we 
filed  in  1988  and  1991,  which  copied  t" 
class  action  verbatim — from  the  wordi: 
of  the  charges  to  the  misspellings.  Bo 


as 


COURT-ANNEXED 
ARBITRATION 


Parties  must  present 
their  cases  to  experts 
or  retired  judges. 
The  parties  can 
accept  the  decision 
or  seek 
a  trial 


THE  COURTHOUSE 
OF  THE  FUTURE 


EARIY  NEUTRAL 
EVALUATION 


After  a  suit  is  filed, 
a  private  attorney 
meets  with  the  parties. 
The  attorney  hears 
both  sides  and 
assesses  the  merits 


to  promote  fast 
settlements 


SUMMARY 
JURY 


Parties  sum  up  their 
cases  before  a  judge, 
jurors,  and  others. 
The  jurors  give  an 
advisory  verdict  to 
start  settlement  talks. 
If  there's  no  deal,  the 
parties  go  to  trial 


"TCI 


Parties  headed 
to  court  are  now  choosing 
from  an  array  of  public  and  private 
alternatives  for  resolving  disputes.  By  the  year 
2000,  parties  may  be  greeted  in  court  by 
clerk  vA\o  directs  them  to  the  appropriate 
procedure.  Here's  a  sampling  of 
what's  available 


RENT-A-JUDGE 


Parties  hire  private 
decision-makers, 
often  retired  judges, 
to  settle  their  cases. 
The  parties  pay 
hourly  rates  up  to 
$350.  The  judge's 
decision  may  be 
appealed 


D4IA  CENTER  FOR 
PUBLIC  RESOURCES,  BW 
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are  still  iH-iuiin^'-  in  the  courts, 
w,  Shuf^art  goes  on  the  offensive  at 
lint  of  a  lawsuit.  Last  year,  for 
pie,  the  company  laid  off  an  undis- 
i  number  of  employees.  When  a 
)  of  them  joined  with  a  coalition  of 

unions  and  sued  for  insufficient 
!,  Seagate  publicly  threatened  to 
ersue,  clearly  stating  it  would  fight 
over  court  costs  as  well  as  punitive 
ges  on  the  grounds  that  the  labor 
s'  suit  was  frivolous.  The  coalition 
withdrew  the  case. 
SAVINGS.  Rather  than  get  caught 
the  system,  corporations  are  drop- 
jut.  Already,  some  600  top  corpora- 
have  signed  a  pledge  drafted  by 

York's  Center  for  Public  Re- 
es,  a  nonprofit  group  that  pro- 
5  alternatives  to  litigation.  The 
e  states  that  the  signers  will  con- 
negotiation  and  other  forms  of  "al- 
tive  dispute  resolution"  before  run- 
;o  court  against  other  signers.  Last 
for  the  first  time,  law  firms  nation- 
made  a  similar  pledge,  and  almost 
irms  have  signed  on.  The  Center 

that  avoiding  court  saved  142 
inies  more  than  $100  million  in  le- 
)sts  for  disputes  concluded  in  1990. 
leral  Mills  Inc.  has  long  required  a 
litment  to  alternative  dispute  reso- 

on  all  contracts  it  signs — cutting 

costs  for  contract  disputes  to  a 
minimum,  says  General  Counsel 
rd  L.  Whitehill.  Now,  the  Minne- 

food  company  is  moving  toward 
dng  a  similar  commitment  from 
>yees.  But  the  company's  best  sin- 
■cperience  with  such  techniques  oc- 
d  in  1987.  On  the  verge  of  going  to 

with  a  supplier,  Whitehill  says, 
sides  agreed  to  argue  their  case 
e  the  CEOs  of  both  companies.  Af- 
X  days  of  arguments,  the  parties 
d  that  General  Mills  would  get  a 
lillion  settlement. 

ler  companies  are  devising  formal 
ms  to  settle  routine  disputes.  In 
990,  General  Motors  Corp.  hired 
pute  Inc.,  based  in  Washington, 
to  set  up  systems  in  each  of  its 
3ns  for  resolving  dealer  disputes, 
systems  range  from  nonbinding, 
tary  mediation  at  Cadillac  to  bind- 
irbitration  at  Chevrolet,  Pontiac, 
nobile,  and  GMC  Trucks,  and  were 
m  into  the  dealers'  five-year  fran- 
agreement.  William  Coulter  of 
lix'  Coulter  Cadillac  just  mediated 
3ute  with  GM  auditors  over  a  war- 
issue.  Both  sides  argued  their  case 
e  a  GM  executive,  a  dealer,  and  an 
pute  staffer.  They  settled  in  a  day, 
cost  of  $3,000  to  GM  and  about 
)  to  Coulter.  Says  Coulter:  "The 
ss  was  fair." 

•  Motorola,  the  process  of  staying 
)f  court  starts  early.  Its  lawyers 
Iwide  learn  how  to  counsel  execu- 


tives within  the  cinnpuny  on  avoiding 
conflicts  by  focusing  on  better  contracts, 
improved  product  quality,  and  truthful 
salesmanship.  The  law  department  also 
follows  Motorola's  total  quality  manage- 
ment program  to  eliminate  wasteful  la- 
bor and  expensive  errors.  "Cutting  legal 
costs  is  like  reducing  the  cycle  time  in 
manufacturing,"  says  Weise,  the  general 


counsel.  "Our  goal  is  to  reduce  the 
'dispute  cycle' — the  time  between  the 
event  that  causes  the  dispute  and  the 
resolution." 

There's  more  to  Motorola's  legal  pro- 
gram than  just  staying  out  of  court.  The 
company  rides  herd  on  its  outside  law- 
yers to  deliver  quality  service  at  the  low- 
est possible  cost.  In  a  radical  break  with 


COMING  TO  TERMS 
—WITHOUT  BRINGING  IN  THE  LAWYERS 


Lawyers  for  Pacific  Gas  &  Electric, 
Union  Oil,  and  Thermal  Power 
were  preparing  to  fight  one  of  the 
largest  suits  ever  filed  in  Sonoma 
County  (Calif.)  Superior  Court,  when 
the  three  top  executives  decided  that 
there  had  to  be  a  better  way.  Rather 
than  spend  a  year  at  trial,  the  execu- 
tives resolved  most  of  the  issues  pri- 
vately— without  their  lawyers.  To  do 
the  rest,  they  called  in  an  outfit  based 
in  Orange,  Calif.,  known  as  Judicial  Ar- 
bitration &  Mediation  Services  Inc. 

The  J.4MS  mediator  met 
often  with  the  principals, 
even  going  up  in  a  helicop- 
ter to  survey  the  field  at 
the  heart  of  their  contract 
dispute.  The  case  settled 
last  month,  with  .JAMS's  bill 
less  than  six  figures. 

Tapping  into  the  fervor 
to  cut  litigation  costs,  JAMS 
is  a  part  of  one  of  the  fast- 
est-growing sectors  of  the 
law  business:  alternative 
dispute  resolution.  Started 
in  1979,  it's  the  U.  S.'s  lead- 
ing for-profit  resolution 
company.  This  year,  it  ex- 
pects to  hear  14,000  cases 
and  see  sales  grow  to  $30 
million,  up  25%  from  1991. 
JAMS  has  18  offices  in  four 
states  and  a  panel  of  175 
former  judges.  With  $15 
million  from  E.  M.  War- 
burg, Pincus  &  Co.,  JAMS 
plans  to  keep  expanding. 

It's  not  alone.  Washington-based  En- 
dispute  Inc.  is  also  expanding  its  dis- 
pute-resolution services.  And  Philadel- 
phia-based Judicate  Inc.  boasts  more 
than  600  former  judges  offering  arbi- 
tration and  mediation.  It's  easy  to  see 
the  appeal.  Alternative  resolution  tech- 
niques save  on  discovery  and  provide 
privacy  and  flexibility  in  scheduling. 

But  the  driving  force  is  the  cost. 
JAMS  charges  between  $300  and  $350 
an  hour — a  far  cry  from  the  $300  an 
hour  a  battery  of  lawyers  might  each 
charge  litigants.  And,  unlike  a  litigated 


case,  the  typical  JAMS  case  can  be  re- 
solved in  hours  or  days.  "Alternative 
dispute  resolution  is  like  the  hula 
hoop — why  didn't  someone  else  think 
of  this  before?"  says  jams  ceo  John  K. 
Trotter,  a  retired  state  appellate  judge. 

Critics  say  problems  arise  when 
jams  judges  go  beyond  simple  media- 
tion and  render  decisions  that  can  be 
appealed  in  the  courts.  Such  private 
judging  accounts  for  17o  of  JAMS  cases, 
but  this  tactic  could  soar  in  California, 
where  parties  can  leapfrog  the  long 


court  lines  by  getting  a  private  ruling 
and  then  appealing  it. 

To  head  off  government  regulation, 
JAMS  is  developing  guidelines  for  dis- 
closing conflicts  of  interests,  including 
prior  contacts  with  parties.  It's  also  de- 
vising a  procedure  for  speedy  handling 
of  complaints.  Given  the  need  for  fast- 
er and  cheaper  alternatives  to  the  grid- 
locked  courts,  JAMS  may  soon  be  look- 
ing more  and  more  like  the  Federal 
Express  of  the  dispute  business. 

By  Jane  Birnbaum  in  Los  Angeles, 
with  Morton  D.  Sosland  in  Philadelphia 
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tradition,  Motorola  also  refuses  to  pay 
for  lawyers'  travel,  meals,  and  other 
incidentals.  Instead,  the  law  firms  must 
figure  such  expenses  into  their  hourly 
billing  rate.  Motorola  forces  the  lawyers 
to  follow  a  strict  script  that  outlines  a 
step-by-step  procedure  for  resolving  dis- 
putes. "They  really  bristle,  because 
they're  not  used  to  that  kind  of  partici- 
pation by  a  client,"  Weise  says.  "Some 
outside  counsel  just  can't  do  it." 

Yet  even  companies  that  support  such 
techniques  remain  skeptical  that  the  new 
procedures  will  make  a  dent  in  the 
amount  of  litigation.  Alternative  dispute 
resolution  works  only  when  both  parties 
agree  to  it,  they  say.  A  small  company 
may  be  muscled  into  court  by  a  larger 
rival  with  more  resources.  Other  compa- 
nies insist  on  trials  to  achieve  public  vin- 
dication. And  individuals  and  their  law- 
yers may  be  unwilling  to  step  outside 
the  system.  Abandoning  a  trial  "would 
do  away  with  punitive  and  compensatory 
damages,"  says  FMC  Corp.  General 
Counsel  Patrick  J.  Head.  "That's  where 
the  big  scores  have  been." 

It  may  not  be  that  way  for  very  much 
longer.  More  than  1,200  courts  across 
the  country  are  offering  various  alterna- 
tives to  trials.  In  Texas,  a  court  can  or- 
der a  case  to  mediation.  In  Colorado, 
lawyers  who  fail  to  tell  clients  about 
alternative  dispute  resolution  now  can 


wyers  get  too 

I  would  cap  fees  and  take 

some  of  what  lawyers  get 

and  give  that  to  elementary 

school  teachers,  nurses, 

health  workers,  people 

who  really  do  good  for 

society" 

Alan  Dershowitz 
Harvard  Law  professor  and 
crifhinal  defense  lawyer 


be  disciplined  for  breaching  their  ethical 
duties.  And  in  California,  some  over- 
worked judges  refer  cases  to  a  private 
settlement  company.  Judicial  Arbitration 
&  Mediation  Services  Inc.,  based  in  Or- 
ange County  (page  63). 


Many  courts  are  offering  alternativ 
to  trials  right  in  the  courthouse  or  oth 
neutral  sites.  The  federal  court  for  tli 
Northern  District  of  California  in  Si: 
Francisco  sends  up  to  300  cases  a  ye^ 
through  a  settlement  program  known  < 
"early  neutral  evaluation."  Under  it,  tJ 
parties  meet  with  a  volunteer  attorrn;  i 
who  is  an  expert  in  the  disputed  subje].d 
matter.  He  sizes  up  the  cases,  gives  hi  : 
opinion,  and  then  asks  whether  the  p?- 1 
ties  want  to  work  out  a  deal.  An  ear 
study  found  up  to  407^  of  these  casS* 
settled  on  the  spot.  Such  programs  aid: 
redefining  the  role  of  courts.  "In  tfei 
future,  instead  of  walking  into  a  hm^. 
ing  called  a  courthouse,  you  might  wa): ' 
into  the  Dispute  Resolution  Center! 
says  Scott  H.  Bice,  Dean  of  the  Univer)' 
ty  of  Southern  California's  Law  Cent(i' 
LOSERS  WEEPERS.  The  debate  over  leg- 
reform  in  Washington  can  only  speed  ^ 
these  changes.  Last  year.  Preside; 
Bush  signed  an  executive  order  to  re 
in  the  vast  swarm  of  government  la 
yers — the  largest  group  of  lawyers  li 
gating  in  the  federal  courts.  And  Vi(  'H 
President  Quayle  delivered  a  scathin 
widely  publicized  speech  to  the  Ame 
can  Bar  Assn.,  blasting  lawyers  for  t  -'^'^^ 
nation's  lack  of  competitiveness.  In  Fe  '-"i- 
ruary,  the  White  House  unveiled  at  =1^ 
that  draws  from  Quayle's  50-point  age 
da.  The  bill  promotes  such  things  as 


THE  JAPANESE  SOLUTION:  KILL  ALL  THE  LAWSUITS 


m 


When  IBM  sued  Hitachi  Ltd.  for 
industrial  spying  in  1982,  the 
Japanese  company  got  a 
shocking  introduction  to  legal  battles, 
American-style:  Hitachi's  first  bill  from 
its  U.  S.  law  firm  exceeded  its  total  pay- 
ments for  legal  services  in  Japan  since 
the  company  was  founded  in  1920. 

No  wonder  legal  reformers  in  the  U.  S. 
look  wistfully  at  Japan.  Its  courts  aren't 
cluttered  with  liability  suits,  and  lawyers 
are  about  as  scarce  as  American  cars. 
While  the  U.  S.  prides  itself  on  individual 
rights  and  equal  access  to  the  courts, 
critics  charge  that  the  Japanese  legal 
system  discourages  litigation.  Perhaps. 
But  the  culture's  distaste  for  direct  con- 
frontation helps  ensure  that  most  legal 
disputes  are  resolved  privately  and  more 
efficiently  than  in  the  U.  S.  "In  Japan,  a 
litigious  person  is  not  welcome,"  says  To- 
shiro  Nishimura,  senior  partner  at  Nishi- 
mura  &  Sanada,  a  top  international  law 
firm  in  Tokyo. 

Barriers  to  litigation  in  Japan  start 
with  legal  education  (table).  To  become  a 
bengosh  i,  or  lawyer,  one  must  win  a  spot 
in  the  Legal  Training  &  Research  Insti- 


tute. But  the  government-run  school  ad- 
mits 2%'  of  its  35,000  applicants  annually. 
So  Japan's  exclusive  legal  club  has  just 
14,336  lawyers — and  grows  by  only  400 
bengoshi  per  year.  There  are  780,000  law- 
yers in  the  U.  S.,  which  has  twice  Japan's 
population. 

COSTLY  RECOURSE.  Those  who  can  find  a 
lawyer  to  take  their  case  encounter  other 
roadblocks.  Critics  of  the  U.  S.  legal  sys- 
tem complain  that  parties  abuse  discov- 
ery, which  grants  access  before  trial  to 
potential  evidence  held  by  an  opponent. 
Japan  is  at  the  other  extreme:  It  has  no 
discovery  at  all.  And  the  difficulty  of 
obtaining  evidence  makes  it  especially 
tough  for  consumers  to  win  product-li- 
ability suits  (BW — Mar.  9).  "I  have  often 
said  to  clients  that  I  am  100%  certain 
that  they  would  win  their  case — but 
Where's  the  evidence?"  says  Nishimu- 
ra. "You  can't  force  the  other  side  to 
disclose." 

Plaintiffs  also  must  have  deep  pockets. 
Japan  bars  two  key  methods  of  sharing 
the  cost  of  litigation:  class  actions  and 
contingency-fee  arrangements.  At  the 
same  time,  plaintiffs  must  pay  an  up- 


front  fee  to  their  lawyers  of  up  t(] 
the  damages  sought  in  liability 
plus  a  nonrefundable  filing  fee 
courts  of  one-half  of  1%  of  the  da 
In  1991,  a  small  Seattle-based  loj  siier 
maker  provided  a  Japanese  cu 
with  $240,000  worth  of  materials 
bor  for  which  the  company  claims] 
never  paid.  To  file  a  $240,000  suit, 
pay  its  lawyers  $20,204,  including 
ing  fee  of  $1,200.  "It's  too  expeni 
us  to  pursue  that  course,"  sighi 
manager  at  the  company.  "We've 
lost  a  lot  of  money." 

Damage  awards  in  Japan  don' 
close  to  the  estimated  average 
million  per  case  paid  last  year 
product-liability  suits  in  state  cou: 
Feb.  7,  the  Tokyo  District  Court  ( 
Chisso  Corp.,  a  chemical  compa 
sponsible  for  one  of  Japan's  best 
industrial  poisoning  cases,  to  comj 
42  victims.  The  award:  $1.3  milllirii 
$31,000  per  victim. 

When  disputes  arise  between 
nies,  attorneys  often  are  the  last  iredi), 
involved.  Salesmen  and  front-line 
ers  are  the  chief  problem-solvers. 


lid 
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tives  to  litigation  and  the  English 
which  forces  losers  to  pay  the  win- 
legal  fees. 

lile  the  bar  blasted  Quayle's  law- 
ashing  rhetoric,  it's  taking  his  pro- 
5  seriously.  "We  ought  to  be  ex- 
!ly  grateful  to  Dan  Quayle  for  just 
ig  this  issue  on  the  table,"  says 
t  S.  D'Alemberte,  president  of  the 
In  February,  it  released  a  report 
irting  many  of  Quayle's  proposals 
criticizing  him  for  ignoring  the 
der  and  more  significant  problems 
r  justice  system" — ^judicial  funding 
ladequate  access  for  the  poor, 
lers  have  their  own  visions  for  the 
3.  HALT,  An  Organization  of  Ameri- 
for  Legal  Reform,  is  pushing  out- 
irt  alternatives  to  tort  litigation, 
as  no-fault  auto  insurance  and 
;rs'  compensation.  Its  aim  is  to  en- 
fair  and  prompt  compensation  for 
IS  and  more  predictabilty  for  defen- 
.  Advisory  committees  in  each  of 
1  federal  courts,  meantime,  are  ex- 
enting  with  improving  the  litiga- 
rocess,  including  making  discovery 
tary.  They're  also  forcing  judges  to 
magers  as  well  as  decision-makers, 
greatest  single  forward  step  would 
I  have  district  court  judges  set 
ules  and  require  lawyers  to  live  up 
3m,"  says  former  Supreme  Court 
e  Lewis  F.  Powell  Jr. 
npanies  and  judges  are  wise  to  put 
Ilium  on  negotiation  rather  than  on 


fighting  until  the  end.  But  that's  only 
the  beginning.  More  attention  must  also 
be  paid  to  state  and  federal  courts  so 
that  they  can  run  more  efficiently.  And 
Congress  cannot  continue  to  pass  feder- 
al criminal  laws  that  inundate  court 


dockets  without  also  quickly  filling  judi- 
cial vacancies.  As  of  Mar.  31,  there  were 
120  vacant  federal  judgeships,  or  about 
14'''  of  the  federal  bench. 
CHEAP  AND  DIRTY?  Alternatives  to  trials 
such  as  arbitration  and  mediation  should 
help  lighten  the  courts'  burdens,  but  cer- 
tain safeguards  are  needed.  Now,  pro- 
ceedings are  held  in  private  without  re- 
gard to  whether  a  public  interest  or 
important  legal  question  is  at  stake.  And 
the  resolution  business  is  largely  unreg- 
ulated: Anyone  with  a  business  card  or 
stationery  can  set  up  shop. 

Instead,  standards  must  be  estab- 
lished so  that  mediators  are  qualified. 
The  proceedings  must  also  be  open  to 
the  public — and  the  press.  Alternative 
justice  shouldn't  become  just  another 
way  to  avoid  disclosure  of  health  and 
safety  dangers.  And  some  disputes  in- 
volving novel  or  constitutional  issues 
must  remain  in  the  public  courts.  Private 
dispute  resolution  can  only  follow  the 
law,  not  set  new  precedents. 

What's  good  in  the  legal  system  must 
be  protected.  As  lawmakers,  attorneys, 
and  executives  wrestle  with  legal  re- 
form, they  must  ensure  that  individual 
rights  are  not  sacrificed  in  pursuit  of 
swifter  and  more  economical  justice. 

By  Michele  Galen  in  New  York,  with 
Alice  Cuneo  in  San  Francisco,  David 
Greising  in  Chicago,  ajid  bureau  reports 


BW/ Harris  Poll  appears  on  page  66. 


void  spoiling  a  long-term  rela- 
We  may  lose  $1  million,"  says 

legal  chief  Satoshi  Nakaichi, 
dea  is  to  coexist  and  win  that 
:k  on  the  future  deals." 
E.'  Rarely  do  companies  battle 
lissan  Motor  Co.  is  involved  in 
1  Japan,  only  one  of  which  in- 
)ther  company.  The  rest  con- 
and  consumer  disputes,  which 
nost  of  the  suits  against  com- 
fapan.  "We  would  never  sue  a 
ike  our  own,"  says  Nissan  la- 
ment manager  Kenji 
Only  when  a  case 
ided  for  court  will 

call  in  a  bengoshi. 
eep  matters  quiet, 
panies  may  opt  for 

settlements,  where 
ngoshi  arbitrators 
case  privately  and  is- 
ling  decision.  Nissan 
isisted  on  a  15%'  dis- 
faulty  factory  equip- 
)!ied  by  an  affiliate, 
.n  sue,  Nissan  settled 
at.  "It  was  an  amica- 
nent,"  says  Toriumi, 
ved  us  time,  money, 
lationship." 
;titude  keeps  costs 


ORY 


down.  Most  of  Nissan's  legal  expenses 
go  not  for  pricey  outside  legal  help  but 
for  a  modestly  paid  staff  of  a  dozen  tax 
sleuths,  50  patent  experts,  and  30  legal 
specialists.  Lower  bills  free  up  cash  for 
research  and  other  areas,  and  enable 
more  competitive  pricing  than  U.  S.  com- 
panies can  afford. 

Suits  are  few,  but  some  experts  argue 
that  Japan  has  more  legal  practitioners 
than  the  statistics  reveal.  Japan's  corpo- 
rate halls  are  stocked  with  non-be  ngoshi 
legal  experts.  Sony  Corp.  employs  120, 
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JAPAN'S  APPROACH 


Limits  the  number  of  attorneys  passing  the  bar  exam  to 
2%  of  35,000  applicants 

Forces  would-be  plaintiffs  to  pay  an  up-front  fee  to 
their  lawyers  of  up  to  8%  of  damages  sought 

Bars  contingency  fees,  class  actions,  and  other 
fee-sharing  devices  that  moke  it  easier  to  sue 

Lets  judges,  not  juries,  set  damage  awards,  which  rarely 
exceed  $150,000,  even  when  the  victim  has  been  killed 

Bans  discovery  so  that  plaintiffs  are  denied  access 
before  trial  to  an  opponent's  potential  evidence 


Nurtures  a  strong  cultural  attitude  that  confrontrotion  is 
to  be  avoided  and  looks  down  upon  those  who  sue 

DATA:  BW 


for  example.  Japan  also  has  about  50,000 
licensed  tax  practitioners  who  offer  ser- 
vices similar  to  those  of  U.  S.  tax  law- 
yers. About  the  same  number  of  scriven- 
ers draft  court  papers  and  give  legal 
advice,  while  5,000  non-bengoshi  patent 
specialists  perform  services  similar  to 
those  of  U.  S.  patent  attorneys.  Add 
them  all  up,  and  Japan  has  more  legal 
practitioners  per  capita  than  the  U.  S.,  or 
42  per  10,000  people  vs.  29,  says  Ray- 
mond August,  assistant  professor  at 
Washington  State  University. 

Some  Japanese  argue  that 
Japan  should  have  more  law- 
yers and  that  certain  laws 
should  be  rewritten  to  favor 
consumers.  Critics  also  say  it 
should  be  easier  for  the  Japa- 
nese to  redress  clear  wrongdo- 
ing. Still,  the  bias  against 
courtroom  solutions  remains 
strong.  "I  work  in  the  legal  de- 
partment," says  Nissan's  Tor- 
iumi, "but  I  would  never  ask  a 
lawyer  to  resolve  a  problem  in 
my  own  life."  The  belief  that 
disputes  should  be  settled  ami- 
cably is  something  American  le- 
gal reformers  only  now  are  be- 
ginning to  embrace. 

Bg  Ted  Holden  in  Tol<yo 
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Business  Week/Harris  Executive  Poll 


THE  VERDICT  FROM  THE  CORNER  OFFICE 


Corporate  executives 
think  the  high  cost  of 
civil  justice  is  a  drag  on 
U.S.  business  and  the  econ- 
omy. Fully  83%  soy  their 
decisions  are  increasingly 
affected  by  the  fear  of  lov/suits,  and  a  62%  moiority  say  the 
legal  system  significantly  hampers  U.S.  competitiveness.  Execu- 
tives know  whom  they  blame  for  the  problem:  plaintiffs,  the 


contingency-fee  system,  andj 
generous  juries.  They  are 
also  quite  firm  about  the  so- 
lutions. An  overwhelming 
97%  favor  much  more  use  ■ 
of  alternative  methods  to  re-, 
solve  disputes,  and  91  %  want  judicial  screening  of  cases.  But  ' 
most  oppose  restrictions  on  expert  witnesses  and  don't  want  toi 
see  more  government  spending  on  the  courts.  I 


HIGH  COURT  COSTS 

■  Here  are  some  possible  reasons  for  the  high  cost  of  litigation 
and  civil  justice.  For  each  one,  please  say  whether  you  think  it  is  a 
major  reason,  a  minor  reason,  or  not  a  reason  for  the  high  cost. 

Major    Minor     Not  a  Not 


reason    reason  reason  sure 


The  knowledge  that  major  corpo- 
rate defendants  and  their  insur- 
ance companies  have  deep 
pockets 

Contingency  fees  that  enable 
people  to  sue  without  any  finan- 
cial risk 

Juries  that  hand  out  awards  that 
are  too  high 

Laws  or  regulations  that  make  it 
too  easy  to  sue 

Outside  corporate  lawyers  who 
drag  out  cases  to  jack  up  their 
hourly  fees 

Large  corporate  litigants  that 
drag  the  process  out  in  an  effort 
to  outlast  opponents  with  fewer 
resources 

Companies  that  compete  in 
the  courtroom  instead  of  in  the 
marketplace 

Companies  that  rush  potentially 
dangerous  products  to  market, 
opening  themselves  to  subse- 
quent lawsuits 


92% 


85% 


79% 


8% 

13% 
17% 


64%  29% 


47% 


34% 


13% 


9% 


45% 


55% 


0% 


1% 


3% 


6% 


7% 


0% 

1% 
1% 
1% 

1% 


9%  2% 


60%  26% 


1% 


70%      19%  2% 


POSSIBLE  REFORMS 

■  Here  are  several  proposals  now  under  consideration  to  rein  in 
frivolous  litigation  and  cut  legal  costs  and  delays  in  the  civil  justice 
system.  Please  tell  me  whether  you  favor  or  oppose  each  of  the 
following: 

Favor     Oppose  Not 
sure 

Making  much  greater  use  of  alternative 
dispute  resolution  methods,  such  as  ar- 
bitration, mediation,  and  private  judges      97%  2%  1% 
The  judicial  screening  of  cases  to  elimi- 
nate apparently  frivolous  or  very  weak 

claims  91%  9%  0% 


Requiring  the  loser  in  civil  suits  to 

routinely  pay  the  winner's  legal  costs  83%         17%  0% 

Restricting  the  pre-trial  discovery 
process  49%        43%  8% 

Restricting  the  use  of  expert  witnesses         28%         66%  6% 
Increasing  federal  and  state  spending 
on  the  courts  28%        69%  3% 


LITIGATION'S  IMPACT... 

■  In  your  company,  would  you  say  that  the  following  have  a  majoi 
impact,  a  minor  impact,  or  almost  no  impact  on  your  business? 

Major  Minor  Almost  Nol 
impact    impact    no  impact  sure 


The  high  cost  of  defending 
and  protecting  the  company 
from  litigation 

Fear  of  litigation  that  hampers 
the  introduction  of  valuable 
new  products  or  entry  into 
new  markets 
Legal  issues  that  divert 
valuable  management  time 
and  energy  from  running  the 
business 


40%  49% 


10% 


44% 


47% 


50% 


11% 


42% 


6% 


0% 


1«5« 


0% 


...AND  HOW  IT'S  GROWING 

■  Would  you  say  that  the  fear  of 
lawsuits  has  more  or  less  impact 
on  decision-making  within  your 
company  today  than  it  did  10 
years  ago? 


More  impact  83% 

Less  impact   SVk 

No  difference  11% 

Not  sure   1% 


COMPETITIVE  BURDEN 

■  Do  you  feel  that  the  U.S.  civil 

Does  hamper  .  .  . 

62% 

justice  system  significantly  ham- 

Does not  

32% 

pers  the  ability  of  U.S.  compa- 

Not sure  

6% 

nies  to  compete  with  Japanese 

and  European  companies,  or 

don't  you  feel  that  way? 

Edited  by  Mark  N.  Vamos 


Survey  of  400  senior  executives  at  corporations  drawn  from  the 
BUSINESS  WEEK  Top  1000.  Interviews  were  conducted  Jan.  27-Feb 
11,1 992,  for  BUSINESS  WEEK  by  Louis  Harris  &  Associates  Inc. 
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WHO 

Knows    Money  Management 


BETTER  THAN 


THE     NAME  THAT 
inspired  it. 


N  1  830  Judge  SAMUEL  PUTNAM,  presiding  in  the  Massachusetts  SUPREME  COURT,  created  the  GUIDING 
'RINCIPLE  for  professional  MONEY  MANAGEMENT.  His  PRUDENT  MAN  RULE  states  that  when  managing 
client's  INVESTMENTS  one  should  be  PRUDENT,  and  treat  THEM  as  SAFELY  as  if  they  were  ONE'S  OWN. 
n  1937,  INSPIRED  by  this  INHERITANCE,  his  great-great-grandson  FOUNDED  our  COMPANY.  Since  then 
,'e've  been  THRIVING,  INNOVATING  and  LIVING  by  the  wise  judge's  RULE.  And  with  more  than  $50  billion 
1  FIXED  INCOME  and  EQUITIES,  it's  a  heritage  our  CLIENTS  continue  to  BENEFIT  FROM  today. 


^Putnam 


A     TIME-HONORED  TRADITION 

IN     MONEY  MANAGEMENT 


The  Putnam    Companies      One  Post    Office  Square,    Boston    MA  02  109. 
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POLITICIANS! 


TIME  HASN'T  TAMED 
WALLY  HICKEL 


At  72,  Alaska's  maverick  governor  is  waging  war  on  Wasliington 


Southern  California  thirsts  for  water. 
Alaska  is  awash  in  it.  So  why  not 
build  a  2,000-mile  undersea  pipeline, 
as  flexible  as  a  garden  hose,  and  let  Alaska 
turn  on  the  spigot?  At  $100  billion,  even 
parched  Los  Angeles  County  rejects  the 
idea  as  too  costly.  But  Alaska  Governor 
Walter  J.  Hickel  still  likes  it.  "The  Romans 
did  it,"  he  says  matter-of-factly.  "People 
have  been  moving  water  from  where  they 
have  it  to  where  they  need  it  for  years." 
Besides,  Hickel's  closest  adviser — a  voice 
he  calls  "the  little  man  in- 
side"— is  all  for  the  plan. 

Wally  Hickel,  the  man 
who  paved  the  way  for  Alas- 
ka's North  Slope  oil  explora- 
tion in  the  1960s,  is  back. 
And  at  72,  he  still  spouts 
ideas  as  sprawling  as  the 
state  itself.  He  wants  to 
plow  through  the  Arctic 
Ocean  with  Russian  ice- 
breakers to  create  a  north- 
ern sea  route  to  Europe. 
He's  paying  to  study  the  fea- 
sibility of  "beaming"  hydro- 
electric power  over  long  dis- 
tances using  microwaves. 
He's  pushing  for  another 
800-mile  pipeline  across  the 
Alaskan  wilderness — this 
time  to  transport  natural 
gas  instead  of  oil.  And  be- 
cause Congress  forbids  oil 
drilling  on  lands  such  as  the 
Arctic  National  Wildlife  Ref- 
uge, he's  suing  Washington 
for  lost  royalties. 
PARADISE  LAST.  Hickel's 
bulldozer-happy  administra- 
tion enrages  environmental- 
ists. Conflict-of-interest 
charges  and  his  bellicose  ec- 
centricity make  many  Alas- 
kans cringe.  But  he  also 
strikes  a  resonant  chord  in  a 
state  that  feels  misunder- 
stood by  the  rest  of  the  na- 
tion. For  most  Americans, 
the  Exxon  Valdez  oil  spill 
drove  home  the  notion  of 
Alaska  as  the  last  frontier — 
a  pristine  wilderness  to  be 
preserved  for  future  genera- 


tions. Alaskans  don't  see  it  that  way.  Their 
state  depends  on  oil  for  S57(  of  its  reve- 
nues, and  production  is  down  (chart,  page 
70).  Many  welcome  any  ideas  for  creating 
new  revenue  sources,  however  farfetched. 

That's  why  the  man  on  the  street  sees 
Hickel  as  an  antihero  of  sorts.  He  may  be 
off-the-wall,  but  his  fiercely  independent 
politics  draws  many  adherents.  "What  the 
U.  S.  has  done  to  Alaska  is  a  scandal,"  he 
says.  "If  a  Third  World  country  were  simi- 
larly abused,  the  U.  N.  would  step  in.  Alas- 


'Alaska  is  different  culturally, 
geologically,  climatically.  It  shouldn't 
be  hamstrung  by  federal  regulations' 
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ka  is  different  culturally,  geologically,  cl 
matically.  It  shouldn't  be  hamstrung  b 
federal  regulations." 

Such  talk  emanates  from  a  lifetime  o| 
pugnacity,  a  personal  history  emblemati 
of  Alaska's  frontier  spirit.  Hickel  grew  u 
on  a  Kansas  farm  during  the  Depressio 
and  spent  much  of  his  time  throwin; 
punches  as  a  Golden  Gloves  boxer.  He  wo 
the  state  welterweight  championship  i 
1938.  After  high  school,  with  job  prospect 
scarce  and  college  not  an  option,  he  heade;- 
to  Alaska,  arriving  with  37$  in  his  pocket.; 
UP  AND  DOWN.  Hickel  worked  as  a  carpeij 
ter,  bartender,  and  logger  before  graduallj 
building  up  a  small  fortune  in  constructioii 
Though  his  first  wife  died  in  1943,  he  prt 
duced  six  sons,  five  of  them  by  his  curren 
spouse,  Ermalee,  herself  the  daughter  c 
pioneers.  Politics  came  next,  and  he  wa 
elected  Alaska's  second  governor  in  196( 
His  administration  encouraged  develoil 
ment  of  the  rich  Prudhoe  Bay  oil  field — th 
northern  terminus  of  the  Alaskan  oil  pipi 
line — by  punching  a  roa, 
through  the  tundra  to  se 
vice  it.  That  caught  the 
tention  of  President  Richar 
Nixon,  who  picked  Hick( 
in  1969  as  his  Interic 
Secretary. 

The  next  year,  thougl 
Hickel  criticized  Nixon' 
handling  of  antiwar  prote: 
tors  and  was  fired.  He  b 
came  a  political  gadfly,  ru 
ning  for  governor  in  Alasi 
three  times  and  losing  eai 
election.  He  kept  busy  e 
panding  his  $150  million  re; 
estate  business,  which  ii 
eludes  the  Captain  Cook,  j 
landmark  hotel  he  built  i 
Anchorage.  And  he  becan 
increasingly  involved  wil 
Yukon  Pacific  Corp.,  whk 
he  formed  in  1983  to  devek 
a  natural-gas  pipeline. 

In  September,  1990,  1: 
saw  a  chance  for  a  politic 
comeback.  Hours  before  tl 
deadline,  the  lifelong  Repu 
lican  filed  as  the  Alaskan  l! 
dependence  Party's  cane 
date  for  governor.  Left  coi 
by  the  two  major-par'i 
nominees,  39%  of  the  vote, 
elected  Hickel,  who  proi' 
ised  to  drastically  cut  spen! 
ing  and  fight  the  feds, 
lack  of  endorsement  fro 
most  of  Alaska's  legislator 
editors,  academics,  and  eni 
ronmental  activists  only  e! 
hanced  his  appeal.  ; 

Hickel  didn't  waste  ai| 
time.  The  Sierra  Club's  Pat 


il 


ndustries 


ALASKA'S  OIL 
SLOWDOWN 


ela  Brodie  puts  it  this  way:  "He  immediate- 
ly started  acting  as  though  he  had  a  man- 
date to  push  forward  wild-eyed  schemes 
that  were  not  economically  viable."  In  addi- 
tion to  his  water-pipeline  idea,  he  advocat- 
ed building  a  new  port  in  Anchorage — de- 
spite studies  saying  it  was  not  needed.  He 
also  put  the  $11  billion  gas  pipeline  on  the 
front  burner.  His  most  controversial  move 
was  to  push  through  a  big  road  project  on 
public  land  despite  a  lack  of  federal  approv- 
al. That  enraged  Brodie  and  other  environ- 
mentalists largely  because  it  dumped  de- 
bris into  a  fishing  river. 
WHOSE  LAND?  Later  in  1991,  a  state-ap- 
pointed prosecutor  charged  that  his  12'a 
Yukon  Pacific  stake  was  a  conflict  of  inter- 
est. He  was  forced  to  divest.  When  several 
of  his  appointees  also  faced  censure  or 
were  forced  to  resign  because  of  perceived 
ethical  lapses,  many  Alaskans  got  fed  up. 
Some  20,000  of  them  have  signed  a  recall 
petition,  citing  incompetence.  In  response, 
Hickel  has  backed  off  some  of  his  more 
controversial  projects,  including  the  port 
and  the  water  pipeline.  The  road  project 
will  be  submitted  for  federal  approval. 

All  the  controversy 
hasn't  stopped  Hickel 
from  planning  a  salvo 
of  lawsuits  against 
the  federal  govern- 
ment charging  the 
feds  with  usurping 
Alaska's  right  to  de- 
velop its  oil  proper- 
ties, fisheries,  and 
mineral  resources. 
And  he's  pushing  full 
throttle  on  the  gas 
pipeline.  The  motivation  for  all  this:  When 
the  price  of  oil  fell  from  $21  to  $15  a  barrel 
last  year,  the  state's  projected  oil  income 
plunged  by  more  than  a  third.  North  Slope 
oil  production  is  expected  to  fall  to  half  its 
1988  peak  level  by  the  year  2000.  Some  pro- 
pose a  state  income  tax  to  make  up  for  a 
budget  deficit  that  is  expected  to  double  to 
$435  million  in  fiscal  1993,  but  Hickel 
doesn't  like  the  idea.  "We're  not  poor"  he 
intones.  "But  we'll  be  poor  if  we're  not  al- 
lowed to  have  access  to  our  land." 

Critics  would  at  least  like  to  see  him  re- 
duce spending — something  he  hasn't  done, 
despite  his  campaign  promises.  Even  his 
fans  are  concerned  by  the  fiscal  situation. 
"He  is  truly  a  visionary,"  says  Michael  J. 
Burns,  CEO  of  Key  Bank  of  Alaska.  "But 
he  sees  the  next  20  years  much  more  clear- 
ly than  the  next  20  months." 

Alaskans  love  pioneers.  They  also  like 
government  handouts:  Oil  brings  a  $930  an- 
nual "dividend"  check  for  every  citizen, 
and  state  spending  that  is  six  times  the 
U.  S.  average.  Hickel  aims  to  find  a  new 
gravy  train.  But  if  his  big  projects  fail  to 
show  promise  before  his  term  ends  in  1994, 
he'll  have  trouble  convincing  Alaskans  he's 
more  than  just  an  expensive  dreamer. 

By  Dori  Jones  Yang  in  Juneau 


kMlltlONS  OF  BARRELS  PER  DAY 
DATAAUSKA  REVENUES  DEPl 


EXPORTERS! 


LITTLE  COMPANIES, 
BIG  EXPORTS 


Armed  with  faxes  and  phones,  small  companies  are  going  global 


Tiny  Ohio-based  Vita-Mix  Corp.  has 
been  grinding  and  blending  for  70 
years.  It  rarely  sold  its  high-powered 
blenders  outside  the  U.  S.,  relying  instead 
on  Americans'  appetites  for  fresh-baked 
bread  and  vegetarian  delights.  But  last 
year,  with  stagnation  haunting  the  Mid- 
west, the  third  generation  of  Barnard  fam- 
ily owners  went  global.  They  hired  James 
L.  Smith,  a  Combustion  Engineering  veter- 
an, as  international  sales  mana;,er.  Now, 
exports  account  for  20%  of  the  company's 
$15  million  a  year  in  sales,  and  blenders  are 
leaving  the  company's  plant  for  20  coun- 
tries. Faxes  from  Venezuela  to  Norway 
pour  in. 

Vita-Mix's  good  fortune  also  shines  on 
Olmsted  Falls,  a  quaint  town  of  15,000  on 
the  outskirts  of  Cleveland.  While  the  re- 
gion has  hemorrhaged  jobs,  Vita-Mix  has 
added  63  new  ones  in  the  past  year,  for  a 
total  of  113  employees.  Its  folksy  head- 
quarters is  bustling  as  banks  of  telephone 
operators  take  800-number  calls  from  cus- 
tomers seven  days  a  week.  "Exporting  is 
the  salvation  for  our  standard  of  living  and 
the  security  of  our  workers,"  says  Smith. 
"It  makes  me  proud  as  heck." 

Vita-Mix  is  one  of  thousands  of  hot  new 
exporters  helping  to  sustain  U.  S.  export 
growth.  To  be  sure,  it  takes  a  lot  of  $495 
blenders  to  equal  one  $135  million  Boeing 
747  or  one  $550,000  Caterpillar  hydraulic 
excavator.  And  no  one  knows  for  certain 
how  much  of  America's  $400  billion  a  year 
in  exports  comes  from  small 
companies  with  sales  of  $5  mil- 
lion to  $300  million  a  year.  Per- 
haps only  1  in  10  of  these  com- 
panies in  America's  rendition 
of  the  German  Mittelstand,  or 
middle  sector,  now  exports,  ex- 
perts believe. 

NICHE  PLAYERS.  This  huge,  un- 
charted area  of  the  U.  S.  econo- 
my is  now  vital  to  sustain 
growth  in  exports.  After  years 
of  double-digit  increases  in  the 
late  1980s,  U.  S.  exports  grew 
at  only  7.5'/  in  1991  and  actual- 
ly declined  in  November,  De- 
cember, and  January.  Now,  it's 
up  to  the  small  fry  to  keep  ex- 


.ItD! 


ports  headed  upward.  "It's  clear  that 
export  growth  has  come  by  bringing  r 
entrants  into  the  market.  It's  not  just 
majors  expanding,"  says  David  L.  Bio 
director  of  international  trade  forecast 
for  DRi/McGraw-Hill  in  Washington,  D. 

The  biggest  growth  is  coming  in  si 
items  as  medical  products,  scientific  insi 
ments,  environmental  systems,  and 
sumer  goods,  where  thousands  of  com 
nies  have  carved  niches.  Some  87%  of 
51,000  exporters  tracked  by  Cognetics 
of  Cambridge,  Mass.,  employ  fewer  t 
500  workers.  "We  know  that  the  majo:  ^^^^ 
of  exporters  are  small,"  says  founder 
vid  Birch,  a  leading  authority  on  small  o  i, 
panies.  These  companies  typically  are 
vate,  closely  held,  or  family-owned. 

America's  small  companies  are  discos 
ing,  too,  that  the  economics  of  export 
have  changed,  for  good.  Once,  it  was  an 
tide  of  faith  that  such  companies  wo 
lose  money  for  three  to  five  years.  N 
small  makers  of  everything  from  pot 
peelers  to  pumps  are  using  fax  machii 
800  numbers,  and  overnight  air  expi 
services  to  shave  the  once  formidable  c< 
of  going  global. 

Other  forces  are  also  reshaping  the 
port  culture.  Americans  are  now  low-( 
manufacturers  after  a  long  decline  in  la 
costs  and  the  dollar  and  a  rise  in  produci 
ty.  They  also  find  themselves  with  a  tr 
of  high-quality  products  that  are  oi 
known  around  the  world.  English 
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AMERICA'S  EXPO! 


FOREIGN  APPETITES  ARE  GROWING 

Countries  accounting  for  the  most  growth  of  U.S.  e> 

Billions  of  dollars 
COUNTRY  1986  1991  PERCEH 


CANADA 


$55.0 


$85.1 


JAPAN 


26.6 


48.1 


MEXICO 


12.4 


33.3 


GERMANY 


10.4 


21.3 


BRITAIN 


11.3 


22.1 


KOREA 


5.9 


15. 


FRANCE 


7.2 


15.4 


TAIWAN 


5.2 


13.2 


t 
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as  the  lingua  franca  of  ji;lobal 
3S,  which  lowers  languajje  barriers, 
business  also  gets  an  international 
ince  many  immigrants  entering  the 
ake  key  jobs  in  smaller 
companies.  At  the  same 
ownsizing  at  bigger  com- 

has  created  a  steady 

of  U.  S.  executives  tak- 
;ir  experience  to  smaller 
lies. 

ID  DEATH.  This  all  shapes 
a  structural  shift  in  the 
■conomy — one  that's  not 

0  be  reversed  if  the  value 
iollar  edges  up  modestly, 
ict,  the  core  of  the  U.  S. 
ly  is  gradually  being  in- 
onalized.  Five  years  ago, 
:  America's  gross  domes- 
duct  came  from  exports. 
)RI  estimates  it  will  reach 
)y  the  end  of  1994,  large- 
a  result  of  newcomers, 
ill  would  be  low  compared  with  Ger- 
)r  Holland.  But  because  of  the  size 
\j.  S.  economy,  it  means  the  U.  S.  ex- 
lom  could  still  be  in  its  early  stages, 
ts  rump  end. 

proliferation  of  smaller  U.  S.  export- 
ivides  America  with  some  insulation 
:  the  slowdown  in  growth  in  Europe, 
a,  and  Japan — America's  largest 
s.  The  small  guys  often  key  in  on 
America.  Eastern  Europe,  and  East 
11  still  growing.  The  major  Hispanic 
tion  in  the  U.  S.  and  the  proximity  to 
America  are  thrusting  many  smaller 
;  southward.  Strong  Ukrainian,  Pol- 

1  Lithuanian  links  give  companies  in 
0,  Milwaukee,  and  Cleveland  an 
1  Eastern  Europe.  And  the  presence 
[lany  Asian  high-tech  entrepreneurs 
U.  S.  West  Coast  helps  their  compa- 
ick  the  Pacific  Rim. 

export  "movement"  is  occurring 
tie  help  from  state  and  federal  gov- 
its.  Unlike  European  or  Asian  ex- 
)wers,  the  American  infrastructure 
irring  exports  remains  poorly  fund- 
badly  organized.  In  some  cases,  it  is 
eing  cut  back.  The  State  of  Illinois, 


FLOW  OF  U.S.  GOODS  IS  RISING 
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which  once  boasted  one  of  the  country's 
most  successful  models,  is  cutting  its  ex- 
port activities  by  22%  this  year  because  of 
a  budget  crunch. 

The  U.  S.  Commerce  Dept.  gets  high 
marks  for  its  sponsorship  of  trade  fairs 
and  matchmaking  programs  in  faraway 
capitals.  But  at  the  grass-roots  level,  a  bud- 
get squeeze  has  forced  the  government  to 
retreat  from  helping  new-to-export  compa- 
nies. Altogether,  some  18  federal  agencies 
are  involved  in  exports,  and  they  rarely  co- 
ordinate with  each  other.  The  major  mon- 
ey-center banks  in  the  U.  S.  also  turn  a  cold 
shoulder  to  newcomers  that  are  in  need  of 
export  financing. 

HIGH-TECH  HOOKUPS.  Even  in  the  absence 
of  a  well-defined  export  campaign,  small 
exporters  are  helping  themselves,  plug- 
ging into  the  technological  revolution.  The 
fax  machine,  in  particular,  has  given  grass- 
roots exporters  a  chance.  "There's  only  one 
thing  greater  than  the  airplane,  and  that's 
the  fax,"  says  John  Kirchgeorg,  CEO  of 
Life  Corp.,  a  maker  of  emergency-oxygen 
kits.  With  under  $5  million  in  sales,  Kirch- 
georg's  company,  located  in  the  faded  tan- 
nery district  of  Milwaukee,  ships  specially 
designed  oxygen  kits  to  43  countries,  most- 
ly by  air.  He  tries  to  respond  to  most  faxed 


inquiries  the  day  he  gets  them.  Then,  he 
sends  off  videotapes  of  his  products  by  air 
express — a  far  cry  from  the  era  of  clunky 
telexes  and  overseas  mail. 

Exporters  also  are  using  the  telephone 
like  never  before.  They  set  up  toll-free  800 
numbers  that  encourage  foreign  customers 
to  call  frequently.  To  help  overcome  the  lin- 
guistic hurdle,  American  Telephone  &  Tele- 
graph Co.  has  begun  offering  a  24-hour 
phone  line  that  allows  English-speaking 
Americans  to  make  international  calls  with 
a  translator.  AT&T,  MCI,  and  Sprint  offer 
phone  hookups  that  allow  small  U.  S.  ex- 
porters to  send  electronic-mail  messages 
into  their  distributors'  computers.  Even 
tiny  $3  million-a-year  Sharper  Finish  Inc.  of 
Chicago,  a  maker  of  commercial  laundry 
equipment,  can  keep  in  ready  contact  with 
300  distributors  in  30  countries.  The  result: 
Exports  account  for  60%  of  sales. 

Bigger  companies  rely  on  satellite  com- 
puter hookups.  Royal  Appliance  Manufac- 
turing Co.  in  Cleveland,  a  $273  million-a- 
year  maker  of  the  Dirt  Devil  handheld 
vacuum,  ties  its  computers  to  its  European 
subsidiaries  by  satellite.  Each  day's  sales 
in  Europe  are  monitored  and  fed  back  to 
Cleveland.  "It  works  like  a  champ."  says 
CEO  John  A.  Balch.  Royal  hopes  its  still- 
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small  foreign  sales  can  eventually  match 
its  domestic  revenues. 

Other  technologies  are  just  beginning  to 
be  tapped.  One  is  advertising  on  Cable 
News  Network  and  other  .satellite-televi- 
sion channels.  Likewise,  the  expansion  of 
U.  S.  credit-card  companies  encourages  for- 
eign customers  to  buy  products  on  the  tele- 
j)hone  with  their  card  numbers.  Perhaps 
the  ultimate  expression  of  technology's 
role  is  AT&T's  new  "The  Export  Hotline,"  a 
24-hour-a-day  data  base  that  allows  a  po- 
tential exporter  to  call  1-800-USA-XPORT 
and  get  free  export  information  by  fax.  All 
this  technology  has  "substantially  lowered 
the  barriers  of  entry  into  the  game,"  says 
Birch.  "You  can  enter  the  international 
game  with  much  fewer  resources  than  was 
required  10  years  ago." 

Of  course,  technology  alone  won't  do  the 
trick.  Americans  also  have  to  make  good 
products  at  the  right  price.  The  surprise  is 
that  the  small  guys — even  consumer-goods 
makers — do  just  that.  Small  and  midsize 
U.  S.  companies  are  exporting  rice  cookers 
and  high-quality  china  to  Japan  and  cutlery 
to  Germany.  Sports  gear  such  as  motorized 
surfboards  and  racing  motorcycles  are  in 
big  demand.  Treatment  Products  Ltd.,  a  $5 
million-a-year  company  in  Chicago,  ships 
its  high-end  car  wax  to  15  countries. 

Surprisingly,  a  lot  of  these  pint-size 
Americans  are  taking  on  Japan.  Midwest 
Tropical  Inc.,  a  $5.5  million-a-year  company 
in  Chicago,  sends  designer  aquariums  to 
Japan  and  other  countries.  Its 
six-foot-tall  vertical  units,  with 
fluorescent  lighting  and  round- 
ed corners,  are  a  hit  with  Japa- 
nese whose  homes  are  too 
small  for  bulkier  tanks.  The 
aquariums'  prices:  up  to  $1,200. 
MODEST  COSTS.  Run  by  a  hus- 
band-and-wife  team,  Kenneth 
and  Susan  Burnett,  Midwest 
Tropical  found  Japanese  dis- 
tributor Shimada  Internation- 
al, thanks  to  a  State  of  Illinois 
export  officer.  Shimada  insist- 
ed that  Midwest  Tropical  adapt 
its  product  to  Japanese  quality 
standards — which  meant  new 
heaters  and  lights,  for  exam- 
ple. The  Burnetts  did  every- 
thing Shimada  asked.  As  a  re- 
sult, sales  of  about  $230,000  in 
1990  doubled  in  1991  and  are 
growing  again  this  year  by 
30%.  "You  have  to  say:  'I  want 
into  this  country  real  bad. 
What  do  I  have  to  do?'  "  says 
Ken  Burnett. 

In  making  these  consumer- 
goods  exports,  the  Americans 
boast  a  cost  and  quality  advan- 
tage that  stems  from  the  mod- 
est cost  of  labor  an>!  highly 
automated  production.  That's 


Invacare  CEO  Mai  Mixon: 
'We're  just  getting  started' 


one  reason  Invacare  Corp.,  a  $263  million-a- 
year  company  in  Elyria,  Ohio,  can  boast  of 
sales  of  wheelchairs  and  other  home  medi- 
cal equipment  to  40  countries.  It  projects 
$75  million  in  international  sales  this  year, 
including  some  $24  million  worth  of  goods 
exported  from  the  U.  S.  These  exports  are 
growing  at  a  clip. 
For  its  mass-produced  chairs,  it  can  drive 


A  SAMPLING  OF  SMALL  U.S.  EXPORTERS 


Name 

Product            Total  sales/Exports  as  share 

Millions  of  U.S.  dollars 

C  O  N  S  U  M 

E  R  GOO 

D  S 

INVACARE 

Elyria,  Ohio 

Wheelchairs,  home 
medical  equipment 

$263/10% 

ROYAL  APPLIANCE 

Cleveland 

Dirt  Devils 

$273/4% 

MIDWEST  TROPICAL 

Lincolnwood,  III. 

Aquariums 

$5.5/25% 

LIFE  CORP. 

Milwaukee 

Emergency 
oxygen  kits 

Under  $5/50% 

TREATMENT  PRODUCTS 

Chicago 

Auto  v/ax 

$5/25% 

CAPITA 

L  GOOD 

s 

UNITED  AIR  SPECIALISTS 

Cincinnati 

Air  cleaners 

$30/40% 

AQUA-AEROBIC  SYSTEMS 

Rockford,  III. 

Wostev/oter- 
treatment  systems 

$28/12% 

JOSEPH  INDUSTRIES 

Bedford  Heights,  Ohio 

Lift  truck 
transmissions 

$6/10% 

SHARPER  FINISH 

Chicago 

Laundry/ironing 
equipment 

$3/60% 

DATA:  BW 

costs  down  to  a  minimum.  Average  hou:]| 
labor  costs  are  $13,  including  benefits.  All, 
Invacare  relies  on  just-in-time  manufactto 
ing  systems  and  automated  systems  tip 
punch  diodes  and  transistors  into  boai^ 
for  the  computerized  controls.  New  carb(k. 
fiber  composites  are  used  to  make  tjj 
chairs  light  and  maneuverable.  "We're  ]\\ 
getting  started"  in  world  markets,  s; 
CEO  A.  Malachi  Mixon  III. 
STAYING  POWER.  Of  course,  for  evi 
smallish  U.  S.  exporter  that  has  made 
there  are  others  that  have  failed  or  lac' 
basic  information.  American  busine 
people  still  have  much  to  learn  about 
porting.  But  hard  times  at  home,  combir 
with  new  technologies  and  better  manuf 
turing  abilities,  are  propelling  them  o 
ward.  Unlike  Detroit's  Big  Three,  they  ; 
quick  to  adapt  to  foreign  tastes,  £ 
they're  willing  to  sort  through  the  thic 
of  safety  standards  and  health  codes 
such  tough  markets  as  Japan  and  Gen 
ny.  "We  see  wide-open  blue  skies,"  S£ 
George  W.  Sanborn,  CEO  of  Sanborn  Inc 
Wrentham  (Mass.)  maker  of  centrifu 
equipment  used  in  pollution-control  effo: 
Sanborn  says  he's  counting  on  prospec 
Czechoslovakia  for  a  big  boost,  as  much| 
10%  of  an  estimated  $25  million  in  s; 
this  year. 

Many  abroad  can't  help  but  wonder: 
it  last?  Americans  have  a  record  of  expi 
ing  when  it's  easy,  then  retreating  wi 
conditions  shift.  These  new  exporters,  h 
ever,  have  a  feel  of  pen 
nence.  At  Vita-Mix,  for  ex; 
pie.  President  and  CEO  Grc 
Barnard,  who  learned  Russ| 
in  the  U.  S.  Army,  has  crea' 
a  corps  of  employees 
speak  German,  Spani 
French,  and  Arabic.  He  insi 
that  the  company's  culture 
being  transformed  from  t 
of  a  small  stay-at-home  t( 
global  player.  "We're  going 
be  thinking  that  we're  part  in- 
the  world,"  he  says. 

The  reason  is  simple. 
the  domestic  U.  S.  mar 
stagnant  and  competition  fr 
bigger  U.  S.  and  foreign  c( 
panics  intense,  it's  the 


way  to  stay  in  business, 
you  don't  go  overseas 
don't  know  what's  happen! 
you're  not  going  to  be  rei 
for  those  people  to  come  h 
and  work  you  over  in  yi 
backyard,"   says  Barnal 
"You  have  to  take  the  ba 
out  there."  More  and  mfS! 
Americans  across  the  he|i- 
land  are  taking  up  the  call. 

By  Will  icon  J.  Holstein  n 
Cleveland,  with  Kevin  Keliyn 
Chicago,  and  bureau  reportA  ■ 


HE 
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?miconducrors  •  Integrated  Circuits  •  Memories  •  COMPONENTS  •  Embedded  Controllers  •  Microprocessors  ■ 


11  n  ^^k|C  QTA  k.ir^A  D       The  %  symbol  represents  six  Sigmo^quQlilylfs 
n  El  v^IN  t  D  l/VlN  L^r\l\L^  o  st-arisricol  term  defining  a  path  to  perfection.  And 

ECOGNIZED  WORLDWIDE,  employees  throughout  the  world. 

>/e  hove  set  our  sights  extremely  high,  engaging  in  o  quest  for  perfection  thot  will  never  end. 
[  even  when  we  reach  Six  Sigma  quality  Because  we  believe  we  can  always  uncover  new  ways 
mprove  our  products.  Making  them  better  Producing  them  foster  Lowering  the  cost  to  the 
tomer  That's  the  essence  of  renewal.  It's  a  commitment  to  constantly  reevoluote  and  sharpen 
■  business  processes.  A  commitment  thot  allows  us  to  anticipate  solutions  to  product  and  service 
?ds.  Which  con  only  moke  our  customers  happier. 
\n6  that,  of  course,  means  the  world  to  Motorola, 
"or  more  information  about  the  principles  that  guide  us,  coll 
o  copy  of  "The  New  Truths  of  Quality"  ot  1-800-352-8062. 

otorolQ,  and  %  ore  trademarks  of  Moforolo.  Inc.  C' 1992  Motorolo.lnc  QuoUty  MeonS  The  World  To  UsJ 
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IS  ALASKA  BIG  ENOUGH 
FOR  THESE  TWO? 


Tiny  MarkAir's  fight  with  Alaska  Airlines  is  getting  bloody 


When  travelers 
talk  about  cut- 
throat competi- 
tion among  airlines,  Alaska 
is  not  a  market  that 
springs  to  mind.  But  re- 
cently, the  battle  for  pas- 
sengers in  the  cold  North 
has  become  red  hot — and 
nasty.  A  carrier  called 
MarkAir  Inc.  is  challeng- 
ing a  former  partner  and 
the  region's  dominant  car- 
rier, Alaska  Airlines  Inc., 
with  low  fares  that  threat- 
en Alaska  Airlines'  19-year 
streak  of  profits.  The  bat- 
tle is  raging  in  the  courts, 
too.  And  here's  more  spice 
for  the  drama:  MarkAir 
Chairman  Neil  Bergt,  a  pal 
of  Frank  A.  Lorenzo's,  re- 
tained the  former  Texas 
Air  Corp.  chairman  as  ad- 
viser for  a  public  offering. 

This  is  far  from  the  stan- 
dard David  vs.  Goliath  tale. 
True,  MarkAir,  a  cargo  air- 
line until  1984,  has  one- 
ninth  of  Alaska  Airlines' 
$1.1  billion  in  revenues  and 
nowhere  near  the  re- 
sources. But  there  are  bi- 
zarre twists:  Until  November,  the  pair 
enjoyed  a  cozy  relationship  that  helped 
both  pull  in  consistent  profits.  MarkAir 
was  able  to  keep  Alaska  Airlines  out  of 
certain  key  markets  as  it  fed  passengers 
to  the  larger  airline  at  Anchorage.  But 
last  fall,  Bergt  tried  to  sell  MarkAir  to 
Alaska  Airlines.  After  he  was  rejected, 
Bergt  declared  war,  plunging  MarkAir 
into  his  rival's  territory.  Alaska  Airlines 
terminated  the  joint  agreements. 
EASTWARD  HO.  MarkAir  entered  the 
prime  Anchorage-to-Seattle  market  in 
late  1991  with  a  flock  of  low  fares.  Com- 
petitors matched  them,  and  round-trip 
fares  of  $300  to  $900  plummeted  to  $200. 
Bergt  doubled  MarkAir's  jet  fleet,  to  12 
Boeing  737s.  And  MarkAir  added  jet  ser- 
vice to  cities  in  southeast  Alaska,  where 
Alaska  Airlines  had  had  a  monopoly. 
Now,  Bergt  is  weighing  a  new  wave  of 
expansion,  into  Oregon  and  California. 


BERCT  WAS 
SPURNED  IN  HIS 
EFFORTS  TO  SEIL 
MARKAIR 


That's  where  Lorenzo  comes  in.  Bergt 
needs  capital  and  felt  that  an  obscure 
carrier  such  as  his  would  have  trouble 
raising  it.  So  he  tapped  Lorenzo,  whom 
he  had  met  in  1981  while  running  West- 
ern Air  Lines  Inc.,  later  bought  by  Delta 
Air  Lines  Inc. 

Lorenzo's  Houston- 
based  consulting  firm. 
Savoy  Capital  Inc.,  re- 
viewed MarkAir's  busi- 
ness plan  and  won  Bergt 
introductions  on  Wall 
Street.  Lorenzo  says  his 
firm  isn't  investing  its 
own  money.  But  he  ar- 
gues that  MarkAir's 
prospects  are  good:  By 
offering  propeller-jet  ser- 
vice within  Alaska,  he 
says,  MarkAir  is  the 
"lifeblood  to  countless 
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small  communities."  And  its  recent 
pansion  brings  travelers  "options" — loi 
er   prices.    Numerous    sources  s 
Lorenzo  helped  line  up  Kidder,  Peabof 
&  Co.  to  underwrite  an  initial  public 
fering  for  about  $35  million. 

An  IPO  seems  chancy,  especially  sirj- 
the  current  chief  executive  would  like  jt  T 
be  elsewhere.  "I've  been  fighting  tl  I 
battle  all  my  life,  and  I'd  like  to  s 
out,"  says  Bergt.  "But  I'd  never  lea 
MarkAir  in  bad  hands."  With  Lorenzo 
the  wings,  the  possibilities  are  intri{ 
ing.  Lorenzo  says  his  own  role  is  stric 
advisory.  But  Robert  J.  Joedicke,  an 
line  specialist  at  Lehman  Brothers  Ir 
notes  that  Lorenzo's  Jet  Capital  Co: 
won  control  of  Texas  Air  20  years 
by  converting  consulting  fees  into  sto 
He  adds:  "Lorenzo  has  not  always  bi 
one  to  make  his  objectives  crystal  clea 
ARCTIC  FIESTA.  Whatever  Lorenzo's  u 
mate  role,  MarkAir  has  already  caus 
Alaska  Airlines  real  grief.  Investo 
fearful  of  the  price  war's  effects 
earnings,  are  backing  off,  and  Alas 
Airlines'  stock  has  fallen  18%,  to  aroi 
19,  from  its  high  in  January.  Nearlj 
third  of  Alaska  Airlines'  revenues  coi 
from  routes  now  served  by  MarkAir. 
cording  to  Zacks  Investment  Resear 
analysts  in  the  last  12  weeks  have  dov 
graded  earnings  estimates  by  28% 
$1.17  a  share  for  1992.  Prudential  Seci 
ties  Inc.  forecasts  a  loss. 

Alaska  Airlines  CEO  Raymond  J.  Vi 
declined  to  comment,  saying  he  is  til 
of  responding  to  Bergt.  His  airline 
responding  plenty,  pushing  into  Alask 
cities  where  MarkAir  once  enjoyed  a  r 
nopoly.  Despite  fare  wars,  it  has  mi 
tained  its  high  service  standard.  Rec( 
ly,  it  ballyhooed  its  new  service 
Barrow,  in  the  far  north  of  the  state,  _ 
throwing  a  Mexican  fiesta  for  the  ent^ 
town  of  2,500.  Still,  Vecci  has  said 
interviews  with  the  Anchorage  Da\ 
News  that  his  airline  has  weathered  cl 
lenges  before  and  will  weather  this  o] 
Analysts  agree,  but  some  note  that| 
low-cost  Southwest  Airlines  Co.  enti 
the  territory,  troub 
will  only  intensify. 

MarkAir's  own  futij 
is  certainly  open  to  qui 
tion.  Bergt  says  it  co 
survive  without  the  I). 
But  the  airline  has  btn 
selling  off  assets  to  r£l€ 
capital.  It  recently  sid 
two  large  cargo  plai'S 
for  an  estimated  $12  il- 
lion  to  $20  million.  M 
in  December,  the  airlje 
sold  and  leased  h'M  j 
three  hangars  witha 
state  authority,  gross^  ^ 
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SCHWAB  INTRODUCES 
AN  EASIER  WAY  TO  INVEST  IN 
THE  US.  STOCK  MARKET 


he  Schwab  1000  Fund 
offers  a  simple,  time-saving 
way  to  invest  in  America's 
1000  largest  companies. 

Now  you  can  participate  in  the  long-term 
performance  of  the  U.S.  stock  market 
without  investing  the  time  it  takes  to 
choose  individual  stocks.  I'm  pleased 
to  offer  you  this  low-cost,  convenient 
way  to  effectively  diversify  your 
investments. 

Take  advantage  of  the  strength  and 
dynamic  growth  of  the  U.  S,  market. 

For  the  past  20  years,  the  market  has 
outperformed  most  other  investments, 
including  individually  selected  stock 
portfolios.'  That's  why  one  quarter  of  all 
U.S.  institutional  assets— more  than 
$280  billion— are  indexed  to  match  the 
market's  performance.' 

The  Schwab  1000  Fund  is  designed  to 
match  the  performance  of  the  U.S. 
stock  market  by  mirroring  the  Schwab 
1000  Index.™  The  Index  is  comprised 

"I  created  the  Schwab  1000  Fund  for 
investors  who  believe  in  the  long-term 
growth  potential  of  U.S.  companies,  but 
don't  always  have  the  time  to  select 
stocks  or  know  which  ones  to  pick" 


Schwab  1000  Fund" 

of  America's  1,000  largest  companies- 
representing  approximately  90%  of  the 
total  U.S.  equity  market.'  Unlike  other 
popular  indexes,  the  Schwab  1000  Index 
combines  the  performance  of  established 
blue  chip  companies  and  smaller  companies 
positioned  for  growth. 

Broad  diversification  for  just  $1,000. 

With  a  low  minimum  initial  investment, 
you  achieve  broad  diversification  by 
effectively  investing  in  1,000  companies. 

Management  fees  waived  until 
April  2, 1992. 

Schwab  is  waiving  its  full  management 
fee  and  paying  all  of  the  Fund's  other 
operating  expenses  through  April  2, 1992. 

"It's  an  easy  way  to  diversify 
your  investments  and  take 
advantage  of  the  performance  of 
the  U.S.  stock  market,  particularly 
if  you're  new  to  investing." 


Lower  costs  help  maximize 
your  return. 

Even  without  the  waiver  of  fees  and 
expenses,  the  overall  expenses  for  the 
Schwab  1000  Fund  should  be  lower  than 
those  of  traditional  actively  managed 
equity  funds. 

And  you  pay  no  sales  charge  to  invest 
in  the  Schwab  1000  Fund.  Shareholders 
who  redeem  within  6  months  of  purchase 
will  pay  the  Fund  a  redemption  fee  of 
V2  of  1%  to  offset  costs  generated  by 
short-term  traders. 

For  more  information  contact  your 
local  Schwab  office  or  call: 

1-800-442-5111  Ext.  328 

Ask  for  a  prospectus  containing  more 
complete  information  and  read  it  carefully 
before  investing. 

Call  now  for  your  free  copy  of 
Indexing  for  the  Independent  Investor. 

SchwabFunds" 


"Join  me  as  an  investor  in  the 
Schwab  1000  Rind ." 


The  Schwab  1000  Fund  is  a  long-term  equity  fund.  The  principal  value  and  investment  returns  will  fluctuate  so  that  an  investor's 
shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 

1.  Past  performance  does  not  indicate  future  performance  2.  The  Economist.  Index  Funds.  A  Moving  .Average.  August  11. 1990,  p.  74.  3.  The  Schwab  1000  Index  does  not  include  privately 

held  companies,  investment  companies  and  companies  incorporated  outside  the  U.S. 
  Member  SIPC/New  York  Slock  Exchange.  Inc.  ici1992 Charles  Schwaband  Co  .  Inc.  All  Rights  Reserved 
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$5.8  million.  Scott  Hamilton,  editor  of 
Commercial  Aviation  Report,  says 
that  given  MarkAir's  inevitable  losses  on 
developing  new  markets,  "they  would 
have  to  do  something  to  generate  fresh 
cash."  As  for  an  IPO,  "I  certainly 
wouldn't  want  to  invest  in  the  carrier 
that's  going  up  against  the  competition 
MarkAir  is  going  against."  That  now  in- 
cludes United  Airlines  and  Delta. 

Bergt  argues  his  advantage  is  in 
MarkAir's  low  costs.  "Alaska  Airlines  is 
an  old  dinosaur,"  he  says.  "They  let 
their  costs  run  amok."  MarkAir's  costs 
approach  those  of  superefficient  South- 
west Airlines,  Bergt  claims,  and  Mark- 
Air's strategy  is  the  same:  "If  you  get 
air  transportation  down  cheap  enough, 
people  will  travel.  It's  a  matter  of  run- 
ning a  thinner,  leaner  airline." 

Bergt,  56,  has  spent  two  decades  try- 
ing to  do  just  that.  Reared  in  Alaska,  he 
got  his  start  flying  propeller  planes  to 
the  state's  rural  villages  for  cargo  air- 
line Alaska  Inter- 
national Air  Inc. 
Bergt  took  the  car- 
rier private  in  1979 
in  a  leveraged 
buyout.  The  compa- 
ny flourished  by 
transporting  con- 
struction materials 
for  oil  exploration. 
Bergt  moved  brief- 
ly into  the  national 
aviation  spotlight 
in  1981  when  he  be- 
came CEO  at  West- 
but  he  left 
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within  17  months. 

He  returned  to  Alaska  International 
and  began  expanding  into  the  more 
promising  passenger  business,  renaming 
the  carrier  MarkAir.  Initially,  its  chief 
competition  was  Alaska  Airlines.  But  in 
1986,  Bergt  worked  out  the  marketing 
agreements  with  Alaska  Airlines  that 
made  in-state  fare  wars  between  the  two 
a  rarity.  MarkAir  also  purchased  a  com- 
muter airline,  sending  propeller  planes 
into  130  rural  Alaska  communities. 

Relations  between  the  two  deteriorat- 
ed last  fall.  Bergt  says  Alaska  Airlines 
changed  the  terms  of  agreements.  Vecci 
says  Bergt  never  complained.  But  by 
November,  lawsuits  were  flying.  Alaska 
Airlines  accused  MarkAir  of  stealing 
passengers.  MarkAir  alleged  antitrust 
violations. 

The  rivalry  shows  no  signs  of  cooling. 
MarkAir  is  continuing  its  low  fares 
through  the  summer  season.  Alaska  Air- 
lines will  likely  match  them.  It's  the  kind 
of  destructive  price  war  Lorenzo  could 
tell  both  carriers  all  about. 

By  Hal  Bernton  in  Afichorage,  Alaska, 
and  Andrea  Rothman  in  New  York 


MANAGEMENT  I 


THE  UGLY  MESS 

AT  WASTE  MANAGEMENT 


Its  'model'  plant  clearly  wasn't,  but  that's  about  all  that's  clear 


The  folks  at  Waste  Management 
Inc.  used  to  love  showing  off  their 
Chicago  incinerator  as  a  model  for 
safe  disposal  of  hazardous  waste.  Oper- 
ated by  WMl's  Chemical  Waste  Manage- 
ment Inc.  subsidiary,  the  nation's  largest 
commercial  incinerator  was  so  techno- 
logically advanced  that  it  was  then  one 
of  only  three  facilities  in  the  U.  S.  per- 
mitted to  burn  cancer-causing  PCBs.  Bus- 
loads of  analysts,  customers,  and  even 
schoolchildren  regularly  toured  the 
plant,  located  just  an  hour  away  from 
WMl's  Oak  Brook  (111.)  headquarters. 

That  pride  now  seems  badly  mis- 
placed. The  past  few  years  have  brought 
a  disturbing  series  of  allegations  and 
documented  instances  of  management, 
environmental,  and  worker-safety  prob- 
lems at  the  Chicago  incinerator  (table). 
In  January,  state  officials  launched  an 
investigation  into  possible  criminal  mis- 
conduct there.  And  a  state 
grand  jury  has  convened  to 
hear  evidence  of  deliberate 
mislabeling  of  up  to  100  bar- 
rels of  hazardous  waste  by 
a  supervisor,  according  to 
lawyers  involved  in  the  case. 
In  late  March,  Chemical 
Waste  Management  (CWM) 
said  it  would  suspend  opera- 
tions at  the  incinerator  and 
told  most  employees  they 
would  be  laid  off  in  May. 
TELLING  PATTERN?   In  the 

past,  WMI  Chairman  Dean  L. 
Buntrock — who  until  seven 
months  ago  was  also  chair- 
man of  CWM — has  blamed 
WMl's  many  regulatory  run- 
ins  on  managers  left  over 
from  companies  it  acquired. 
WMI  gained  control  of  the 
Chicago  plant  in  1984,  when 
it  bought  SCA  Services  Inc. 
But  problems  continued 
even  after  its  old  manage- 
ment was  tossed  out  in 
1988.  Some  local  officials  be- 
lieve the  trouble  lies  in 
WMl's  executive  suite. 
"When  you  see  this  kind  of 
pattern  [of  problems],  it 
tells  me  that  these  kinds  of 
things  are  approved  by  top- 


level  management,"  says  State  Rep^ 
sentative  Clem  Balanoff,  a  company 
ponent  whose  35th  District  includes 
plant.  The  plant's  managers,  as  well 
top  CMW  and  WMI  officials,  declined  to 
interviewed.  But  WMI  spokesman 
liam  J.  Plunkett  denies  that  company 
ficials  have  ever  approved  any  questic'i- 
able  or  criminal  activities.  | 

How  could  things  have  come  to  this 
Waste  Management's  showcase  plai^ 
Interviews  with  a  dozen  current  and  fi^ 
mer  incinerator  employees  and  an  ext 
sive  review  of  public  records  and  priv^ 
documents   suggest   some  possit 
causes:  The  decentralized  manageme 
style  of  the  $7.5  billion  parent  compal 
and  its  $1.4  billion  subsidiary  seems 
have  contributed  to  the  troubles,  as  d, 
the  pressure  that  headquarters  put  ■ 
plant  managers  to  achieve  high  profi|| 

Whatever  the  cause,  the  incinerated 


CENTER  OF  THE  STORM: 
THE  CHICAGO  FACILITY 
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THE  CORPOVpt 


ms  were  not  isolated  incidents, 
ompany  is  also  the  target  of  an 
ig  federal  criminal  investigation 
lleged  violations  of  procurement 
iNTTonmental  regulations  at  a  U.  S. 

Corps  of  Engineers  site.  Now, 

ability  to  expand  its  high-margin 
rator  business  will  depend  on 
er  it  can  assure  customers  that  it 
imply  with  environmental  laws, 
cerns  about  the  company's  record 

delay  or  block  plans  for  new 
ts.  Already,  the  issue  has  slowed 
attempt  to  build  a  nuclear-waste 
al  plant  in  Martinsville.  Ill,  where 
Is  have  demanded  all  of  WMi's  in- 

memos  on  the  Chicago  problems. 
,s  Indiana  reviews  cwm's  applica- 
)  expand  a  hazardous-waste  site, 
ate  is  taking  the  extreme  step  of 
its  Good  Character  Requirements 

make  CWM  list  all  major  ci\il  and 
istrative  complaints,  as  well  as  any 
al  complaints,  over  the  past  five 

Depending  on  what  it  finds,  Indi- 
m  deny  the  application  based  on 

"character."  Since  many  other 
have  similar  provisions,  this  could 
ito  a  nettlesome  issue  for  WMt. 
re's  little  douot  that  the  Chicago 
■ator's  troubles  have  helped  drag 
profits  at  both  cw.M  and  its  76^f 
',  WMI.  In  1991,  cwm's  profits 
;d  42.6%,  to  S100.8  million.  It  was 
St  earnings  decline  since  WMI  spun 
to  the  public  in  1986.  The  Chicago 


AN  EX- WORKER  SAYS 
THAT  WHILE  RAKING 
SLUDGE,  'MY  HANDS 
STARTED  BUBBLING' 


ATRAILOFTROUBU 


Chemical  Waste  Management  con- 
cedes to  regulators  that  pollution- 
equipment  was  deliberately  shut  off  at  its  Chi- 
irator  by  plant  operators  at  least  four  times 
.  In  addition,  it  acknowledges  that  cancer-caus- 
istes  were  fed  into  the  incinerator  at  rates  high- 
plant's  permit  allowed 


A  container  of  chemicals  explodes 
in  the  incinerator's  kiln.  CWM  later 
ay  $3.5  million  to  settle  EPA  charges  in  connec- 
e  explosion,  without  admitting  wrongdoing 


CWM  reveals  that  a  key  supervisor 
at  the  incinerator  put  phony  labels 
)0  barrels  of  toxic  waste  to  evade  safety  re- 
.  The  company  also  acknowledges  that  two 
□to  files  were  kept  on  the  inventory.  The  Illinois 
i  and  the  state  attorney  general  launch  a  crimi- 
lation  on  behalf  of  the  EPA 


CWM  says  it  wiH  suspend  operations 
and  tells  most  incinerator  employees 
I  laid  off  in  May 


DATA:  COURT  DOGMOnS.  BW 


plant  has  generated  no  revenue  since  a 
major  e.xplosion  13  months  ago,  and  it 
has  spent  several  million  dollars  on  test 
runs  to  meet  regulatoiy  requirements. 
Parent  WMi's  profits  fell  11.5^f  last  yeai*. 
to  S606.3  million. 

The  trouble  in  Chicago  began  in  1987, 
when  shift  supervisor  Jack  F.  Tursman 
was  fired  for  alleged  mishandling  of  a 
spill.  Tursman,  who  is  pursuing  a 
wrongful-discharge  suit  against  the  com- 
pany, claims  his  dismissal  was  in  retalia- 
tion for  alerting  the  parent  company  to 
possible  crimes  at  the  plant. 

Tursman  says  he  began  biweekly 
meetings  in  May.  1987,  with  David  "SI. 
Blomberg  to  discuss  problems  at  the 
plant.  A  member  of  his  church  and  the 
retired  assistant  to  Chairman  Buntrock, 
Blomberg  assured  him  that  an  internal 
investigation  was  under  way,  Tursman 
says.  But  it  was  only  after  he  was  fired 
and  then  threatened  to  go  public  that 
any  changes  were  made,  he  alleges. 
Says  Blomberg,  who  was  then  a  consul- 
tant to  the  company:  "I  did 
meet  with  Jack  at  a  local 
restaurant.  That's  true.  But 
I  just  don't  want  to  say  any 
more." 

Tursman's  allegations  are 
chilling.  Under  the  direction 
of  former  operations  man- 
ager Riad  "Ray"  Alkhatib, 
Tui"sman  says  he  was  or- 
dered to  "burn  as  much  as 
possible."  To  avoid  detec- 
tion, Tursman  says  Alkhatib 
told  control-room  employees 
to  disconnect  pollution-moni- 
toring devices.  Gary  Grego- 
lini,  the  chief  control-room 
operator  during  this  period, 
agrees  with  Tui-sman's  ac- 
count. Alkhatib,  whom  CWM 
says  it  fired  in  1988,  could 
not  be  located  for  comment. 
In  settling  Environmental 
Protection  Agency  charges 
stemming  from  Tursman's 
allegations.  CWM  told  regu- 
lators that  pollution  gauges 
had  been  turned  off  four 
times  in  1986  and  1987  and 
that  excess  PCB  waste  was 
fed  into  the  kiln  at  least 
once.  But  the  company  de- 
nied that  the  actions  were 
condoned  bv  managers. 


.\ccording  to  some  ex-employees,  the 
i  ressure  to  produce  profits  was  intense. 
Says  one  of  the  plant's  former  top  man- 
:;-:ei-s:  "The  attitude  was:  'I  don't  want 
to  know  how  you  do  it.  Just  keep  turn- 
ing in  the  results.' "  cwm's  fast  growth 
throughout  the  1980s  and  its  decentral- 
ized management  structure,  with  each 
facility  operating  as  its  own  profit  cen- 
ter, may  have  also  contributed  to  a  cli- 
mate where  such  problems  could  occur. 
There  was  so  much  turnover  at  the  plant 
and  corporate  level,  for  instance,  that  a 
common  joke  among  employees  went: 
"If  the  boss  calls,  get  his  name." 

Saving  money  was  paramount,  say  ex- 
employees.  Sometimes  they  were  even 
forced  to  skimp  on  such  items  as  gloves 
and  respirators.  "It  was  a  money  fac- 
tor," says  Gregolini.  "Corporate  said  we 
were  using  too  much  equipment."  Akhil 
G.  Desai,  a  former  process-water  techni- 
cian at  the  plant,  says  he  suffered  se- 
vere reactions  while  raking  chemical-lad- 
en sludge:  "All  of  a  sudden,  my  hands 
started  bubbling."  Desai  says  he  sug- 
gested ways  to  avoid  contact  with  the 
sludge,  such  as  shaking  it  in  a  mechani- 
cal hopper,  but  plant  managers  rejected 
his  ideas  because  of  cost.  Plunkett  says 
the  company  never  knowingly  compro- 
mised safety  for  profits  or  cost  savings. 
TOXIC  FUMES.  CWM  ti'ied  to  clean  house 
in  the  wake  of  Tursman's  charges, 
bringing  in  new  plant  management  and 
spending  millions  on  safety  features  in 
1988.  It  wasn't  enough.  Just  after  mid- 
night on  Feb.  13,  1991,  an  explosion 
rocked  the  incinerator,  releasing  toxic 
fumes.  Workei-s,  unsure  of  what  they 
were  handling,  had  fed  a  packet  contain- 
ing the  explosive  tetrazole  into  the  kiln. 
Almost  a  year  later,  after  agreeing  to 
S3.5  million  in  fines  over  the  incident 
without  admitting  any  wrongdoing,  CWM 
had  more  bad  news:  It  revealed  that  an 
employee  had  placed  phony  labels  on 
barrels  of  waste  to  keep  regulators  from 
discovering  them.  The  employee,  since 
dismissed,  says  that  he  mislabeled  noth- 
ing and  was  fired  for  whistleblowing. 

WMi's  Plunkett  denies  that  the  misla- 
beling was  directed  or  condoned  by  com- 
pany officials.  He  adds  that  CWM  told  the 
state  of  the  mislabeling,  as  required,  and 
is  cooperating  with  the  investigation. 
"Any  inquiry  will  show  that  the  compa- 
ny acted  responsibly,"  he  says. 

The  state  isn't  so  sure  about  that. 
"We  have  serious  concerns  about  the 
ability"  of  that  facility  with  current  per- 
sonnel to  operate  in  compliance  with  en- 
vironmental laws,"  says  Matthew  J. 
Dunn,  environmental  control  chief  at  the 
Illinois  Attorney  General's  office.  He 
adds:  "We'll  go  as  high  as  we  can"  to 
prosecute  wrongdoei-s.  For  cwM  and  WMI 
managers,  that  is  only  the  latest  in  a 
long  string  of  very  bad  news. 

By  Julia  Flynn  in  Chicago 
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THE  AMEX:  A  QUESTIONABLE 
SEAL  OF  APPROVAL 


Did  it  adequately  investigate  the  penny  stocks  it  is  now  listing? 


To  old-timers  on  Wall  Street,  the 
American  Stock  Exchange  is  the 
"Curb" — a  throwback  to  the  horse- 
and-buggy  era,  when  Amex  traders 
bought  and  sold  stocks  outdoors.  But 
over  the  years,  the  Amex  has  come 
light-years  from  its  open-air  origins, 
achieving  a  reputation  for  innovation 
that  has  been  reinforced  under  its  ag- 
gressive but  folksy  chairman,  James  R. 
Jones.  The  Amex  has  been  a  pioneer  in 
options  and  new  financial  instruments. 
But  the  former  Washington  heavy- 
weight has  been  unable  to  reverse  a 
somber  trend:  When  it  comes  to  another 
Amex  franchise,  secondary  stocks,  the 
exchange  is  left  in  the  dust  by  the 
NASDAQ  over-the-counter  market. 

Well,  the  Amex  is  fighting  back.  On 
Mar.  18,  the  exchange  inaugurated  with 
much  fanfare  an  Emerging  Company 
Marketplace  of  23  small  companies.  The 


ECM  companies  are  tiny  "penny  stocks," 
$30  million  in  average  market  cap,  but 
top-heavy  with  high-tech  innovators  in 
fields  that  range  from  cancer  therapy 
(Epigen  Inc.)  to  air-cooled  krypton  lasers 
(Ion  Laser  Technology  Inc.)  (table).  The 
companies  were  handpicked  by  a  "blue- 
ribbon  committee"  of  Amex  members 
and  money  managers,  and  screened  for 
quality  as  well  as  financial  soundness. 
Securities  &  Exchange  Commission 
filings  were  scrutinized,  Amex  staffers 
insist,  to  weed  out  companies  infected 
with  the  malady  that  has  plagued  the 
penny-stock  arena — regulatory  troubles. 
TRACK  RECORD.  The  result,  the  Amex 
boasted  in  one  ad,  is  an  amalgamation  of 
"some  of  the  best  companies  in  the  coun- 
try." Or  as  Jones  puts  it:  "We  want 
[ECM]  to  be  a  prestige  place  to  start" — an 
"incubator"  for  companies  on  the  way 
up.  Jones  bristles  at  criticism  of  the  ECM 


for  including  some  companies  that  orti-  . 
nated  as  "blind  pools"— shell  compar»:f,i 
that  are  frequently  subject  to  manipiMb 
tion  by  penny-stock  promoters.  "Thai  ■ 
an  unfair  swipe  at  some  very  dish; 
guished  people  who  served  on  the  lhmi\ 
ribbon]  committee,"  says  Jones.  M-4 
three  committee  members  who  wold 
speak  for  the  record — Bankers  Trust 
nior  Vice-President  William  J.  Newm| 
Prudential  Securities  Inc.  Managing 
rector  Alexander  C.  Schwartz  Jr., 
Beekman  Capital  Management  Presi 
Nedim  Hamarat — say  the  panel  wee- 
out  dubious  companies.  "Where  th| 
was  prior  wrongdoing  by  any  princi 
of  the  listed  companies,"  says  Schwaj 
"the  panel  in  almost  all  cases  took 
extremely  negative  view  and  disquali;M 
the  company."  I 
"Almost  all"?  Were  any  compaies 
with  regulatory  problems  allowed  to, si 


tas 


li 
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ECM?  The  answer  is  yes.  And  that 
questions  that  go  to  the  heart  of 
ew  Amex  marketplace,  because 
company  stocks  are  largely  sold  to 
'ry  investors,  who  are  wary  of 
stocks  because  of  past  abuses, 
examination  of  public  information 
5INESS  WEEK  indicates  that  one  of 
M  companies  recently  had  signifi- 
regulatory  troubles  that  were 
1  to  the  Amex.  The  chairman  of 
lother  ECM  company  has  blots  on 
5t  that  could  have  been — but  were 
asily  uncovered  by  the  Amex:  He 
xpelled  from  the  securities  indus- 

1974,  and  false  statements  con- 
g  his  academic  background  appear 
ipany  disclosures, 
track  record  of  two  little  compa- 
ould  usually  be  of 
consequence — ex- 
if  course,  to  their 
lolders.  But  the 
tory  pedigrees  of 
3n  Inc.  and  Can- 
eatment  Holdings 
Chairman  Law- 

Levinson  raise 
ing  questions 
the  adequacy  of 
;m  company-selec- 
•ocess: 

Iron  Inc.  This  Al- 
rque  (N.  M.)  com- 
which  is  develop- 

advanced  method 
king  printed  cir- 
iards,  is  the  sub- 
:  an  ongoing  SEC 
In  a  federal 
complaint  against 
mpany  by  the  SEC 
'pt.  26,  Printron  is 
bed  as  owing 
of  its  existence  to 
victed  felon  and 
red  New  Jersey 
ey  named  Karl  R. 

Jr.  Huber  was 
ted  in  1985  of  fil- 
ilse  tax  returns, 

1979,  he  was  found  guilty  of  con- 
y,  perjury,  mail  fraud,  racketeer- 
id  lying  to  a  government  agency, 
jrding  to  the  SEC  complaint,  whose 
tions  were  neither  admitted  nor 
.  by  the  company,  it  was  Huber's 

0  take  the  company  public,  and 
'  was  instrumental  in  the  hiring  of 
on  CEO  Eleanor  Schuler  and  a  di- 
,  Thomas  Beam,  who  is  the  compa- 
brmer  chief  financial  officer  and 
rer.  The  SEC  maintains  that  two 
nies  "associated"  with  Huber  re- 
in 1987  a  37%  stake  in  Printron, 

)0  shares,  for  7$  a  share,  or 
0.  With  Printron  shares  now  trad- 

1  the  ECM  at  $9,  that  stock  is  now 
$1.1  million. 

SEC's  beef  with  Printron  was  not 


that  Huber  was  intimately  involved  with 
the  company — but  that  his  involvement 
was  not  disclosed  to  shareholders.  To 
settle  the  charges,  Schuler  and  Printron 
agreed  last  September  to  refrain  from 
future  violations  of  SEC  reporting  re- 
quirements. "We  were  assured  by  the 
Amex  staff  that  the  issue  had  been  re- 
solved," notes  panel  member  Hamarat. 

But  Printron's  troubles  aren't  over. 
The  SEC  is  continuing  an  inquiry  into 
similar  allegations  concerning  Printron 
directors  Clifford  Lloyd  and  Beam,  nei- 
ther of  whom  could  be  reached  for  com- 
ment. Printron  corporate  secretary  Val- 
erie Winters  says  that  settlement  talks 
are  under  way,  and  Schuler,  who  says 
that  she  was  aware  of  Huber's  criminal 
record,  notes  that  Huber  is  no  longer 


THE  AMEX'S  NEW  LIST  OF  EMERGING  COMPANIES 

ADVANCED  PHOTONIX 

Light  and  radiation  detection  devices 

NORTH  COAST  ENERGY 

Oil  and  gas  drilling 

AlTdtl,:-  ,1 

Oil  and  gas  exploration  and  development 

.: ,     .  .1  ::"^eht! 

Electronic  sensing  devices 

HI' 

Jewelry  and  bull 

on  products 

ocfc'.M               .  ir..-: 

Imports  and  distributes  eyeglass  frames 

tv    ■       ■  .,: 

Designs  and  markets  softv/are  systems 

PNF  INDUSTRIES 

Fire-retardant  ceramic  coating  products 

CANCER  TRIATMENT  HOIOINGS 

Radiation  therapy  centers 

PRINTRON 

Printed-circuit  board  technology 

cc;    •  '.^       .   ^ 

Telephone  caller-identification  products 

PRU,.-....:: 1  :.-:,:.iioGiES- 

Dental  instruments  and  fluoride  products 

D> 

Simulator  training  systems 

,„       -  ,  ^    ^  ^ 

Real  estate  development  and  construction 

EP. 

Developing  cancer-treatment  products 

THREE-FIVE  SYSTEMS 

Diodes  and  liquid-crystal  d 

isplays 

INTERTEL  COMMUNICATIONS 

Telecommunications  services 

TOP  SOURCE 

Develops  and  markets  outo  technologies 

lOHlASER  TECHNOLOGY 

Medical  laser  technology 

TOPOX 

Products  for  skin  disorders 

MEDIA  LOGIC 

Test  equipment  for  disk-drive  makers 

UNIQUE  MOBILITY 

Developing  brushless  electric  motors 

Medical  products  that  use  phone  lines 

DATA:  COMPANY  REPORTS 

employed  by  the  company.  "There  were 
no  victims,"  says  Schuler.  "No  share- 
holders were  harmed."  An  Amex  spokes- 
person would  not  comment  on  Printron, 
"because  of  the  regulatory  nature"  of 
the  matter. 

■  Cancer  Treatment  Heldings  Inc.  This 

Fort  Lauderdale  (Fla.)  company  runs  ra- 
diation-therapy centers,  mainly  in  Flori- 
da. Its  chairman  is  Lawrence  Levinson, 
who  in  1974  consented  to  an  SEC-ob- 
tained  court  order  banning  him  from  the 
securities  industry  for  life.  "I  voluntarily 
turned  my  license  in  because  I  had  a  net 
capital  violation,"  says  Levinson.  "Did  I 
do  anything  wrong  morally  or  ethically? 
No."  But  the  SEC  alleged,  and  Levinson 
neither  admitted  nor  denied,  that  he 
"willfully  violated"  the  antifraud  provi- 


sions of  the  securities  laws  in  connection 
with  the  sale  of  unregistered  stock — in 
addition  to  net  capital  violations  by  a 
defunct  securities  firm  headed  by 
Levinson,  Quodar  Equities  Ltd. 

Levinson's  1974  troubles  did  not  have 
to  appear  in  Cancer  Treatment  docu- 
ments because  they  were  more  than  five 
years  old.  But  the  CTI  prospectus,  filed 
with  the  SEC  in  1988,  was  equally  notable 
for  what  it  did  contain.  It  described 
Levinson  as  a  certified  financial  planner 
since  1981  who  holds  a  PhD  in  pharma- 
cology from  Columbia  University  and  a 
"master's  equivalent  degree"  in  pharma- 
cology from  the  Brooklyn  College  of 
Pharmacy — all  of  which  is  denied  by  Co- 
lumbia, Long  Island  University  (succes- 
sor to  the  Brooklyn  College  of  Pharma- 
cy), and  the 
International  Board  of 
Standards  &  Practices 
for  Certified  Financial 
Planners,  which  says 
that  Levinson  was  nev- 
er a  CFP. 

Recent  corporate 
filings  have  not  repeat- 
ed— nor  retracted — the 
statements  in  the  1988 
prospectus,  but  in  the 
1991  fiscal  year  annual 
report,  the  chairman  is 
described  in  a  photo 
caption  as  "Lawrence 
Levinson,  PhD." 

Levinson  insists  that 
he  was  a  CFP  in  the  mid- 
1980s  and  that  he 
earned  41  credits  to- 
ward a  master's.  He  de- 
scribes the  Columbia 
PhD  notation  as  a  "mis- 
take" and  says  that  he 
has  a  mail-order  PhD 
from  a  now-defunct  in- 
stitution. "I  never  mis- 
represented anything," 
says  Levinson.  "I  have 
a  PhD.  Is  it  a  meaning- 
less PhD?  Probably."  In 
any  event,  Levinson  maintains,  the  ques- 
tion is  moot.  "People  invested  in  a  con- 
cept, an  idea,"  he  says. 

Amex  officials  say  they  were  unaware 
of  Levinson's  background — a  history 
that  Schwartz  maintains  would  have  dis- 
qualified a  company  from  inclusion  in 
the  ECM.  "Those  kinds  of  things  hopeful- 
ly were  screened  out  by  the  staff,"  says 
Hamarat.  But  they  weren't.  And  unless 
the  Amex  repairs  the  holes  in  its  screen- 
ing procedures,  the  exchange  will  allow 
a  pall  to  be  cast  over  the  ECM  companies 
that  have  unblemished  records — and 
may  truly  be  among  the  "nation's  best 
companies." 

By  Gary  Weiss  in  New  York,  Gail 
DeGeorge  in  Fort  Lauderdale,  Fla.,  and 
David  Greising  in  Chicago 
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MUTUAL  FUNDS  I 


SUDDENLY,  THE  PASSWORD 
IS  'VALUE' 


Mutual  funds  that  bet  on  an  upturn  are  rising  with  the  economy 


Some  18  months  ago,  Robert 
Martorelli  watched  in  amazement 
as  recession-wary  mutual-fund 
managers  flocked  to  supergrowth  stocks 
such  as  Amgen,  The  Gap,  and  Home 
Depot  that  could  prosper  in  a  sick  econo- 
my. "We  saw  incredible  values  as  people 
threw  away  stocks  that  didn't  have  earn- 
ings momentum,"  says  Martorelli,  who 
runs  the  $240  million  Merrill  Lynch 
Phoenix  Fund,  which  invests  in  unloved 
and  unwanted  companies.  So,  he  selected 
investments  "for  the  upturn" — and 
waited.  The  fund  logged  a  respectable 
379^  total  return  in  1991.  But  that  was 
far  behind  funds  that  had  loaded  up  with 
high-octane  growth  stocks. 

Now,  with  the  economic  recovery  in 
hand,  Martorelli's  patience  is  paying  off. 
His  fund  was  up  18.69%  for  the  first 
quarter  (through  Mar.  27),  the  best 
growth  fund  and  fifth-best  of  some  1,200 
equity  funds  tracked  by  Morningstar 
Inc.  Now,  it's  Martorelli  and  his 
unglamorous  stocks,  such  as  Anacomp, 
National  Semiconductor,  and  Navistar 
International,  that  are  looking  snazzy. 

The  eclipse  of  growth  stocks  by  eco- 
nomically sensitive  or  "value"  stocks 
was  the  most  dramatic  shift  in  a  market 
that,  on  the  surface,  looked  placid.  The 
Dow  was  up  about  29;,  the  Standard  & 
Poor's  500-stock  index  down  2.8%.  The 
average  U.  S.  diversified  equity  fund  nei- 


ther made  nor  lost  money.  That  may 
disappoint  those  who  piled  a  record  $14.2 
billion  into  equity  funds  in  the  first  two 
months — a  figure  that  could  easily  reach 
$20  billion  when  March  sales  are  tallied. 
Investors  tend  to  buy  last  year's  win- 
ners, and  those  who  picked  199rs  hot 
growth  funds  were  more  disappointed. 

The  move  away  from  high-growth 
stocks  was  evident  in  the  largest  funds: 
Twentieth  Century  Select  Investors,  a 
growth-stock  fund,  slid  7.29%  during  the 
quarter.  By  contrast,  the  Windsor  Fund, 
which  makes  big  bets  on  cyclical  compa- 
nies, delivered  a  4.52%  return  (table). 
Even  more  graphic  evidence:  The  quar- 
ter's top-performing  fund  specialized  in 
one  of  the  U.  S.'s  most  cyclical  indus- 
tries. Fidelity  Select  Automotive  Fund 
(table)  jumped  nearly  25%  on  the  rally  in 
auto  stocks.  The  fund's  assets  under 
management  exploded,  too,  going  from 
$2.4  million  at  yearend  to  $82  million  by 
the  end  of  March. 

ILL  HEALTH.  Health  care  funds,  previous- 
ly regarded  as  the  prescription  for  in- 
vestment success,  took  the  worst  drub- 
bing— an  average  loss  of  10.77%  for  the 
quarter.  Oppenheimer  Global  Bio-Tech, 
which  soared  121.1%  last  year  to  become 
the  best-performing  fund  of  all,  dropped 
13.82%.  Fidelity's  Biotechnology,  Health 
Care,  and  Medical  Delivery  sector  funds, 
all  among  last  year's  top  20,  have  taken 


ill,  too.  They're  taking  up  the  rear  ale  j 
with  the  long-suffering  Japanese  ai 
precious-metals  funds. 

Compared  with  the  health  care  funo, 
the  diversified  growth-stock  funds  tit 
led  the  charge  last  vear  just  have  ti 
sniffles.  Of  1991's  top  10  growth  fun(i 
six  are  in  the  red  so  far  this  year.  St;, 
the  worst  of  the  lot,  the  Janus  Twerjr 
Fund,  was  down  just  7.94%  in  1993- 
hardly  a  serious  stumble  after  lit 
year's  63.9%  climb.  [ 

Not  all  of  last  year's  leaders  were  k 
throned.  Financial  specialty  funds,  t 
instance,  are  still  riding  high.  In  19(, 
financial-services  companies  rallti 
mightily  as  interest  rates  dropped  dj- 
matically.  Although  interest  rates  £ 
creeping  up  this  year,  the  finanal 
funds  are  still  eking  out  gains.  Thas 
because  investors  now  figure  that  bars 
and  thrifts,  heavily  represented  in  th(e 
funds,  have  the  worst  of  their  \osk 
behind  them.  Strength  in  the  finand 
sector  is  also  bolstering  more  diversifd 
funds  with  major  holdings  in  finand 
companies.  "Finance  stocks  are  imp-- 
tant  for  us,"  says  Heiko  Thieme,  man.;- 
er  of  the  American  Heritage  Fund,  ce 
of  the  few  1991  leaders  that  is  still  lel- 
ing.  His  fund  reaped  about  a  third  of  s 
16.67%  return  from  financial  stocks. 

Small-company  funds,  whirlwinds  n 
1991,  are  still  making  gains.  But  amcg 
funds  that  invest  in  small  stocks,  the 
was  a  changing  of  the  guard,  too.  Aga, 
high-growth  has  been  giving  way  to  ^l- 
ue  issues  with  rock-solid  fundamenta. 

A  typical  example:  Last  year's  red-rt 
Montgomery  Small  Cap  Fund,  whh 
built  a  stellar  98.7%  return  with  shred 
investments  in  high-growth  emergg 
companies,  is  off  5%.  Now  the  leadg 
small-company  fund  is  the  more  so?r 
Heartland  Value  Fund,  up  19.74%.  Le 
Merrill  Lvnch  Phoenix,  Heartland  kit 
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HOW  THE  BIG  lUHDS  PERFORMED 

Group 

Total* 

Group 

Total*  I 

Fund 

Assets** 

Total* 

return 

return  f 

Billions 

return 

SPECIALTY-FINANCIAL 

6.49% 

ASSET  ALLOCATION 

-1.20  j 

FIDELITY  MAGELLAN 

$19.3 

-0.50% 

SPECIALTY-MISCELLANEOUS 

3.33 

BALANCED 

-1.25  1 

INVESTMENT  COMPANY  OF  AMERICA 

10.5 

-2.18 

SMALL  COMPANY 

2.85 

SPECIALTY-NATURAL  RESOURCES 

-2.20  1 

WASHINGTON  MUTUAL  INVESTORS 

8.2 

1.45 

MAXIMUM  GROWTH 

1.67 

INTERNATIONAL  STOCK 

-2.30  I 

WINDSOR 

7.8 

4.52 

SPECIALTY-TECHNOLOGY 

1.63 

SPECIALTY-UTILITIES 

-4.34  S 

FIDELITY  PURITAN 

5.1 

3.10 

OPTION  ENHANCED 

0.86 

SPECIALTY-PRECIOUS  METALS 

-7.88  1 

t    TWENTIETH  CENTURY  SELECT  INVESTORS 

4.6 

-7.29 

INCOME 

0.40 

SPECIALTY-HEALTH  CARE 

-10.77  ! 

FIDELITY  EQUITY-INCOME 

4.4 

2.66 

EQUITY-INCOME 

-0.11 

U.S.  DIVERSIFIED  EQUITY 

0.01  i 

VANGUARD  INDEX  500 

4.3 

-3.02 

GROWTH 

-0.61 

EQUITY  FUNDS 

-0.69  j 

AMERICAN  MUTUAL 

4.3 

-1.38  , 

GROWTH  &  INCOME 

-0.66 

S&P  500  INDEX 

-2.78  1 

TEMPLETON  WORLD 

4.2 

0.00  j 

*  A  ".creciotion  plus  reinvested  div 

dends  and  cop 

tal  gams,  Jan   I  through  Mor.  27,  1992 

**AsofDec.31.  199j 
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with  its  peer  group  last  year,  but  it 
/  broke  away  from  the  pack  in  Jan- 
Like  Phoenix,  it  invests  in  compa- 
with  good  fundamentals  that  are 
f  favor  with  investors.  They  include 
anies  in  prosaic  businesses,  such  as 

parts  and  small-town  banking, 
1  are  cheap  by  most  investment 
sticks.  Says  Heartland  portfolio 
ger  William  Nasgovitz:  "We  never 
I  stock  with  a  p-e  greater  than  10." 
IID.  Not  surprisingly,  other  top-per- 
ng  funds — Pioneer  CapiUil  Growth, 
)n  Enterprise,  and  Skyline  Special 
ies — also  practice  small-cap  value 
igies.  Even  more  telling  is  that  two 
unds,  Colonial  Small  Stock  Index, 
.09%,  and  the  dfa  U.  S.  9-10  Small 
any  Fund,  up  13.89%,  are  index 

that  buy  the  smallest-capitaliza- 
stocks.  Last  year,  they  under- 
rmed  the  average  small-company 

this  year,  they're  beating  all  but 
rhe  reason  is  that  most  small-cap 
gers  shoot  for  fast-growing,  lead- 
Ige  companies.  The  indexes,  on  the 

hand,  include  the  hundreds  of 
ane  small  companies  that  are  more 
dent  on  the  economy  for  growth. 

those  stocks,  longtime  laggards, 
ire  now  on  the  make, 
ile  managers  who  buy  Philip  Mor- 
s.  and  Exxon  Corp.  can  deploy  dol- 
asily,  it's  harder  for  those  who  in- 
n  small-company  stocks.  Informa- 
bout  the  companies  is  hard  to  find, 
le  stocks  are  often  illiquid.  That's 
he  Fidelity  Low-Priced  Stock  Fund, 

went  from  $200  million  in  assets 

0  million  in  just  seven  weeks,  shut 
ors  on  Mar.  9.  "We  need  time  to 
hat  money  to  work,"  said  Neal 
:k,  senior  vice-president  at  Fidelity. 

small-company  funds  that  closed 
f  the  quarter  include  Montgomery 

Cap  and  Babson  Enterprise, 
lough  the  first-quarter  perfor- 

1  derby  was  clearly  won  by  the 
al,  or  value-stock,  players,  the 
h-stock  portfolio  managers  have 
•ied  "uncle."  The  case  for  health 
tocks,  for  instance,  is  based  on  an 
population  and  new  medical  tech- 
es,  not  on  the  economy.  Should  the 
iry  prove  weak,  investors  could 
the  economically  sensitive  stocks 
sturn  to  reliable  growth  stocks — 
le  growth  funds  that  soared  in  re- 
ears  will  resume  their  flight. 
;stors  should  get  an  idea  of  which 
le  winds  are  blowing  when  compa- 
eport  first-quarter  profits  in  com- 
eeks.  If  the  cyclicals  are  still  not 
speed,  the  value  funds'  newfound 
ity  status  may  be  short-lived. 

/  Jeffrey  M.  Laderman  in  New  York 
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lAGGARDS 


Fidelity  Select  Automotive 

24.88% 

Strategic  Investments 

-23.47% 

Shermon  Deon 

22.99 

Strategic  Gold/ Minerals 

01  0/1 
-Z  1  .V4 

Heortland  Volue 

19.74 

Vanguard  IntI  Equity  Index  Pacific 

1  Q  ^fl 
-  ItJ.Do 

G.T.  Lotin  Americo  Growth 

19.59 

DFA  Japanese  Small  Company 

1  7  0*3 
-  I  /  .OO 

Merrill  Lynch  Phoenix  A 

18.69 

G.T.  Jopan  Growth 

1  A  AQ 
—  1  0.4Y 

Pioneer  Capitol  Growth 

17.34 

Fidelity  Select  Biotechnology 

-16.47 

Americon  Heritage 

16.67 

Japan 

-I  J.  13 

Colonial  Small  Stock  Index 

16  09 

Oppenheimer  Global  Bio-Tech 

-  \6.oZ 

Merrill  Lynch  Latin  America  B 

15.41 

uiiiicu  jcrviccs  uoiQ  jiiares 

-  I0.4D 

Prudent  Speculator  Leveroged 

14.75 

Pinpiitu  ^oloAt  Monlth  C nra 

riuciiiy  jcftrLi  ncuiili  \.urc 

—  1  o .  U  V 

P*J_l'i_       **       1          iff*                         o  ^ 

Fidelity  Select  Software  &  Computer 

14.21 

Putnam  Health  Sciences 

-12.09 

Fidelity  Select  Savings  &  Loan 

14.13 

KJY  1  Ifo  Inctlti itirtni^l  PACE  In/Jov 

1^  1  Liic  iMdiiiuiiunai  cMrc  inuex 

-  1  Z.U4 

DFA  U.S.  9-10  Small  Company 

13.89 

Nomura  Pacific  Basin 

1  1  OQ 

-  1  1  .70 

Babson  Enterprise 

13.67 

Benham  Gold  Eguities  Index 

1  1  OA 

-  1  1  .o4 

Parnassus 

13.47 

rrl^hACn  Intornntinrt/il  Pniiitv 

r  rMivi\.u  iiiici  MUliunui  cuuiiy 

1  1  AO 

-  1  1 .0/ 

Ookmark 

12.90 

USF&G  Axe  Core  International  ADR 

-11.62 

Skyline  Special  Equities 

12.79 

11  A7 

—  1  1 .4/ 

Fidelity  Select  Regional  Bonks 

12.73 

G  T  Glohnl  Hpnith  fnrp 

1  1  AA 
—  1  1 .40 

FAM  Value 

12.45 

rinnnfinl  ^trntonir  Fnctmu 
riiiuiiLiui  jiiuicuiL  ciitriuy 

1  1  QO 

—  1  1  .07 

Freedom  Regional  Bank  B 

12.30 

Hiintinn'tAn  r"PI  J_ 
nuiiiiiiyiuil  \,ri  -~\- 

11  1  fl 

Bull  &  Bear  Special  Equities 

12.13 

Financial  Strategic  Pacific  Basin 

-10.82 

Fidelity  Select  Paper  &  Forest  Prod. 

12.12 

rinnnnn!  Strntontr  Monlth  ^rian/'oc 
riiiuii^iui  jiiuic^lL  ntrUHIi  jLlcllCc^ 

in  70 

Fidelity  Low-Priced  Stock 

1 1  QS 

1  1  .  7  J 

Blanchord  Precious  Metals 

-10.51 

Tronsamerica  Capital  Appreciation 

1 1.77 

United  Science  &  Energy 

in  oc 

Maxus  Equity 

1 1 .74 

USAA  Mutual  Aggressive  Growth 

O  CO 
-7. DO 

FPA  Capital 

11.67 

Von  Eck  International  Investors 

-9.57 

Fidelity  Capitol  Appreciation 

10.70 

Alnor*  Rmnil  1  nntirtitTrtf'mn 

Mi^ci  jiiiuii  ^upiiuii^uiiun 

0  ^.A 
-  7.D4 

Quest  For  Value  Small  Capitalization 

10.43 

fhnrtpr  fnnitnl  Rliio  ^hi'n  (^rnvArth 

—  7.D4 

Regis  Small  Company 

10.27 

Fidelity  Select  Medical  Delivery 

-y.4u 

T.  Rowe  Price  Smoll-Cap  Value 

10.22 

nuciiiy  ruciiiL  Dusin 

0  OQ 

Shadow  Stock 
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Retirement  Planning  Equity 
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Kemper  Diversified  Income 
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IDEX  3 

0  1  A 
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Kemper  Investment  Port.  Divers.  Inc. 
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Boston  Company  International 
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Fidelity  Select  Construction /Housing 
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Sheorson  Telecommunications  Income 
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Fidelity  Select  Financial  Services 
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Merrill  Lynch  Developing  Capital  Mkt. 
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Northeast  Investors  Growth 
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lAI  Value 
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Neuberger /  Bermon  Genesis 
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First  Eagle  Fund  of  America 

9.28 

Merrill  Lynch  Pacific  A 

-8.48 

Gobelli  Value 

9,28 

Financial  Strategic  Gold 

-8.45 

Evergreen  Limited  Market 

9.26 

New  England  Growth 

-8.40 

Fidelity  Select  Computers 

9.25 

Fidelity  Select  American  Gold 

-8.38 

Gintel  Capital  Appreciation 

9.10 

Financial  International  Growth 
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Thomson  Opportunity  B 

9.01 

Lexington  Technical  Strategy 

-8.26 

Fidelity  Select  Retailing 

8.79 

Fidelity  Select  Precious  Metols/Min. 
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Prudential  Growth  Opportunity  B 

8.78 

Sheorson  International 

-8.18 

Franklin  Corporate  Qualified  Dividend 

8.50 

Lexington  Goldfund 
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Acorn 

8.35 

Scudder  Gold 

-8.09 

Fidelity  Select  Electronics 

8.30 
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FIRST  CHICAGO: 
A  BANK  YOU  CAN 
BANK  ON? 


When  money  manager  Ed 
Walczak  buys  into  a  bank, 
big  investors  take  heed.  As 
the  chief  investment  officer  in  the  U.  S. 
of  a  Swiss  bank,  Vontobel,  with  assets 
of  $17  bilHon,  Walczak  has  an  expert's 
eye.  So  when  he  recently  started  buy- 
ing shares  of  First  Chicago  at  28,  a 
number  of  money  managers  unhesitat- 
ingly followed  suit. 

Walczak  hasn't  been  too  impressed 
with  New  York  money-center  banks, 
although  their  shares  have  staged  a 
sharp  comeback  this  year.  He  suspects 
many  still  face  big  financial  problems. 
But  First  Chicago,  parent  of  First  Na- 
tional Bank  of  Chicago,  the  nation's 
llth-largest  bank,  "has  the  makings  of 
becoming  a  big  winner,"  says  Walczak. 
ASSET-RICH.  Apart  from  having  a 
strong  balance  sheet  and  undervalued 
hidden  assets,  First  Chicago  is  a  com- 
pelling takeover  target  in  an  industry 
that's  still  in  the  process  of  consolida- 
tion, argues  Walczak.  First  Chicago 
has  total  assets  of  $50  billion.  The  bulk 
of  earnings  comes  from  its  American 
National  Bank,  a  "superregional"  con- 
sisting of  a  $7  billion  credit-card  opera- 
tion and  a  branch  system  with  more 
than  100  locations  in  greater  Chicago. 

Analyst  Chris  Kotowski  of  Oppenhei- 
mer,  who  is  also  a  bull  on  First  Chica- 
go, thinks  it's  ripe  for  restructuring. 
It's  "among  the  most  asset-rich  compa- 
nies we  cover,  and  there  is  little  ques- 
tion that  the  sum  of  the  pieces  of  the 
company  is  worth  much  more  than  the 
current  market  capitalization  of  about 
$1.9  billion,"  he  says.  The  company's 
separable  assets  alone,  including  its 
credit-card  operations,  venture-capital 
portfolio,  and  American  National  Bank, 
are  worth  $2.1  billion  after  taxes,  or 
$20  a  share,  figures  Kotowski. 

Walczak  agrees  that  a  restructuring 
is  quite  likely.  He  believes  the  new 
management,  led  by  Chairman  and  CEO 
Richard  Thomas,  appears  committed  to 
a  major  restructuring  following  poor 
1991  results.  He  also  suspects  that  in 
the  short  term.  First  Chicago  will  opt 
to  spin  its  nonjierforming  loans  into  a 
new  company  or  undertake  some  kind 
of  merger  or  acc  uisition. 

Walczak  notes  that  First  Chicago's 
stock  is  trading  ;  t  about  77%  of  its 
"understated"  boo  :   value  of  35  a 


FIRST  CHICAGO: 
ACCRUING  GAINS 
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share.  He  figures  that  First  Chicago  is 
worth  37  to  44  a  share,  based  on  pro- 
jected earnings  of  $4  a  share  in  1993. 
Analyst  Kotowski  expects  earnings  of 
$2.65  a  share  this  year,  up  from  last 
year's  $1.15. 

Whispers  are  that  some  foreign 
banks,  including  a  big  Canadian  bank, 
are  eyeing  First  Chicago  as  a  buyout. 
One  big  investor  believes  that  Bank  of 
New  York,  which  acquired  Irving 
Trust  in  1988,  is  also  interested  in  First 
Chicago.  A  Bank  of  New  York  spokes- 
man said  the  company  is  always  seek- 
ing opportunities  to  expand  but 
wouldn't  comment  on  First  Chicago. 


TELECONCEPTS  MAY 
REINVENT  ITSELF 


For  a  company  that  posted  a  loss 
last  year  on  revenues  of  only  $2.6 
million,  TeleConcepts  has  been 
riding  high  of  late.  Shares  of  the  mak- 
er and  importer  of  telephones  and  tele- 
phone devices  zoomed  on  the  American 
Stock  Exchange  from  1  on  Feb.  3  to 
2%  on  Apr.  1.  What  gives? 

Two  things:  A  new  group  led  by 
Paul  Montle,  president  of  Montle  Inter- 
national, bought  a  controlling  interest 
in  TeleConcepts,  and  the  company  is 
said  to  be  poised  to  acquire  a  company 
called  Thermascan.  TeleConcepts  will 
then  spin  off  to  shareholders  its  tele- 
phone business  and  take  on  a  new 
name.  Viral  Testing  Systems,  whose 
stock  will  still  be  traded  on  the  Amex. 

So  what's  so  hot  about  Thermascan? 
The  company,  says  Montle,  has  the  ex- 
clusive license  to  market  in  the  U.  S. 
Fluorognost,  which,  he  explains,  is  an 
immunofluorescent  assay  test  to  detect 


human  immunodeficiency-  virus  Type 
commonly  called  HIV-1,  in  human  s, 
rum  or  plasma.  Detlev  Baurs-Kre 
Thermascan  chairman  and  CEO,  sa;; 
the  test  has  been  approved  by  the  Fo(' 
&  Drug  Administration  and  will  be  di-. 
tributed  in  late  April.  He  says  it  is  tlii 
first  "sufficiently  sensitive  and  specii| 
test  to  be  approved  by  the  FDA  as  bo| 
a  confirmation  and  screening  test  fv 
HIV."  The  standard  test,  called  Wesi'' 
ern  Blot,  takes  12  to  24  hours  to  pi, 
cess,  says  Baurs-Krey.  Fiuorogno) 
takes  90  minutes  and  can  be  performs 
in  a  doctor's  office,  he  says.  Bauift 
Krey  claims  an  accuracy  of  997f  i 
Dr.  Sharon  Geyer,  who  headed  ti 
FDA's  review  panel  for  the  test,  ssl 
studies  showed  that  the  sensitivity  | 
the  Fluorognost  test  was  equivalent  I 
those  of  the  Western  blot  and  the  stsff 
dard  ELIZA  blood-screening  test. 


■i 


SCURRYING  ABOARDLJ 
A  TANKER  COMPANYI 


Weak  demand  for  tankers  aj 
the  rising  cost  of  insuran^ 
and  ship  maintenance  ha? 
crimped  earnings  of  bulk  shippers,  h 
wonder  the  stock  of  OMI,  which  op'- 
ates  43  U.  S.  and  international-fl? 
bulk  vessels,  has  sunk  to  6  a  shte 
from  nearly  12  last  year.  Earnings  £e 
expected  to  drop  to  00$  this  year  fnn 
92$  last  year.  Next  year  won't  be 
bad,  but  earnings  are  still  expected  b 
be  lower  than  199rs  net. 

Yet  several  big  fund  managers  ip 
snapping  up  OMI  shares.  Here's  wit 
One  investor  believes  that  OMi's  c¥ 
rent  slump  presents  "a  classic  case| 
buying  opportunity  in  the  stocl" 
which  he  believes  is  worth  13  to  l^l 
share,  based  in  part  on  the  compani 
liquidation  value.  Analyst  Jim  Dowl 
of  Furman  Selz,  a  New  York  security 
firm,  says  OMI  has  undergone  "a  d»- 
matic  transformation."  He  notes  tlst 
under  CEO  Jack  Goldstein's  stewal- 
ship,  OMI  has  markedly  improved  16 
balance  sheet,  significantly  expancd 
its  fleet,  including  tankers,  and  sigid 
new  joint  ventures  with  reputable  l^ 
eign  and  U.  S.  shippers.  Through  s\| 
ventures  and  direct  ownership,  (| 
controls  22  international  vessels. 

OMI  plans  to  split  the  company  ii 
separate  domestic  and  internatiol 
companies  and  then  sell  either  51%l 
the  foreign  company  to  another  comj 
ny  or  sell  a  part  of  it  to  the  public, 
investor,  who  expects  the  split  to  oc 
this  year,  believes  such  a  move 
boost  OMl's  stock. 
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EVERY  INVESTOR  SHOULD  CONSIDER  STOCKS 


v 


How  Fidelity's 
Magellan  Fund 
Can  Help  You  Meet 
Your  Long-Term  Goals 


36.80% 


Stocks... 
A  Part  of  Your 
Long-Term  Plan 

Today,  investors  know  that 
long-term  growth  potential  is  an 
important  component  of  a  diver- 
sified, well-balanced  portfolio. 
But  choosing  the  right  stock  fund 
is  not  easy.  The  market's  daily  ups 
and  downs  mean  not  only  higher 
potential  rewards,  but  greater 
risks  to  your  principal  as  well. 

If  you  are  pursuing  long- 
term  goals,  like  saving  for  retirement,  you  should 
consider  stocks  as  a  part  of  your  plan.  Why?  Histori- 
cally, stocks  have  outperformed  not  only  other 
types  of  investments,  but  inflation  as  well. ' 


Magellan  has  Consistently 
Outperformed  the  Market 


Magellan 
I  |S&P500 


1Year 


Average  Annual 
1-,  5-,  and  10 


5  Year       10  Year 

Returns* 

year  periods  ended  1 2/31/91 . 


willing  to  accept 
fund  investment, 
long-term  goals. 


1991  Results 
Show. .  .A  Tradition 
of  Strong  Growth 

Over  the  past  one-, 
five-and  ten-year  periods,  Fidelity 
Magellan  Fund  has  consis- 
tentlv  outperformed  the  S&P 
SCO."  Magellan  searches  out 
stocks  of  the  best  companies, 
large  or  small,  at  home  and 
abroad.  Of  c(xirse,  past  perfor- 
mance is  no  guarantee  of 
future  results.  But  if  you're 
the  risks  that  are  a  part  of  any  stock 
Magellan  can  help  vou  pursue  vour 
Minimum  $2,500;  $500  for  IRAs. 


Find  out  more  about  how  you  can  take  a  common  sense  approach  to  stock  investing  with  Magellan 
Fund,  it  may  be  an  ideal  choice  for  your  IRA.  Share  price  and  return  will  vary  and  you  may  have  a  gain  or  loss 
when  you  sell  your  shares. 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


FideHly 


Investments 


Common  sense.  Uncommon  results. 

For  more  complete  information  including  charges  and  expenses,  call  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  monev.  Fidelity 
Distributors  Corporation.  'Source:  Ibbotson  Associates,  Chicago,  IL.  'Returns  for  the  S&P  500'",  an  urimanaged  index  of  common  .stock  prices,  reflect 
reinvestment  of  dividends.  *Fund  total  returns  are  historical  and  include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains  and  the 
effect  of  the  Fund's  y\  sales  charge.  Magellan's  portfolio  manager  changed  6/1/90.  CODE:  BW/MAG/041392 
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TELECOMMUNICATIONS  I 


ROME  TO  BONN 
VIA  NEW  JERSEY 

A  gnat  called  IDT  is  biting  monopolies  overseas 


A 


visit  to  the  headquarters  of 
Howard  S.  Jonas'  discount  tele- 
,  phone  company  doesn't  inspire 
awe.  It's  in  a  former  funeral  home  in  the 
East  Bronx,  upstairs  where  the  morti- 
cian's family  lived.  Thread  your  way  be- 
tween the  mismatched  metal  desks, 
wires,  and  personal  computers,  and  you 
can  find  Jonas'  high  school  debating 
team  trophies. 

Don't  be  deceived  by  the  low-budget 
digs.  Jonas'  International  Discount  Tele- 
communications Corp.  may  be  tiny,  but 
it  has  earned  renown — make  that  notori- 
ety— in  the  global  long-distance  busi- 
ness. Just  look  at  his  clippings  from  Eu- 
ropean newspapers.  The  German  and 
Norwegian  authorities  are  deeply  con- 
cerned about  him.  In  Spain,  the  state- 
owned  phone  company,  Telefonica,  de- 
nounces    his     company's  discount 
strategy.  And  in  France,  where  Jonas' 
reps  told  executives  how  to  save  money 
by  skirting  France  Telecom's  monopoly, 
a  headline  in  one  newspaper  blares: 
"The  minister  of  the  PTT  is  furious!" 
FREE-FOR-ALL.  Jonas,  a  35-year-old  father 
of  five  who  also  publishes  hotel  bro- 
chures, is  throwing  a  harsh  spotlight  on 
something  that  foreign  phone  monopo- 
lies would  rather  leave  in  the  dark. 
State-owned  phone  companies  in  some 
parts  of  the  world— Italy,  for  example — 
charge   three   times  as 
much  for  a  U.  S. -bound  call 
as  U.  S.  carriers  such  as 
AT&T,   MCI,    and  Sprint 
charge  for  going  the  other 
way.  That  hurts  companies 
that  do  business  around 
the  globe.  For  $250  a 
month,  IDT  lets  customers 
connect  calls  from  over- 
seas as  if  they  originated 
in  the  U.  S.  You  can  dial  an 
IDT  machine  in  the  U.  S., 
hang  up,  and  wait  for  it  to 
call  back  a  preset  number. 
Then,  you  instruct  it  via 
your   phone   keypad  to 
place  a  call.  A  Peruvian 
could  use  IDT  to  call  Tex- 
as— or  Ecuador.  DOLLARS  ▲'86 


IDT  is  just  one 
force  in  the  free-for- 
all  developing  in  in- 
ternational calling. 
On  transatlantic 
routes,  multination- 
als are  learning  to 
play  carriers  off 
against  one  another 
to  get  the  best  deal. 
Fiber-optic  lines  be- 
neath the  oceans 
have  produced  a  glut 
of  cheap  calling  ca- 
pacity, and  comput- 
er-controlled switch- 
es make  it  easy  to 
route  calls  via  the  least  expensive  route, 
even  if  it  adds  thousands  of  miles  to  the 
journey.  Finally,  many  governments  are 
beginning  to  promote  lower  rates,  recog- 
nizing that  cheap  international  communi- 
cation is  good  for  trade  and  growth. 

The  Federal  Communications  Commis- 
sion is  leading  the  push — and  for  good 
reason.  Americans  make  the  most  inter- 
national calls,  about  $7.8  billion  worth  in 
1990.  Under  Chairman  Alfred  C.  Sikes, 
the  agency  has  sought  reductions  in  the 
fees  that  phone  companies  charge  each 
other  for  completing  calls.  In  February, 
the  FCC  won  tentative  agreement  from 
an  International  Telecommunication 


^  Alio, 
I'AMERIQUC? 


$13.66 


■  J:l.l,'lilHHi;.li:n!!7%>  511.25 


PRICE  OF  A  10  MINUTE  PEAK  HOUR  CALL  BASED 
ON  CURRENT  EXCHANGE  RATE 


Union  working  party — represent^ 
phone  regulators  from  31  countries- 
that  the  fees  should  be  reduced  towfd 
true  cost  within  five  years. 
SELLING  LINES.  And  last  December,  K 
FCC  took  steps  to  open  up  a  potentiiy 
powerful  form  of  competition.  It  .'Id 
that  companies  such  as  multinaticBl 
banks  and  oil  companies  that  use  leajii 
lines  for  their  internal  communicatias 
should  be  permitted  to  resell  their  |pc- 
cess  communications  capacity  to  ot^ 
companies.  Since  leased  lines  are  |r 
cheaper  than  standard  international  sr- 
vice,  customers  presumably  would  fek 
to  these  resellers.  The  lines  would  w|k 
like  a  giant,  two-way  flfe- 
line,  diverting  oversSks 
calls  from  the  regiftr 
phone  network,  says  hp- 
ard  Elfenbein,  presidenfol 
Lynx  Technologies  Inc  i 
telecommunications  (in- 
sulting firm.  Foreign  c;|n- 
ers  would  soon  be  foiec 
to  lower  their  stancjro 
rates  to  keep  customei^ 

Rates  aren't  in  free-ill 
to  be  sure.  Some  corf>a- 
nies  already  quietly  ofer 
the  leased-line  resale  lai 
the  FCC  favors,  but  it'ibl- 
ficially  permitted  onlyst 
tween  the  U.  S.  and  Cia 
da — and  the  Canadiansa;. 
it  heavily.  British  aut,?ri 
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;ay  they  plan  tu  j^ti  alonji'  with  the 
e  plan,  hut  not  until  the  FCC  eases 
n  British  phone  companies  doing; 
less  in  the  U.  S. 

reign  carriers  are  reluctant  to  cut 
too  quickly  because  they  depend 
ly  on  the  cash  cow  of  international 
distance.  In  developing  countries, 
rofits  help  subsidize  the  post  office 
other  vital  government  services, 
in  industrialized  nations,  they  help 
down  the  price  of  domestic  calling. 
Dry  C.  Staple,  a  Washington  lawyer 
iocs  research  for  the  International 
ute  of  Communications,  a  London- 
i  think  tank,  estimates  that  gross 
,  margins  from  international  long 
ice  may  run  from  33'/'  to  507f .  Says 
"It's  in  nobody's  interest  to  drive 
margins  too  far." 

NG  FAST.  But  the  market  is  forcing 
tions,  and  phone  companies  may 

begin  feeling  the  pinch.  When 
:e  Telecom  lowered  international 

137'  to  187  this  year,  it  said  it 
ed  to  make  up  the  loss  by  raising 

domestic  rates.  Within  a  few 
,  that  kind  of  move  might  not  be 
sy,  however.  The  Commission  of 
uropean  Communities  is  investigat- 

plan  that  would  end  telephone 
Dolies  and  open  up  competition  in 
;tic  voice  communications  through- 
le  EC.  Forced  to  keep  a  lid  on  do- 
;  rates,  phone  companies  would 
less  flexibility  in  cutting  interna- 

rates. 

t's  0.  K.  with  Howard  Jonas.  His 
;ss  plan  hinges  on  only  gradual  re- 
ns  in  pricing  by  the  overseas 
companies.  When  France  Telecom 
s  rates  so  deeply  this  winter,  IDT 
out  of  the  French  market  because 
ce  edge  had  become  too  slim.  Rec- 
ng  that  his  window  of  opportunity 
dually  closing,  Jonas  wants  to  get 
tablished  well  enough  abroad  that 
new  forms  of  competition  such  as 
-line  resale  come  about,  he'll  have 
s  network  in  place  to  offer  them, 
now,  at  least,  business  seems 
While  Jonas  won't  discuss  idt's 
xe,  he  says  he  expects  to  turn  prof- 
by  the  summer.  To  accommodate 
h,  he's  installing  hundreds  of  his 
nes  in  a  16,000-square-foot  building 
ckensack,  N.J.,  that  used  to  be 
ed  by  a  company  with  a  slightly 
heritage:  American  Telephone  & 
•aph  Co.  To  the  FCC's  Bikes,  the 
iS  of  idt's  somewhat  kludgy  pro- 
for  bypassing  foreign  carriers 
!  volumes  about  the  state  of  the 
ry.  "People  will  do  a  lot  of  things 
)id  exorbitant  rates,"  says  Sikes. 
ing,  it  seems,  making  their  global 
connections  through  Hackensack. 
Peter  Coy  in  the  Bronx,  N.  K,  with 
Lewyn  in  Washington  and  Charles 
in  Paris 
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OLD  NAVITIMER 
Since  1952,  it  has  been  the  wnstwatch 
of  choice  for  pilots  all  over  the  world 
who  value  its  built-in  computer 
— a  practical  slide  rule  that  allows 
them  to  plot  their  flights— its  excellent 
legibility,  its  chronograph  functions 
and  its  dependable  selfwinding 
mechanical  mos  ement. 
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IS410  Ventur.i  BKd  -  TARZANA,  CA  91356 
(818)  881-GOLD  (818)  881  4653 


ION  PROCESSING 


BUSINESS  WEEK/APRIL  13,  1992  85 


nf  ormation  Processin 


SOFTWARE  I 


DEC  STILL  YEARNS 

TO  BE  A  SOFTWARE  KING 


But  using  Microsoft  to  energize  software  profits  could  backfire 


Two  years  ago,  watching  its  hard- 
ware profits  sag.  Digital  Equip- 
ment Corp.  decided  to  push  hard 
into  the  software  business.  Like  IBM, 
Digital  Equipment  craved  the  fat  mar- 
gins available  from  software  products. 
While  hardware  was  fast  becoming  a 
commodity-like  product, 
the  opportunities  for 
creating  distinctive  soft- 
ware— and  charging 
premium  prices  for  it — 
seemed  almost  limitless. 
And  dec's  long  experi- 
ence in  networking  soft- 
ware gave  it  a  set  of 
programs  that  could 
have  industrywide  ap- 
peal— if  they  could  be 
adapted  to  work  on  dif- 
ferent machines  and 
marketed  successfully. 

But  so  far,  DEC's  soft- 
ware push  hasn't  paid 
off.  Undermined  by 
slow  development  and 
shaky  alliances,  the 
software  business  has 
produced  none  of  the 
gains  in  revenues  and 
profits  that  DEC  antici- 
pated. In  the  fiscal  year  ending  June  27, 
software  sales  will  barely  rise  above  last 
year's  S750  million,  far  short  of  the  SI 
billion  goal  DEC  set  for  itself. 
'TECH-ECTOMY.'  With  its  internal  efforts 
stalled,  the  S14  billion  Maynard  (Mass.) 
minicomputer  company  is  counting  on  a 
new  strategy  to  kick-start  software 
sales:  a  risky  union  with  Microsoft  Corp. 
Software  industry  executives  warn  that 
Microsoft,  the  dominant  force  in  person- 
al-computer software,  would  get  much 
more  out  of  the  liaison  than  DEC  would. 
DEC,  chides  Lotus  Development  Chief 
Executive  Jim  P.  Manzi,  will  suffer  a 
"tech-ectomy" — a  one-way  transfer  of 
its  software  technology'  to  Microsoft. 

A  combination  of  bad  luck  and  tactical 
errors  has  kept  dec's  original  software 
plan  from  jelling.  A  consortium  with  oth- 
er hardware  makers  that  would  have 
seeded  the  market  with  machines  capa- 
ble of  running  DEC's  software  has  splint- 
ered. At  the  same  time,  IiEC  has  been 
late  in  bringing  key  programs  to  market. 


Worse,  in  an  industry  where  politics 
mean  as  much  as  good  technology-,  the 
company's  left  hand  doesn't  seem  to 
know  what  its  right  is  doing.  While  one 
DEC  group  has  been  trying  to  persuade 
makers  of  PC  programs  to  license  some 
basic  DEC  technology,  another  has  been 


In  an  attempt  to  become  a  big  player  in 
the  packaged-software  business,  DEC  in 
recent  months  has  made  a  wide  range  of 
software  deals 


MiCROSOrr  An  alliance  with  the  PC  soft- 
ware giant  may  let  DEC's  forthcoming  Al- 
pha computers  run  popular  Windows  pro-  - 
grams  written  for  PCs 


PHILIPS  With  the  acquisition  of  the 
Dutch  giant's  computer  business  last  year, 
DEC  obtained  several  PC  packages  and 
400  software  engineers 


EA  SYSTEMS  DEC  bought  80%  of  this 
maker  of  manufacturing  software  in  1991^ 


800-SOFIWARE  The  acquisition  of  this 
$77  million  PC-software  distributor  gives 
DEC  a  way  to  sell  microcomputer  software 
in  great  volume 


I 


marketing  applications  programs  t),t 
compete  with  those  same  companis' 
products.  And  in  March,  DEC  risked  e 
wrath  of  PC  software  resellers  by  ti- 
ding for  800-Software  Inc.,  a  $77  milln 
distributor  of  PC  packages.  Now,  Dad 
L.  Stone,  vice-president  for  softwe 
business,  has  been  assigned  to  ratioit 
ize  dec's  scattered  software  efforts. 

The  strategy  wasn't  always  sucIIb 
muddle.  At  first,  DEC  planned  to  stjr 
clear  of  applications  programs — bankfe 
packages,  for  instance— so  it  woulc^ 
alienate  other  applications  develop^, 
whose  programs  DEC  still  needs  for  (b 
machines.  Instead,  DEC  planned  to  ci- 
centrate  on  systems  software — the  jlfe- 
grams  in  the  bowels  of  computers  H 
networks  that  perform  technical  fijfe- 
tions  such  as  sendji 
electronic  mail  ir 
searching  data  basea, 
DEC  hoped  it  cof 
take  some  of  the 
terns  software  t|< 
made  its  own  comp- 
ers  work  so  well  in  it- 
works  and  sell  it  to  ft 
er  computer  .jki 
software  makers,  k 
goal,  says  Stone,  wato 
adapt  DEC  softwan 
other  brands  of  comjj^- 
ers  and  collect  royal 
Yet  today,  dec 
count  only  a  handfu| 
such  translati 
Microsoft  has  ado]i 
dec's  design  for  joiij 
text,  graphics,  and 
ages  into  a  sin_ 
"compound"  documli, 
but  only  as  an  optiojp 
one  of  its  programs.  One  of  dec's  kx 
shots  at  creating  standards  would  1| 
been  within  the  Open  Software  Foul 
tion  (OSFi,  an  industry-  group  DEC  hel 
found.  DEC  got  the  OSF  to  promotq 
way  of  identifying  computers  on  a  | 
work  but  failed  to  create  products  iBi 
met  its  own  standard.  "We  screwednr 
because  we  didn't  get  the  technologist 
market  first,"  says  Stone.  DEC 
switched  its  attention  from  workstat^.- 
to  PCs.  he  says. 

SHAKY  GROUP.  Part  of  its  thrust  inljt.' 
was  through  an  industry  consor|c 
that  intended  to  set  a  new  compfe 
standard.  In  1991,  DEC  led  a  grou^ 
some  20  computer  makers  to  formal' 
Advanced  Computing  Environment  & 
initiative.  DEC  helped  draw  up  prp' 
plans  for  a  machine  that  ACE  men-IB 
could  produce  in  a  variety  of  modelsha 
would  all  run  the  same  software.  2fc 
idea  was  to  foster  a  huge  market  oil 
clones  that  would  supplant  the  IB.M  IP" 
the  industr\-'s  standard  computea 


t 
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The  average  employee 
spends  9.6%  more  time 
at  the  workplace 
than  in  bed. 


Fortunately,  this  is 
no  average  workplace. 

T 


It's  the  RACE®  furniture  system  by  Haworth.  Simply  beautiful.  Beautifully  adaptable. 
Designed  for  the  way  business  people  really  work,  t  We  know,  because  we've  been  working  with  them 
for  over  40  years.  Making  work  spaces  more  comfortable.  Work  hours  more  productive.  ▼  Could  a 
Haworth  system  mean  more  quality  time  and  less  overtime  for  your  employees?  For  information 
about  our  company  and  our  complete  line  of  office  furniture,  call  Laura  Cramer  at  1-800-344-2600. 

HAWORTH  WORKS  FOR  BUSINESS.  HAWORTH 


The  #1  way  to 
invest  over  time. 


Twentieth  Centijiy  Growth  Investors,  up  4,286%,  is  ranked  as 
the  #1  stock  fund  for  the  past  20  years*  For  more  complete  infor- 
mation about  Twentieth  Centuiy, 


including  charges  and  expenses, 
call  for  a  free  prospectus.  Please 
read  the  prospectus  carefully 
before  investing. 


Growth  Investors 

Average  Annual  Total  Return 

as  of  12/31/91 

1  Year  

69.01% 

5  Years  

22.00% 

10  Years  

17.91% 

20  Years  

20.81% 

  r 

1-800-345-2021 

P.O.  Box  419200,  Kansas  City,  MO  64141-6200 

■  Ranked  #1  among  31 5  mutual  funds  in  the  country  for  the  20-year  period  ending  December  31 . 
1991,  by  Lipper  Analytical  Services,  Inc.,  an  independent  mutual  fund  ranking  service. 
Data  quoted  represents  past  performance.  Investment  return  and  principal  value  will  fluctuate, 
and  redemption  value  may  be  more  or  less  than  original  cost. 


No -Load  Family  of  Funds 


Lotte,  The  VIFs  Choice 


"The  service 
mainly.  It's 
impeccable." 


Member  in  Seoui  Korea 


Eatl  S  Moore,  Jf  -President  o(  Asia  Paoltc  Marheling 

We're  pleased  that  a  good  and  growingjiumber  of  our  guests 
come  back  to  stay  with  us 

Why'  As  Mr  Moore  ot  Asia  Pacific  Marketing,  explains. 
It's  the  "impeccable  service"  they  appreciate  most 
"Discrete  and  unobtrusive,"  in  Mr  Moore's  words. 

While  the  reasons  vary  from  one  return  guest  to  the  next, 
they  all  share  an  uncompromising  taste  for  excellence 

And  at  Lotte  they  find  excellence  in  service  and  facilities. 

Shouldn't  the  Lotte  be  your  horel  in  Seoul? 


For  Re»ervatlon«:  New  York:  (201)  944.1H7,  Toll  Free  e00-J2  LOTTE,  LA  (310)  540-7010,  Toll  Free  800-24  LOTTE,  London  (071)  323-3712/4 
Hotel  Lolle:  C  PO  Box  3500  Seoul,  Tel  (02)  771-1000,  Telex  LCfTTEHO  K23533/4,  Fax  (02)  752-3758,  Cable  HOTELOTTE 


year  later,  though,  ACE  seems  shak 
MIPS  Computer  Systems  Inc.,  whose  clp 
design  is  a  key  part  of  the  standard.s 
being  acquired  by  workstation  maljr 
Silicon  Graphics  Inc.  Without  a  "ni- 
tral"  chip  design,  ACE  may  not  hold. 

Meanwhile,  dec's  loosely  structui]d 
management  led  to  a  flip-flop  on  its  t 
applications  policy.  Its  maverick  C 
group,   under  Vice-President  John  t 
Rose,  began  producing  word-processg 
and  other  programs  that  compete  wjb 
packages  from  Lotus  Developmei, 
Microsoft,  and  Symantec.  He  also  initi- 
ed  the  acquisition  of  800-Software,  w 
is  responsible  for  a  large  portion  of  t 
sales  to  corporations  and  the  govi 
ment.  Now,  responsibility  for  the  PC 
eration  is  getting  reassigned  as  part] 
dec's  on-going  re-organization.  Rose 
DEC  abruptly  in  March  to  start  his  oj 
computer  company. 
'NATURAL  SYNERGY.'  Ail  of  which  brill 
DEC    to     Microsoft's     door.  C 
Conneighton,  vice-president  for  office] 
formation    systems    at  consulta 
Gartner  Group  Inc..  praises  the  pa| 
"natural  synergy":  One  is  strong 
desktop    software,    the  other 
networking  and  systems  managemf 
"I  expect  to  see  the  companies  sell 
each  others'  software  and  doing  a  t( 
nology  exchange,"  Conneighton  sj 
DEC  already  has  decided  to  ad 
Microsoft's  Windows  NT  operating 
tern,  which  is  now  being  created  for  I 
compatible  PCs,  to  run  on  DEC  Al 
computers,  due  out  next  year, 
would  let  Alpha  customers  run  mam 
the  programs  that  PC  software  writ 
are  working  on  for  NT.  In  addit 
Microsoft  is  expected  to  incorpoi 
some  of  dec's  networking  technolog; 
NT,  which  is  due  out  late  this  year. 

But  the  Microsoft  linkup  gives  rea 
for  pause.  The  software  giant  had  ni 
public  splits  with  IBM  and  Hew 
Packard  Co.  Both  companies  tap 
Microsoft  to  develop  software  con 
nents  but  found  Microsoft  compe' 
head-on  with  them.  Despite  dec's  u; 
NT,  it's  not  yet  clear  whether  Micro 
will  adapt  its  NT  applications  progr 
to  run  on  Alpha  machines. 

Microsoft  Executive  Vice-Presi( 
Mike  Maples  dismisses  such  talk,  no 
that  Microsoft  is  hammering  ou 
"sweeping"  set  of  agreements  with 
One  promising  area  for  collaborai 
"groupware"  programs  that  help  w 
ers  cooperate  across  networks.  DE( 
ready  sells  a  groupware  package  ci 
TeamLinks,  which  competes  with  Lc 
Notes  package.  "DEC  has  quite  a 
there,  and  so  do  we,"  says  Maplefll 
they  can  put  it  together,  DEC  may  fir|H 
realize  some  of  its  software  ambitics 
Bi/  Gary  McWilUams  in  BcS 
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.wo  reasons  to  choose  the  Quiet  Company. 


1.  \bur  spouse. 
2.  The  superior  financlai  stren^h  of 
Northwestern  Mutual  Life. 

A^rthwestern  Mutual  Life  has  alwc^s 
received  the  highest  possible  ratings  for 
financial  strength  from  Moody  's,  Standard 
&  Poors,  A.M.  Best  and  Dufi^&  Phelps. 
It  has  also  been  consistently  ranked  "the 
most  financially  sound  life  insurance  com- 
pany" in  an  annual  Fortiuhf  ma^azme  study. 

The  more  reasons  you  have  for  wanting 
the  most  secure  life  insurance,  the  better 
the  Quiet  Company  sounds. 

NprthM^stern 
MutualLfie* 

The  Quiet  Company® 


©  1992  The  Northwestern  Mutual  Life  Insurance  Company.  Milwaukee,  Wisconsin.  Reprinted  by  permission  of  Moody's.  Standard  &r  Poors.  A.M.  Best.  DuffS  Phelps  and  Fortiiiu: 


SEMICONDUCTORS  I 


PUTTING  A  CONCERT  HALL 
ON  A  CHIP 


Now  cheap  and  flexible,  DSP  chips  are  popping  up  everywhere 


Anthony  M.  Agnello's  favorite  con- 
cert seat  is  front  and  center  at 
Carnegie  Hall's  Weill  Recital 
Hall.  He  doesn't  get  there  often,  howev- 
er, so  the  42-year-old  musician-turned- 
entrepreneur  has  brought  the  auditori- 
um home — by  outfitting  his  stereo  with 
a  black  box  containing  a  digital  signal 
processor  chip.  The  chip  manipulates  the 
digital  codes  on  compact  disks  the  way  a 
computer  massages  data.  By  inserting 
delays  and  echoes  into  the  music,  it  can 
recreate  the  "acoustic  signature"  of  up 
to  99  concert  halls.  So  the  strains  of  Yo 
Yo  Ma's  cello  sound  just  as  sweet  at 
Agnello's  home  as  they  do  from  his 
Weill  Hall  perch. 

Once  considered  exotic,  DSP  is  burst- 
ing out  all  over.  Among  its  hot  markets 
are  videophones  and  multimedia  comput- 
ers that  handle  video  and  sound  plus 
data.  Agnello's  office  PC  at  Ariel  Corp., 
the  Highland  Park  (N.  J.)  computer  com- 
pany he  founded,  produces  voice  mes- 
sages from  electronic  mail  sent  by  any- 
one with  a  similarly  equipped  PC.  And 
cellular  phonemakers  are  designing  the 
chips  into  upscale  phones  due  this  sum- 
mer. At  two  chips  per  phone,  Motorola 
Inc.  says  its  DSP  sales  will  jump  50'a  this 
year,  to  about  $70  million. 

As  recently  as  1988,  DSP  chips  weren't 
feasible  for  such  uses.  They  cost  $500 
and  up  and  were  hard  to  program.  Since 
then,  better  chip  design  and  production 
improvements  have  cut  prices  to  as  low 
as  $3.  And  computerized  techniques 
have  made  programming  a  relative  snap. 
So  now,  contenders  are  mounting  the 
first  serious  challenge  to  Texas  Instru- 


AGNELLO'S  PCs  TURN  E-MAIL  INTO  VOICE  MAIL 


ments  Inc.,  the  market  leader.  Motorola, 
AT&T  Microelectronics,  Analog  Devices, 
Intel,  and  others  are  after  Tl's  577f  mar- 
ket share  in  programmable  DSPs,  the 
fastest-growing  and  most  lucrative  part 
of  the  DSP  market.  These  chips — like  the 
one  in  Agnello's  stereo — can  do  multiple 
chores  or  even  be  reprogrammed  on  the 
fly.  Their  sales  should  jump  397f  this 
year,  to  $548  million,  according  to  For- 
ward Concepts  Co.,  a  market  researcher 
in  Tempe,  Ariz. 

DSP  chips  are  in  vogue  because  of  their 
speed.  They  are  designed  specifically  to 
transform  such  sensory  signals  as 
sounds  and  pressures  from  an  analog 
wave  into  a  stream  of  digital  bits.  And 


CELLULAR  TELEPHONES 

DSP  improves  clarity  and 
digitally  encodes 
transmissions  to  prevent 
eavesdropping 


they  do  it  without  the  microsecond  i- 
lays  ordinary  microprocessors  need.14. 
good  illustration  comes  from  Detrt, 
where  engineers  are  working  on  "acfe 
suspension"  systems.  Say  a  car  hitia 
bump  at  55  miles  per  hour.  Before  le 
tire  finishes  rebounding  from  the  buia, 
a  DSP  chip  gauges  the  force  of  the  ,v 
pact  and  lifts  the  wheel  to  minime 
bounce,  then  tweaks  the  shocks  to  > 
sorb  more  of  the  remaining  jolt. 

In  the  past,  such  swiftness  requijB 
the  software  to  be  burned  into  the  c 
restricting  each  DSP  design  to  one,  la: 
volume  use.  These  "hardwired"  ih 
precisely  regulate  the  spin  of  compv?r 
disk  drives,  for  example,  and  process  lie 
signals  inside  modems.  Such  jobs  |ill 
account  for  two-thirds  of  the  DSP  nlr- 
ket,  estimated  at  $1.4  billion  this  yff. 
NEC  Corp.,  Fujitsu  Ltd.,  and  other  Jj^- 
nese  chipmakers  hold  about  half  tat 
business.  But  they  don't  sell  many  jo- 
grammable  designs,  since  U.  S.  cona- 
nies  pioneered  DSP  algorithms,  or  ma^ie- 
matical  formulas,  and  the  programn-j^ 
tools  needed  for  high-performance  3f 
software.  The  upshot:  Forward  Conedts 
says  the  U.  S.  has  90/-!  of  world  saleiof 
programmiable  DSPs. 
ANSWERING  MACHINES.  These  chips  (  a 
growing  numbei  of  jobs.  Acer  Ami 
Inc.  in  San  Jose,  Calif.,  is  bringing 
PCs  with  DSP  chips  that  can  be 
grammed  to  turn  text  into  voice  mai 
fax  transmissions,  function  as  digita! 
swering  machines,  or  act  as  connectj 
to  local-area  networks — all  for  abou 
day's  cost  of  an  ordinary  modem.  Si 
many  PCs  already  are  bought 
modems,  the  rest  of  these  functions 
be  "essentially  free,"  says  Frede't'l' 
Kiremidjian,  vice-president  for  engirir 
ing  at  Acer.  If  video  becomes  par'ot 
personal  computing,  Acer's  machj 
will  handle  that,  too.  DSP-outfitted 
"are  where  the  market  is  headed,"  : 
Kiremidjian. 

Cellular-phone  companies  see  lotjof 
DSPs  in  the  future,  too.  With  digital 5g- 
nal  processing,  6  to  20  times  as  ^!n^ 
calls  can  be  routed  over  cellular  ckr- 


MULTIMEDIA 

DSP  chips  give  PCs  video, 
stereo-quality  sound,  and 
the  ability  to  do  fax, 
modem,  and  answering- 
machine  chores 


NOISE  SUPPRESSION 

Electronic  mufflers  for 
vehicles  and  appliances 
will  use  DSP  chips  to  gen- 
erate mirror-image  sounds 
that  cancel  out  noise 
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'"Ibday^  small-company  stocks 
make  sense  to  me . . .  especially 
with  this  fund'' 


If  you  share  the  behef  that  emerging  growth  stocks  will  per- 
"^■^         form  well  over  the  long  term,  consider  investing  in  Scudder 
Development  Fund.  The  Fund  searches  for  small  com- 
panies with  solid  fundamentals  and  seeks  to  invest  in 
them  before  they're  widely  discovered  by  the  mar- 
^        ket.  If  you're  an  aggressive,  long-term  investor 
who  can  accept  above-average  risk,  this 
^  Fund  can  offer  you  substantial 

'     '       -       growth  potential.  Call  for  a 
free  information  kit  today. 


Scudder 

Development  Fund 
1-800-225-2470  2458 

SCUDDER 


America's  First 
Family  of  No-Load  Funds 


Contact  Scudder  Investors  Services,  Inc.,  Distributor,  for  the  Fund's  prospectus,  which  con- 
tains more  complete  information  about  management  fees  and  other  expenses.  Please  read  it 
carefully  before  you  invest  or  send  money. 


The  Best  Way  To  Showcase  Your  Annual  Report! 


BusinessWeek '  s 
1992  Annual  Report 
Directory 

Nothing  tells  your  company's  story  better  than  your 
annual  report...  and  no  one  places  it  in  better  hands  than 
BusinessWeek!  Don't  miss  this  opportunity  to  showcase 
your  annual  report  in  the  1  992  BusinessWeek 
Annual  Report  Directory. 

Issue  Date:  May  25,  1992 
Closing  Date:  April  13,  1992 

For  rates  and  information  call: 
G.  Jeffrey  Provol 
800-424-3090  •  Fax  312-337-5633 
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The  Microsoft  Sol 
businesses.  Because 


Running  a  business  can  be 
pretty  tough.  Which  is  exactly  why 
Don  Schulze-CEO,CFO,COO  and 
all-around  small  business  person- 
turned  to  the  Microsoft  Solution 
Series.  You  see,  the  Solution  Series 
has  what  it  takes  to  help  small  busi- 


ness people  manage  their  busines. 
Neu,puhmcrca„  Not  to  mcutiou  grow  it. 

make  dogs  llv. 

Just  take  the  all-ncv 
s^woMHE  Works  for  Windows  as  a 

YEAR. 

^ri^m  1  example.  It  comes  witi  c 
I  word  processor;  spreac- 
'  sheet,  charting,  database 


1&I99!  Mimsiifl  Ciirltumlim  All  righh  rrsenril  Pnnlnl  m  Ihc  US  A-  In  llir  51)  Umlitl  SIrilis.  lall  (800) 54hl2lil.  Ihpl  T.%.  In  Canada,  call  (mill  M39II4S.  misiji  Ihr  Ihiilnl  Slain  and  Canada,  rail  rjlllil  9:iliK66l  Msr 
hair  a  \uiirsi  slaryyaiid  liki  la  iharr.  drip  a  naif  In  Ihr  KRV  Salalion  S  n/  s  I'radlii  I  Manaui  r.  Mirmsafl  Carparalum.  One  MicrasafI  Way.  Rcdnumd.  WA  9HIK2-6:iy9 


ton  Lv  a  regifil" 


)n  Series  for  small 
a  dog-eat-dog  world 


d  drawing  tools.  And  since  every- 
ng  works  together,  you'll  find  it's 
3y  to  do  things  like  business  plans, 
stomer  mailing  lists,  even  inven- 
y  management. 

Then  there's  new  Microsoft 
folisher  for  Wmdows.  It  makes  pre- 


The  Solution  Series 
has  all  the  fixings. 


paring  publishing-quality  documents 
a  snap.  So  whether  Don  is  creating 
a  newsletter  hailing  the  satdsage  of 
^       the  monthy  redesigning  a 
menu  or  just  updating  his 
business  forms,  he  knows 
he'll  look  good. 

Finally  there's 
Microsoft  Money  It's 
the  easiest  way  to  find  out 
exactly  where  your  money 
is  going.  It's  also  the  easiest  way  to 
manage  all  your  accounts-checking, 
savings,  credit  cards  and  so  on. 

But  most  importantly  they 
all  run  under  the  Windows  graphical 
environment:  which . 
means  they  work  a 
lot  less  like  a  com- 
puter and  a  lot  more 
like  you.  And  since 
they  look,  feel  and 
act  much  the  same,  when  you  know 
one  you  know  them  all.  For  the  re- 
seller nearest  you,  call  (800) 541-1261, 
Dept.T56.  And  help  keep  your  busi- 
ness from  going  to  the  dogs. 

Micmsoft 


They're  all  easy  to  learn  and  use 

because  they  work  like  vou  do. 


of  Microsoft  Corporation.  Cortipantc^. 


mi  sample  output  are  futitious  nnle.-^.<.  uthcnnsc  noted  Shultzy's  and  Don  Schulze's 


s  used  uith  pcrmtssi 


ently  <itarted  ustn^  one  of  these  products  and 


With  anti-lock  brakes 
standard  equipment,  it's 
a  new  form  of  street- 
smart, 
too. 


new  form  of  street  art 
for  1992. 


in  Skylark's  class.  And  the  new 
Skylark  comes  with  GM's  ABS  VI 
the  anti-lock  brake  system  that's 
standard  on  every  new  Skylark. 
Automobile  Magazine  named  it 
1992's  Technology  of  the  Year 


3300  V6  turns  driving  into  an  art. 


Quality 


Control 


We  asked  L.A.  artist 
Frank  Romero  to  capture  Skylark's 
stopping  power  on  concrete.  Now, 
we  invite  you  to  capture  it  on 
the  road. 


You'd  have  to  pay  up  to  $1,000  extra 
for  anti-lock  brakes  on  most  imports 


An  Adjustable  Ride 
Control  system*  lets 
you  select  a  soft,  sport 
or  automatic  suspension  setting 
The  power  of  Skylark's  Quad 
OHC  engine  or  the  available 


Every  Skylark  comes  with  the  one 
feature  no  other  car  in  its  class 
can  offer— Buick  quality.  And  it 
is  backed  by  a  3-year/36,000-mile 
Bumper  to  Bumper  Plus  Warranty.^ 

For  more  information  on  Skylark, 
call  1-800-435-5552,  or  better  yet, 
test-drive  one  on  a  .stretch  of  road 
in  your  neighborhood. 


Bvelopments  to  Watc 


D  BY  FLEUR  TEMPLETON 

tAMIC  WOOD  THAT'S 
RD  AS  A  ROCK 


lature  takes  millions 
I  of  years  to  make 
petrified  wood,  the  rock- 
hard  material  that  forms 
as  minerals  slowly  seep 
into  the  wood's  cells. 
Now,  University  of 
Washington  researchers 
have  mimicked  nature  to 
make  tough  wood-ceram- 
ic compounds. 

In  a  process  that 
takes  just  days,  the 
wood  is  soaked  in  a  solu- 
tion containing  silicon 
lounds,  which  are  widely  used  to  make  ceramics.  Just  as 
trification,  the  solution  fills  the  pores  of  the  wood.  Then 
naterial  is  cured  in  an  oven  at  about  80C.  The  resulting 
1-ceramic  compounds  are  20%  to  120%  stronger  than  wood 
less  brittle  than  ceramics,  says  Daniel  Dabbs,  research 
iger  of  the  university's  Advanced  Ceramic  Materials  Lab. 
e  composites  could  be  good  for  structural  uses,  or  for 
sr,  stronger  furniture  and  floors,  for  example.  Dabbs  says 
eramic  component  also  makes  these  materials  more  resis- 
than  wood  to  mold,  insects,  and  even  salt  water. 


LP  IS  ON  THE  WAY 

I  FORMER  SOVIET  SCIENTISTS 


e  breakup  of  the  Soviet  Union  is  having  a  devastating 
npact  on  science  there.  Top  researchers  can't  work  for 
of  supplies,  and  many  labs  may  shut  down.  "The  situation 
teriorating  fast,"  says  Marcel  Bardon,  head  of  internation- 
"ograms  at  the  National  Science  Foundation.  Western 
tries  and  Japan  have  proposed  donating  more  than  $60 
m  to  help.  But  it  will  take  months  of  negotiations  to  set 
Q  organization  to  dole  out  the  money  effectively, 
at's  why  the  NSF  has  hatched  a  scheme  to  provide  immedi- 
,id.  By  early  April,  it  plans  to  give  $1  million  to  American 
tists  who  are  already  involved  in  joint  research  projects. 
Americans  will  buy  supplies — everything  from  chemical 
snts  to  modems  and  fa.x  paper — then  ship  them  to  their 
igues  in  Russia  and  other  republics.  "This  is  not  a  solu- 
te the  problem,  but  it  is  the  one  thing  that  can  be  done 
,  away,"  says  Bardon.  "Psychologically,  it  will  have  a  big 
ct.  That  may  help  sway  Russians  who  are  wondering 
her  to  go  to  Iraq  or  Libya." 


tTY  DENTAL  TOOLS: 

W  THE  DOC  CAN  ZAP  'EM 


ecause  dental  instruments  are  constantly  exposed  to  blood 
and  saliva,  dentists  have  a  strict  responsibility  to  sterilize 
I.  In  some  cases  this  is  extremely  difficult,  and  in  others  it 

always  done  properly.  For  example,  the  pressurized 
Ti  heat  that  is  now  most  often  used  for  sterilization  can 
plastics  or  corrode  metal  on  some  instruments.  And  mois- 

can  shorten  the  life  of  metal  instruments.  That  raises 
;  and  prompts  some  dentists  to  rely  on  less  effective 
is  of  sterilization,  says  Michael  D.  Rohrer,  associate 


dean  of  the  University  of  Oklahoma's  College  of  Dentistry. 

Rohrer  and  his  colleagues  have  developed  a  way  to  sterilize 
instruments  using  microwaves.  The  researchers  devised  a  pat- 
ented method  of  rotating  and  tumbling  instruments  within  a 
microwave  field.  That  avoids  a  serious  problem — the  "cold 
spots"  caused  by  waves  canceling  each  other  out.  The  tech- 
nique ensures  that  all  the  instruments  are  completely  sterile, 
Rohrer  says.  The  university  is  now  working  on  ways  to  com- 
mercialize the  invention. 


THE  CLONERS  CLOSE  IN 
ON  INTEL'S  486 


In  yet  another  challenge  to  Intel  Corp.'s  dominance  of  the 
microprocessor  market,  a  small  Richardson  (Tex.)  chipmaker 
is  rolling  out  a  family  of  Intel-compatible  chips.  Cyrix  Corp. 
says  its  first  offering,  the  Cx486SLC,  mimics  Intel's  top-of-the- 
line  486  microprocessor — for  $119  per  chip  in  quantity  ship- 
ments, or  40%  less  than  Intel's  cheapest  486  design.  Reported- 
ly, the  Cyrix  chip  will  also  be  marketed  by  heavy  hitters  such 
as  Texas  Instruments  Inc.  As  its  first  customer,  Cyrix  has 
already  lined  up  Montreal's  MicroSlate  Inc.,  which  produces 
so-called  pentop  computers. 

Last  summer.  Advanced  Micro  Devices  Inc.  in  Sunnyvale, 
Calif.,  launched  a  clone  of  Intel's  mainstay  386  chip  that  has 
captured  an  estimated  30%  of  the  386  market.  Ayih  expects  to 
ship  its  own  486  workalike  late  this  year.  Other  rivals  making 
or  developing  similar  clones  include  Chips  &  Technologies, 
Meridian  Semiconductor,  and  NexGen  Microsystems. 

Intel  isn't  taking  this  lying  down.  In  a  few  months  it  will 
unveil  its  next-generation  586,  a  veritable  mainframe  on  sili- 
con. And  to  lock  in  its  customers,  Intel  is  speeding  up  develop- 
ment of  that  chip's  successors  and  is  being  unusually  candid  in 
outlining  future  products,  including  a  turn-of-the-century  chip 
dubbed  Micro  2000.  It  would  contain  upwards  of  60  million 
transistors,  or  at  least  20  times  as  many  as  the  upcoming  586, 
and  blaze  through  2  billion  calculations  per  second — more  than 
all  but  a  few  of  today's  supercomputers  can  do. 


YOU  CAN  TAKE  A  'SMART'  CAR 
TO  TOMORROWLAND  TODAY 


For  a  fortunate  few, 
a  visit  to  Tomorrow- 
land  at  Walt  Disney 
World  begins  at  the  Or- 
lando airport.  Avis  Inc. 
has  100  "smart"  cars 
there,  with  dashboard 
navigation  screens  and 
a  voice-guide  called 
Sven.  Punch  in  a  Cen- 
tral Florida  destination, 
and  Sven  will  help  get 
you  there,  announcing 
turns  in  a  synthetic 
Swedish  accent.  If 
there's  a  traffic  jam  ahead,  Sven  will  steer  you  around  it. 

It's  part  of  a  $12  million  "smart  highways"  program,  funded 
in  part  by  General  Motors  Corp.  and  the  Federal  Highway 
Administration.  Video  cameras  or  other  sensors  monitor  75,000 
intersections  and  10,000  miles  of  road,  relaying  data  to  Orlan- 
do's Traffic  Management  Center.  A  computer  there  keeps  in 
touch  with  the  smart  cars.  The  technology  could  usher  in  a  so- 
called  Intelligent  Vehicle  Highway  System  that  will  mean  saf- 
er roads  and  shorter  commutes  for  21st  century  drivers. 


&  TECHNOLOGY 
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SOFT  DRINKS  I 
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AFTER  UNIFICATION,  **WE  USED  ANYTHING  WITH  WHEELS  TO  DELIVER  PRODUCT^ 


THE  REAL  THING 

IS  THUNDERING  EASTWARD 


Former  East  Germans  are  crazy  for  Coke.  Next  stop,  Poland 


ow  do  you  find  sales  reps  in  a 
territory  that  has  never  had  any? 
That  was  Horst  Miiller's  predica- 
ment. In  1990,  the  new  head  of  Coca- 
Cola  Co.'s  operations  in  eastern  Germa- 
ny needed  a  sales  force  to  handle  store 
merchandising,  order-taking,  and  deliv- 
ery. But  even  advertising  in  the  papers 
did  no  good.  Says  Miiller:  "These  people 
come  from  a  culture  where  selling  is  a 
completely  foreign  idea." 

So  Miiller  turned  to  his  2,100  local  em- 
ployees, many  of  whom  came  from  the 
six  antiquated  eastern  German  plants 
Coke  had  bought  from  the  state.  He  and 
his  managers  from  western  Germany 
picked  out  the  most  gregarious  techni- 
cians, factory  hands,  and  clerks,  and 
shipped  them  to  the  West  for  sales  train- 
ing. The  result  was  a  team  of  Coca-Cola 
zealots  hustling  for  new  business.  For- 
mer administrator  Regine  Hannemann, 
for  example,  landed  the  account  at  the 
mammoth  Sports  Hall  in  eastern  Berlin. 
The  Hall  has  a  giant  Coke  sign  near  the 
skating  rink  as  well  as  a  dozen  vending 
machines  and  three  cafeterias  serving 
Coca-Cola  beverages. 
Thanks  to  such  drive,  it's  easy  to  find 


eastern  German  fans  of  this  American 
standby.  "Of  course,  when  I  want  a 
soda,  I  drink  Coke  now,"  says  Monika 
Moroz,  a  former  librarian  and  now  an 
art  gallery  owner  in  Berlin.  "It's  a  lot 
better  than  our  old  Klub  Cola."  Exclud- 
ing west  Berlin,  Coke  sold  74  mil- 
lion cases  of  its  soda  last  year 
in  its  new  territory,  up  ^ 
from    zero  before 
1990   (chart).  It 
could   sell  more 
than  100  million 
cases  this  year. 

Since  'l989,  the 
world's  No.  1  soft-drink 
maker  has  invested  $450 
million  in  eastern  Ger- 
many, and  some  ana- 
lysts figure  the  new  op- 
eration will  turn  a  profit 
by  yearend.  Germany  is 
already  Coke's  largest 
market  in  its  European 
Community  group, 
which  contributed  $767 
million  in  1991  operating 
profits— more  than  the 
U.  S.  market  generated. 


COCA-COLA  SALES 

□  WESTERN  GERMANY 
m  EASTERN  GERMANY 


■87  '88  '89  '90  '91 
▲  millions  OF  CASES 


At  this  pace,  Coca-Cola  will  smai 
right  into  PepsiCo  Inc.,  which  for  yea 
has  held  the  advantage  in  most  of  Ea; 
ern  Europe  and  the  old  Soviet  Unioi 
But  because  Pepsi  has  been  weaker  th; 
Coca-Cola  in  Germany,  Coke  has  used 
advantage  to  carve  out  a  market  dange 
ously  close  to  Pepsi's  strongholds 
Eastern  Europe. 

Coke's  top  brass  hesitated  befoij 
plunging  into  eastern  Germany.  Tru 
western  German  bottlers  had  hand^ 
out  samples  to  easterners  when  the  B 
lin  Wall  fell  in  November,  1989.  B 
Chairman  Robert  C.  Goizueta  and  Pres 
dent  Donald  R.  Keough  worried  that 
large  and  fast  push  into  eastern  Germ 
ny's  decrepit  markets  would  be  a  logisl 
cal  nightmare. 

Miiller  and  Heinz  Weizorek,  Germs 
division  president,  successfully  argui 
otherwise.  They  figured  monetary  uni 
cation  would  come  faster  than  anyoi 
expected,  making  business  in  easte; 
Germany  much  easier.  They  also  km 
that  the  Treuhandanstalt,  the  govei 
ment  agency  charged  with  selling  c 
state-owned  businesses,  would  offer  t 
best  tax  incentives  and  investme 
grants  to  those  who  acted  fast. 
GOING  BANANAS.  Just  as  importa: 
"there  was  enormous  pent-up  dema 
for  the  product,"  says  Ralph  H.  Coop< 
president  of  Coca-Cola's  European  Co 
munity  Group.  Before  1989,  East  Gem 
ny's  17  million  consumers  each  ye 
drank  95  soft  drinks  apiece — nearly 
many  as  their  western  neighbors,  ( 
spite  the  bitter  taste  of  state-produc 
sodas.  And  East  Germans  had  be 
watching  Coke  commercials  on  W( 
German  TV  for  years.  When  East  G( 
mans  poured  across  the  border  in  19^ 
bananas  and  Coke  were 
products  they  bought  m 
Once    Keough  a! 
Goizueta  authoriz] 
the  move,  Miiller 
Weizorek  mo 
fast.  The  compa| 
helped  foot  the  bill 
the  unification  ce| 
mony  at  the  Brand 
burg  Gate  in 
fall  of  1990. 
April,   1991,  Col 
aired  its  first  o 
mercial  on  easUI 
German  TV,  showij 
young  and  old  al 
all  enjoying  Co!| 
Company  managi 
also  set  up  8,(1 
vending  machir 
and  fountain  s 
vices  in  prime  lo 
tions,  and  swiftly  ju 
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rigged  a  distribution  network.  "We  used 
anything  witii  wiieels  to  deliver  prod- 
uct," says  Miiller.  That  included  wheez- 
ing Trabant  autos,  now  being  replaced 
by  370  trucks. 

Coke's  dominance  of  western  Europe, 
where  it  outsells  Pepsi  6  to  1,  has  helped 
enormously.  Weizorek  has  consolidated 
Coke's  105  German  bottlers  into  about 
30  today.  These  efficient  factories,  along 
with  an  ultramodern  plant  at  Dunkirk  in 
France,  have  satisfied  eastern  German 
demand  while  the  1940s'  plants  Coke 
bought  were  being  upgraded. 
POLISH  PUSH.  As  such  western  German 
grocery  chains  as  Tengelmann  expanded 
eastward,  they  have  taken  their  orders 
for  Coke  with  them.  And  they've  sup- 
ported Coke's  Western-style  marketing 
initiatives.  The  Coke  sales  force,  for  ex- 
ample, persuaded  these  retailers  to  push 
less  familiar  brands  such  as  Diet  Coke — 
Coke  Light  in  Europe — and  backed  them 
up  with  a  heavy  sampling  and  promo- 
tions campaign.  "Low-calorie  brands 
weren't  very  popular  at  first,"  says  Re- 
gina  Monsheimer,  manager  of  the 
Kauhof  store  in  east  Berlin's  Alexander- 
platz  section.  "But  now,  I  can't  keep 
enough  of  them  in  stock." 

Meanwhile,  Pepsi  is  struggling  in  Ger- 


many. The  company  took  control  of  its 
independent  German  bottlers  two  years 
ago,  but  low  productivity,  poor  distribu- 
tion, and  feeble  marketing  efforts  have 
prompted  some  major  grocery  chains  to 
drop  Pepsi.  German  volume  dropped 
from  66  million  cases  in  1990  to  57  mil- 
lion in  1991.  Pepsi  has  now  put  a  Ger- 
man, Juergen  Schlebrowski,  a  Procter  & 
Gamble    Co.    veteran,    in  charge. 


For  years,  East  Germans  had 
seen  ads  for  Coke,  so  they 

snapped  up  the  soda  as  soon 
as  they  crossed  the  border 


Schlebrowski  has  won  back  key  retail 
accounts,  such  as  Tengelmann,  but  he 
admits  the  company  has  a  long  way  to 
go.  "We  tried  to  do  too  many  things  at 
once  when  we  bought  the  bottlers,"  he 
says.  As  a  result,  Pepsi  has  yet  to  ex- 
pand aggressively  in  the  East. 

While  Pepsi  fixes  up  its  German  oper- 
ation, analysts  expect  Coke  will  start 
shipping  into  Poland  from  its  upgraded 


eastern  German  plants.  Coke  facitiea!f/ 
are  being  planned  for  Bulgaria,  RSnaf" 
nia,  Czechoslovakia,  and  Russia.     i  j 

These  efforts  pale,  however,  in  km-l 
parison  with  Pepsi's  franchised  net'ork 
of  65  bottling  plants  in  Eastern  Euipe 
and  the  former  Soviet  Union.  And  Ipsi 
downplays  Coke's  efforts.  "We  haj.a 
very  sound  base  there,  and  awarenewof 
Pepsi  is  higher  than  any  other  bnd." 
says  Schlebrowski.  "It  will  be  difficijts 
beat  us."  In  the  Soviet  Union  last  ;!ar, 
for  example,  Pepsi  sold  about  45  m|bn 
cases,  about  double  Coke's  output«e 
cording  to  Beverage  Digest.  PepsiiDb 
has  earmarked  $1  billion  for  ove»! 
expansion  over  the  next  two  years. 

Some  Coke-watchers  expect  its  si 
or  muscle  to  triumph  in  this  latei 
stallment  of  the  cola  wars.  "Wha 
advantage  Pepsi  may  have  in  ea 
Europe  from  having  gotten  there 
will  be  easily  wiped  out  by  Coke's 
mendous  global  resources,"  says  G( 
E.  Thompson,  an  analyst  at  Prude 
Bache  Securities  Inc.  Perhaps,  bu' 
ther  of  these  rivals  ever  backs  off 
a  fight  with  the  other,  especially 
new  markets  are  to  be  won. 

By  Walecin  Konrad  in  Berlin,  witf, 
Reich  I  in  in  Bonn 


All  Founders'  Funds  are  available  for  your  IFIA. 


Isn't  Hindsight  Wonderful. 


if  you  had  invested  $10,000  in  Founder's  Frontier  on  January  22,  1987  it  v/ould  have  been 
v^orth  $30,372  five  years  later  Well,  there's  alv\/ays  today  Just  call. 
Average  annual  return  as  of  12/31/91.  I  year  48. 10%,  5  years  24.88%.  Total  return  1/22/87- 
1/22/92  was  203.72%. 

Founders  Frontier  annount  includes  the  reinvestment  of  dividends  and  capital  gams.  For  a  prospectus  containing 
more  complete  information  including  charges  and  expenses  please  call  I  -800-525-2440.  Please  read  the  prospectus 
carefully  before  you  invest  or  send  money  Past  performance  is  no  guarantee  of  future  results.  Investment  return 
arid  principal  value  of  an  investment  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more 
or  less  than  their  cost  and  these  investments  may  pose  greater  risks  and  rewards  t^Q(\f\^C'JCJ^AA(\ 
because  of  market  volatility  and  currency  fluctuations  *  OW  D^D  Aittv 

E  Founders 

Based  In  Denver  Since  1938. 

Founders  Financial  Center.  2930  East  Third  Avenue.  Denver,  Colorado  80206  •  Founders  Asset  Management,  Inc  ,  Distributor 
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\t  Microsoft,  innovation  is  our  most  important  tradition, 
^lumbia  Business  School  helps  keep  it  that  way." 


inaging  Strategic 
lovation  and  Change 

10-15 

22-26  (Lake  Como,  Italy) 

r  Business  Strategy  Programs: 

ness  Strategy 

.2-24 

national  Strategy 

r\-  ll-lS.  93  (Lake  Como,  Italy) 

ling  and  IVIanaging  People 

mber  1-6 

aging  Cultural  Diversity 

mber  1-6 

eving  the  Sustainable  Turnaround 

rams  are  held  at  Arden  House, 
mbia's  mountaintop  retreat  in  upstate 
York,  unless  otherwise  noted. 


DLUMBiA  Business  School 

XECUTIVE  PROGRAMS 


i  catalogue  of  all  programs, 
>r  mail  the  coupon.  Or  call 
2)  854-3395  ext.  410. 


"At  Microsoft,  innovation  means  producing  products  people  love  to  use.  It's 
that  simple.  And  that  hard.  To  stay  a  leader,  you  need  to  ask  for  innovation 
every  day.  That's  why  three  of  us  attended  Columbia  Business  School's 
executive  program,  Managing  Strategic  innovation  and  Cliange  Now,  hardly 
a  day  goes  by  when  we  don't  use  what  we  learned  to  solve  a  problem. 

"The  Program  reminded  us  of  the  fragility  of  success  and  the  importance  of 
critical  thinking  and  creativity.  And  it  exposed  us  to  the  ways  participants  from 
around  the  world —  all  dealing  with  the  same  basic  themes  of  increased 
competition  and  organizational  change  —  approach  problems  and  find  solutions. 

"At  Microsoft,  our  business  is  innovation — reacting  to  it,  anticipating  it,  and 
creating  it.  That's  why  this  program  is  so  valuable.  In  fact,  it's  the  best 
management  seminar  I've  ever  attended. " 

-Tricia  Green,  Manager,  Business  Operations,  Microsoft  Europe 


Columbia  Executive  Programs 

324  Uris  Hall,  Columbia  University, 

Dept.  410,  New  York,  NY  10027   Fax  (212)  316-1473 

Name  


Company_ 
Address  


Cify_ 


.State 


.  zip_ 


Country  _ 
Phone  


_Program(.s)  of  interest  _ 
 Fax 


COLUMBIA 
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WHAT'S  DEADLIER,  A  TOXIC 
WORKPIACE  OR  lOW  PAY? 


uses  KEENEY:  HIS  "RISK-RISK"  STUDIES,  WHICH  USE  DECADES-OLD  DATA,  ARE  THE  CONTROVERSIAL  UNDERPINNING  OF  THE  ACENCY'S  NEW  TA 


Lewis  Carroll  is  alive  and  well  and 
working  at  the  Office  of  Manage- 
ment &  Budget.  At  least  that's  the 
view  of  some  economists,  labor  leaders, 
and  lawmakers,  who  see  shades  of  Alice 
in  Wonderland  in  the  omb's  new  as- 
sault on  regulation.  The  White  House 
regulatory  cops,  seemingly  turning  logic 
on  its  head,  are  now  saying  that  rules  to 
cut  toxic  emissions  in  factories  may  in- 
crease worker  deaths. 

The  0MB  made  its  startling  suggestion 
in  a  Mar.  10  letter  that  asked  the  Labor 
Dept.  for  additional  analysis  of  new 
chemical-exposure  limits  proposed  by  the 
Occupational  Safety  &  Health  Adminis- 
tration. The  0MB  wants  OSHA  to  use  a 
novel  twist  on  cost-benefit  analysis 
called  "risk-risk  analysis."  It  assumes 
that  higher  incomes  reduce  mortality 
rates.  And,  since  the  money  that  compa- 
nies spend  to  comply  with  rules  comes 
out  of  workers'  paychecks,  rule  makers 
should  compare  the  risk  of  death  from 
exposure  to  toxics  with  the  risk  of  fatali- 
ties from  reduced  earnings.  "We  want  to 
make  sure  we  are  helping  more  people 
than  we  are  hurting," 
0MB  regulatory  chief 
James  B.  MacRae  Jr. 
explained  at  a  Mar.  19 
congressional  hearing. 

Applying  that  philoso- 
phy broadly,  as  MacRae 
suggested  the  OMB 
might,  could  defang 
dozens  of  federal  rules 
that  impose  costs  on 
business.  In  the  coming 
months,  the  OMB  could 
move  against  any  num- 
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ber  of  regulations  from  agencies  rang- 
ing from  the  Environmental  Protection 
Agency  to  the  Food  &  Drug  Administra- 
tion (table). 

The  omb's  new  course  isn't  a  sure 
thing:  Risk-risk  analysis  faces  both  legal 
and  economic  scrutiny.  Some  laws  bar 
agencies  from  using  any  form  of  cost- 
benefit  analysis.  And  experts  say  that 
while  the  concept  may  be  sound,  the 
data  it's  based  on  are  dubious. 
UNDER  REVIEW.  But  even  if  risk-risk 
analysis  flops,  the  OMB  seems  intent  on 
doing  its  part  to  halt  the  government's 
regulatory  juggernaut.  As  indicated  in 
January,  when  the  President  slapped  a 
90-day  moratorium  on  new  rules  and  or- 
dered a  review  that  threatens  existing 
ones,  the  Administration  is  looking  to 
shore  up  business  and  conservative  sup- 
port this  election  year. 

The  current  flap  started  in  February, 
when  the  OMB  reviewed  a  proposed  OSHA 
rule  limiting  the  exposure  of  some  6  mil- 
lion workers  in  the  construction,  mari- 
time, and  agriculture  industries  to  lead, 
asphalt  fumes,  and  hundreds  of  other 


toxic  substances.  The  budget  of  t, cfr 

exai 


ack 


ParENTIAL  TARGETS  Of  'RISK-RISK  ANALYSIS' 


1 1  k  Proposed  rule  to  set  workplace  exposure  limits  for  hundreds  of  toxic 
V/ Jl  IM  substances.  Estimated  cost:  $  1 63  million  o  year  ^ 


Final  food  labeling  rules  on  the  use  of  such  terms  as  'light'  and  'low-fat' 
and  defining  allowable  health  claims.  Estimated  cost:  $1 .5  billion 


Feasibility  study  for  construction  of  an  underground  storage  fa- 
cility to  contain  spent  nuclear  fuel.  Estimated  cost:  $8.7  billion 


Proposed  rule  to  limit  toxic  emissions  from  chemical  plants  to  levels 
achieved  by  the  top  12%  plants.  Estimated  cost:  $234  million  a  year 


DATA:  GOVERNMENT  AGENOES 


vowed  to  hold  up  publication  of  the 
until  OSHA  considered  the  effect  of 
projected  $163  million  in  complia 
costs  on  workers'  health.  MacRae 
the  rule  as  a  chance  to  apply  a  thAes  n 
mentioned  in  a  1991  decision  by  the  I  t  avi 
Court  of  Appeals  in  Washington.  It  c 
an  article  by  Ralph  L.  Keeney,  a  Uni| 
sity  of  Southern  California  systems  njB 
agement  professor,  that  suppostj 
showed  that  each  $7.5  million  in  re, 
tory  costs  may  result  in  an  additi 
death  from  lowered  incomes 

But  the  OMB  may  be  overreach 
The  U.  S.  Supreme  Court  ruled  in 
that  federal  law  barred  OSHA  from 
plying  cost-benefit  analysis  to  he 
rules.  MacRae,  who  declined  aomn 
told  Congress  that  risk-risk  analys 
different  and  therefore  permissible 
The  OMB  may  be  on  firmer  gr( 
with  other  agencies,  which  are  allc 
to  use  cost-benefit  analysis.  But  ec 
mists  concede  that  calculating  the  d 
costs  to  companies  for  compliance  jj 
direct  benefits,  including  savings 
fewer  deaths  and 
nesses  and  incre;! 


productivity,  is  h£ 
an  exact  science.  Tc 
up  indirect  costs  w 
involve  even 
guesswork.  The 
would  be  "incredibl; 
precise,"  warns  Jol  ^j, 
Cogan,  a  top  OMB 
cial    in    the  Re£ 
Administration. 

Worse,  although 
officials  say  they 


GOVE 


ii  Ke 

)i  ii 
i'ei 
stion 

Crofi 


studying  the  risk-risk  issue  for 
3,  the  $7.5  million  figure  MacRae 
is  wrong.  Keeney's  figure  was 
nillion.  And  Duke  University  econ- 
W.  Kip  Viscusi,  another  expert 
»y  the  0MB,  says  that  choosing  a 
based  on  one  study  is  "almost  like 
;  a  number  out  of  the  air." 
did  MacRae  know  of  a  disclaimer 
^  placed  in  an  earlier  draft  of  his 
in  Risk  Assessment  that  said: 
ing!  Calculations  that  follow  are 
istrative  purposes  only.  Any  at- 
to  use  the  results  of  these  calcula- 

0  support  or  oppose  a  proposed 
;ion,  program,  or  expenditure  is 
:ely  inappropriate." 

ley  ended  up  using  a  shorter  dis- 
•  but  insists  his  number  is  a  good 
etter  than  those  often  used  in  cal- 
g:  health  hazards.  The  effect  of 
on  mortality,  he  notes,  "is  not 
)lated  from  rats."  If  the  effects 
considered,  he  adds,  "some  of  our 
;ions  may  take  many  lives  in  at- 
ig  to  save  a  few." 
BURES.  Many  economists,  includ- 
ne  cited  by  the  0MB,  have  prob- 
'ith  his  approach,  however.  Jack 
,  co-director  of  Georgetown  Uni- 
's  Center  for  Health  Policy  Stud- 
example,  is  troubled  that  Keeney 
on  1960  data — a  shortcoming 
'  acknowledges.  That  was  before 
as  in  medical  technology  and 
r  availability  of  medical  insur- 
vhich  m.ay  have  altered  the  in- 
lortality  curve. 

ed,  while  Hadley's  own  early 
suggested  that  higher  incomes 
inked  to  lower  death  rates,  his 
esearch  showed  the  relationship 
iC  more  tenuous."  He's  not  sure 
t  best,  argues  economist  Wayne 
f  Clark  University,  it  can  be  hard 
whether  people  are  sick  because 
•e  poor  or  poor  because  they're 
adley  and  others  also  note  that 
3  failed  to  calculate  the  increased 
for  workers  at  companies  that 

1  emission-control  equipment. 
3uld  partly  offset  the  costs  for 
3  in  the  regulated  industries. 
3MB  and  Labor,  meantime,  have 
I  a  compromise:  The  0MB  will  pro- 
jHa's  proposal,  and  Labor  will 
r  the  questions  the  0MB  wants 
ed.  The  0MB  still  has  to  grapple 
)litics,  though,  and  both  Demo- 
ind  Republicans  are  aghast  at 
i  analysis.  As  Senator  James  M. 
s  (R-Vt.)  said  recently,  the  0MB 
"pull  it  back  and  bury  it  some- 
'  Yet  even  if  the  0MB  retreats,  its 
ulation  war  is  bound  to  continue. 
3  Margaret  Seminario,  the  .\fl- 
;alth  specialist:  "They'll  be  back." 
an  Crock,  with  Christina  Del  Valle, 
hington  and  Michael  J.  Mandel  in 
rk 


GET  YOUR  FEET  WET  WITHOUT 
GEHING  IN  OVER  YOUR  HEAD. 


Maybe  you've  wanted  to  get  into 
growth  stocks,  but  you're  not  sure 
where  to  start.  You're  unfamiliar  with 
the  market  or  you  simply  don't  have 
much  money  to  invest. 

Look  into  Janus  Twenty  Fund. 
By  investing  most  of  its  portfolio  in 
approximately  20-30  carefully  selected 
growth  stocks,  Janus  Twenty  Fund  had 
a  69.21  %  total  return  for  the  one-year 
period  ending  December  31, 1991.* 

Our  No  Minimum  Initial  Invest- 


ment Program  lets  you  test  the 
waters.  You  can  invest  in  Janus 
Twenty  Fund  for  as  little  as  $50  a 
month.  It's  a  no-load  investment  that 
lets  you  dip  into  the  exciting  world  of 
growth  stocks  without  worrying  about 
going  off  the  deep  end.  *  * 
Call  or  return  the  coupon  for  a  free 
prospectus  containing  more  com- 
plete information.  Please  read 
the  prospectus  carefully  before  you 
invest  or  send  money. 


JANUS  TWENTY  FUND 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  611 

*  Per  Lipper  Analytical  Services,  Inc.,  for  the  periods  ended  December  31,  1991,  Janus 
Twenty  Fund's  average  annual  total  returns  for  one  and  five  years  were  69.21%  and 
21.98%,  respectively,  and  20.54%  for  the  life  of  the  Fund  from  April  30,  1985  through 
December  31,  1991.  Past  performance  does  not  guarantee  future  results.  Your  return  and 
share  price  will  vary  and  may  be  worth  more  or  less  at  redemption  than  at  purchase. 
**You  should  consider  your  ability  to  continue  in  such  a  program  in  view  of  the  possibility 
that  you  may  find  it  necessary  to  redeem  your  account  In  periods  of  declining  Fund  share 
prices  as  well  as  during  periods  of  rising  prices. 


would  like  to  know  more  about  Janus  Twenty  Fund. 
I  Name  


1 


Address . 


ty/State/Zip. 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO  80217-3375 
1-800-525-8983 
Ext.  611 
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You  just  separated  your  trash. 


Recycling 

is  easy,  isn't  it? 

In  fact, 

it's  one  of 

the  easiest  ways 

you  personally 

can  make  the  world 

a  better  place. 


If  you'd 
like  to  know  more, 
send  a 
postcard  to 
the  Environmental 
Defense  Fund-Recycling, 
257  Park  Ave.  South, 
NY  NY  10010. 


You  will  find 
taking  the  first 
step  toward 
recycling 
can  be  as  easy 
in  practice 
as  it  is 
here  on  paper 


RECYCLE 
It's  the  everyday  way  to  save  the  world. 
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PUniNG  CHARITIES 
UHDER  A  MAGNIFYING  GLASS 


With  government  and 
corporate  contribu- 
tions in  a  recession- 
ary tailspin,  the  nation's  chari- 
ties didn't  need  a  crisis  of 
confidence.  But  that's  what 
many  fear  occurred  after  re- 
cent disclosures  about  the  lav- 
ish lifestyle  and  $463,000  com- 
pensation of  the  president  of 
United  Way  of  America. 
"When  my  own  mother  heard 
it,  she  said  she  wasn't  going 
to  give  anything  to  anybody 
ever  again,"  says  Clare  Hag- 
garty,  a  communications  offi- 
cer at  the  National  Anti-Vivi- 
section Society  in  Chicago. 

If  you  harbor  similar 
thoughts,  charity  officials 
hope  they'll  be  fleeting.  Many 
worthy  causes  have  stepped 
up  personal  appeals  to  offset 
funding  cuts.  If  your  heart  is 
large  but  your  budget  slight. 


it  can  be  a  chore  to  decide 
which  pleas  to  answer.  But 
there  are  ways  to  pinpoint  or- 
ganizations that  seem  most 
likely  to  spend  your  charity 
dollars  wisely. 

Two  watchdog  groups  can 
provide  valuable  data: 
■  The  National  Charities  In- 


formation Bureau  (19  Union 
Square  West,  New  York, 
N.Y.  10003)  keeps  tabs  on 
how  300  charities  measure  up. 
You  can  order  its  Wise  Giv- 
ing Guide,  as  well  as  detailed 
reports  on  any  three  organiza- 
tions, at  no  charge. 
■  The  Philanthropic  Advisory 


HOW  HEALTH  CHARITIES  SPEND  YOUR  MONEY 


TOTAL  INCOME 


SHARE  TO: 

SHRINERS  HOSPITAL 

CRIPPLED  CHILDREN 

AMERICAN 
CANCER  SOCIETY 

UNITED 
CEREBRAL  PALSY 

NATIONAL  EASTER 
SEAL  SOCIETY 

AMERICAN  HEART 
ASSN. 

MILLIONS  OF  DOLURS^ 


'  PROGRAMS  " 

""FUND-RAISING        ADMINISTRATION  *!OTHER- 

'  1 

ri 

•  CHARITIES  OFTfN  INVEST 
SOME  INCOME,  SHRINERS, 
EOR  EXAMPLE,  PUIS 

1 

UNRESTRIOED  GIFTS 
INTO  AN  ENDOWMENT 

ammiHOHPrnuJim 

0  100 

200 

300  400 

Service  (PAS)  of  the  CounQOl 
Better  Business  Buniu.- 
(Dept.  023,  Washington,  IC 
20042-0023)  publishes  an  aau 
al  Charity  Index  with  iior 
mation  on  200  nonpifi 
groups.  The  160-page  bocilt 
is  $9.95.  A  $2  bimonthly  jro 
chure.  Give  but  Give  Willi 
tells  which  organizations  li)^ 
recently  drew  the  larps 
number  of  inquiries  and  jidi 
cates  how  each  conform!  i' 
22  voluntary  guidelines. 

PAS  says  nearly  one-fcrti 
of  the  most  popular  chai^if 
fail  to  meet  at  least  one  oil 
standards,  such  as  "fundii 
ing  shall  be  conducted  iti 
out  excessive  pressure."^3ii 
on  the  most  important  pot 
many  well-known  charit 
have  better  records  tharll. 
watchdog  groups  req'f' 
Two  of  the  major  guidefit 
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that  at  least  half  of  all 

collected  must  go  into 
ms  and  activities  de- 
1  in  solicitations,  and 
,t  of  raising  funds  can't 

35%  of  donations.  A 
ition  of  data  on  the  na- 
100  largest  organiza- 
hows  that  on  average, 
pent  65%  of  total  1990 
;  on  programs,  says 
^on  Prof  it  Times,  a 
y  trade  paper. 

average  fund-raising 
e  was  4.4%,  but  there 
nde  variations.  Habitat 
manity,  which  sponsors 
ome  housing  projects, 
33%  of  its  income  to 
n  money,  and  Amnesty 
itional  spent  27%.  Only 
anizations  out  of  the 
•veyed  spent  more  than 
)  spent  less  than  1%. 
an  be  misleading  to 

compare  perct-ntages, 
)avid  Andrews,  execu- 
;e-president  of  Planned 
;hood  Federarion  of 
za.  Similar  organiza- 
n  the  same  field  can 
zable  variations  (table), 
ying  to  gauge  charities 
irent  fields  is  virtually 
ible.  Planned  Parent- 
pent  about  74%  of  $383 
in  1990  income  for  pro- 
activities  and  put  al- 
9%  into  administration 
md-raising.  If  the  fig- 
ire  matched  against 
if,  say,  Lutheran  World 
-which  spent  99.6%  on 
ms  and  1.3%  for  fund- 

and  administration — 
ief  group  may  seem  to 
re  efficient.  "But  our 
)n  two  fronts — medical 
gal — is  highly  labor-in- 
',"  Andrews  says. 
9  PERKS.  The  NonProf- 
es  numbers  on  United 
f  America  (not  includ- 
jures  for  the  regional 

Ways)  show  adminis- 

costs  consumed  8.8%' 
$33  million  in  1990  in- 
-but  that  tells  yuu  noth- 
3ut  the  high  salary  and 
ive  perks  of  iti;  presi- 
vho  resigned  in  March, 
jing  deeper,  you  can 
)lenty  from  a  document 
)le  from  your  state.  For 
r  or  so  to  cover  duplica- 
sts,  either  the  attorney 
.I's  office  or  the  charity- 
ation  department  will 


.send  you  a  copy  of  a  charity's 
Form  990.  That's  the  tax  form 
all  nonprofit  groups  file  with 
the  Internal  Revenue  Service. 
Just  two  to  four  pages  long,  it 
shows,  among  other  things, 
what  the  charity  pays  its  top 
executives  and  consultants. 

If  you  request  a  charity's 
Form  990s  for  a  few  years 
back,  you  can  get  an  idea  of 
whether  it  is  acting  responsi- 


bly in  tighter  times.  Does  the 
trend  show  program  expenses 
going  down  and  executive  sal- 
aries going  up?  "If  you  have 
any  reservations  at  all  on  how 
your  dollars  are  being  used, 
you  should  write  an  organiza- 
tion's headquarters  and  ask 
questions,"  says  John  Ruber, 
executive  director  of  the  Lu- 
pus Foundation  of  America. 
A  responsible  charity  will 


FOUNDATIONS:  THEY'RE  NOT 
JUST  FOR  ROCKEFELLERS 


One  way  to  maximize 
control  over  your  chari- 
table donations  is  to  set  up 
your  own  foundation.  Far 
from  being  an  option  exclu- 
sive to  Rockefellers  or  Car- 
negies,  most  of  the  30,000 
private  foundations  in  the 
U.  S.  were  started  by  people 
with  a  net  worth  of  less  than 
$1  million.  The  tax  and  legal 
rules  governing  private  char- 
ities are  complex  but  not 
onerous.  And  designing  your 
own  program  can  be  more 
rewarding  than  just  writing 
checks  to  bigger  institutions. 

The  main  difference  be- 
tween public  and  private 
foundations  is  that  private 
charities  are  normally  fund- 
ed by  one  individual  or  fam- 
ily. When  you  apply  to  set  up 


a  tax-exempt  charitable  orga- 
nization, the  Internal  Reve- 
nue Service  conducts  various 
tests  to  make  sure  it  doesn't 
qualify  as  a  public  charity. 
Hospitals,  schools,  libraries, 
churches,  and  museums,  for 
example,  aren't  treated  as 
private  foundations. 

Most  private  foundations 
are  nonoperating:  Rather 
than  doing  their  own  re- 
search or  providing  direct 
services,  they  disburse  mon- 
ey to  other  charities  of  the 
founder's  choice.  Thus,  you 
might  make  regular  grants 
to  a  favorite  cancer  center  or 
animal  shelter,  or  award 
scholarships  or  research 
money  directly  to  individuals. 

For  many  founders,  phi- 
lanthropy dovetails  with  es- 
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respond  promptly,   he  says. 

But  don't  be  surprised  if 
the  organization  pleads  aus- 
terity. Planned  Parenthood 
laid  off  40  people  nationwide 
in  1991,  and  the  Lupus  Foun- 
dation moved  from  Washing- 
ton to  lower-rent  quarters  in 
Rockville,  Md.  So,  while  you 
get  answers,  you  might  also 
get  a  question:  "Won't  you 


give  more.' 


Don  Dunn 


tate  planning.  When  you  en- 
dow a  private  foundation, 
your  taxable  estate  is  cut  by 
the  endowment  amount.  You 
also  get  a  current  income-tax 
deduction  of  up  to  30%  of  ad- 
justed gross  income.  Then, 
you  must  disburse  at  least 
5%'  of  the  foundation's  total 
assets  every  year.  The  foun- 
dation's income  is  subject 
only  to  a  l%-to-2%  excise  tax. 
COMMON  CAUSE.  "But  it's 
more  than  just  tax  econom- 
ics," says  Steven  Thorne,  a 
regional  director  of  Arthur 
Andersen's  Family  Wealth 
Planning  Group  in  Chicago. 
For  entrepreneurs,  establish- 
ing a  charity  can  be  a  re- 
warding second  career.  Leon 
Banco,  president  of  the  Fam- 
ily Business  Center  in  Cleve- 
land, believes  that  running  a 
private  foundation  is  the  best 
way  for  business  owners  to 
ease  the  trauma  of  succes- 
sion once  they  retire.  In 
wealthy  families,  private 
foundations  let  several  gen- 
erations pursue  a  common 
cause  while  shielding  an  e.s- 
tate  that  would  otherwise  go 
largely  to  Uncle  Sam. 

In  drafting  the  articles  for 
your  foundation,  filing  with 
the  IRS,  and  drawing  up  any 
trust  agreements,  you'll  need 
a  lawyer  and  an  accountant 
with  experience  in  charitable 
giving.  Up-front  costs  can  be 
as  low  as  $1,000  and  as  high 
as  $25,000,  depending  on  the 
size  of  your  assets  and  the 
activities  you  wish  to  pursue. 
Before  you  start,  call  the 
Council  on  Foundations  in 
Washington  (202  466-6512) 
and  get  First  Steps  in  Start- 
ing a  Foundation.  This 
clear  guidebook  shows  how 
you  can  feel  like  the  Rocke- 
fellers with  just  a  fraction  of 
their  fortune.     Joan  Warner 
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Autos 


INFINITI'S 
STYLISH  NOD 
TO  THE  PAST 


The  most  exciting  feature 
of  Nissan's  new  midsize 
luxury  sedan,  the  Infin- 
iti  J30,  is  its  styhng.  Instead 
of  the  high,  chopped-off  rear 
deck  that  has  been  the  aero- 
dynamic standard  ever  since 
the  Ford  Taurus  was  intro- 
duced in  1985,  the  J30's  rear 
slopes  dramatically  toward 
the  ground. 

It's  the  way  cars  used 
look,  and  the  vaguely 
retro  J30  evokes  the 
classic  lines  of  a  1961 
Jaguar  Mark  X.  At 
the  same  time,  it  is 
clearly  modern,  with  flush- 
mounted  projector  headlamps 
and  integrated,  body-colored 
bumpers. 

Infiniti  designed  the  $33,000 
J30  to  ply  the  middle  ground 
between  its  $20,000  compact 


and  the  line's  flagship 
now  a  pricey  $44,000. 


G20 
Q45 

Like  its  stablemates,  the  J30 
is  a  practical  four-door  sedan. 
But  its  contours  trick  the  eye 
into  believing  it's  a  coupe. 
That  feeling  continues  inside, 
with  lush  walnut  surrounding 
the  driver  and  cozy  leather 
seats  that  snugly  cradle  the 
lower  body.  Yet  lots  of  glass 
and  ample  shoulder  room 


car's  superior  ride  and  stable, 
surefooted  handling.  But  the 
necessary  drivetrain  hump 
and  engine  layout  mean  that 
the  backseat  is  a  tight 
squeeze  for  three — or  even 
two — adults.  The  rear-wheel- 
drive  layout  limits  the  car's 
cargo  space  as  well. 

Nissan  borrowed  the  3.0-li- 
ter V6  engine  from  its  300ZX 
sports  car  for  the  J30,  and  it 


THE  J30:  A  FOUR-DOOR  SEDAN  WITH  THE  FEEL  OF  A  COUPE 


open  up  the  top  of  the  car. 

If  the  J30  has  a  problem, 
it's  that  the  car  is  too  cozy. 
Rear-wheel  drive,  unusual  in 
this  class,  contributes  to  the 


shows.  Refined  to  reduce 
noise,  the  motor  still  delivers 
210  horsepower — more  than 
the  Lexus  ES  300,  Acura  Leg- 
end, or  Mazda  929. 


Infiniti  believes  that  \mt 
car  buyers  should  not  be  :'di 
el-and-dimed  with  options'S 
virtually  everything,  fronrilu 
sunroof  to  the  compactjad 
player,  comes  standard.  ^ 
only  factory  option  is  a 
touring  package,  with  a  A 
er  suspension,  four-wfe 
steering,      special  s]t)( 
wheels — and  a  rear  spoileia 
ungainly  wedge  that  uifci 
mines  the  sophisticated  |c 
of  the  trunk. 
GREEN  MACHINE.  The  carH 
reflects  Japanese  auto 
ers'  new  emphasis  on  ec<j 
and  safety,  with  plastic 
labeled  for  recycling  anl 
the  latest  protective  feat 
The  J30  has  tw 
bags  up  front, 
belt  tensioners 
secure  passengc 
split  second  b( 
air  bags  inflate,  M: 
reinforced  rooi  i 
lars  that  would  safeguai  s 
eupants  if  the  car  rolls  i-^ 
But  what  will  be  prized 
is  the  J30's  countenance  i 
sense  of  nostalgia  wit! 
convenience  of  the  coi 
porary.         Larry  Arms 


If  you're  about  to  buy  a 
home  or  refinance  a  mort- 
gage, you  may  be  pondering 
whether  to  take  a  15-year 
mortgage  or  one  that  runs 
30  years  at  a  slightly  higher 
rate.  The  raw  numbers  back 
the  shorter  option.  But  fig- 
ures can  be  deceptive. 

If  you  borrow  $100,000  for 
15  years  at  the  available  rate 
of  8.5'a  ,  you'll  end  up  paying 
about  $177,000  in  principal 
and  interest.  Borrow  for  30 
years  at  8.9'/',  and  you'll 
pay  out  $287,000.  Simple 
arithmetic  savs  vou  save 
$110,000  if  you"  can  af- 
ford a  15-year  loan's 
monthly  payment  of 
about  $985,  vs.  $797  on  a 
30-year  deal.  The  $188  a 
month  extra  adds  up  to 
$33,840  over  the  15-year 
term  of  the  loan. 
REAL  COST.  But  the  real 
extra  cost  is  considera- 
bly higher,  claims  San 
Francisco  financial  con- 
sultant Tim  Kochis. 
Each  year  that  a  mort- 
gage amortizes,  a  small- 


Smart  Money 

IS  A  SHORT-TERM  MORTGAGE 
BETTER  IN  THE  LONG  RUN? 


er  portion  of  your  monthly 
payment  goes  to  pay  inter- 
est— which  is  tax-deduct- 
ible— and  a  larger  part  re- 
pays principal.  As  you  lose 
the  deductions,  vou  have  to 


HOW  A  30-YEAR  LOAN 
CAN  LINE  YOUR  POCKET 


MONTHLY  PAYIWENTS: 

►  15-YR.,  $100,000,  8.5%  ^985 

►  30-YR.,  $100,000,  8.9%  ^  797 


IVIONTHLY  SAVINGS 
TOTAL  SAVINGS 
OVER  15  YEARS 

SAVINGS  INVESTED, 
PLUS  10%  RETURN* 

LOAN  BALANCE 

30-YR,  MORTGAGE  ARERl  5  YRS. 


5188 
533,840 

598,900 

579,000 


5 1 9,900 


NEST  EGG 

ARER  SUBTRAOING  LOAN  BAWNCE 

■BASED  ON  LONG-TERM  OOW  JONES  INDUSTRIAL  AVERAGE  RETURNS 
DATA:  KOCHIS  8  FITZ  INC 


earn  more  pretax  dollars  to 
make  the  monthly  payment. 
Assuming  you  are  in  the  30'  f 
tax  bracket,  you  need  $1.43 
pretax  to  pay  each  nonde- 
ductible $1. 

So,  look  again.  After 
accounting  for  lost  inter- 
est deductions,  Kochis 
calculates,  you  would 
need  $220,253  in  pretax 
income  to  pay  off  the  15- 
year  loan.  But  with  more 
dollars  going  to  interest, 
you  would  need  to  earn 
just  $152,450  to  make  15 
vears  of  pavments 
($143,460)  on  the  "30-year 
loan.  The  difference — 
$67,803— is  the  increased 
real  cost  of  paying  an 
extra  $33,840  on  the  15- 
year  loan. 
True,  you  still  owe 


$79,000  on  the  30-year  n 
gage  after  15  years.  But 
lower  payment  lets  you 
$188  a  month,  which  K( 
suggests  putting  into  stc 
If  the  portfolio  returns 
aftertax  over  15  years- 
unrealistic  based  on 
Jones  industrial  average 
ures — it  would  grow 
$98,900.  That  can  pay  of] 
mortgage  with  a  de 
chunk  left. 

Richard  Peach,  de 
chief  economist  for  the  J 
gage  Bankers  Assn 
this  makes  sense  as  Ion 
two  things  happen:  The 
rower  has  enough  disci 
to  invest  the  monthly 
ings,  and  the  optimistic 
of-return  on  the  stock  pc 
lio  proves  accurate. 

Another  strategy  is  to 
tinue  the  30-year  mort 
after  15  years  and  use 
ceeds  from  the  growing 
folio  to  make  the  payrr^ 
The  bottom  line  is  that 
year  mortgage  gives 
more  flexibility — an  ass 
itself.  Don 
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people  or  beans? 


There's  only  one  possible  answer.  Both.  With  traditional  medical 
costs  soaring  20%  a  year,  stemming  the  tide  is  essential. 

But  doing  it  at  the  expense  of  human  needs  is  unacceptable;  it's 
also  counterproductive.  Because  the  fact  is,  it  simply  doesn't  work. 
We've  found  that  controlling  costs  while  maintaining  the  quality 

of  care  aren't  mutually 
irreconcilable  goals,  but 
in  fact  go  hand  in  hand. 

And  when  they  do, 
everyone  stands  to  gain. 

Accordingly,  the  aim 
of  each  and  every 
managed  care  program 
we  offer  is  quality. 

To  that  end,  we  have 
provider  credentialling 
programs,  operate 
utilization  and  quality 
management  programs, 
and  continually  monitor 
patient  satisfaction. 

Recently,  for  example, 
94%  of  the  members 
enrolled  in  our  healthplan  rated  their  physicians  highly.  We  believe 
that  no  company  should  be  forced  to  choose  between  human  needs 
and  financial  needs. 

To  help  you  satisfy  both,  we  have  created  one  of  the  most  extensive 
health  care  networks  in  the  country.  For  literature,  call  CIGNA 
Employee  Benefits  Companies,  1-800-782-0782. 

And  talk  to  the  people  who  really  know  how  to  use  their  bean. 


We  get  paid  for  results! 


Personal  Business 


Leisure 


SPORTING  CLAYS:  AN  OFFSHOOT 
OF  SKEET  TAKES  OFF 


Our  golf  cart  careens 
down  a  steep,  rocky 
path  and  jolts  to  a 
halt.  I  step  onto  a  wooden 
platform.  My  instructor 
nudges  my  arms  and  feet  into 
the  correct  stance  ,  ^~ 
and  pushes  a  remote-  .  "^'i,. 
control  button.  As  I  * ' 
scan  the  ravine,  a 
dot  soars  out  of  no- 


take  a  variety  of  flight  paths. 

For  such  reasons,  sporting 
clays  is  catching  on  fast  for 
business  socializing  and  fam- 
ily recreation 


where.  I  point  the  20-gauge 
Beretta  just  ahead  of  it, 
squeeze  the  trigger,  and 
watch  a  small  clay  disk  shat- 
ter. Just  as  I  start  to  congrat- 
ulate myself,  another  disk 
streaks  across  the  sky.  I  fire 
too  hastily,  and  it  disappears 
unscathed  into  the  woods. 

Not  bad  for  a  first  go  at 
sporting  clays.  The  shotgun 
game  was  intended  to  simu- 
late hunting — originally  for 
practice,  although  now  it's  of- 
ten a  substitute.  It's  a  sport 
that  shares  some  of  the  club- 
by and  outdoorsy  attributes 
of  skeet,  although  with  more 
natural  settings  and  more  of 
an  air  of  adventure.  And  the 
targets,  instead  of  following 
a  few  predictable  patterns, 


Worth  Noting 


■  SILVER  LINING.  If  the  bank 
that  holds  your  mortgage 
fails  and  you  wanted  to  refi- 
nance anyway,  you  may  be 
able  to  buy  your  loan  back 
directly  from  the  FDic  at  a  5% 
discount  before  the  agency  re- 
sells it.  Call  your  lender's 
FDIC  representative. 

■  OENOPHiLE  ALERT.  The  new 
monthly  newsletter  Value 
Wine  publishes  tasting  re- 
sults and  recommends  foreign 
and  domestic  buys  from  $4  to 
$15.  Twelve  issues  cost  $30. 
Call  415  788-2891. 


was 


alike.  Some  250 
-  clubs  have  set 
up  facilities 
since  the  sport 
formally  intro- 
duced in  1985  from  England, 
where  it  has  been  flourishing 
since  the  1920s.  Courses  often 
are  adjuncts  of  skeet  estab- 
lishments and  are  popping  up 
at  fashionable  resorts  as  well. 

The  clays  themselves 
are  simply  low-tech  sau- 
cers, flung  into  the  air  by 
spring-loaded  devices 
called  traps.  Various  models 
are  operated  manually,  elec- 
trically, or  by  a  computer. 

While  sporting  clays  is  an 
offshoot  of  skeet  (from  the 
Norse  for  shoot),  enthusiasts 
say  it  isn't  as  intensely  com- 
petitive. In  skeet,  you  can  be 
"humiliated  by  not  breaking 
100%  of  the  targets,"  says 
Johnny  Cloherty,  head  of  the 
National  Rifle  Assn.'s  new 
Sporting  Clays  Development 
Dept.  But  in  sporting  clays, 
as  I  learned  from  Jim  Cauley, 
my  instructor  at  the  Home- 
stead in  Hot  Springs,  Va., 
"50%  is  what  you  expect." 
RABBIT  HOP.  Anyway,  the  em- 
phasis isn't  on  scoring,  it's  on 
having  fun.  Indeed,  one  of 
sporting  clays'  top  guns.  Gen- 
eral Norman  Schwarzkopf  of 
Desert  Storm  fame,  is  intent 
on  keeping  the  game  from  be- 
coming serious  and  exclusive, 
as  he  found  skeet  to  be  in  his 
younger  Army  days.  It 
shouldn't  become  so  competi- 
tive, he  told  Sporting  Clays 
magazine,  that  "we  drive  out 
everybody  except  the  elitists." 

Certainly,  you  don't  have  to 
be  among  the  elite  to  get 
started.  "Most  good  clubs  pro- 


vide leaner  guns"  to  newcom- 
ers, says  John  Higgins,  chief 
instructor  for  the  San  Anto- 
nio-based National  Sporting 
Clays  Assn.  (NSCA).  A  box  of 
25  shells  runs  around  $7,  dues 
may  be  $10  a  year,  and  a  ser- 
viceable shotgun  may  set  you 
back  a  few  hundred  dollars. 

At  the  upper  end,  there 
are  courses  as  elaborate  as 
the  Homestead's.  There,  you 
walk  or  ride  a  mile-long  com- 
plex of  12  stations  that  send 


out  clays  in  patterns  simu 
lating,  say,  a  high-flying 
mallard  or  a  rabbit  darting 
along  the  ground.  Guests 
pay  $80  for  100  rounds  to 
shoot  at  100  clays  plus  a  gun 
safety  glasses,  and  earplugs 


J 


If  you  get  serious  abnt 
sporting  clays,  the  spend g 
opportunities  practically  t- 
plode.  Manufacturers  suchis 
Beretta,  Browning,  Krieii- 
off,  and  Perazzi  turn  ouu 
variety  of  shotguns  especiiy 
for  the  sporting-clays  marlj; 
many  cost  $2,000  to  $5,(J, 
while  a  few  run  to  $25,00( 

For  those  who  want  con'^ 
tition  and  camaraderie, 
NSCA's  Sporting  Clays  ($2;a 
year  for  six  issues,  803  6i- 
2219)  lists  clubs  as  wellU 
tournaments.  Among  the  |g 
events  this  year  will  be  le 
NSCA  U.  S.  Open  at  the  Hot 
stead  on  May  22-24.  With  le 
right  connections,  ;u 


Instruction  is  $50  an  hour. 

Public  courses,  such  as  Mid 
Hudson  Trap  &  Skeet  in  New 
Paltz,  N.  Y.,  are  an  easy 
means  to  get  into  the  sport. 
There,  for  $30,  owners  Ginny 
and  Hugh  Davis  provide  100 
targets  at  a  10-station  course. 


might  get  in  on  invitatni'! 
tournaments,  too,  where  o: 
porate  sponsors  bring  nv 
stars  and  other  luminnt 
into  the  action.  Who  km/s- 
That   could   be   your  >nt 
chance  to  outshoot  Stonii 
Norman.  Dick  Ja-'ff 
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One  saves  time.  One  saves  California. 


The  next  time  you  reach  for  a  foam  cup,  remember  this:  styrofoam  plastic  is  a  material 
ever  breaks  down  in  a  landfill. 

Keep  reusing  glass  and  ceramic  mugs  instead.  They  don't  create  extra  gar- 
They  don't  litter  the  environment.  And  besides,  they're  a  lot  nicer  to  look  at. 


106A-CA 


President  Lee  T  eng-hui. 
106B-CA 


From  a  country  once  best  known  tor  its  labour-inten- 
sive products,  the  Republic  of  China  on  Taiwan  has  devel- 
oped into  a  modem,  industrial  nation. 

New  industries  which  produce  an  impressive  range  of 
precision  products,  such  as  laptop  computers,  compact  discs 
and  telecommunication  equipment,  have  been  built  on  a 
strong  base  of  heavy  industries,  such  as  steel  and  ship- 
building and  traditional  industries,  such  as  plastics,  foods 
and  textiles.  ^ 

The  growth  of  high-tech  industries  is  a  direct  result  of  Science 


r  - Moves  to  the  Laptop 


the  Republic  of  China's  long-term  commitment  to  science 
and  technology.  Over  the  years  from  its  inception  in  1959, 
the  Science  and  Technology  Policy  has  created  an  envi- 
ronment for  the  country  to  join  the  world's  industrial  nations. 

The  Hsinchu  Science-based  Industrial  Park  (SIP),  the 
nerve  center  of  Taiwan's  industrial  development,  has  over 
100  companies  flourishing  in  its  high-tech  environment. 
Some  major  industries  in  the  SIP  include  computers  and 
peripherals,  integrated  circuits,  optometries,  automation 
equipment  and  bio-engineering. 


The  Republic  of  China's  invest- 
ment in  science  and  technology  has 
benefitted  its  traditional  industries  as 
well.  They're  now  able  to  make  better, 
more  competitive  products. 

In  the  course  of  creating  the  right 
industrial  environment,  Taiwan  has 
faced  the  usual  problem  of  protecting 
its  natural  environment.  The  govern- 
ment has  set  up  an  Industrial  Pollution 
Task  Force,  which  helps  factories  with 
their  pollution  control  systems. 


The  ultimate  goal  of  the  Republic 
of  China's  industrial  policy  is  to  catch 
up  with  the  world's  most  modem  na- 
tions by  the  year  2000.  Even  as  you 
read  this,  the  gap  is  closing. 


TODAY'S 
TAIWAN 


REPUBLIC 
OF  CHINA 
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ON/OFF 


A.Dm.Lttedly,  ot4.r  new  touch-tfcreen  directory 
require^*  a  certain  cimx>unt  of  technical  aptitude 


T  S  NOT  OFTEN  THAT  YOU  FIND  THE  WORDS   "SIMPLE"  AND   "SOPHISTICATED"   BOTH   USED  TO  DESCRIBE  THE  SAME 


Stomn'rr  1,000 
btutitieA*,!  "cardj. 


Recall 

IT'S  NOT  OFTEN,  HOWEVER,  THAT  YOU  FIND  A  PRODUCT  LIKE  AXXESS,'"         /'}/ ftr.it 


company 


Oner-touch 
auto  duiUn^. 


<ABLE  NEW  ELECTRONIC  DIRECTORY  FOR  YOU  OR  YOUR  ENTIRE  OFFICE. 


Enter  Oata 
I'U]  touch -^*creen  or 
computer  keyboard. 


Print  ha ri)  copies 
via  PC  printer. 


A.ppointrnent 
calenfiar 
n'tth  alarm. 


Liog  time 
on  calLi  or 
/oh-by-Job. 


UpL->ad  /  ()o\i'ntoad 
with  PC  or  Mac. ^ 


One-year  timite<> 
warranty. 


Remember  the  last  time  you  misplaced  an  important  name  or  phone  number?  (You  know,  the  wallet- 


desk-rummaging,  trash  CAN-DUMPING  FRENZY  THEY  STILL  TALK  ABOUT  AROUND 

yJ^xw^'.'.'  takeo  the  frujtration  out 
of  phone -re  la  te<)  communicatioruf. 


ER   COOLER.)  With   AxXESS.   the    information   YOU    NEED   IS   always  where   YOU'LL   FIND   IT   AND   UNLIKE  THE 


IMPLICATED,  BUTTON-COVERED  DEVICES  YOU'VE  SEEN,  YOU  DON'T  NEED  AN  ADVANCED  DEGREE  IN  ENGINEERING  TO 


INFORMATION.  In  FACT.  OUR  TOUCH-SENSITIVE  SCREEN  IS  SO  SIMPLE 


TO  OPERATE.  YOU  CAN 

■  /u.'t  touch  the  .'creen  to 
finc^  a  number  then  touch 
the  number  to  chal.  JVo 
mtnititure  fceyboarc). 


ING  IT  THE   MINUTE   IT  COMES  OUT  OF  THE   BOX    FEATURES?    EVERYTHING  YOU  NEED  TO  STREAMLINE  YOUR  OFFICE. 


AxxESS  FROM  Oregon  Scientific  Proof  that  you  don't  need  buttons  to  be  buttoned  up  Now  available 


mm 


INTRODUCTORY  PRICE  OF  $499.    FOR  ORDERS  OR  INFORMATION,   PHONE  TOLL  FREE     1 -800-869-7779 •, 


Time / Date  BufpUiy. 


\e  thaler  ,'pealzer  ( when 
hone  not  connected) . 


Ditnetwion^i : 
r\x6-5/S"xJ-5/8" 


Rechargeable  batterie,* 
proi'i^e  appriKximately 
J-l/2  hr.i.  portable  u.»e. 


Keyboard  port. 


Cable  to  phone 
{ inclue^eetj . 


Printer/ 
.  computer  port. 
■  AC  power 

input. 


'Call  8am  -5pm   monoayfridav  Pacific  Time 


Last  year  fraudulent  workers 
compensation  claims  in  California 
were  estimated  at  more  thian  $1 
billion.  Tfiose  were  benefits  thiot 
your  premiums  ultimately  paid  for 

Fraud  increases  your  premiums 
and  steals  profits  from  your 
bottom  line. 

Industrial  has  gone  after  fraud 
for  years,  and  now,  backed  by  a 
toughi,  new  law  making  false 
workers  comp  claims  a  felony, 
we're  going  even  furtfier 

We've  expanded  our  success- 
ful partnership  with  WeTip,  the 
national  crime-fighting  organiza- 
tion, using  an  exclusive  hotline 


(l-800-I,I.-FRAUD)to  offer 
rewards  of  up  to  $1,000  for  people 
who  uncover  workers  comp  fraud. 
And  some  of  our  best  people 
have  been  assigned  as  anti-fraud 
specialists  throughout  California. 

To  help  our  policyholders 
and  their  employees  recognize 
and  combat  fraud,  we've  launched 
a  program  that  spells  out  the 
law,  its  penalties  and  how  to  call 
WeTip  anonymously  And  we've 
also  strengthened  our  contacts 
with  state  law  enforcement 
agencies  and  district  attorneys 
to  help  prosecute  fraud. 

Join  us  in  fighting  fraud  while 


controlling  your  insurance  costs. 
Call  your  agent  or  broker,  or  Jack 
Miller,  president  of  our  workers 
compensation  division,  at 
(415)627-5484. 


Industrial 
Indemnity 

A  Crum  and  Forster  organization 

A  XEROX  Financial  Services  Company 
Home  Office:  San  Francisco 


106F-CA 


Native  Califomian 

For  125  years 
our  promise  has  been  our  policy. 


Pacific  Mutual 

800-800-7646 

Pacific  MucLi.ll  Lik-  Insurance  (  imipany.  700  Newport  Center  Drive,  Newport  HcMch.  C^A  92f)(jO.  I'acifit.  Mutual  subsidiaries  include:  PM  Group  Life  insurance  Company.  Employee  Benefits  America. 
Pacifit.  Financi.il  Asset  .Vlanagement  C!orporation  (PFAMCo).  Patilk  Invesmuiu  Management  C'ompany  (PIMCO).  PMRealry  Advisors,  Inc.,  Cadence  Capital  Management  Corporation. 
NFj  Invesiment  Group,  Inc..  Parametric  Pnrtfolin  As-.u'-i.tKN,  Inc.,  I'.Rific  Fquities  Network,  Mutual  Seirice  Corporation.  United  Planners"  Group,  Inc. 


Mihii.lI  I  lk-  Insurance  Company 


When  this  logM 
turtle  washeda 
from  home,  we^lpe 


THE  AIRLINE  OF  CHOICE 
FOR  BUSINESS  TRAVELERS  AND 

Endangered  Species. 


THK  BUSINESS  TRAVELERS  WHO  PRIZE  Alaska  Airlines'  special  treatment 
and  intelligent  service  aren't  alone.  Last  year,  the  same  kind  of  service  came  to  the 
aid  of  a  hypothermic  sea  turtle.  It  had  washed  up  on  the  Washington  coast 
ill  and  far  from  its  home  in  Mexico.  After  rehabilitation,  we  took  the  extra 
steps  needed  to  fly  it  home  healthy,  on  one  of  our  flights. 

Exceptional  service  like  this  really  isn't  unusual  on  Alaska  Airlines.  Our 


people  are,  in  fact,  widely  known  for 
being  more  capable  and  more  flexible. 

Our  selection  standards  are  one 
reason  for  that.  To  fill  240  flight  atten- 
dant positions,  we  talk  to  4,500  peoplejj 


And  we're  also  highly  selective  with  Lio 


Kit 

t 


ticket,  reservation,  and  gate  agents. 

With  that  in  mind,  we  give  appli-  (jj; 
cants  for  both  agent  and  attendant 
positions 
a  rigorous 

service-skills  test.  And 


n 

-m  44 
« 

1 


although  It's  a  widely  used  test,  the 
firm  that  handles  it  has  had  to  create 
significantly  higher  scoring  standards 
to  meet  our  requirements. 

Passengers  who  fly  with  Alaska 
Airlines  apparently  notice  the  differ-  • 
ence.  Because  for  three  years  runningW 
we've  been  rated  the  best  U.S.  airliner'"^ 
by  Condc  Nast  Traveler  readers.  * 

!  .'■ 

And  while  sea  turtles  and  the 
occasional  otter  we  carry  can't  vote, 
we  suspect  they'd  agree.  ji 
To  experience  special  treatme 
yourself,  contact  your  travel 
agent  or  Alaska  Airlines  ai: 
1-800-426-0333. 
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AN  OFFER 
WORTH  THE  PAPER 
IT'S  PRINTED  ON. 

With  every  new  subscription. 

Business  Week  will  plant  a  tree 

in  one  of  America's  Heritage  Forests. 


Every  week  Business  Week  brings  you  up  to 
date  on  the  world  of  business.  We're  committed 
to  bringing  you  coverage  of  business  news  that 
is  not  only  timely  but  insightful.  Now,  we're 
also  committed  to  teaming  up  with  you  to  make 
a  positive  contribution  to  our  environment. 

With  the  help  of  the  Global  ReLeaf  Campoign 
of  the  American  Forestry  Association  (AFA),  we 
will  plant  a  tree  in  one  of  America's  Heritage 
Forests  with  every  new,  paid  Business  Week 
subscription. 

Global  ReLeaf  educates  people  on  opportunities 
to  enhance  the  environment  through  improve- 
ment of  trees  and  forests.  The  campaign  creates 
these  positive  environmental  opportunities  for 
individuals,  community  groups  and  businesses. 

The  Heritage  Forest  Program  is  one  such 
opportunity.  Heritage  Forests  are  special  public 
lands,  selected  by  the  AFA  as  lands  where 
privote-sector  donations  con  create  new  forests, 
that  would  not  be  possible  under  existing  public 
programs  and  budgets. 


SUBSCRIBE  TO  BusinessWeek  NOW 

We'll  plant  your  tree  and  still  offer  you 
substantial  savings.  At  only  89Can  issue, 
you  save  64%  off  the  $2.50  cover  price 
and  make  a  positive  contribution  to  the 
environment. 

Enjoy  the  convenience  of  having  Business 
Week  delivered  and  the  satisfaction  of 
having  done  something  to  help  improve 
and  preserve  America's  forests. 

U'$  easy  to  do.  Fill  out  one  of  the 
post-paid  cards  found  in  this  issue  and 
drop  it  in  the  mail  today  or  (all  toll-free 
1-800-635-1200. 

For  more  inlormotion  on  ihe  Global  ReLeaf  Program,  coll  (20?)  66?  3300 
or  wnle  lo  Ihem  ol  P  0  Box  ?000,  Woshington,  DC  ?001 3 
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COMMON  SENSE  SOLUTIONS  FOR  YOUR  RETIREMENT  SAVINGS 


"Today's  Low  Rates  Aren't 
Enough-That's  Why  I 
Switched  My  IRA  To  Fidelity " 

Your  IRA  has  probably  become  a  sizable  investment  by  now.  And  maybe  you've  been  thinking 
that  now  you  should  do  more  for  such  a  crucial  part  of  your  retirement  savings.  Let  Fidelity  Invest- 
ments show  you  how  to  get  the  most  for  your  IRA  today. 


BONDS 


It's  Easy  To  Transfer 
Your  IRA  To  Fidelity 

Thousands  of  investors  are 
choosing  the  Fidelity  IRA  and  the 
expert  management  of  America's 
largest  mutual  fund  manager-now 
with  over  $150  billion  in  assets.  All 
it  takes  is  one  toll-free  call  to  get 
everything  you  need.  There's  one 
application,  one  eiisy  transfer 
form,  and  Fidelity  handles  the  rest, 
no  matter  where  your  IRA  is  now. 
Day  or  night,  you'll  have  access  to  ijiformation 
about  your  IRA  when  you  want  it.  And  Fidelity's 
Retirement  Specialists  can  help  you  with  retirement 
plan  questions. 


Fidelity  Asset  Manager 


STOCKS 


MONEY  MARKET 
INSTRUMENTS 

Fidelity  Asset  Manager  means  immediate 
diversification.  Ttie  chart  stiows  the  fund's 
asset  mix  as  of  12/31/91. 


Transfer  And  Diversify 
In  One  Easy  Step 

Now,  Fidelity  Asset  Manager^" 

can  make  diversifying  as  easy  as 
one  fund.  With  one  no-load  invest- 
ment, your  money  is  invested 
across  stocks,  bonds  and  money 
market  instruments,  and  the  port- 
folio is  gradually 
adjusted  by 
Fidelity's  manag- 
ers as  market 


conditions  change.  Of  course, 
share  price  and  return  will  vary 
You  can  transfer  or  start  your  IRA 
or  SEP-IRA  with  just  $500. 


Average  Annual 
Returns* 


23.64-^ 

One  Year 


14.58% 

Life  of  Fund 
(12/28/88-12/31/91) 


A  Common  Sense 

Guide  To 

Wanning 

for  Retifemenf. 


Free  Retirement  Planning  Guide 

Call  for  an  IRA  fact  kit  and  your  free  copy  of  A  Comtnon  Sense  Guide  To  Planning 
For  Retirement.  Inside,  there's  plain  talk  and  easy-to-use  worksheets  to  help  you 
plan  for  the  retirement  you  want.  Fidelity's  special  services  for  retirement  investors 
include:  ^  Retirement  newsletters  ^  Consolidated  quarterly  statements 
l/  Personalized  Withdrawal  Service  ^  Retirement  Specialists. 


Visit  A  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


Fidelity 


investments  ® 

Common  sense.  Uncommon  results. 


Ibr  more  coniplele  Infornwlion  on  Asscl  Manafjer  including  miinaut'mfnt  fees  and  expenses,  call  for  a  free  prospectus.  Read  il  carefully  before  vou  invest  or  send  nionev. 
Fidelity  Distributors  (Corporation,  *Total  returns  for  the  period  ending  1 2/M  A)l  are  historical  and  include  cTiange  in  share  price  and  reinvest^rnt'nt  of  dividends  and  capi- 


tal gains,  hL-^l  performance  is  no  guarantee  of  future  results.  You  may  have  a  gain  or  loss  when  vou  sell  your  shares 
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:  morket  investors  cheer  in- 
i  cuts,  but  apparently  not 
ese.  When  the  Bank  of 
:ed  the  discount  rate  on 
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^f  small-company  stocks, 
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Mar.    Mor.  26-Apr.  1 


iOS  1300 
40/1  23 


52-week  change 
-f6.7% 


1  -week  change 
-0.8% 


THE  DOLLAR 

Mar  Sept 


Mar     Mar  25-Apr.  1 


52  week  changi 


52-week  change 
+0.6^;. 


1  -week  change 
+0.2% 


KET  ANALYSIS 

)CKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

ES  INDUSTRIALS 
ANIES  (Russell  1000) 
MPANIES  (Russell  2000) 
ANIES  (Russell  3000) 

3249.3 
214  5 
202.4 
229.2 

-0.3 
-10 
-2.2 
-1,1 

11,0 
8.1 

16.5 
8  7 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  SOO  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

4.1 1% 
7.90% 
3.02% 
25.2 

4.09% 
7.95% 
2.98% 
25  4 

6.0% 
8.2% 
3.3% 
17.6 

4  STOCKS 

latest 

%  change  (loco 
Week 

1  currency) 
S2-week 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  overage 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

399  7 
58,0% 
0.44 
3.10 

r  =  revised 

399  1 

62.1% 
0.40 
3,19r 

Positive 
Negative 

Positive 
Negative 

FINANCIAL  TIMES  100) 
IKKEI  INDEX) 
(TSE  COMPOSITE) 

2408.6 
18,581.8 
341 1.9 

-2  3 
-8.1 
-1.2 

-4.4 

-30.6 
-3.0 

ISTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

EEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

DISTANCE  TELECOMMUNICATIONS 

8  5 

17.4 

AT&T 

10  9 

19.0 

40 

ACTURED  HOUSING 

7.8 

50.7 

FLEETWOOD  ENTERPRISES 

7.9 

64,4 

44 

NE  TOOLS 

7.4 

42.5 

CINCINNATI  MILACRON 

9.7 

30.8 

17 

MENTATION 

7.3 

54.5 

HEWLEn-PACKARD 

8.2 

61.0 

80  V2 

AARKET  AUTO  PARTS 

2.8 

74.2 

ECHLIN 

10.9 

42.0 

17  % 

EEK  LAGGARDS 

%  chonge 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

MINING 

-11.1 

-17.1 

HOMESTAKE  MINING 

-18.4 

-19.7 

12  3/4 

nON  CONTROL 

-11.0 

-5.0 

WASTE  MANAGEMENT 

-12.3 

-2.8 

38  Vs 

-9.7 

33.5 

STRIDE  RITE 

-17.4 

15.4 

24  % 

;S  AND  LOANS 

-9.4 

3.1 

H.  F.  AHMANSON 

-15.1 

-15.6 

15  '/2 

)NDUCTORS 

-9.3 

20.0 

INTEL 

-16.0 

18  2 

55  'A 

UAL lUNDS 


MORNINGSTAR  INC 


total  return 


LAGGARDS 
%       Four-week  total  return 


% 


^^■J  S&P  500 

4-week  total  return 


Average  fund 
52-week  total  return 


R  INVEST.  PORT.  DIVERS. 
R  DIVERSIFIED  INCOME 
FY  SELECT  AUTOMOTIVE 

otal  return 


INCOME 


2.9 
2.5 
2  4 

% 


MONITREND  GOLD 
STRATEGIC  GOLD/MINERALS 
OPPENHEIMER  GLOBAL  BIO-TECH 

52-week  total  return 


-16.1 
-14.0 
-13.0 


m  REGIONAL  BANK  B  54  0 

FY  SELECT  REGIONAL  BANKS  52.9 
STREET  INCOME  &  GROWTH  49  4 


STRATEGIC  GOLD/MINERALS 
FIDELITY  SELECT  ENERGY  SERVICE 
NIKKO  JAPAN  TILT 


-35  1 
-30.5 
-27.5 


TIVE  PORTFOLIOS 


mounts 
It  the  present 
$10,000 
I  one  year  ago 
jortfolio 

ges  indicate 
total  returns 


Hi 


Ti-easury  bonds 
$11,247 

+  0.93% 


U.  S. stocks 
$10,978 

-1.27% 


nil 


Money  market  fund 
$10,452 

+  0.07% 


Gold 
$9,564 

+  1.00% 


DATA  RESOURCES  INC. 


Foreign  stocks 
$9,562 

-0.11% 


1  this  poge  are  os  of  morket  close  Wednesdoy,  Apr,  1  1992,  unless  otherwise  incJicoted 
Dups  include  S&P  500  companies  only,  performance  and  shore  prices  ore  as  of  market  close 


Mar  3  1  Mutual  fund  returns  ore  as  of  Mor  27  Relotive  portfolios  ore  volued  as  of  Mar  3 1  A  r 
detailed  explonotion  of  this  page  is  available  on  request. 
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PRIVATE  JUSTICE: 
GOOD  IDEA,  NEEDS  WORK 


The  U.  S.  legal  system  is  guilty  of  costly  inefficiencies 
that  hurt  the  competitiveness  of  American  companies. 
A  BtiSlNESS  WEEK/Harris  Poll  of  senior  executives 
drawn  from  the  BUSINESS  WEEK  1000  found  that  62%  of 
those  surveyed  believe  that  the  American  civil  justice  sys- 
tem significantly  hampers  the  ability  of  U.  S.  companies  to 
compete  with  Japanese  and  European  rivals.  And  83%  of 
those  polled  say  that  the  fear  of  lawsuits  inhibits  their  de- 
cision-making more  than  it  did  10  years  ago. 

Now,  after  years  of  mounting  frustration  with  soaring 
legal  costs  and  lengthy  court  delays,  companies  are  applying 
logic  to  the  prolilem.  They're  resolving  their  battles  private- 
ly, through  mediation  and  arbitration,  as  well  as  such  inno- 
vative techniques  as  mini-trials  and  rent-a-judge  services 
(page  60).  Some  600  top  corporations  have  signed  a  pledge 
drafted  Ijy  New  York's  Center  for  Public  Resources,  a  non- 
profit gi'oup  that  promotes  alternatives  to  litigation.  Signers 
pledge  to  consider  negotiation  and  other  forms  of  "alternative 
dispute  resolution"  before  heading  to  court  against  others 
who  have  taken  the  pledge.  Some  companies  go  further. 
Motorola  Inc.  makes  its  in-house  lawyers  seek  all  possil)le  al- 
ternatives to  mnning  to  court.  At  the  same  time,  its  lawyers 
counsel  Motorola  executives  to  foi'estall  conflicts  through  bet- 
ter contracts,  improved  product  quality,  and  truthful  sales- 
manship. 

Companies  should  be  encouraged  to  settle  their  disputes, 
but  such  alternative  dispute  techniques  have  dangers  that 
need  addressing.  Whether  or  not  they  embody  a  public 
interest  or  novel  legal  question,  they  are  held  in  private. 
And  the  booming  resolution  business  is  largely  unregulated. 
Almost  anyone  can  be  a  self-appointed  mediator.  At  a  min- 
imum, standards  must  be  set  so  that  mediators  are  qualified. 
Also,  the  proceedings  must  be  open  to  the  public.  Alterna- 
tive justice  mustn't  be  used  to  avoid  disclosure  of  potential- 
ly damaging  information,  such  as  health  and  safety  risks. 

Congress  and  the  Bush  Administration  are  right  to  pro- 
mote alternative  dispute  resolution  to  help  lift  the  burdens 
on  the  courts.  But  that  should  l)e  just  the  beginning  of  ef- 
forts to  bring  efficiency  to  the  legal  system. 


AN  EXPORT  BOOM  IS  A 
TERRIBLE  THING  TO  WASTE 


Wo  tend  to  think  of  exporters  as  big  companies, 
but  many  small  U.  S.  companies  do  a  terrific  job 
selling  al)road  (page  70).  These  ex^30l■ters  need  to 
he  held  up  as  an  example  to  other  small  companies  who 
want  to  export,  but  aren't  sure  how.  If  we're  to  take  a 
page  out  of  the  fat  export  order  liook  of  the  Germans,  the 
success  of  their  Mittel.stand  requires  study.  We  need  to  tap 
the  tremendous  vitality  at  this  level  of  the  economy. 

That's  not  happening  in  Washington.  There,  the  most  ur- 


gent task  is  to  energize  the  grab  bag  of  agencies  that  ht) 
promote  and  finance  exports.  The  Commerce  Dept.,  Sml 
Business  Administration,  Export-Import  Bank,  Overse 
Private  Investment  Corp.,  and  Agency  for  Internatioi( 
Development  should  be  in  the  thick  of  things,  but  they 
guish  in  Washington's  backwater. 

In  hot  export  centers  such  as  the  Twin  Cities  and  Pit  - 
biu'gh,  one  or  two  Commerce  sei'vice-officers  are  expected  j 
handle  thousands  of  would-be  exporters.  It  can't  be  doj. 
The  SEA  has  been  a  major  disappointment,  partly  because! 
the  penchant  in  the  Bush  and  Reagan  Administrations  f 
dumping  political  pals  there.  The  Ex-Im  Bank  is  beginning! 
finance  the  exjiorts  of  smaller  companies,  but  a  much  bigj 
effort  is  required.  Given  today's  brutal  budget  constrai 
resources  must  go  where  they  are  needed  most.  It's  p' 
pork  barrel  that  agricultural  programs  receive  the  m| 
funding,  even  though  they  account  for  only  10%  of  U.  S 
ports. 

In  the  face  of  Washington's  near-abdication,  the  sti 
charged  into  export  promotion  in  the  late  1980s  with  gr| 
enthusiasm,  only  to  be  zapped  by  their  own  budget  cru: 
es.  The  private  sector  is  still  trying,  of  course.  But  if  fe 
al  and  state  governments  would  get  their  act  together, 
may  be  able  to  keep  our  export  boom  going. 


I 


WHAT'S  SCARIER  THAN  THI 
DEFICIT?  100  ECONOMISTS 


One  hundred  top  economists,  including  six  Nobel  u- 
reates,  want  to  make  an  even  greater  joke  ouai 
fiscal  discipline  Ijy  boosting  federal  spending  inm 
effort  to  hype  the  economy.  It's  always  difficult  to  gea 
group  of  economists  to  agree  on  anything.  When  10(k^ 
them  say  the  same  thing,  something  must  be  wrong.  Its* 
Their  open  letter  to  the  White  House,  the  Federal  e 
serve,  and  Congress  calls  for  more  spending  even  iit  ' 
would  widen  a  federal  budget  deficit  that,  by  le  ^ 
government's  latest  projections,  will  still  be  greater  tan 
$200  billion  a  year  at  the  start  of  the  next  millennium.  Ifhe 
economists'  proposals  could  be  magically  enacted  into  lavfi 
nancial  markets  would  swoon,  a  resurgence  in  inflaaii 
would  be  all  but  assured,  long-term  interest  rates  wipfi 
spike  upward,  and  monetary  policy  would  be  thrown  'to 
chaos. 

To  be  sure,  the  economists  stress  the  right  things.  Tji' 
general  theme  is  investment,  not  consumption.  Redun^ 
the  cost  of  capital,  restoring  financial  stability  to  state  he 
local  governments,  shoring  up  the  nation's  crumbling  iira- 
structure,  and  promoting  productivity-enhancing  in\^(- 
ments  in  machinery,  education,  and  health  clearly  are  th  d'- 
rections  in  which  policy  ought  to  l)e  headed.  But  no  b 
simply  handing  $50  billion  to  state  and  local  official  a 
the  Gang  of  100  recommends.  What  is  needed  are  inceni'e 
for  state  and  local  governments  to  deliver  services  morifi: 
ficiently,  not  a  jackpot  that  will  feed  handouts  to  membe 
public-service  unions.  This  is  one  time  we're  glad  theres 
stalemate  between  the  Hill  and  White  House.  It  meanshi'^ 
set  of  proposals  has  no  chance  of  l)eing  adopted. 
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WHEN  19,000  CAREERS 
ARE  ON  THE  LINE 


P'orgct  i\'\'-covcred  wnlls  and  lounging  on  the  grass.   Today's  students  are  rushing  to  meet 
he  21st  C]entur\ .  Liltraries  are  now  "nuiltimecha  buildings."  Lecture  halls  are  "instructional  telecommunications 
centers,"  and  laboratories  are  "applied  technology-  facilities."  .At  (California  State  Universirv,  Fresno, 
there's  e\en  a  special  s\  stem  to  integrate  all  of  these  resources.  It's  called  a  telephone. 
.\ctuall\',  the  stiulents  of  (ISUF  call  it  the  "super  phone"  -  and  rightfully  so.  By  integrating 
ill  \  ()ice,  \  ideo  and  data  commimications,  this  massi\  e  tligital  network  proyides  access  to  thousands  of  on-campus 
computer  workstations,  telejihones  and  telecommunications  sen  ices.  From  the  status  of  a  starting  freshman  to 
the  final  grailes  of  a  gratluating  senior,  the  V'XM)  "  s\'stem  puts  it  all  on  the  line. 
To  learn  more  about  our  super  phone,  just  pick  up  your  telephone.  (Call  1 -S()()-55.^-326.V 


The  F9600  Digital  Telephone  from  Fu|ilsu  a  $21  billion 
global  lelecommunicalions  leader  serving  over  100  countries 


FUJITSU 


The  glulnij  CI  im|H]ti.T     ci)Hiiiuiiiii.;ni(ins  ci)iiipan\'. 


Gonparing  a  used 
Do' 


Hon 


e  Spirit  to  a  new 
Aeeord  seemed 


a  little  ridiculous. 
Until  we  saw  the  results 

Put  a  brand  new  Spirit  up  against  a  then  compare  it  to  a  new  Accord.  You 
new  Accord,  and  you've  got  a  pretty  wouldn't  think  it  could  possibly  corn- 
fair  contest.  After  all,  Spirit  comes  in  at   pete.  But  it  not  only  competes.. .it  win. 


just  $12,682  -  even  when  it  s  loaded 
with  an  automatic  transmission,  air 
conditioning,  electronic  speed  control, 
a  four-speaker  stereo,  tilt  steering 
column,  and  more.' 

Plus,  Spirit  gives  you  a  standard 
airbag.  And  the  Owner  s  Choice 
Protection  Plan,  a  waiianty  choice  you 
don't  get  from  Honda  or  anyone  else."^"^ 

But  put  70,000  miles  on  a  Spirit  and 


The  fact  is,  we  recently  asked 
100  people  to  make  just 
such  a  comparison.* 


Dod^c  Sjnril 


Bn  OR  LEASE  AT  VOI  R  DODCE  DEALER.  Buckk  up  for  suhv.  tMSRP  includes  22D  Pkg.  and  excludes  tax  &  dest  ctiarge  Paint  stiown  $97  extra.  ttSee  iimited 


31^ 


100  GM  w  Ford  owners  from  tlie  Los  Angeles  area  lil^ely  to  buy  an  import  compared  '92  5-passenger  models.  "MSRP  comparisons  of  1992  Spirit  with  22D  Pl^g.  and  availa 
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HOW  THE  COUP  "yoRGW'S^"^""^ 
UNFOLDED 


If  you  think  that  the  conce" 
of  open  systems  is  destinei 
to  be  like  the  paperles 
office,  just  another  one  of 
computer  industry's  unP 
filled  dreams,  here's  sor 
thing  that  will  put  your  cor 
cems  to  rest. 


Network  Applicatic 
Support  (NAS)  from  Digit;. 
A  comprehensive  impleme^ 
tation  of  standards  that  inl- 
grates  applications  across  i 
multi-vendor  environment. 

In  terms  less  polysylla- 
ic,  NAS  makes  it  possible  It' 


M  A  IK  w  m  o  m  D  I  e  I  t  a 

©  DIGITAL  EQUIPMENT  CORPORATION  1991 .  THE  DIGITAL  LOGO  IS  A  TRADEMARK  OF  DIGITAL  EQUIPMENT  CORPORATION^  IBM  IS  °'  INTERNATIONAL  BUSINESS  MACH1.| 

CORPORATION.  HEWLETT-PACKARD  IS  A  REGISTERED  TRADEMARK  OF  HEWLE^-PACKARDCOMK^NY.  , 


to  unite  many  different 
ms,  including  those  you 
as  well  as  those  you 
to  add  in  the  future, 
ther  they  come  from  us, 
®,  Hewlett-Packard®, 
'\  Compaq®,  Apple®  or 
t  of  others. 


without  the  expense  of 
training  your  end-users  to 
learn  new  procedures. 

It's  an  accomplishment 
that  gives  you  the  power  to  use 
the  best  solution  from  whatever 
company  oflFers  it,  and  integrate 
it  into  your  existing  system. 


With  NAS  you  can  run 
/  of  your  applications 
s  a  wide  range  of  oper- 
:  systems.  You  can  get 
pplication  to  interoper- 
vith  other  applications 
oth  local  and  remote 
ms.  And  you  can  do  it 


More  impressively,  it's  a 
feat  that  empowers  your 
people  to  work  together 
more  effectively,  sharing  in- 
formation, resources  and 
networked  application  pack- 
ages from  whatever  desktop 
device  they  already  use. 


So  whether  you're  trying 
to  open  an  existing  system,  or 
want  to  build  a  new  one  from 
scratch,  talk  to  us.  With  NAS, 
we  can  crack  just  about  any 
system.  Including  the  only 
one  that  really 
matters.  Y)urs. 
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New  Audi  100  V-6  Takes  ! 
Aim  At  Lexus  And  Acura 


Audi  100  hits  mark  as  the  first  automobile  in  its  class 


BY      KARL  TREUTLER 


Not  content  to  let  Lexus  and  Acura  corner  the  market,  Audi  is  determined 
to  offer  the  American  car  buyer  something  never  seen  before:  German  engi- 
neering coupled  with  Japanese  pricing. 

Aimed  directly  at  buyers  interested  in  the  Lexus  ES  300  and  the  Acura 
Legend,  the  all-new  Audi  100  V-6  comes  with  ABS  and  drivers  side  air  bag,  the 
handling  and  control  buyers  have  come  to  expect  from  Audi,  and  The  Audi 
Advantage:  A  comprehensive  owner  protection  plan  not  offered  by  Lexus 
and  Acura.  The  plan  includes  the  cost  of  all  scheduled  maintenance,  even  oil 
changes,  for  three  years  or  50,000  miles* 

Here  in  the  States,  where  the  Japanese  have  made  inroads  into  this  auto- 
motive segment,  Audi  knew  it  would  have  to  hold  its  ground  against  the 
popular  Japanese  contingent.  And  in  a  comparison  test  conducted  by  Road  & 
Track,  it  did  just  that.  As  they  put  it,  ".  .  .this  confident  'new'  Audi  has  a  distinct 
voice,  and  it  can  roar  with  the  best  of  the  lions  from  Japan.  .  . The  Audi  (is) 
rock-solid,  runnmg  as  sound  as  a  Deutsche  mark... It's  more  affordable  than 
the  Legend... (and)... has  driving  personality  and  road-course  character  all 
over  the  Legend.' 

When  the  new  Audi  100  was  unveiled  in  Europe,  automotive  experts  there 
"did  a  180"  —  reversing  their  perception  ot  Audi  vis-a-vis  the  competition.  Given 
the  opportunity  to  get  behind  the  wheel  of  a  new  Audi,  those  considering  a 
high-line  Japanese  car  may  soon  find  themselves  "doing  a  180 "  as  well. 

For  more  information  on  the  all-new  Audi  100  V-6,  call  1-800-FOR-AUDI. 


At  right,  the  new  Audi  lUOCS. 
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THE  HIDEBOUND  CULTURE  AT  CM  S  DETROIT  HEADQUARTERS,  WITH  BUDDY  FOLLOWING  BUDDY  Ui>  THE  LADDER,  HAS  BEEN  DEALT  A  SERIOUS  BLOtj  |||,||| 
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PRODUCTION 

Change  from  last  week:  0.6% 
Change  from  last  year:  3.8% 

1967=100  (four-week  moving  average) 


LEADING 

change  from  last  week:  -0. 1  % 
Change  from  last  year;  -2.2% 
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The  production  index  increased  during  the  week  ended  Mar.  28,  On  o 
seasonolly  adjusted  basis,  auto,  trucks,  and  electric  power  output  were  up  strongly, 
while  steel,  cool,  poperboord,  and  lumber  production  declined  Roil-freight  traffic, 
crude-oil  refining,  and  paper  production  were  oil  flol  for  the  week  Before  calculation 
of  the  four-week  moving  overage,  the  index  increased  sharply  to  182,  from  180,8. 
For  March,  the  index  stood  at  179  7,  up  from  178,3  in  February 

BW  production  index  copyright  1992  by  McGraw-Hill  Inc 


The  leading  index  fell  slightly  during  the  week  ended  Mar.  28.  The  growth  ii 
materials  prices  continued  to  turn  up,  the  only  good  sign  for  future  economic  growthi 
On  the  minus  side  were  lower  stock  prices,  increased  business  failures,  anf 
deteriorating  growth  in  M2  ond  real  estate  loans.  Bond  yields  were  virtually  f!of 
Before  calculation  of  the  four-week  moving  overage,  the  index  dropped  to  209.2 
from  210  3    For  March,  the  index  declined  to  210  2  from  211.4  for  Februat7. 
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Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (4/4|thous.  of  net  tons 

1,828 

1,820# 

14.8 

AUTOS  (4/4)  units 

1 15,299 

1 16,91  lr# 

24.8 

TRUCKS  (4/4)  units 

82,153 

87,8 18r# 

24  9 

ELECTRIC  POWER  (4/4)  millions  of  kilowatt.hours 

52,163 

53,591# 

5.0 

CRUDE-OIL  REFINING  (4/4)  thous.  of  bbl /day 

13,266 

13,079# 

2  2 

COAL  (3/28)  thous  of  net  tons 

19,224# 

19,152 

-1.1 

PAPERBOARD  (3/28)  thous.  of  tons 

786.3# 

799.9r 

5  3 

PAPER  (3/28)  thous.  of  tons 

772. 0# 

771. Or 

18 

LUMBER  (3/28)  millions  of  ft. 

508.2# 

519.6 

4.1 

RAIL  FREIGHT  (3/28)  billions  of  ton-miles 

21. 2# 

212 

12  8 

Sources;  American  Iron  &  Steel  Institute,  Worc^'s  A 
American  Petroleum  Institute,  Energy  Dept ,  American 
of  American  Railroads 

jtomotive  Reports,  Edison  Electric  Institute, 
Paper  Institute,  WWPA',  SFPA',  Association 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (4/8) 

132 

134 

136 

GERMAN  MARK  (4/8) 

1.63 

1  65 

1.67 

BRITISH  POUND  (4/8) 

1.75 

1.72 

1.79 

FRENCH  FRANC  (4/8) 

5.51 

5.61 

5.65 

CANADIAN  DOLLAR  (4/8) 

119 

1.19 

1.15 

Latest 

Week 

%  Chan 

week 

ago 

year  a 

STOCK  PRICES  (4/3)S&P500 

402.59 

407.53 

6 

CORPORATE  BOND  YIELD,  Aoo  (4/3) 

8.35% 

8  36% 

INDUSTRIAL  MATERIALS  PRICES  (4/3) 

97  2 

96.7 

BUSINESS  FAILURES  (3/27) 

450 

445 

IC 

REAL  ESTATE  LOANS  (3/25)  billions 

$400.3 

$401.5 

MONEY  SUPPLY,  M2  (3/23)  billions 

$3,436.4 

$3,443. 2r 

1 

INITIAL  CLAIMS,  UNEMPLOYMENT  (3/2i) thous 


456 


447 


Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commerce  (index,  1980=100),  Dun  &  Bn 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept  CIBCR  seasonally  odji 
data  on  business  failures  and  real  estate  loans. 


SWISS  FRANC  (4/8) 


1.49 


1.51 


1.41 


MEXICAN  PESO  (4/8) 


3,044 


3,047 


2,986 


Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.  S.  dollar,  except  for  British 
pound  expressed  in  dollars. 


Em 


Latest 

Week 

%  Change 

week 

ago 

year  ago 

GOLD  (4/8)  $/troyoz. 

337.500 

344  000 

-7.1 

STEEL  SCRAP  (4/7)  #1  heavy,  $/ton 

92.00 

92  OOr 

-7.5 

FOODSTUFFS  (4/6)  index,  1967=100 

201.9 

201.9 

-4,3 

COPPER  (4/4)  c/lb. 

106.7 

106.0 

-5  2 

ALUMINUM  (4/4|c/lb 

60.5 

59.0 

-10.1 

WHEAT  (4/4)  #2  hard,  $/bu. 

4.23 

4.43 

40.5 

COTTON  (4/4)  strict  low  middling  1-1/16  in.,  C/lb 

54  99 

53.44 

-29.3 

Sources:  London  Wednesday  finol  setting,  Chicago  morket.  Commodity  Research  Bureau,  Metals 
Weefc,  Kansas  City  market,  Memphis  morket 


1  MONTHIY  ECONOMIC  INDICATORS  1 

Latest 
month 

Month 
ago 

%  Char 
year  i 

BUSINESS  WEEK  PRODUCTION  INDEX  (Mar ) 

179.7 

178.3r 

BUSINESS  WEEK  LEADING  INDEX  (Mar ) 

210.2 

21 1.4r 

EMPLOYMENT,  CIVILIAN  (Mar )  millions 

1 17.3 

1  17.0 

( 

UNEMPLOYMENT  RATE,  CIVILIAN  (Mar ) 

7.3% 

7.3% 

Sources:  Sources  BW,  CIBCR,  BLS 

lAM.'hM'Vii.'i.Wir.w.rn^^^^HHN 

Latest 
week 

Week 
ago 

%  Chai 
year  i 

MONEY  SUPPLY,  Ml  (3/23) 

$938  2 

$943.0r 

1, 

BANKS'  BUSINESS  LOANS  (3/25) 

289.1 

289. 8r 

-11 

FREE  RESERVES  (4/i) 

1,470 

427r 

21 

NONFINANCIAL  COMMERCIAL  PAPER  (3/2S) 

140.0 

141.4 

Sources:  Federol  Reserve  Board  (m  billions,  except  for 
two-week  period  in  millions) 

ree  reserves,  \ 

vhich  ar°  expressed  f< 

MONEY  MARKET  RATES  J 

Latest 
week 

Week 
ago 

y 

FEDERAL  FUNDS  (4/7) 

3.92% 

4.07% 

5.91 

PRIME  (4/8) 

6.50 

6.50 

9.01 

COMMERCIAL  PAPER  3-MONTH  (4/7) 

4.18 

4.28 

5.9', 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (4/8) 

4  08 

4.19 

6.0* 

EURODOLLAR  3-MONTH  (4/4) 

4.21 

4.26 

6.2 

Sources:  Federol  Reserve  Board,  First  Boston 

^Row  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  i 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA  =  Not  available     r  =  revised     NM  =  Not  meaningful 


chinery  and  defense  equipm' 
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This  is  the  only 
dollar  bill  of  its 
Idnd  in  the  world. 


It  was  entrusted  to  us  by  one 
of  our  5  million  policyowners. 
They  in  turn,  were  given  it  by  an 
employer  as  part  of  their  wages. 

Wages  they  had  to  work  hard  for. 

The  least  we  can  do  is  invest  it 
wisely  and  pmdently  so  that 
whenever  it^s  needed,  it  will  be 
here,  ready  and  waiting. 


The  Company  You  Keep." 

New  York  Lite  Insurance  Company,  ">!  Madison  Avcnuf,  New  York,  N  Y  lUOiO  All  riKliis  reserved 
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THE  UPS  AND  DOWNS 

OF  'DOWNWARD  MOBILITY'  

■ was  happy  to  see  in  "Downward  mo- 
bility" (Cover  Story,  Mar.  23)  that 
some  "dumpies" — downwardly  mobile 
professionals — diverted  from  "yuppie 
heaven,"  are  exploring  such  undervalued 
occupations  as  teaching  and  social  work. 
I  look  forward  to  the  day  when  people 
can  choose  the  "helping"  professions 
over  the  "having"  professions  without 
descending  to  the  lowest  rung  of  the 
middle  class.  Before  that  can  happen, 
society  must  wake  up  and  see  that  a 
well-educated,  self-reliant  population  is 
just  as  important  an  economic  asset  as 
the  voracious  spending  of  the  consumers 
who  falsely  buoyed  the  U.  S.  economy  in 
the  1980s." 

Ann  B.  Graham 
New  York 


Your  article  highlights 
a  problem  that  af- 
fects not  only  managers 
and  professionals  in  the 
50-plus  group  but  the  ma- 
jority of  Americans.  The 
entire  U.  S.  economy  is 
based  upon  rampant  con- 
sumerism, and  what  we 
see  now  is  the  inevitable 
result  of  a  spending  lull. 
The  ideas  you  offer  to 
prepare  for  and  survive  the  downslide, 
however,  are  Band-Aid  expediencies.  As 
a  Brit  who  has  lived  in  the  U.S.  for  11 
years,  I  perceive  that  two  basic  corner- 
stones of  financial  stability  that  drive 
the  European  markets — "Export  or  die" 
and  "Save,  save,  save" — are  nowhere 
part  of  the  American  Dream. 

Syd  Darlington 
Seattle 

I can't  believe  it.  In  your  story,  you 
actually  suggested  that  corporate 
castoffs  consider  teaching.  Man,  are  you 
deluded!  As  a  teacher  with  nearly  20 
years'  experience,  I  assure  you  I  will 
never  earn  $60,000  a  year  (like  the  exam- 
ple in  your  article),  nor  have  I  met  any 
teacher  who  has.  My  district,  like  many 
others  nationwide,  has  been  hit  with  cat- 
astrophic budget  cuts.  Thousands  of 


MOBILITY 


teachers  are  being  laid  off  or  f'lrtm  i 
Those  of  us  who  remain  face  annual  s  i  L 
ary  cuts  of  37f  to  107'  ,  increased  woi  I 
loads,  reduced  benefits,  and  wretch ji 
working  conditions. 

William  Joseph  Mill, 
Los  Angel 

I'm  extremely  disappointed  in  the  ov(|i 
ly  pessimistic  tone  of  your  article.  I'j 
not  a  downward  slide — it's  an  upwaf 
escape.  In  the  past  three  years,  I  hal 
gone  from  vice-president  to  dumpie  s] 
"despey"  (desperately  seeking  profir 
sional  employment)  to  "flippy"  (freedo)^ 
loving,  invigorated  portfolio  professi(* 
al).  I  now  have  a  portfolio  of  woi 
covering  six  to  eight  different  organii^ 
tions  during  a  year.  I  have  more  fri\, 
dom,  more  love  of  work,  more  meanir!-' 
ful  work,  and  a  high 
income  than  when  I  wi; 
a  corporate  captive.  fe 
Jim  Haup 
West  Bloomfield,  Mk 


I 


'oluntarily  taking 
downward-mobilil 
track  to  become  contr- 
ler  of  a  small  manuf- 
turer  has  broadened  r 
business  skills  far  beyoi 
any  I  could  have  dev- 
oped  in  the  environmtt 
of  the  multinational  cib 
glomerate  I  left. 

Frederick  L.  Dii 
Dudley,  Ma 


'm  sorry,  I  can't  shed  a  tear  [for  du 
pies].  My  husband  is  a  skilled  trad 
man  on  indefinite  layoff  since  last  Od 
ber.  Until  1983,  he  had  never  been  outj 
work.  Since  then,  we  have  been  throu 
one  plant  closing  and  now  our  fifth  ll 
off.  Middle  managers  have  done  sucf 
good  job  at  saving  companies  money! 
laying  off  workers  that  they  now 
no  one  to  manage.  Welcome  to  the 
world.  Join  us  in  the  unemployment  li'. 

Anita  L.  Rari 
Racine,  V-. 

Downward  mobility  isn't  always  i& 
bad  as  it  sounds.  I'm  a  23-year-i 
ex-investment-banking  analyst  WR 
earned  $45,000  in  my  first  year  out'f 
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"I  haverit 
taken  a 
LaserJet  in 
for  repairs 
once  in  seven 


years. 


-Clyde  Alpert,  ARL  Services  Inc.,  Chicago,  IL 


11 


'I  repair  other  printers  once, 
twice,  maybe  three  times  a  year" 
says  Clyde  Alpert.  "But  I  never 
have  to  take  the  LaserJets  in.  We've 
pumped  thousands  and  thousands 
of  copies  through  them,  and 
they've  never  failed  us!' 

In  addition  to  great  reliability,  HP 
also  offers  exceptional  customer 
support.  For  example,  the  LaserJet 
Customer  Assist  Line  is  staffed 
with  experts  to  advise  you  after 
the  sale.  They'll  help  you  take  full 
advantage  of  all  the  HP  LaserJet 
printers'  unique  features  and 


answer  your  hardware  and  soft- 
ware questions. 

With  five  award-winning  models, 
ranging  in  price  fi'om  $1,249  to 
$5,495,*  HP  offers  an  unbeatable 
selection.  You  can  also  choose  genu- 
ine PCL5  printer  language,  with 
scalable  typefaces.  As  well  as  HP's 
exclusive  Resolution  Enhance- 
ment technology,  which  creates 
sharjJer  edges 
and  better 
overall 
print 
quality,  i 


To  hear  more  about  what  other 
customers  have  to  say  about  HP 
LaserJet  printers,  remember  to 
call  1-800-752-0900,  Ext.  2986 
for  a  free  video.  Then  forget 
about  repairs. 

HP  LaserJet  Printers. 


HEWLETT 
PACKARD 


•Suggested  U.S.  list  prices. 

©1992  Hewlett-Packard  Company  PE12252 


college.  After  losing  that  position,  I  now 
earn  nearly  as  much  running  my  own 
business  selling  fax  machines  by  mail 
order.  But  instead  of  being  someone's 
grunt,  I'm  president  and  CEO,  and  it 
looks  like  I  won't  have  to  lay  myself 
off  very  soon.  To  those  who  ever 
dreamed  of  going  it  on  their  own,  I  say 
there  may  never  be  as  many  opportuni- 
ties as  there  are  during  a  nice  recession 
like  this  one. 

Paul  Janavs 
Los  Angeles 

Your  story  implies  that,  despite  out- 
placement help,  many  individuals 
are  unable  to  find  permanent  work. 
Most  corporations  feel  they  are  helping 
displaced  workers  by  teaching  network- 
ing, interviewing,  and  resume  skills.  Per- 
haps they  should  also  provide  access  to 
courses  teaching  at  least  the  rudimenta- 
ry skills  involved  in  starting  and  running 
a  small  business.  Many  of  these  people 
will  lose  their  severance  payments,  sav- 
ings, and  opportunity  to  regain  financial 
stability  because  of  a  lack  of  basic 
knowledge.  Corporations  can  and  should 
do  more  to  help  their  discarded  workers. 

Robert  M.  Burke 
Marlborough,  Mass. 
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CORRECTIONS  &  CtARIf  ICATIOHS 

In  the  story  "Painting  a  new 
face  on  Revlon"  (Top  of  the  News, 
Apr.  6),  we  mistakenly  listed  Nancy 
Sinatra  as  one  of  the  women  who  were 
featured  in  Revlon  Inc.'s  "Unforgetta- 
ble Women"  advertising  campaign.  The 
woman  featured  was  actually  Barbara 
Sinatra. 


Please  spare  us  the  whining  about 
the  2  million  middle  managers 
who've  lost  their  big-company  jobs  for- 
ever. The  reason  these  empty  suits  can't 
find  jobs  anymore  is  that  experts  below 
and  above  them  have  exposed  the  use- 
lessness  of  middle  managers  in  general. 

Joe  Roy 
Newton,  Mass. 

That  those  who  were  once  highly  paid 
can't  translate  their  skills  into  value- 
creating  services  the  marketplace  will 
reward  confirms  that  free  markets  are 
efficient.  It's  not  "bad  news  for  the 
economy  as  a  whole,"  as  you  state. 

Frank  Gutowski 
Houston 


I 


You  told  of  the  plight  of  Gerald  a 
Elaine  Feldman:  they  have  lived 
years  in  the  same  house  but  now  a 
about  to  go  into  foreclosure.  They  h' 
put  a  humongous  mortgage  on  t 
house  in  order  to  pay  for  advanced  t 
grees  and  college  for  their  three  clj 
dren:  an  attorney,  a  psychologist,  and 
environmentalist. 

Poor  Mom  is  working  for  $8  an  hoi 
and  Dad  can't  find  a  job.  Did  their  thri, 
highly  educated  offspring  ever  give!, 
thought  to  helping  out  their  paren| 
who  gave  their  all  for  them?  What  ev 
happened  to  the  human  race?  ! 

Adrienne  Marshall  Yc 
Fallbrook,  Ca! 

Editor's  note:  The  Feldman  childr 
have  their  own  financial  challeng 
The  attorney's  wife  is  expecting  a  bof 
in  May,  the  psychologist  ivorks  orl, 
part-time  in  a  bank,  and  the  envircl 
mentalist  doesn't  get  paid  much. 


Letters  to  the  Editor  should  be  sent  to  Read. 
Report,  Business  Week,  1221  Avenue  of  the  Am 
cos,  New  York,  N.  Y.  10020.  Fox-.  (212)  512-44. 
Telex:  12-7960,  Intl.  4998204.  All  letters  must 
elude  on  address  and  daytime  and  evening  tt 
phone  numbers.  We  reserve  the  right  to  edit  lefl 
for  clarity  and  space. 
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Itlilillt 


Inches.  The  average  distance  ULTRA"  heat  Top-Flite"  II  by  in  ULTRA  Challenges  in  65  cities  across  the  country. 
And  not  a  bit  over-stated.  ULTRA  by  Wilson" .  Measurably  Longer' "  than  anydiing  out  diere. 


Measurably  Longer  and  Made  lo  Win  are  trademarks  and  Ultra  and  Wilson  are  registered  trademarks  which  distinguish  the  fine  products  of  Wilson  Sporting  Goods  Co. 
Top-Flite  It  a  trademark  of  Spalding  8  Evenflo  Companies  Inc 


Made  to  Win: 
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"TASTE  OUR  DELICIOUS  STEAKS 
AND  YOU'LL  NEVER  WANT  TO  EAT 
ORDINARY  STEAKS  AGAIN!" 

"Delivered  from  Montana  directly  to  your  front  door." 


IT  Friend, 

'(HI  kmiw  the  difference  between  a  luscious  homegrown  tomato 
a  store-bought  one.  Well,  the  difference  in  taste  between 
Double  LL  beef  and  ordinary  beet  is  even  more  dramatic. 
Jtore-Kiught  beef  is  shipped  by  train  or  truck  to  warehouses  and 
es  through  many  hands  before  ending  up  ui  the  meat  case. 
)ur  USDA'inspectcd  packmghouse  vacuum  packs,  flash  freezes 
ind  then  we  ship  your  order  to  you  by  UPS. 
Another  way  to  tell  the  difference  between  Double  LL  beef  and 
t  supermarket  beet  is  by  its  color.  Supermarket  beef  that  has  been 
pped  in  plastic  is  likely  to  carry  more  bacteria  than  vacuum-packed  beef.  In  tact,  the  bright  red  color  of  supermarket 
indicates  that  air  has  gotten  to  it,  reducing  the  time  it  will  stay  fresh.  Our  beef^s  naturally  darker  color  indicates  that 
Jen  has  been  kept  out,  yet  its  moisture  has  been  retained  tor  more  flavorful  cooking. 

Ve  offer  only  the  finest  cuts  such  as  buttery  soft  rib  steaks,  mouthwatering  tilet  mignons,  tender  T-bone  steaks,  and 
I  sirloins.  We  guarantee  that  Dt)uble  LL  beef  will  arrive  within  two  days  of  shipment  in  perfect  ce)ndition  and  perfectly 
1.  Our  beef  is  priced  at  less  than  ordinary  mail-order  beet.  If  you  join  ouv  club  we  automatically  bill  y()ur  major  credit 
1,  but  you  can  cancel  at  any  time  or  you  can  order  whenever  you  need  Double  LL  steaks. 

We  are  a  small,  family-run  ranch,  so  you  can  call  us  at  any  time  to  increase,  decrease,  or  cancel  your 
order.  Just  ask  for  Shelia,  Wanda,  Debbie,  or  me. 
Look  forward  to  hearing  from  you. 

Sincerely, 

DOUBLE  LL  RANCH 


LINDA  LEON 


17,000  acre  ranch  in  Mnrittoia 
is  behind  the  Double  LL  brand'. ' 


ORDEN.  HI  M 


MONTANA  59088 


*  SPECIAL  ★ 

10  MOUTH-WATERING  FILET  MIGNONS  (6  o:.  each) 
ONLY  $79.50  plus  $9.50  for  shipping  &  handling 


CHOOSE  FROM  12  OTHER  ASSORTMENTS. 
FILET  MIGNONS,  INDIVIDUAL  STEAKS,  LAMB,  PORK  &  POULTRY 


CALL  TOLL  FREE  L800-752-8996,  OR  WRITE: 
Double  LL  Ranch,  Star  Route,  Worden,  Montana,  59088 


ooks 


SMALL  WARS,  BIG  DEFENSE 

By  Murray  Weidenbaum 
Oxford  •  228pp  •  $22.95 


DUELING  OVER 
THE  PEACE 


DISMANTLING  THE  COLD  WAR  ECONOMY 

By  Ann  Markusen  and  Joel  Yudken 
Basic  Books  •  314pp  ♦  $25 


For  the  past  50  years,  military 
spending  has  been  the  single  most 
pervasive  fact  of  U.  S.  economic 
life.  Defense  dollars  have  sustained  en- 
tire industries,  from  the  aerospace  com- 
panies of  Southern  California  to  the 
high-tech  weapons  makers  of  New  En- 
gland. The  Pentagon  is  still  the  coun- 
try's biggest  buyer  of  goods  and  ser- 
vices, the  biggest  source  of  research- 
and-development  funds,  and  the  biggest 
employer.  And  cuts  in  the  defense  bud- 
get have  helped  prolong  the  current  re- 
cession; Reduced  military  spending  ac- 
counts for  about  a  third  of  the  drop  in 
industrial  production  over  the  past  18 
months  and  much  of  the  decline  in  man- 
ufacturing employment. 

Despite  such  problems,  the  "peace  div- 
idend" offers  a  tremendous  opportunity. 
While  Congress  is  wrestling  with  such 
issues  as  where  and  how  to  slash  the 
Pentagon's  budget,  which  bases  to  close, 
and  which  weapons  systems  to  elimi- 
nate, the  key  debate  still  lies  ahead: 
How  should  the  savings,  which  might  be 
as  much  as  $100  billion  annually,  be 
used?  Some  have  suggested  jjaring  the 
ever-growing  budget  deficit,  expected  to 
top  $400  billion  this  year.  Others  want  to 
fund  new  domestic  programs  and  re- 
build the  nation's  frayed  infrastructure. 
The  choice  could  help  determine  how 
competitive  the  U.  S.  will  be  in  the  1990s. 

Two  new  books  offer  dramatically  dif- 
ferent visions  of  how  to  make  the  hard 
transition  to  a  post-cold-war  economy.  In 
Small  Wars,  Big  Defense:  Paying  for 
the  Military  After  the  Cold  War,  Wash- 
ington University's  Murray  Weidenbaum 
argues  for  using  the  passing  of  the  Sovi- 
et threat  to  reduce  government's  role  in 
the  economy.  By  contrast,  in  Disman- 
tling the  Cold  War  Economy,  Ann 
Markusen  and  Joel  Yudken  of  Rutgers 
University  advocate  actively  redirecting 
government  policies  and  resources  from 
military  to  civilian  uses. 

Weidenbaum,  who  headed  President 
Reagan's  Council  of  Economic  Advisers 
in  1981-82,  believes  in  strong  national 
security.  But  like  many  conservatives, 
he  abhors  government  bureaucracies,  of 
which  the  Pentagon  is  clearly  the  worst 
example.  So,  .says  Weidenbaum,  cuts  in 
defense  spending  should  be  used  to  re- 
duce the  budget  deficit,  freeing  up  eco- 
nomic resources  for  private  investment. 


That's  a  position  with  which  most 
mainstream  economists  would  agree. 
But  Weidenbaum  goes  further.  Believ- 
ing in  the  power  of  the  market,  he  sees 
little  need  for  expensive  government 
programs  to  ease  the  transition  of  de- 
fense companies  and  workers.  Military 
spending  is  expected  to  fall  from  5.97' 
of  gross  national  product  in  1989  to  3.57' 
in  1997 — a  drop  Weidenbaum  thinks  the 
economy  can  absorb  easily.  The  adjust- 
ments needed,  he  says,  are  not  much 
different  from  "the  responses  that 
occur  regularly  from  shifts  in  consumer 


single  customer,  military  manufactures 
are  not  well-suited  to  compete  in  civilq 
markets,  Weidenbaum  argues. 

No  such  worries  trouble  Markusi 
and  Yudken,  who  propose  a  massive 
gram  for  transforming  defense  comj 
nies  into  civilian  manufacturers.  Th 
call  for  government  to  spend  the  pej| 
dividend  on  the  environment,  health, 
housing.  Earlier  conversion  attem| 
failed,  they  argue,  because  no  one 
big  bucks  behind  mass  transit  and  ot^ 
social  goals.  "To  work,"  say  Markusi 
and  Yudken,  "a  technology  policy  mi 
include  commitments  by  the  governm^ 
and  by  private  parties  to  purchase 
equipment  and  services  pioneered." 

Indeed,  Markusen  and  Yudken  belid 
the  Pentagon  had  the  right  idea  all  th^ 
years.  The  Defense  Dept.,  they  no 
used  guaranteed  markets,  governmJ 
funding  for  R&D,  protection  from  forei 
competition,  and  cheap  loans  to  build  f 
such  industries  as  aerospace,  compute 


WW  hat's  the  right 
way  for  the  U.S.  to 
make  the  transition 
to  a  post-cold-war 
economy? 


demand,  or  from  technological 
changes  ...  or  from  changes  in  the  pat- 
tern of  foreign  trade." 

Weidenbaum's  distrust  of  bureaucracy 
is  well-founded.  But  his  refusal  to  recog- 
nize the  watershed  nature  of  recent 
events  denies  a  historic  opportunity  to 
improve  U.  S.  competitiveness.  By  lower- 
ing defense  spending,  the  government 
can  significantly  expand  its  support  of 
civilian  research,  development,  and  man- 
ufacturing technologies. 

Weidenbaum,  however,  is  contemptu- 
ous of  attempts  to  convert  defense  com- 
panies to  civilian  ends,  currently  a  hot 
topic  inside  the  Beltway.  "By  and  large, 
past  attempts  by  large  defense  contrac- 
tors to  use  their  capabilities  beyond  the 
aerospace  market  have  been  unsuccess- 
ful," he  says,  citing  such  examples  as 
Grumman  Aerospace  Corp.'s  ill-fated  at- 
tempt to  make  buses.  Accustomed  to 
selling  high-tech,  high-cost  products  to  a 


and  communications.  Similar  policies, 
authors  argue,  could  nurture  companjs 
that  could  meet  civilian  needs. 

Here's  a  case  where  two  books 
better  than  one.  Markusen  and  Yudke| 
account  of  the  historic  role  of  defe; 
spending  in  creating  industries  is 
suasive,  but  surely  they  underestim. 
the  difficulty  of  using  government  fuife 
to  directly  guide  the  civilian  economy.  ! 
a  world  of  rapidly  changing  techij- 
ogies,  for  example,  the  government  is'* 
apt  to  be  very  good  at  picking  winn^; 
and  losing  industries.  Weidenbaum  - 
fers  a  glimpse  of  the  pitfalls  of  expe- 
ing  too  much  from  the  peace  divide, 
But  Markusen  and  Yudken  more  ac|- 
rately  convey  the  opportunities 
growth  when  the  economy  learns  to 
without  Big  Daddy  Defense. 

BY  MICHAEL  J,  MAI 
Associate  Economics  Editor  Mandel  co 
industrial  policy. 
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Costlier  than  a  corporate  jet 


The  company  mail  cart  has  quiedy  become  a 
i^ehicle  of  runaway  abuse.  According  to  a  Wall  Street 
Journal  report,  the  impulse  to  "overnight  it"  needlessly 
cost  American  businesses  over  ^3  billion  last  year. 

No  one  is  more  alarmed  by  this  than  UPS, 
because  no  one  is  more  cjualified  to  prevent  it.  After 
all,we  offer  you  a  broad  array  of  cost-effective  shipping 


options.  Including  ground,  two-day  air,  and  interna- 
tional air  As  well  as  overnight  air  delivery  Monday 
to  Saturday  for  far  less  than  our  competitors  charge. 

If  that  kind  of  cost  control  appeals  to  you,  just 
call  UPS.  We  consider  every  package  to  be  |  ^  | 
a  priority.  We  just  don't  price  them  that  way  ||jnc| 
We  run  the  tightest  ship  in  the  shipping  business^  V'V^ 


''      Vm   ©1992  United  Parcel  Service  o(  America,  Inc 


Bursting  bubbles 


The  computer  that  rlpi 

The  bubble  in  the  middle  doesrrt  really  exi|ei||/(,(| 
just  an  image  made  from  reflections  of  the  sky,  of  |(nr4 
ground,  of  the  other  bubbles.  njl 

Only  they  don  t  exist  either.  The  whole  pictAil 
a  mathematical  fantasy,  and  the  giant  computers  t|&| 
put  men  on  the  moon  would  have  struggled  to  cre|t,|^|j 

But  an  IBM  RISC  Sy8tem/6()0(r  which  carL,^., 
on  your  desk,  did  it  easily  using  RISC  technology  L,^|| 
was  invented  by  .lohn  Cocke,  a  research  scientist  aljipmii 
The  RISC  System/60()0  isnt  the  only  RISC  compiij,  ,,, 
but  it  is  the  most  advanced  thanks  to  another  ide£  -|  ,, 
(also  Dr.  Cockes)  called  superscalar  technology.   1 1 

In  an  historic  test  at  a  national  research  latf., 


picture  is  also  making  history. 


m/6000  was  pitted  against  a  Cray*  super- 
br  selected  applications,  and  it  won.  But  even 
ing,  the  same  lab  has  since  replaced  one  ot 
th  a  network  of  our  smaller  machines. 
)oint  this  out,  not  to  brag  (well,  maybe  a 
jecause  the  RISC  System/6000  is  fruit  of 
!  investment  in  research,  and  it  shows  how 
s  is  changing. 

ipend  over  $6  billion  a  year  on  R&D,  and  we 
o  more  pure  research  than  anyone.  But 
op  scientists  work  more  closely  with  real 
md  it  helps.  For  the  RISC  System/6000,  the 
(ioneered  its  basic  technology  also  led  it  to 


market.  And  the  original  lab  team  not  only  stayed 
with  it.  half  of  them  moved  from  New  York  to  Texas  to 
join  the  development  team. 

As  a  result,  our  customers  (often  researchers 
themselves)  can  have  massive  computing  power 
at  affordable  j)rices,  to  help  them  improve  their 
own  products. 

But  what  hasn  t  changed  about  IBM  research  is 
the  value  of  a  person  like  John  Cocke,  who  is  one  of 
S8  IBM  Fellows.  It's  a  title  he  earned  by  liaving  great 
ideas,  and  it  gives  him  the  one  —  — d 

thing  he  treasures  most.  Complete      E    ~  ~  ~-ZZ. 
freedom  to  have  more  of  them.   IZ  T 


Economic  Viewpoint 


JERRY'S  FLAT  TAX 

COULD  DO  A  MOUNTAIN  OF  GOOD 


BY  PAUL  CRAIG  ROBERTS 


Its  impact  would  be 
phenomenal:  The 
plan  would  boost 
economic  growth, 
create  3  million  jobs, 
lower  taxes  on 
wage-earners,  and 
eliminate  the 
federal  deficit 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


Candidate  Jerry  Brown  has  done  all  of 
us  a  favor  by  raising  the  only  substan- 
tive economic  issue  in  an  otherwise  unin- 
teresting Presidential  campaign.  He  proposes 
to  junk  our  unjust  and  complex-beyond-under- 
standing tax  code  and  replace  it  with  a  13% 
flat  tax  on  personal  income  and  a  13%  value- 
added  tax  (VAT).  There  would  be  no  payroll  tax 
on  employment,  and  corporate  income  would 
be  passed  through  to  shareholders  and  taxed 
as  personal  income,  thus  eliminating  the  double 
taxation  of  dividends.  Investments  would  be 
written  off  in  the  year  they  are  made,  and  the 
confiscatory  estate  tax  would  be  abolished 
along  with  part  of  the  capital-gains  tax. 

There  would  be  only  three  deductions  from 
personal  income— charitable  contributions, 
mortgage  interest,  and  rent— thus  giving  the 
poor  and  the  young  the  benefit  of  the 
homeowner's  deduction. 

The  National  Center  for  Policy  Analysis  in 
Dallas,  which  has  a  good  forecasting  record, 
has  analyzed  Brown's  plan  and  concluded  that 
its  impact  would  be  phenomenal.  It  would 
raise  the  economic-growth  rate  a  full  percent- 
age point  and  bring  the  economy  an  addition- 
al 3  million  jobs.  It  would  more  than  pay  for 
itself— bringing  in  $250  billion  more  in  tax  rev- 
enues annually  than  the  current  system— and 
would  eliminate  the  federal  deficit. 
DOUBLE  PLAY.  The  genius  of  Brown's  plan  is 
that  it  shifts  taxes  from  labor  to  capital  while 
lowering  marginal  tax  rates  on  capital  income. 
For  wage  earners,  this  is  the  best  of  all  pos- 
sible worlds.  Their  productivity  and  real  wage 
growth  would  benefit  from  higher  investment 
even  as  owners  of  capital  pay  a  higher  overall 
percentage  of  tax  collections. 

In  our  current  tax  system,  the  marginal 
tax  rate  on  capital  income  is  about  10  per- 
centage points  higher  than  the  mai-ginal  tax 
rate  on  labor  income.  Consequently,  our  econ- 
omy underutilizes  capital,  and  laboi"  productiv- 
ity and  wages  are  lower  than  they  otherwise 
would  1)0.  The  flat-rate  tax,  expensing  of  in- 
vestment, and  the  pass-through  of  corporate 
income  would  eliminate  most  of  this  distor- 
tion and  substantially  boost  capital  formation 
and  economic  growth. 

The  reason  Brown's  plan  can  shift  the  tax 
burden  from  lal)or  to  capital,  while  lowering 
the  marginal  tax  rate  on  investment,  is  the 
VAT,  which  replaces  the  corporate-income  and 
Social  Security  taxes.  The  MAT  falls  on  the  fac- 
tors of  production  in  proportion  to  their  share 
of  gross  income,  which  is  two-thirds  on  labor 
and  one-third  on  capital.  That  is  a  lower  bur- 
den on  labor  than  comes  from  the  current 
mix  of  corporate-income  and  payroll  taxes.  In 
the  i)ast  decade,  corporate-income-tax  reve- 


nue has  averaged  about  25%  of  payrollax 
revenue,  placing  the  burden  three-fourth;on 
labor  and  one-fourth  on  capital. 

The  claim  that  vat  would  raise  prices  fjd 
be  regi'essive  is  uninformed  and  propagate- 
tic.  From  an  economic  point  of  view,  VAT  m 
ply  substitutes  for  the  15.3%  payroll  tax  a 
raises  the  price  of  labor  and  the  high  margiai 
tax  rates  that  raise  the  cost  of  capital. 

The  National  Center  for  Policy  Anal 
concludes  that  under  the  Brown  plan,  pe 
who  rely  solely  on  wage  income  will  pay 
in  taxes  than  they  now  pay  at  virtually 
income  level  and  that  low-  or  middle-inc|t 
families  would  pay  higher  taxes  only  if 
had  substantial  investment  income. 
MISPLACED  BARBS.  Why,  then,  all  of  the  M\ 
cism  of  Brown's  proposal?  First,  there 
those  critics  who  oppose  higher  ecom 
growth  because  they  believe  it  ruins  the 
ronment  or  the  bond  market.  Second,  t 
are  the  redistributionists  who  oppose  ai| 
centive  economy.  To  them,  "tax  fairr 
means  income  equality.  Third,  there  arel 
special-interest  lobbies,  including  bureauc 
and  public-sector  unions,  whose  constituei 
are  not  served  by  growth  in  private-se 
jobs  and  a  reduction  in  the  number  of 
Americans. 

The  problem  with  Brown's  plan,  in  fadi 
that  it  raises  too  much  revenue,  thus  per  itj 
ting  a  continuation  of  failed  government 
grams  and  the  explosive  growth  in  entle 
ments,  both  of  which  are  destro, 
private-property  rights  and  individual  resra 
sibility.  What  Brown  has  done  is  to  expnn 
ate  the  growth  agenda  and  put  it  at  the 
vice  of  big  government. 

Br-own  would  have  instilled  more  confid  i 
in  his  revolutionary  tax  posture  if  he  hacir 
n(junced  that  he  would  offer  the  Vice-Presj?r 
tial  slot  to  pro-gi'owth  Republican  Jack  Kcii 
That  would  send  a  clear  message  that  h'ii 
tends  to  unite  the  gi'owth  forces  against  Wsl 
ington.  Instead,  he  picked  Jesse  Jacksc 
leader  of  an  ossified  special-interest  lobby  it 
believes  the  future  of  minorities  depend  o 
quotas. 

Brown  could  do  wonders  for  his  credilit 
by  showing  the  public  that  he  understic 
that  the  American  left  wing,  with  its  polic; 
action  committees,  think  tanks,  foundatn: 
journalists,  university  faculties,  and  plainff 
bar,  is  a  large  part  of  the  Establishment  u 
he  rails  against.  If  he  really  had  confidem  i 
his  tax  program,  he  would  not  be  making  ri 
tectionist  sounds  but  rather  stressing  thatk 
way  to  compete  is  to  have  a  domestic  cliul 
favorable  to  both  investment  and  the  le: 
tion  of  jobs. 
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Will  it  cost  yoiir  company 
your  company? 

Ready  for  one  of  the  most  difficult  challenges  ever  to  confront 
corporate  America?  One  that's  estimated  to  cost  up  to  $400  billion. 

New  FASB  regulations  will  force  companies  to  measure  and  post 
as  a  debit  their  health  expense  obligation  to  current  and  future  retirees. 

The  effect  of  this  new 
liability  on  your  financial 
statements  could  be 
enormous.  In  fact,  some 
corporations  could  see 
profits  cut  by  as  much  as 
25%.  And  now  is  the 
time  for  you  to  address  it 
We  can  help.  We  offer 
actuarial,  retirement  and 
health  benefits  expertise. 

We  can  correctly  assess 
your  current  situation. 

And  help  you  better 
prepare  for  the  future. 

We  will  do  everything 
from  measuring  your 
expense  and  liability  to 
evaluating  plan  redesign  alternatives  and  advance  funding  options. 

The  end  result:  we'll  help  you  niinimize  the  financial  impact  of  these 
regulations  and  still  enable  you  to  remain  responsive  to  the  benefit 
needs  of  employees.  Write  or  call  Mark  Lynch,  CIGNA  Employee 
Benefits  Services,  Dept  M-50,  Hartford,  CT  06152,  (203)  725-2186. 
After  all,  the  clock  is  ticking. 


We  get  paid  for  residts! 


conomic  Trends 


BY  GENE  KORETZ 


GOOD  NEWS  MAY  BE 
HIDDEN  IN  THOSE 
GLOOMY  JOB  NUMBERS 


ost  observers  were  deeply  disap- 
1  pointed  by  the  March  em])loyment 
report,  which  showed  the  jobless  rate 
stuck  at  a  (iJ4-year  high  of  7.3%  and  pay- 
roll employment  up  by  a  mere  19,000. 
But  not  economist  Irwin  L.  Kellner  of 
New  York's  Chemical  Bank,  who  is  in- 
trigued by  a  growing  divergence  be- 
tween the  Labor  Dept.'s  survey  of  busi- 
ness payrolls  and  its  other  employment 
measure,  its  survey  of  households. 

"While  payroll  employment  has  risen 
by  only  27,000  since  last  July,"  notes 
Kellner,  "the  household  survey  shows 


WHICH  JOB  MEASURE 
DO  YOU  BELIEVE? 
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•CYCllttL  lows  fOR  PAVROIL  AND  HOUSEHOLD  SURVEYS 
WERE  IN  APRIL  AND  AUGUST,  1991,  RESPEOIVELV 


DATA:  UBOR  DEPT 


an  increase  of  (>20,0()0.  That's  a  meaning- 
ful difference." 

To  be  sure,  economists  regard  the 
payroll  survey  as  more  reliable  because 
it's  based  on  payroll  r-ecords  rather  than 
pei'sonal  interviews.  But  the  household 
survey  has  the  advantage  of  covering  a 
wider  segment  of  the  working  pul)lic, 
including  the  self-employed.  And  in 
terms  of  growth  rates  and  numbers 
added  to  job  rolls,  the  two  measures 
tend  to  track  together  over  time. 

Kellner  points  out  that  an  exception 
to  this  tandem  movement  of  employ- 
ment measures  occurs  during  recessions 
and  the  initial  stages  of  recovery.  First, 
partly  because  the  payroll  survey  counts 
jobs  rather  than  people,  it  usually  falls 
far  more  precipitously  during  downturns 
as  dual  jobholders  lose  one  or  both  of 
their  jobs.  That,  in  fact,  is  what  seems 
to  have  occun-ed  during  the  1990-91  re- 
cession. When  the  payroll  figures  are 
revised  later  this  year,  they  are  expect- 
ed to  show  a  decline  of  some  2.2  million 


jobs  between  the  onset  of  the  recession 
and  the  payroll  count's  cyclical  low  last 
yeai",  compai'ed  with  a  drop  of  1.5  million 
[josted  by  the  household  survey. 

But  as  the  economy  shifts  from  re- 
cession to  recovery,  observes  Kellner, 
it's  usually  the  household  survey  that 
tuims  up  first  and  moi'e  definitively,  as 
people  become  self-employed  or  find  jobs 
with  small  companies  or  new  businesses 
that  aren't  covered  by  the  payi'oll  sur- 
vey. "That's  exactly  what  seems  to  be 
happening  now,"  he  says,  noting  that 
job  gains  posted  by  the  household  sur- 
vey from  its  cyclical  low  are  neaiiy  six 
times  as  lai'ge  as  the  150,000-job  rise 
registered  by  the  payroll  survey  (chart). 

Not  everyone  agi'ees  that  the  house- 
hold survey  is  more  reliable  at  this  junc- 
ture, however.  "The  difference  between 
the  two  measures  is  unusually  large,  so 
this  time,  it  could  be  the  household  data 
that  ai"e  more  out  of  whack,"  cautions 
one  Labor  Dept.  economist. 

But  if  Kellner  is  right,  payroll  em- 
ployment should  turn  up  sharply  in  the 
next  few  months.  Past  cyclical  patterns 
indicate  that  while  the  household  sur- 
vey may  lead  the  way  during  an  incipi- 
ent uptui'n,  payroll  jobs  are  never  far 
behind.  And  because  payroll  jobs  fall 
more  sharply  in  downturns,  they  rise  a 
lot  faster  once  a  recovery  takes  hold. 


EASTERN  GERMANY'S 
LOW  LABOR  COSTS 
DIDN'T  LAST  VERY  LONG 


The  chances  that  Germany's  Bundes- 
bank will  move  to  ease  monetary 
policy  and  lower  interest  rates  signifi- 
cantly this  year  are  becoming  inci'eas- 
ingly  slim,  says  economist  William  P. 
Sterling  of  Merrill  Lynch  &  Co.  And 
the  reason  is  not  simply  rising  inflation 
and  a  large  budget  deficit  but  a  growing 
awareness  that  a  development  that  was 
sujjposed  to  help  ([uell  budgetary  and 
inflationary  pressures— the  availability 
of  low-cost  labor  from  eastei'n  Gei'- 
inany— is  piwing  to  be  an  illusion. 

When  the  government  tui'ned  to  mas- 
sive deficit  .spending  to  implement  i-eun- 
ification,  it  knew  inflation  would  take 
off  temporarily.  But  it  also  expected  that 
private  investment  in  eastern  Germany 
would  boom  as  companies  took  advan- 
tage of  the  region's  low  labor  costs,  thus 
reducing  the  cost  of  reunification.  In- 
stead, western  German  unions  have 
helped  eastern  German  workers  close 
the  wage  gap  between  East  and  West, 
causing  manufacturin.g  wages  to  dou- 
ble. Indeed,  Stei'ling  points  out  that  at 
current  exchange  rates,  eastern  Ger- 
man manufacturing  wages  are  push- 


ing $14  an  hour— close  to  U.  S.  levis. 

The  upshot,  says  Sterling,  is  that  Ids 
trend  is  likely  to  discourage  future  K- 
vate-sector  investment,  placing  morjof 
the  biu'den  of  reconstruction  on  the  i>v- 
emment.  And  that  spells  continuing  Igh 
budget  deficits  and  real  interest  ra^s. 
which  will  dampen  economic  activitjin 
both  Germany  and  the  rest  of  Euroji. 


NEW-CAR  SALES 
COULD  BE  TURNING 
THE  CORNER 


Although  retail  sales  rose  a  heaiy 
3.4%  in  January  and  February,  he 
flat  pace  of  new-car  sales  has  mie 
many  observer's  skeptical  of  a  true  u- 
sumption  r^ebound.  Economists  at  id 
del',  Peabody  &  Co.,  however,  beljve 
that  consumer  car-buying  maySje 
stronger  than  it  appears.  The  rea;n: 
Business  purchases  of  new  cars,  maly 
fleet  sales,  have  been  declining  as  a  kr- 
centage  of  new-car  sales. 

Whereas  business  purchases  equBci 
the  number  of  cars  bought  by  co';u 
mors  as  I'ecently  as  mid- 1991,  they  vrt 
down  to  78%  of  consumer  purchase:o\' 
February  of  this  year.  If  fleet  sejs 
which  have  been  down-pedaled  by  ;  tc 
makers  since  last  spring,  begin  to  sc 
again  and  consumer  purchases  contjUt 
to  grow,  new-car  sales  could  r-eally  aiel 
erate,  note  the  Kidder  analysts. 


U.S.  VENTURES  ARE 
BLOOMING  IN 
THE  OLD  EAST  BLOC 


Those  who  believe  the  U.  S.  has  lei 
slow  to  take  advantage  of  emer;ji:. 
investment  oppoilunities  in  EastemCu 
rope  and  the  former  Soviet  Union,  jl| 
note:  East  European  Investment  Mm 
zine,  a  new  New  York-based  bimonfiy 
reports  that  the  U.  S.  led  all  other^is 
tions  in  the  number  of  deals  annouiie! 
in  the  fourth  ijuarter  of  last  yai 
"American  companies  announce^ 
deals— a  thir-d  of  the  total,"  says  ei 
and  publisher  Mark  Dixon. 

While  America  racked  up  the  rps 
individual  investments,  German  coipi 
nies  snatched  first  place  in  terms  ofe; 
value— $3.7  billion,  compared  with  i^l 
million  for  the  U.  S.  "Most  of  the  pi 
man  deals  were  made  in  eastern  Gen: 
ny,"  notes  Dixon.  I 

The  U.S.  also  led  the  pack  inp' 
number  of  different  countries  targje 
for  investment.  And  preliminary  jit 
indicate  that  it  is  continuing  to  cbl 
up  the  most  deals  this  year,  as  well 
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New  Jersey 

HNOLOGY     LEADER     AND  ^ 
CORPORATE  ADDRESS 


HE  WORD    INVENTTON  IS 
SYNONYMOUS    WITH  THE 

siAME  ThotvIas  Edison, 
Wizard  of  Menio  Park.  In 
Jersey.  Edison  invented  the 
ndeseent  bulb  to  light  the 
1,  devised  the  motion  picture 
ra,  and  produced  the  phono- 
1,  all  technologies  that  creat- 
le  modern  motion  pictuix'  and 
\  recording  industries. 
lison"s  tradition  of  useful 
ication  of  science  is  alive 
y'  in  New  Jersey,  a  state  that 
inues  to  lead  the  nation  in 
atrial  technology.  Puie  scien- 
research  and  technological 
ications  in  university  and 
itrial  laboi'atories  throughout 
Jersey  have  given  the  world 
transistor,  the  lasei',  coloi' 
ision,  important  pharmaceu- 
advances  like  the  wonder 
Streptomycin,  and  even  the 
y  day  convenience  of  con- 
3d  soup. 


RESEARCH  AND 


estimated  that  $15  billion  a 
,  or  as  much  as  25%  of  all 
dollais  expended  annually  foi' 
Tch  and  development  of  new 
better  technologies,  are  spent 


in  Xcw  Jersey.  Scientific 
and  industrial  l!&f)  in  New 
Jcisey  spans  a  vast  array  of 
technological  piogrcss  in  telecom 
munications.  electronics,  |)harma- 
ceuticals,  tood  processing,  chemi- 
cals, and  many  other  industries. 

"Businesses  that  require  the 
competitive  advantages  of  the 
newest  technologies,  and  believe 
that  it  is  im|»ortant  to  be  in  a 
place  where  high  technology 
stands  tor  |)i-ogi-ess.  look  to  New 
Jeisey  first."  notes  Xew  Jersey 
Commerce  Commissioner  Barl)ara 
Mc(  'onnell. 


INVESTING  IN  TECHNOLOGY 


Today.  New  Jersey  is  liacking 
technological  a(l\'ancement  with 
major  public  investments. 

In  l!t84,  voters  oveiwhelmingly 
approved  a  $90  million  bond  issue 
to  establish  a  dozen  Advanced 
I'echnology  Centei's  to  promote 
science  and  technology,  facilities 
that  have  received  a  further  $20 
million  in  diicct  sujjport  from  the 
state,  in  19S8.  New  Jerseyans 
voted  to  finance  $350  million 
worth  of  investments  in  com})uter 
and  other  technologies  at  public 
and  piivate  colleges  throughout 
the  state. 


s  from  top  to  bottom:  On  business  days,  J 3  million  calls  go  through  AT&T's  Network 
:es  Division  at  the  National  Operations  Center  in  Bedminster;  Alexander  Hamilton 
fed  Paterson  at  the  Great  Falls  of  the  Passaic  River,  a  national  historic  landmark; 
inge  Place  is  the  hub  of  dovfntov/n  Jersey  City's  growing  financial  industry;  Research 
inson  &  Johnson  makes  the  pharmaceutical  giant  a  leader  in  health  care  products. 

m  top  to  bollom  courtay  of  Al&T;  Hen  Jersey  Oivision  of  Iravel  S  louinm,  Publii  Service  Electrir  S  Cos  (ompony:  onrf  Johnson  S  Johnson. 


The  Suharu  Legacy 


I 


n 


umper  to  Lumpe 

traffic  it 
oes  just  as  fast 


as  a  muc 


more  expensive 

car. 


I 


N  HEAVILY 

congested  traf- 
fic, tke  SuLaru* 
Legacy™  can  easily 
keep  up  witli  any 
Mercedes.  And 
like  a  RoUs  Royce, 
it  can  carry  five  com  fortaLly.  And  like  tke 
highest  price  d  BMW,  tke  Le  gacy  kas  no 
trouLle  going  as  fast  as  tke  law  allows.  And 
tkeL  egacy  can  do  all  tkose  kefore-mentioned 
tkings  at  a  remarkakly  low  price. 

Okay,  to  ke  konest,  at  a  next-to-notking 
price.  Because  rigkt  now  you  can  get  a  krand 
new  Legacy  L  Sedan  witk  tke  Extra  Value 
Group  for  $12,999! 

$12,999.  Now,  you're  prokakly  a  kttle 
put-off  ky  tkat  price.  A  car  tkat  costs  so 
little  cannot  possikly  ke  any  good,  you're 
prokakly  tkinking.  Well,  tkis  is  wkat  Car  and 
Driver  said  akout  tke  Sukaru  Legacy  wken  it 
was  first  introduced:  "Tke  Legacy  looks  and 
feels  like  a  quakty  piece.  It  makes 
us  tkink  Sukaru 's  leap  into 

Suharu  Legacy  L  with 
Extra  Value  Group 


tke  mainstream  is  going  to  create  some 
surprisingly  large  ripples.  "' 

okay,  now  you're  prokakly  tkinking,  for 
$12,999, 1  must  get  a  Legacy  tkat'  s  stripped 
of  everytking  kut  tke  asktray  and  tke  vinyl 
sun  visors.  Not  true. 

For  $12,999  you  get  tkis  Legacy  witk  air 
conditioning.  An  80-  watt  AM/FM  stereo 
cassette.  Power  windows  and  locks.  A  130 
korsepower  overkead  cam  engine.  Multi- 
pom  t  fuel  injection.  90  cukic  feet  of 
passenger  space.  And  all  tke  special 
engineering  and  structural  features  wkick 
translate  into  tke  type  of  durakility  tkat 
Suk  aru  is  famous  for.  (Important  kuying 
consideration  — 93%  of  all  tke  Sukaru  cars 
registered  in  the  last  ten  years  are  still  on  tke 
road  and  running  today.") 

Ckeck  out  a  new  $12,999  Suk  aru 
Legacy  tke  next  time  you're  stuck  in 
traffic.  It's  tkat  styksk-looking  car  tkat's 
keeping  rigkt  up  witk  tkose  muck  more 

expensive 
ones. 


Subaru.  W^hat  to  drh 


rive. 


'Suggested  retail  price  less  i'SOO  Extra  \'alue  Discount.  Does  not  include  dealer  preparation,  inland 
transportation,  taxes,  license  and  state  or  title  fees.  Dealer's  actual  price  may  vary.    '  June,  1989.  -  Based  on  R.L.  Polk  ^  Co.  registration  statistics. 
For  additional  information,  1-800-284-8584.  ©  Sukaru  of  America,  1991. 
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"I'uhlic  investiiicnl s  in  science 
and  teclinoloiLiy  have  liecii 
matclied  l)y  fedeial  dollars  and 
continue  to  e.\|)an(l  the  extraordi 
nary  reseaicli  kiK i\\  ledijc  network 
of  the  state.  By  e\cry  measure. 
New  .Jersey  is  the  riyht  |)iace  for 
investment,  servinu  husiness  in  tlie 
age  of  high  technology  and  infor- 
mation," says  Dr.  -lay  Urandingei-. 
executive  dir-ector  ot  thi'  ('oni- 
meree  I)e|iartnient  s  ( 'onmiission 
on  Science  and  '^rechnologv. 


COMPETING  IN 
COMMUNICATIONS 


A'r&T's  Bell  l^ahs  is  a  syndiol  for 
the  practical  liusiness  synthesis  of 
scientific  research  and  .uhance- 
ment  produced  almost  daily 
thidughout  New  .jersey. 

New  .lersey  Bell  plairs  to  iuNcst 
rnoie  than  .S()  hillion  o\-er  the 
next  decade  in  fiher-optic  cahle 
links  that  will  make  telecounnuni 
cations  and  coni|Hiter  networks 
work  fastei-  and  more  efficiently 
than  ever  hetore. 

'■()ui'  goal  is  to  (|uickly  hring 
the  benefits  of  the  intormation 


Newark' s  Penn  Station  is  New  Jersey's 
passenger  rail  center  for  Amtrak  and 
New  Jersey  Transit  service. 


age  to  consumei's.  We 
envision  thousands  of 
providers  using  our 
lilier-ojitic  network  to 
dclix'cr  a  host  of  ser- 
vices that  will  invigo- 
rate tlie  statt'  econo- 
my and  enhance  the 
(piality  of  life  foi-  all 
of  us.  "  says  .lames  ( i. 
('ullen.  president  and 
chief  executix'c  officer 
of  New  -lersey  I>ell . 

Bell  Atlantic.  i)ai- 
ent  of  Xew  .lersey 
l>ell.  is  hacking  this  major  high 
technology  in\'estment  under  a 
plan  that  would  stabilize  tide- 
phone  rates.  Not  surprisingly. 
Bellciire.  the  central  research  and 
de\(dopment  affiliate  of  B(dl 
Atlantic  and  the  six  other  region- 
al Bell  operating  companies,  has 
headcpiarters  in  New  .Jersey. 

Called  ( )ppoi  tunity  New  .lersey. 
the  fil)ei'-opt  ics  plan  w  ill  produce  a 
statewide.  full\  digital,  f il)er-o|jtic 
t<dephone  and  communications 
lu'twork  hy  2(110  that  will  keep 
Xew  .lersey  at  the  competitive 
forefront  with  other  states 
and  other  countries  |)lan- 
ning  ad\ance(l  comnumica- 
tions  network  sei\ices. 


HOME  TO  BUSINESS', 


Xiidh  in  the  U.S.  Census. 
Xew  .lersey  ranks  third  in 
the  nation  in  the  nuud)er 
of  corpoi'ate  lieaih piai'tei's. 
In  addition.  nearl\-  2,000 
douu'stic  and  intei  iiat  ion- 
al  corporations  maintain 
ma  jor  fai-ilit  ics  in  t  he  state 
in  manufacturing,  distri- 
l)Ul  ion.  office  f  inancial  ser- 
\  icc  operations,  and  more. 
Called      the  (iarden 


Governor  Jim  Florio  is 
committed  to  keeping  New 
Jersey  working  through 
business  growth. 


mi « 
lieyeil 
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State,  New  .Jersey  i, 
also  the  .Ma  lui  faciei""' 
t  u  r i  n g    State ,  th 
'frade    State,  th 
Invention  State,  th 
Education    State « 
the  Research  State 
and   the  Maritira 
State.  New  .Jersey  i 
the  Transportatio: 
State,  the  Telecom  oUn 
munications  State  nmi 
the  Bhai'maceutical  l(«"it 
State,    and  th 
Tourism  State,  too. 
Among  tlie  cori»oi'at ions  wit  Tlio 
headcpiarters  in  New  .Jersey  ar  inrl 
Amei  ican  Cyanamid,  a  leader  i  Siibs 
health  ca.re.  Nabisco,  Automatibiule 
Data     I'rocessing.    Campbe  ioial 
Soup,    "{"he     I'r'udential  (th.bera 
largest   insui-ance  com|.)any  i  ffi|)ort 
the    nation).    N'olkswagen  ciiiivit 
.America.   Fedders  (a  name  syr  Hiil  X, 
onymous  with  air  conditioning  "Tor 
and  ('!'('.  toi'merly  Corn  Proc  iervo 
ucts  ( 'ompany .  latmn 
And  there's  the  presence  c  liiniri 
AT&'1\  'idu'  world  cominunictvif 
tions  leailei'  owns  or  leases  17  mi  jIium- t 
lion  scpiari   feet  of  space  in  Ne  nrluijf 
.lersey.  w  here  it   is  the  state  md 
employment   leader  with  r)l,O0|i 
woikers. 

l'ul)lic  Service  iOlectric  &  Gs  f 
Co..  New  .Jer.sey"s  largest  utilit;  f 
has  a  (iO-year  tradition  of  findir  vp] 
the  right  location  in  Xew  Jersemil 
for  business  clients  through  sif(f|„ 
tracking,  i-eal  estate  coordinatioi  if 
and  economic  ami  demogi'aph 
research . 

■  We  published  New  .Jeisey 
the  llOs.'  a  compi'chensive  detaik 
uuide  to  New  .Jersey  and  its  bus 
ness  advantages.  At  PSE&G  V 
are  participating  in  a  witle  ran| 
of  public  and  private  or'ganizi(, 
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ins  and  programs  to  address 
vironmental  plaiinino  and  oco- 
niic  issues  like  pctniit  rctoiin 
d  regulatory  streamlining  that 
ape  business  development.  We 
?  analyzing  and  finding  ways  to 
velop  greater  international  husi- 
ss  opportunities  for'  New  Jersey 
yed  to  EC  '92.  Give  New  Jersey 
^air  shake,  and  in  eight  eases  out 
ten  we  can  convince  a  corpora- 
)n  our  state  is  the  light 
nation,"  says  Steve  Kukan, 
>E&G's  general  manager  for  ai  ea 
velopment. 

Thomas  R.  Gibson,  president 
d  chief  operating  officer  oi 
baru  of  America,  the  company 
unded  in  1968  by  a  group  of 
cal  entrepreneui'S  as  an 
nerican-owned  and  -operated 
port  auto  business,  explains 
ly  it  remains  based  in  Cherry 
11,  N.J.,  outside  Philadelpliia. 
"Today,  Cherry  Hill  still 
rves  as  the  home  for  oui' 
tional  headquarters  even 
ough  at  one  point  in  our  histo- 

we  looked  into  relocating.  We 
ose  to  stay  for  reasons  that 
L'lude  access  to  our  markets 
d  an  abundance  of  resources, 
it  the  major  reason  we  decided 

stay  in  New  Jersey  is  the 
ality  of  the  work  force." 
The  pharmaceutical  industry 
pifies  New  Jersey's  corporate 
d  business  leadershij).  New 
rsey  is  the  nation "s  top  producer 
pharmaceutical  discoveries  and 
aducts.  It  is  estimated  that  one 
arter  of  the  nation's  lesearch 
d  manufactui'ing  of  health  caic 
iducts  occurs  in  New  Jersey. 
Among  80  pharmaceutical 
ms  in  the  state,  industry  lead- 
s  that  make  their  home  in 
^w    Jersey    include  Merck, 


Johnson  &  Johnson.  Schering- 
Plough,  Bristol-Myers  Scjuibb, 
H  offman n- La  Roche,  and  Ciba 
(Jeigy.  Leaders  in  their  iiidustiy, 
they  are  also  leadeis  in  the 
world  of  business. 

It  has  been  reported  that  a 
fifth  or  more  of  all  j)harmaceuti- 
cal  industry  research  and  devel- 
o|)ment  investment  in  the  U.S.  is 
expended  annually  in  New 
Jersey.  Small  wondei'  that  the 
important  new  field  of  biotechnol- 
ogy, which  is  pioducing  miiacu 


struction  of  a  (lOO.OOO-sciuare-foot 
complex  in  Plainsboro  near 
Princeton,  where  the  company 
has  its  headquarters;  Hoffmann- 
LaRochc  is  moving  ahead  with  a 
$120  million  multi-disciplinary 
science  l)uil(ling  to  l)e  com])leted 
in  1994;  Ciba-(ieigy  expects  to 
com])lete  a  440.000-square-foot 
life  sciences  building  in  1993, 
when  300  employees  will  move 
fi(jm  New  York  locations  to  join 
2,800  other  Ciba-Geigy  employees 
in  New  Jersey. 


A  night  view  from  the  Delaware  River  spotlights  the  new, 
exciting  New  Jersey  State  Aquarium  in  Camden. 


lous  bi'cakt h roughs  in  human 
health  and  related  fields,  is  heavi- 
ly concentiated  in  New  Jersey. 
Scientists  at  virtually  every 
majoi'  i)harmaceutical  company  in 
the  state  are  creating  and  using 
molecular  and  genetic  technolo- 
gies to  l)attle  disease,  and  to  ci'C- 
ate  a  new  univei'se  of  jirosthetic 
devices  to  restore  the  injured. 

The  scientific  and  facility  needs 
of  biotechnology  R&D  are 
cementing  tlic  ])liarmaceutical 
industry's  commitment  to  New 
Jersey.  At  a  })ioject  cost  of  $300 
million.  Schering-Plough  is  com- 
pleting a  1  million-square-foot 
Drug  Discovery  Facility;  Bristol- 
Myers  Squibb  has  started  con- 


Expansion  in  Xevv  Jersey  is 
hardly  confined  to  the  |)harma- 
ceutical  industry.  Chemical  indus- 
try giant  BASF  Corporation  with 
11  locations  in  New  .lersey  is 
l)uilding  a  new  northeast  regional 
and  corporate  headijuarters  in  the 
Liternational  Trade  Centei'  Office 
Paik  amid  the  i-olling  hills  of 
Mount  Olive  Townshi))  in 
Northwest  New  Jersey. 


FOKEIGN  TKADE  ZONES 


New  Jersey  also  boasts  three  for-- 
eign  trade  zones:  Mount  Olive,  j 
Port  Newark/Elizabeth  within  J 
New  York  Harbor,  and  Port  1 
Salem  on  the  Delaware  Bay  coast.  | 
The  foreign  ti'ade  zones  ai-e  out-  I 
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HMman  Electronics-Technology  for  the  Beiiefit  of  Mankini 


Df  all  the  triumphs  at  the  1992 
Dlympic  Games,there''s  one 
^ou  can  experience  in  your  home, 
^'anasonic  Digital  Video  Technology 


^  pistol  is  fired.  Bodies  are  set  in  motion. 
Ul  eyes  are  focused  on  the  Olympic  ath- 
2tes.  Behind  the  scenes  there's  a  gruel- 
ng  contest  you  won't  see.  Covering  the 
)lympic  Games  requires  the  agility  of  an 
thlete.  To  help  broadcasters  like  NBC, 
Panasonic  introduced  the  D-3  1/2-inch 
)igital  Video  System.  Its  camera/ 
ecorder  is  small,  light  and  allows  for 
nore  spontaneous  coverage.  Since  it's 
ligital,  its  image  has  incredible  quality. 
Vhile  Panasonic  Digital  Technology 
lelps  bring  the  excitement  of  the  Barce- 
3na  Olympic  Games  to  your  home,  it's 
Iso  helped  us  develop  a  new  camcorder 
JT  your  home.  One  so  small  it  fits  in  the 
lalm  of  your  hand. 


HGITAL  VIDEO  RIVALS  REALITY. 

d  the  1992  Olympic  Games,  world  records  will 
e  broken.  New  standards  of  excellence  will  be 
;t.  But  of  all  the  triumphs,  there's  one  you  may 
ot  read  about.  But  you'll  see  it  and  hear  it  every 
me  you  watch  the  Olympic  Summer  Games- 
anasonic  Digital  Video  Technology. 
The  Panasonic  D-3  1/2-inch  Digital  Video 
ystem  includes  a  lightweight  Digital  Camera/ 


Recorder  and  Digital  Studio  VTRs.  They  make 
keeping  up  with  the  quick-paced  Olympic 
Games  easy.  And.  with  the  D-3  system,  tapes 
can  be  dubbed  and  edited  without  any  video  or 
audio  degradation.  The  result  is  a  sharper  pic- 
ture, better  sound  and  improved  coverage  of  the 
Olympic  Games. 

PROFESSIONAL  VIDEO  COMES  HOME. 

The  engineering,  design  and  thinking  behind 
Panasonic's  Professional  Digital  Video  Tech- 
nology have  had  a  strong  impact  on  our  home 
VCRs,  TVs  and  camcorders.  For  instance,  the 
Panasonic  PV-41  Palmcorder"  camcorder  is 
incredibly  small,  light  and  easy  to  handle.  And 
it  too  has  digital  technology.  Its  Digital 
Electronic  Image  Stabilizer  electronically  helps 
hold  the  picture  steady  when  you  can't  hold 
the  camcorder  steady.  It  also  has  an  advanced 
12  to  1  digital  zoom. 

HUMAN  ELECTRONICS. 

Digital  video  technology  that  can  capture  the 
excitement  of  the  Olympic  Games  is  at  the  core 
of  what  we  call  Human  Electronics.  Every  day 
we  dedicate  ourselves  to  creating  new  technolo- 
gies and  marketing  new  products  that  make  life 
richer,  safer  and  more  comfortable.  This  dedica- 
tion results  in  a  single-minded  philosophy:  Don't 
create  technology  for  technology's  sake,  but  for 
man's  sake. 


Panasonic 

MATSUSHITA  ELECTRIC 
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side  U.S.  Customs  tciritoiy-  They 
offer  business  trenietulous  trade 
advantages  and  savings.  In  the  for- 
eign trade  zones,  a  v\hoie  sejies  of 
business  activities  like  product 
manufacturing,  assembling,  and 
packaging  can  be  accomplished 
free  of  import  duties.  No  duty  is 
charged  until  products  are  dis- 
tributed to  U.S.  markets,  while 
products  that  are  exported  leave 
the  zones  duty  free. 

The  fiee  trade  zones  are  a  major 
adjunct  to  New  Jersey's  maritime 
ports  including  Newark/Elizabeth, 
Salem.  Camden,  and  Jersey 
( 'it  V/ Hoboken:  and  to  aii'  service 


A  researcher  at  AT&T's 
Bell  Labs  tests  optical  fiber. 

to  23  overseas  cities  centered  at 
Nevvaik  International  Airport.  In 
1991,  $10  billion  worth  of  New 
Jersey  productts  and  services  were 
exported  overseas.  The  volume  of 
international  cargo  opciations 
at  Newark  International  has 
increased  by  300%  siiu'c  1988  as 
international  flights  into  the  air- 
port tripled.  The  airport,  operated 


by  the  Port  Authority 
of  New  York  and  New 
Jersey,  is  constructing  a 
new  $20.8  million, 
2  6 5 . 0 0 0  -  s  1 1  u  a  r  e  -  f o  o  t  a  i  i' 
cargo  facility  that  will 
more  than  double  total 
cargo  capacity,  and  the 
Port  Authority  has 
announced  it  will  build  a 
new  $100  million  over- 
seas terminal. 

"New  Jersey  is  particularly  well- 
positioned  to  garner  an  iiicieasing 
share  of  U.S.  woild  trade  in  the 
emerging  global  marketplace,"  says 
Richard  C.  Leone,  chairman  of  the 
Port  Authority.  "One  of  New 
Jersey's  im])ortant  resources  is  the 
l)istate  Port  Authoiity.  where  we 
have  in  place  a  multi-billion  dollar 
ca])ital  imjxovement  program.  We 
are  determini'd  to  preser  ve  the  his- 
toric position  of  the  New 
^'ork/New  Jersey  area  as  the  lead- 
ing gateway  ol'  the  U.S.  for  inter- 
national trade.  "  adds  Leone. 


BUSINESS  ON  THE  MOVE 


"More  and  more  l)usinesses  are 
finding  that  New  Jersey  is  the 
place  to  locate,"  says  Commission- 
er McConnell.  "In  recent  years 
relocation  to  New  Jersey  from 
other  states  has  averaged  one 
company  every  four  days." 

One  of  the  leaders  in  the  move 
to  New  Jersey  has  been  the  finan- 
cial industry.  Lured  by  a  favor- 
able tax  climate,  by  proximity  to 
New  York  City's  financial  district, 
and  by  the  availability  of  employ- 
ees, many  major'  financial  institu- 
tions have  put  important  opera- 
tions in  New  Jersey. 

In  1991,  the  American  Institute 
of  O'ltified  Public  Accountants 
chose  the  H a iborside  Financial 


With  30  years  in  New  Jersey,  Sharp  Electronics' 
North  American  headquarters  is  now  in  Mahwah. 
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Center  in  Jersey  City,  bringin  few( 
600  jobs  to  the  Carden  Stat«  «" 
Merrill  Lynch  also  made  1991  th 
year  for  a  move  to  New  Jersey 
announcing  plans  to  occupy 
600,000-square-foot  new  buildin 
on  the  water'front  in  Jersey  Cit; 
where  you  can  see  the  Manhatta 
skyline  less  than  a  mile  awa; 
Jersey  City  is  only  a  four-minu 
ride  from  the  VWirld  Trade  Centr  — 
via  the  Port  Authority  Tran 
Hudson  (PATH)  rail  line.  Merri 
Lynch  cited  favorable  costs  a: 
location  as  the  r  easons  behind  t 
move  that  will  bring  2,500  bac 
office  workers  to  New  Jer.sev. 


URBAN  ENTERPRISE  ZONE 


The  New  Jersey  Urban  Enterpril 
Zones  Act  identifies  10  New  Jers(  fcnci 
cities     and     towns,     includir  '4  ^ 

Newark.  Trenton,  and  Camde  ® 

fail  to 


where  businesses  will  find  distin 
locational  advantages.  Some  of  tl 
advantages  are  tax  credits  for  mypj 
hiring,   sales   tax   exemptioE  || 
rebates  for  unemployment  taxt  III 
and  eligibility  for  r'educed  u  tiliP 
rates.  The  cities  are  where  busine  mihos 
began  in  New  Jersey  and  whepn 
business  will  continue  to  grow  aii '^^'ftil. 
pr-osper.  ■'« 

Text  by  Carl  Zeitz,  central  New  Jerse 
based  business  writer  and  consultant'' 
communications  and  public  polit 
Design  by  Parham  Santana,  Inc.,  N 
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NSUMERS  WILL  NEED  MORE  FUEL 
FHEY'RE  TO  FIRE  THE  RECOVERY 


e  central  issues  in  the  outlook  right  now  are  the 
trength  and  durability  of  the  recovery.  In  trying 
3  sort  it  all  out,  forecasters  are  keeping  one  eye 
data  and  the  other  on  the  weather, 
xceptionally  warm  February  heated  up  several  of 
jnth's  indicators,  such  as  retail  sales  and  housing 
both  key  to  prospects  for  a  consumer-led  upturn. 
I  chilly  March  is  making  some  of  the  numbers — 
?  economy — look  cold.  What's  the  real  story?  For- 
:  weather,  and  watch  the  labor  markets, 
nsumers  are  going  to  lead  the  recovery — as  they 
they  will  need  steady  growth  in  jobs  and  incomes, 
er,  a  new  era  of  cost-cutting  and  corporate  re- 
ring  is  keeping  the  growth  of  jobs  and  incomes 
the  usual  recovery  pace.  So  consumers  will  not 
le  same  sway  in  this  upturn  that  they  have  had  in 
it.  That  by  itself  precludes  a  strong  rebound. 

A  consumer-led  recovery  is 
also  harder  because  household 
income  is  assuming  a  greater 
role  in  spending  decisions.  A 
burst  of  new  borrowing  typical- 
ly has  added  fuel  to  past  recov- 
eries. But  this  time,  households 
are  paying  down  debt  at  a  re- 
cord pace  and  show  little  incli- 
nation to  add  to  their  already 
burdensome  debt  loads. 
Jobs  and  incomes  are  at  the 
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of  the  durability  issue,  as  well.  Consumer  spend- 
;he  first  quarter  appears  to  have  posted  the  stron- 
Ivance  in  four  years.  The  problem  is  that  incomes 
ily  half  as  fast  as  spending,  because  payrolls  in 
were  no  larger  than  they  were  in  December.  If 
lil  to  grow  this  quarter,  the  staying  power  of 
lers — and  the  recovery — will  be  in  doubt. 

f  BLIPS  There  are  hopeful  signs  that  job  growth 
'E  will  turn  up  in  coming  months.  Although 
the  Labor  Dept.'s  latest  report  on  the  job 
^  markets  showed  that  payroll  employment 
almost  no  growth  in  March  after  a  big  gain  in 
try,  the  March  workweek  held  at  February's  high 
;harts).  Early  in  a  recovery,  longer  hours  usually 
3  fatter  payrolls.  In  the  meantime,  a  longer  work- 
ind  rising  hourly  pay  are  lifting  incomes. 
Farm  industries  added  19,000  people  to  their  work 
I  March,  following  a  gain  of  107,000  in  February, 
er,  because  of  a  122,000  decline  in  January,  pay- 
lave  not  grown  since  December.  In  the  early 


months  of  past  recoveries,  it  was  not  unusual  to  see 
monthly  job  gains  in  the  range  of  300,000  to  400,000. 

Job  growth  was  lackluster  across  the  board  in  March. 
Only  48%'  of  the  356  industries  in  the  government's  sur- 
vey added  workers,  about  the  same  percentage  as  in 
February.  A  reading  below  507^  means  that  most  compa- 
nies are  either  holding  payrolls  steady  or  laying  off 
people.  Indeed,  excluding  a  39,000  increase  in  temporary 
government  jobs  related  to  the  Super  Tuesday  elections, 
private  payrolls  actually  declined. 

One  plus  from  the  labor  markets  is  the  recent  speedup 
in  the  growth  of  the  labor  force.  Its  pace  had  languished 
during  the  past  two  years  as  the  poor  economy  pushed 
many  people  out  of  the  work  force.  But  the  labor  force 
grew  in  March  for  the  fourth  consecutive  month.  The 
four-month  pace  was  the  fastest  in  three  years — a  sign 
of  improving  job-market  conditions. 

OUTPUT  However,  companies  are  always  cautious 
SHOULD  about  taking  on  the  added  cost  of  expand- 
BLOOM  IH  their  payrolls.  Given  last  year's  false 

THE  SPRING  start  on  recovery,  businesses  are  likely  to 
be  especially  leery  this  time,  and  thus  even  slower  to 
bring  back  laid-off  workers. 

A  good  sign  is  the  longer  workweek.  In  a  recovery, 
companies  usually  try  to  get  more  output  from  their 
existing  payrolls  before  they  hire  new  people.  The  work- 
week for  all  nonfarm  industries  averaged  34.6  hours  in 
both  February  and  March,  the  longest  in  eight  months. 

Caution  on  hiring  is  evident  in 
manufacturing.  Factories  had 
added  14,000  workers  in  Febru- 
ary, the  first  increase  in  six 
months,  but  in  March  they  cut 
3,000  jobs.  However,  the  factory 
workweek  remained  at  Febru- 
ary's level  of  41.1  hours.  These 
numbers  suggest  that  industrial 
production  rose  a  bit  in  March, 
but  much  less  than  the  0.6% 
gain  in  February. 


.BUT  THE  WORKWEEK 
IS  GETTING  LONGER 


I     I     I     I     I     T     I     I     I     I  I 
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▲  HOURS,  QUARTERLY  AVERAGE 
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Auto  output  was  a  drag  on  manufacturing  in  March, 
but  it  will  help  in  April  and  May.  Based  on  Detroit's 
latest  production  schedules  and  the  Federal  Reserve's 
seasonal  factors,  car  assemblies  dipped  about  4%-  in 
March  from  an  annual  rate  of  5.4  million  in  February, 
but  they  are  set  to  jump  by  about  12%-  in  April  and 
further  still  in  May.  That  should  lift  overall  factory 
output  and  jobs  in  the  second  quarter. 
Car  sales  remained  listless  in  March,  at  an  annual  rate 
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of  6  million,  but  that's  still  above  the  production  rate  so 
far  this  year.  That  means  car  inventories  are  low  and 
will  not  stand  in  the  way  of  a  pickup  in  output. 

Overall  factory  inventories  are  especially  lean  right 
now.  They  fell  0.3%  in  February,  the  fifth  consecutive 
decline.  And  because  factory  shipments  jumped  2.1%  in 
February,  the  ratio  of  inventories  to  sales  is  unusually 
low.  In  fact,  the  ratio  for  durable  goods  was  the  lowest 
in  nearly  13  years.  This  means  that  factories  will  be 
quick  to  expand  output  and  payrolls  as  demand  picks  up. 

CREDIT  HAS  Despite  the  paucity  of  new  jobs,  wages 
BECOME  AN  continued  to  rise  in  March.  The  average 
ECONOMIC  nonfarm  wage  climbed  by  0.4%  in 
PARIAH  March — the  same  gain  as  in  February — 
to  $10.55  an  hour.  Wages  increased  in  all  of  the  major 
industries,  with  construction  pay  posting  a  1.1^  jump. 

Over  the  past  year,  hourly  wages  have  grown  by  a 
modest  3%,  down  from  the  4.2%  rate  hit  in  mid-1990, 
when  the  recession  began.  Wage  hikes  in  manufacturing 
and  in  service  industries  have  both  slipped  lower. 

Such  a  slowdown  in  wage 
growth  would  seem  to  argue 
against  any  sustained  rebound 
in  consumer  spending.  But  be- 
cause companies  have  extended 
worktime  by  so  much,  weekly 
pay  has  picked  up  considerably 
over  the  past  year.  In  the  first 
quarter,  weekly  pay  advanced 
by  3.8% — a  faster  pace  than  the 
2.59^  gain  posted  in  the  first 
quarter  of  1991. 


INCOMES  PICK  UP 
AS  WAGE  GAINS  SLOW 

4,4  I 


■90  91  '92 

▲  OOARIERIY  AVERAGES,  PERCENT  CHANGE 
EROM  A  YEAR  AGO 

DATA  LABOR  0[PT,BW 


The  longer  workweek  is  one  reason  why  personal  in- 
come is  rising  at  a  rapid  enough  pace  to  lift  spending 
without  wage  growth  generating  upward  pressures  on 
inflation  (chart).  That  trend  should  continue  in  coming 
months.  Better  growth  in  hiring  plus  a  long  workweek 


mean  that  income  should  remain  on  an  upward  tracj 
Not  all  of  the  extra  income  will  go  toward  new  spenj 
ing,  though.  Households  are  likely  to  use  some  of  tl 
money  to  clean  up  their  debt-laden  balance  sheets.  Th 
is  one  reason  why  the  future  gains  in  consumer  spen 
ing  will  be  modest  compared  with  past  recoveries.  Co 
sumers  have  already  spent  more  than  a  year  payir 
down  their  record  amount  of  lOUs  gathered  in  the  1980 
and  this  practice  shows  no  sign  of  abating. 

In  February,  total  installment  credit  fell  by  $199  m 
lion.  Declines  in  mobile-home  loans  and  auto  financii 
offset  a  $1.2  billion  increase  in  revolving  credit.  In  ad( 
tion,  home-equity  loans  fell  by  $350  billion  in  February- 
another  sign  that  debt  accumulation  is  slowing. 

February's  increase  in  revolv- 
ing debt— mainly  credit  cards — 
isn't  surprising,  given  the  jump 
retail  sales  in  that  month. 


m 


CONSUMERS  ARE  STI 
CUTTING  DEBT  LOAD 

18.1 


▲  PERCENT 
DATA:  FEDERAL  RESERVE,  COMMERCE  DEPT.,  ii 


The  expected  retreat  in  March 
sales  suggests  that  credit  use 
also  slowed.  In  general,  con- 
sumers are  treating  debt  as  an 
economic  pariah.  That's  unusual 
in  the  early  stages  of  recovery 
when  the  prospects  of  new  jobs 
and  better  pay  raises  usually 
spur  people  to  increase  their  pace  of  borrowing.  I 

This  time  around,  however,  households  will  be  mo[ 
interested  in  paying  down  their  credit-card  bills  than 
laying  down  their  plastic  to  make  purchases.  In  Feb 
ary,  installment  debt  as  a  percent  of  disposable  inco: 
dropped  to  16.8%,  down  from  17.7%-  a  year  earlier  (chai 
The  ratio  is  now  at  its  lowest  in  6V2  years. 

Certainly,  healthier  balance  sheets  will  play  a  big  p: 
in  keeping  the  recovery  on  course,  especially  now  t 
the  economy  seems  poised  for  faster  growth.  But  uni 
hiring  accelerates  and  gives  the  economy  a  much-nee' 
push,  this  rebound  won't  be  able  to  pick  up  much  spa 


RETAIL  SALES 


Tuesday,  Apr.  U,  8:30  a.m. 
Retail  sales  likely  slippeci  just  0.1%  in 
March,  says  the  consensus  of  economists 
polled  by  McGraw-Hill  Inc.'s  MMS  Inter- 
national. However,  the  drop  could  be 
much  larger  because  it  will  follow  two 
huge  jumps  in  retail  sales:  a  2.17'  gain  in 
January  and  a  1.37f  advance  in  Febru- 
ary. Auto  makers  already  have  reported 
weak  car  sales  in  March. 

INDUSTRIAL  PRODUCTION 


Tuesday.  Apr.  U,  9:15  a.m. 
Output  at  the  nation's  factories,  mines, 
and  utilities  probably  increased  by  just 
0.2%  in  March.  That's  suggested  by  a 
small  gain  in  factory  production  workers 


and  the  long  length  of  the  workweek,  hi 
February,  industrial  production  in- 
creased by  a  strong  0.6%.  With  little 
change  in  output  expected  in  March,  the 
MMS  economists  forecast  that  operating 
rates  last  month  stayed  at  their  Febru- 
ary level  of  78.2%. 

BUSINESS  INVENTORIES  

Wednesday,  Apr.  15,  10  a.m. 
Inventories  held  by  manufacturers,  re- 
tailers, and  wholesalers  likely  fell  by 
0.37f  in  February,  after  a  loss  in 

January.  Factories  already  have  report- 
ed a  0.3%  drop  in  their  stock  levels  for 
February.  And  the  hefty  increases  in  re- 
tail sales  for  January  and  February  sug- 
gest that  store  inventories  were  drawn 
down  significantly  in  both  months. 


MERCHANDISE  TRADE  DEFICIT 

Thursday,  Apr.  16,  8:S0  a.m. 
The  foreign  trade  deficit  probably 
rowed  a  bit  in  February,  to  $5.6  bill^ 
from  $5.8  billion  in  January.  The 
survey  says  that  exports  likely  bou 
back  after  falling  1%  in  January, 
imports,  down  by  1.4%  in  January,  i 
flat  in  February. 

HOUSING  STARTS 


Friday.  Apr.  17,  8:30  a.m. 
Construction  of  new  homes  probably 
by  about  4%,  to  an  annual  rate  of 
million  in  March.  If  so,  that  would  be 
first  decline  in  housing  starts  since  i 
tember.  In  February,  starts  soared  9; 
to  a  1.3  million  rate. 
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PEOPLE  COUNT  ON 


.'C  MINI- 
t  AR  I  RIDGE 


Then  you  know  what  it  s  like  to  be  a  Canon 
personal  copier.  That's  because  for 
years,  over  a  million  customers 
have  relied  on  Canon  for 
crisp,  clean  copies. 

They've  also  come  to  trust 
their  personal  copiers  because  they're  virtually 
maintenance  free,  since  everything  that  could  run 
out  or  wear  out,  the  toner,  drum  and  developer 
unit,  is  in  our  exclusive  single  cartridge. 
So  if  you're  looking  for  the  brand 
that's  been  #1  nine  straight  years  and 
sold  over  a  million,  call  1-800-4321-HOP. 


OPIFR 


We'll  tell  you  about  our  full  line  of  personal  copiers 
from  basic  to  feature-packed  models.  After  all,  a 
lot  of  people  are  counting  on  you,  too. 


I  t-»i™  »asv  exierwjed  paymenls  »rtti  ine  Canon  Credit  Card  Ask  tor 

 ■  1  deuLal  Jadrapalrng  Canon  dealers  and  retailers  Available  onl,  in  U  S 

,1992  Canon  USA,  Inc  Home  Oltice  Products  Division  One  Canon  Plaza,  Lake  Success 


Cation 


ne  day  after  General 
Motors  President  Lloyd 
E.  Reuss  received  his  ex- 
'  cruciatingly  public  demo- 
tion, he  arrived  at  work 
at  7:30  a.m.  for  an  hour- 
long  meeting  with  the  auto  giant's 
dealers.  He  spent  the  rest  of  the  morn- 
ing in  meetings  and  tidying  up  his 
office  on  the  14th  floor  of  GM's  Detroit 
headquarters — getting  it  ready  for  his 
replacement. 

That  evening,  Reuss  gamely  attended 
a  dinner  in  his  honor  hosted  by  ESD— the 
Engineering  Society.  Beforehand,  he  de- 
scribed the  Apr.  6  coup  by  General  Mo- 
tors Corp.'s  outside  board  of  directors 
as,  ultimately,  no  big  deal.  Though  GM 
Chairman  Robert  C.  Stempel  lost  his 
post  as  head  of  the  board's  executive 
committee,  "the  basic  strategy,  the  fun- 
damentals, are  laid  out,"  says  Reuss. 
"The  board  said:  'Hey,  you 
weren't  moving  fast 
enough.  You  gotta  move 
faster.'  " 

Stiff  upper  lip?  Maybe. 
But  Reuss's  take  on  the 
shocking  turn  of  events  at 
the  world's  No.  1  auto 
maker  barely  describes  the 
boardroom  revolt.  What's 
happening  at  GM  is  far 
more  than  a  simple  accel- 
eration of  a  business  plan 
to  close  down  plants  and 
shed  tens  of  thousands  of 
workers.  After  years  of 
humiliating  erosion  in  mar- 
ket share,  rivers  of  red 
ink,  and  mind-boggling 
management  miasma.  General 
has  entered  a  period  of  seismic  up- 
heaval rarely  seen  in  American  business 
history. 

■FRESH  AIR.'  "With  the  plant-closing  an- 
nuuncements,  we  shook  up  the  troops," 
says  Robert  L.  Dorn,  chief  engineer  for 
Cadillac  Motor  Car  Div.  "With  this,  we 
shake  up  the  generals."  Says  Edward  V. 
Regan,  who  as  New  York  State's  Comp- 
troller controls  a  block  of  GM  stock:  "It's 
like  opening  a  window  and  letting  in 
fresh  air."  Fellow  investors  agreed, 
boosting  the  stock  to  around  38  on  the 
announcement. 

News  of  the  GM  coup  sent  tremors 
into  almost  every  corner  office  in  Corpo- 
rate America.  After  all.  if  GM's  normally 
docile  board  felt  emboldened  to  wrest 
strategic  control  from  management,  the 
same  could  happen  elsewhere.  "This 
sends  a  great  message  to  other  compa- 
nies," says  Richard  H.  Koppes,  general 
counsel  at  CalPERS,  the  California  state 
pension  fund.  "For  nonperformers,  the 
status  quo  doesn't  do"  (page  35). 


'With  the 
plant-closmg 
announcements 
we  shook  up 
the  troops. 
With  this, 
we  shake  up 
the  generals' 


The  driving  force  behind  the  board  re- 
volt at  GM  is  John  G.  Smale,  who  'in  his 
nine  years  as  CEO  revolutionized  consum- 
er-products monolith  Procter  &  Gamble 
Co.  in  the  1980s  (page  33).  When  he  per- 
suaded the  board  to  name  him  chairman 
of  the  GM  board's  executive  committee, 
he  effectively  demoted  Stempel  and 
Reuss,  the  chairman's  hand-picked  No.  2. 
While  a  couple  of  days  later  Smale  is- 
sued a  statement  vowing  that  directors 
won't  "involve  ourselves  in  the  day-to- 
day business  of  GM,"  it's  clear  to  those 
inside  the  company  that  the  once-quies- 
cent GM  directors  will  be  monitoring 
Stempel's  performance  closely,  regular- 
ly, and  aggressively.  One  highly  placed 
GM  insider  confides:  "Smale  will  be  dog- 
ging Bob's  every  step." 

Suddenly,  precisely  who's  behind  the 
wheel  at  GM  is  an  imponderable.  To  re- 
place Reuss  as  president  of  GM,  the 
board  promoted  John  F. 
"Jack"  Smith  Jr.,  54,  the 
former  chief  of  GM's  inter- 
national operations.  Wil- 
liam E. 
the  job 
officer. 


Motors 


Hoglund  landed 
of  chief  financial 
shunting  aside 
Stempel's  CFO,  Robert  T. 
O'Connell.  With  a  try  at 
boardroom  civility,  the  di- 
rectors officially  claim  that 
Stempel  recommended  the 
changes.  Their  rationale 
for  the  upheaval  was  sim- 
ple: "Regaining  profita- 
bility requires  a  more  ag- 
gressive management  ap- 
proach to  remove  excess 
costs." 

But  Smith  and  Hoglund  now  are 
clearly  positioned  to  take  on  G.M's 
No.  r  and  No.  2  jobs — if  Stempel  can't 
cut  it.  Board  members  are  "girding 
themselves  for  the  medium-  and  long- 
term  battle,"  says  Richard  D.  Recchia, 
executive  vice-president  and  chief  oper- 
ating officer  at  Mitsubishi  Motor  Sales 
of  America  Inc.  "They  are  picking  the 
gladiators." 

Inside  GM,  "there  were  a  lot  of  phone 
calls  going  back  and  forth  Monday 
night,"  said  Shirley  Young,  vice-presi- 
dent for  consumer  market  development. 
Indeed,  a  day  after  the  news  broke,  GM 
spokesmen  still  weren't  sure  whether 
Stempel  was  still  on  the  executive  com- 
mittee (he  is).  And  more  shuffling  will 
follow,  including  putting  someone  in 
charge  of  GM's  S23  billion  components 
operations. 

But,  like  tectonic  plates  inexorably 
moving  toward  an  earthquake,  pressure 
for  upheaval  at  GM  has  been  slowly 
mounting  for  years.  Belatedly,  GM's 
board  became  restive  last  fall.  The  deep 
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slump  in  auto  sales  had  driven  1991 
losses  for  the  full  company  to  a  stun- 
ning $4.5  billion.  North  American  opera- 
tions alone  had  accounted  for  a  full  $7.1 
billion  of  red  ink,  with  overseas  and  non- 
auto  operations  trimming  the  losses. 
Worse,  the  company's  U.  S.  market 
share  is  stagnant  at  357' ,  despite  an  ava- 
lanche of  new  cars  and  trucks,  and  re- 
mains under  pressure  from  unforgiving 
rivals  (charts). 

REGULAR  MEETINGS.  Suddenly,  Smale  be- 
came seriously  alarmed.  A  10-year  veter- 
an of  gm's  board,  he  had  watched  the 
company's  decline  without  taking  action. 
But  by  Thanksgiving,  he  began  talking 
to  GM  executives  about  the  company's 
strategy  and  management.  Other  direc- 
tors set  up  sessions  with  outsiders,  in- 
cluding Wall  Street  analysts,  looking  for 
their  take  on  what  to  do  about  gm's 
chronic  woes.  Regular  meetings  between 
directors  began  to  take  place — conspicu- 
ously excluding  inside  directors. 


As  the  weeks  passed,  board  members 
became  even  more  worried  about  Stem- 
pel's  lack  of  drastic  action  to  halt  the 
losses.  A  34-year  GM  veteran,  Stempel  is 
a  consensus  builder  who  abhorred  the 
pain  and  dislocation  caused  by  a  largely 
unsuccessful  reorganization  of  GM  in 
1984  by  his  predecessor  as  chairman, 
Roger  B.  Smith.  Stempel,  analysts,  com- 
petitors, and  GM  insiders  agree,  failed  in 
this  test  of  leadership.  "GM  is  a  powerful 
company,  but  they  weren't  clearly  direct- 
ing that  power,"  says  competitor  Yoshi- 
kazu  Hanawa,  executive  vice-president 
of  Tokyo's  Nissan  Motor  Co.  "If  some 
turn  right  and  some  turn  left,  a  compa- 
ny can't  move  forward." 

The  board  also  was  worried  about 
Stempel's  staunch  support  for  Reuss, 
who,  as  chief  of  the  North  American 
unit  since  1986,  had  to  take  responsibil- 
ity for  the  division's  huge  losses.  In 
some  ways,  Stempel's  relationship  with 
Reuss  may  have  been  the  most  glaring 


m  I 


'.On, 


symptom  of  the  long,  debilitating  c 
ease  that  has  made  GM  the  laughii 
stock  of  Corporate  America.  With( 
sufficient  regard  for  merit,  managf  at  1* 
got  ahead  as  their  buddies  got  ahead  i  He 

As  far  back  as  1990,  when  Stem; 
was  named  chairman,  the  board  h 
suggested  he  name  someone  else  as 
No.  2.  Yet  Stempel  insisted  on  his  loi  ^ij 
time  colleague,  and  the  board  acq 
esced,  although  it  refused  to  gri 
Reuss  the  chief  operating  officer  ti'  [jjlajj 
But  finally,  with  Reuss's  operati 
foundering,  many  directors  began  els 
oring  for  his  ouster.  Just  weeks  a 
Stempel  was  loyally  denying  rumorsft-, 
Reuss's  departure.  "Lloyd's  my  ma'' 
he  said. 

Meanwhile,  financial  pressure  on  ^vl 
kept  mounting.  GM's  sales  kept  fall 
short  of  Reuss's  rosy  forecasts,  and 
was  having  to  pare  back  on  projec 


production  for  the  fourth  and  first  qv 
ters.  On  Nov.  8,  Standard  &  Poor's  Cc 
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nmercial  paper  issued  by  GM's 

lancing  arm  under  review. 

nth  later,  as  GM  shares  sank  be- 

a  four-year  low,  the  board  met 
ed  Stempel  to  push  ahead  with  a 
downsizing  of  GM.  On  Dec.  18, 
1  announced  a  partial  plan  that 
1  the  closing  of  21  plants  and  the 
,ion  of  74,000  jobs.  Then,  in  a  sec- 
nouncement  in  late  February, 
;  sketched  out  plans  to  cut  dupli- 
nd  overhead  by  reorganizing  the 
y's  three  car  and  truck  opera- 
ito  a  single  North  American 
The  board  liked  the  plan  but 
at  the  pace  with  which  Stempel 

to  phase  it  in.  He  figured  the 
uldn't  be  finished  until  1996. 
>N  AT  EDS.  By  Sunday,  Apr.  5, 
le  board  met  in  Dallas  for  a  din- 
itside  directors  concluded  that 
d  had  enough.  The  next  day,  in 
lay  board  session,  they  forced 
's  hand.  Ironically,  the  board  re- 
it  the  sprawling  headquarters  of 
ectronic  Data  Systems  unit — the 

headquarters  of  Ross  Perot,  the 
?cutive  ousted  by  the  board  in 
r  his  outspoken  criticism  of  GM 
ment  and  now  a  possible  Presi- 
candidate.  At  5:45  p.m.  Eastern 
A  told  the  world, 
the  man  in  waiting  at  GM  is  Jack 
\.s  COO,  Smith  must  move  quickly 
;m's  North  American  car  opera- 
?'s  widely  credited  with  starting 
laround  of  GM's  now  highly  prof- 
]uropean  unit.  "We  were  in  bad 
ntil"  he  took  over,  recalls  one  GM 
executive. 

a  financial  expert,   Smith  is 
with  many  operational  feats,  in- 
forcing  costs  down  in  Europe, 
losting  output  without  adding 
ve  new  plants  through  innova- 
)or  deals.  He's  known  as  low 
demanding.  "If  Jack  Smith  asks 
get  a  problem  fixed,  he  doesn't 
30-page  report  on  why  the  prob- 
I't  be  fixed  or  why  it's  not  a 
1.  He  wants  it  fixed.  Period," 
hman  Brothers  analyst  Joseph  S. 
i. 

st  immediately.  Smith  seemed  to 
ting  GM's  reorganization  out  of 
ir.  On  Apr.  7,  the  day  after  the 
)ut  him  in  charge  of  operations, 
anked  back  a  GM  manager  posted 
t  fall  to  head  the  company's  Mex- 
sidiary.  His  new  job:  vice-presi- 
r  finance  at  the  North  American 
ons. 

c  things.  Smith  will  almost  surely 
tf's  white-collar  staff.  Even  Cadil- 
)rn  admits  that  in  manufacturing, 
^gest  cost  is  in  management,  and 
wants  to  tackle  that."  Indeed, 
alyst  Maryann  N.  Keller  of  Fur- 
Iz  Inc.  estimates  that  GM  has  307^ 
too  many  white-collar  workers.  "I 


SMALE  "WOKi  UP  A  SLEEPING  GIANT"  AT  P&G.  CAN  HE  DO  IT  AGAIN? 


HE  CAME,  HE  SAW, 
HE  OVERHAULED 


John  G.  Smale  is  some  fisherman. 
On  a  trip  to  Florida,  the  now  re- 
tired Procter  &  Gamble  Co.  chair- 
man reeled  in  the  biggest  tarpon 
caught  in  the  state  that  year,  says  fish- 
ing buddy  Bill  Portman,  who  marvels 
that  "his  ability  to  cast  into  a  heavy 
wind  is  unbelievable." 

Casting  into  gales  is  a  skill  Smale, 
64,  can  use  in  his  new  job  as  chairman 
of  General  Motors  Corp.'s  executive 
committee.  It's  a  talent  he  has  shown 
in  business  before — while  shaking  up 
P&G.  During  his  tenure  at  the  consum- 
er-products giant,  Smale  overhauled 
management,  made  profits  a  priority, 
and  moved  P&G  into  new  markets.  The 
result:  During  Smale's  nine  years  as 
CEO,  earnings  nearly  doubled,  to  $1.2 
billion  on  $21  billion  in  sales.  Says  Pru- 
dential Securities  Inc.  analyst  Andrew 
Shore:  "He  woke  up  a  sleeping  giant." 

When  Smale  took  P&g's  helm  in 
1981,  growth  was  sluggish.  To  speed 
things  up,  he  moved  P&G  heavily  into 
the  health  and  beauty  markets  with 
big  deals  for  Richardson- Vicks  Inc.,  the 
cough-drop  maker,  and  Noxell  Corp., 
the  marketer  of  Cover  Girl  cosmetics. 
Simultaneously,  Smale  drove  P&G  into 
dozens  of  new  countries. 
'A  LOT  OF  GUTS.'  By  the  mid-1980s, 
though,  few  were  singing  Smale's 
praises.  Hammered  by  competition  in 
such  key  products  as  detergents  and 
diapers,  the  company  saw  its  first  prof- 
it decline  in  32  years.  Even  Crest, 
which  marketer  Smale  had  turned  into 
the  No.  1  toothpaste  brand  in  1960,  was 
in  danger  of  losing  its  top  ranking. 

P&G,  it  was  said,  was  a  rusty  market- 
ing machine.  So  Smale  cast  into  the 


wind.  Before  his  retirement  in  1990, 
Procter  recaptured  lost  market  share 
by  extending  its  big  brands,  producing 
Tartar  Control  Crest  and  others.  To 
make  the  strategy  work,  Smale  shook 
up  P&G  by  speeding  up  development 
and  enlivening  advertising.  He  also 
renovated  management.  "That  took  a 
lot  of  guts,"  says  retired  P&G  executive 
David  S.  Swanson. 

For  shareholders,  Smale's  best  con- 
tribution was  probably  his  drive  for 
profits.  To  build  earnings,  P&G  began 
rewarding  managers  producing  profits. 
"He  got  them  to  think  poor  again," 
says  Hugh  S.  Zurkuhlen,  an  analyst  at 
Weiss,  Peck  &  Greer. 

Smale  also  departed  from  the  life- 
time employment  guarantee  that  em- 
ployees had  come  to  expect.  He 
trimmed  staff,  weeded  out  marginal 
performers,  and  closed  down  plants. 

None  of  that  helped  his  reputation  in 
the  ranks,  where  he  is  remembered  as 
a  solid  strategist  but  cold  and  aloof. 
Associates,  however,  say  Smale  is  no 
colorless  tough  guy.  "He  has  a  game 
face  and  a  personal  face,"  says  retired 
P&G  Vice-Chairman  Thomas  Laco,  "and 
his  business  face  is  all  business." 

Much  of  his  bad  rap  may  be  the  re- 
sult of  simple  shyness.  That's  what 
students  who  studied  under  him  last 
fall  at  his  alma  mater,  Miami  Universi- 
ty in  Ohio,  say.  Smale  is  "not  aloof  so 
much  as  reserved,"  says  graduate  stu- 
dent Marty  Hogan,  who  notes  that 
Smale  sent  a  get-well  note  to  a  student 
hospitalized  for  a  back  problem.  Aloof, 
reserved — whatever.  Smale  has  shown 
that  he  knows  how  to  make  his  mark. 
By  Zachary  Schiller  in  Cleveland 


RY 
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may  be  misinterpreting 
this,  but  when  I  read 
between  the  lines,  it 
seems  to  me  the  board 
is  saying  they're  going 
to  be  doing  some  seri- 
ous cutting  at  the  upper 
levels  instead  of  the 
people  in  the  plants," 
says  Russell  W.  Cobb 
of  United  Auto  Work- 
ers Local  10,  which  rep- 
resents the  company's 
Doraville  (Ga.)  Oldsmo- 
bile  Cutlass  Supreme 
plant. 

While  continuing  to 
cut  plants,  Smith  also 
must  boost  the  company's  manufactur- 
ing efficiency  at  those  that  remain.  Vir- 
tually every  plant  has  a  different-style 
paint  and  body  shop,  and  the  company  is 
just  beginning  to  convert  its  manufac- 
turing processes  toward  a  common  stan- 
dard so  that  one  plant  can  build  a  vari- 
ety of  models. 

HIDDEN  STRENGTHS.  CM  has  also  been 
plagued  by  i)roduction  snafus.  The  com- 
l)any's  popular  Saturn  small  sedans  and 
coupes  are  flying  out  of  showrooms, 
now  selling  at  a  dizzy  pace  of  more  than 
16,000  cars  a  month  through  just  155 
outlets.  But  CM  has  only  a  30  days'  sup- 


LLOYD  REUSS  WAS  DEMOTED,  AND  JACK  SMITH  REPLACED  HIM  AS  PRESIDENT  OF  CM 


ply,  in  an  industry  where  the  norm  is 
closer  to  60  days'.  Nearly  two  years  af- 
ter the  launch  of  production,  Saturn's 
plant  still  is  not  up  to  full  capacity.  Simi- 
larly, production  problems  at  the  plant 
that  builds  the  hot  Cadillac  Seville  and 
Eldorado  have  held  back  deliveries  of 
cars  that  bring  CM  profits  of  more  than 
$10,000  apiece. 

While  Smith  tends  to  cars,  (TO  Hog- 
lund  will  watch  the  balance  sheet.  Hog- 
lund  is  well  regarded  within  CM — and  is 
known  as  an  executive  whose  career  had 
been  sidetracked  by  Stempel.  Hoglund, 
like  Smith,  started  in  finance  and  then 


moved  through  a  sers 
of  operational  posts. 

Then  there's  Smf;. 
He  brings  a  firsthfd 
acquaintance  with  tui- 
arounds  to  his  positn 
as  chairman  of  the  ,:- 
ecutive  committee, a 
kind  of  miniboard  ca-  1 
prising  the  chairmen  f 
all  board  conmiittees.ki  i 
his  previous  career, 
reshaped  P&G  from), 
paternalistic,  lumberji 
"peration  to  a  projS 
and  new-product  po 
house.  Procter  s 
lowed  losses  of  $: 
million  and  fought  through  numer(ls 
mistakes  before,  under  Smale,  P&;S 
Japanese  unit  turned  into  a  fast-grii'- 
ing,  $1  billion-plus  dynamo  that  aggK- 
sively  takes  the  battle  to  Japanese  riv  ? 
on  their  own  turf.  Says  an  adming 
consumer-products  analyst:  "Takca 
look  at  the  way  Procter  was  percei'd 
in  the  early  '80s:  big,  lazy,  stod/, 
sleeping  giant,  insulated  by  size,  '^le 
same  as  CM." 

And  Smale  has  proved  himself  willg 
to  make  the  tough  calls.  His  final  c;r. 
After  grooming  John  E.  Pepper  as  is 
successor  for  five  years,  he  decided-x) 


etrayal.  Humiliation.  Loss  of 
face.  That's  what  General  Mo- 
'tors  Corp.  Chairman  Robert  C. 
Stempel  may  well  be  feeling  as  he 
comes  to  grips  with  the  tough  task  of 
moving  forward.  The  entire  organiza- 
tion could  suffer  if  Stempel  can't  han- 
dle the  e.xtraordinary  strains  of  his 
new  status. 

"He's  in  a  painful  and  difficult  i  

spot,"  says  Harry  Levinson,  a 
well-known  management  psy- 
chologist. "He's  been  put  on  pro- 
bation, and  that  has  to  make  him 
angry  with  himself  and  the 
board  for  having  done  it  to  him. 
It's  embarrassing  in  front  of 
God  and  everyone  else." 

Stempel  certainly  isn't  the 
first  big  chief  executive  to  have 
his  knuckles  publicly  rapped  by 
a  board  of  directors,  but  he  is 
one  of  the  few  to  survive — which 
may  be  worse  than  dismissal. 
"He  must  feel  a  tremendous 
sense  of  betrayal,  because  sud- 
denly his  trusted  group  of  advis- 
ers has  turned  on  him,"  says  Jef- 
frey A.  Sonnenfeld,  director  of 


Emory  University's  Center  for  Leader- 
ship &  Career  Studies.  "While  he  may 
not  make  it  adversarial,  it's  now  be- 
come a  we-they  situation." 

Infighting  could  heighten  the  ten- 
sion. "Inside,  there's  the  potential  of 
choosing  up  sides:  'Do  you  go  with  [CM 
President  and  Chief  Operating  Officer 
John  P.]  Smith  or  with  Stempel?'  " 


says  Thomas  J.  Neff,  president  of  t 
ecutive  search  firm  Spencer  Stuart 
Associates.  "This  is  where  Stempel  h 
to  pull  out  every  bit  of  leadership." 

Leadership,  in  this  case,  may  me.i 
cutting  against  the  grain  of  long-estt- 
lished  loyalties.  GM  executives  "all  li' 
together  in  Grosse  Pointe  [Mich. 
Levinson  notes.  "You  grow  up  wii 
them."  Stempel  will  have  > 
break  out  of  behavior  esti 
lished  over  a  lifetime — or  p" 
the  price.  "If  he  acts  to  plea' 
the  board,"  says  Levinson,  "t\ 
means  he's  going  to  be  actij 
against  his  brothers.  If  J 
doesn't  act,  then  the  board  vl 
get  someone  else."  Advice  foil 
shamed  CEO?  "If  he  feels  U 
wronged  victim  of  an  impatitt 
board,  he  shouldn't  admit  i ' 
adds  Sonnenfeld.  In  fact,  i 
should  act  like  President  Bii 

I after  Pat  Buchanan's  N.v' 
Hampshire  sting.  "He  shod 
join  the  critics  and  say:  'I've  g- 
ten  the  message.  It's  time  r 
more  aggressive  change.' " 
By  John  A.  Byrne  in  New  Yik 


STEMPEL:  INFIGHTING  COULD  HEIGHTEN  THE  TENSION 
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Commentary/by  Judith  H.  Dobrzynski 


A  WAKE-UP  CALL  FOR  CORPORATE  BOARDS 


is  good  for  General  Motors  is 
'or  the  countnf,  and  what's  good 
e  coutitry  is  good  for  General 
s. 

le  late  General  Motors  Chairman 
Charles  E.  Wilson  would  no 
loubt  be  astonished  that  his  fam- 
mark,  made  in  1952,  is  so  applica- 
lay — in  an  entirely  different  con- 
iVilson  then  was  commenting  on 
lominance  of  the  U.  S.  economy, 
the  words  ring  true  because  of 
idical  steps  gm's  board  took  on 
6:  When  outside  directors  re- 
ged  the  company's  executive 
md  structure,  they  set  an  exam- 
at  should  prompt  the  boards  of 

performing  compa- 
)  take  action  sooner 

than  later. 

that,  in  turn,  could 
reverse  Corporate 
ca's  slide.  In  recent 

as  overseas  rivals 
grown  more  agile, 

American  corpora- 
have  seemed  to  be 
ring  and  misdirect- 
ith  GM  a  prime  ex- 
.  As  a  remedy,  ex- 
prescribe  better 
>,  whose  monitoring 

instill  discipline  and 
itability — now,  per- 
with  CM  a  precedent. 
9UND.  "If  it  can  hap- 
t  G.M,  it  can  happen 
lere.  Corporate  gov- 
;e  will  never  be  the 
"  says  Thomas  J. 
president  of  execu- 
recruiters  Spencer 
,  &  Associates.  Agrees  a  top  cor- 

attorney:  "This  is  truly  momen- 
■it's  the  culmination  of  the  corpo- 
overnance  movement  to  make 
e  directors  perform." 
the  events  at  GM  really  merit  all 
iss?  The  company,  after  all,  has 
losing  money  and  market  share 
ars,  making  investors  mighty  dis- 
ed.  With  good  reason,  many  out- 
say  the  board  should  have  acted 
ago.  And  directors  only  did  what 
e  supposed  to  do:  monitor  man- 
mt's  performance,  make  changes 
necessarj-,  and  generally  watch 
r  shareholders'  interests. 
GM  is  a  standout  case — it's  huge, 
>und,  and  long  dominated  by  in- 

wh©  created  a  supine  board. 


That  only  magnifies  the  shadow  GM's 
outside  directors  cast  when  they  sud- 
denly declared  their  independence — 
even  if  it  was  long  overdue. 

And  while  it's  true  that  boards  in 
recent  years  have  been  quicker  to  re- 
place bad  managers,  the  numbers  are 
deceiving.  In  more  cases  than  not,  "the 
company  was  bankrupt,  was  going 
bankrupt,  or  there  was  skulduggery, 
legal  or  moral,"  says  Jay  W.  Lorsch,  a 
Harvard  University  business  school 
professor  and  author  of  Paums  or  Po- 
tentates: The  Reality  of  America's 
Corporate  Boards.  Now,  though,  GM 
provides  a  model  for  boards  where  the 
issues  are  not  so  extreme. 

Activist  shareholders  get  much  of 


the  credit  for  the  new  attitude  of  GM's 
board.  W'ith  letters  to  directors  and 
shareholder  resolutions  (as  well  as 
talks  with  management),  investors 
have  been  demanding  better  results. 
GM  Chief  Executive  Robert  C.  Stempel 
probably  sealed  his  fate  last  fall  when 
he  failed  to  deliver  a  visionary  long- 
term  plan,  instead  putting  forward  a 
minimalist  program  to  move  the  com- 
pany to  break  even.  Outside  directors 
seemed  simply  to  lose  patience.  They 
decided  to  begin  meeting  separately— 
and  then  to  take  action.  Having  tasted 
success  at  a  company  such  as  GM,  in- 
vestors are  likely  to  step  up  the  fight 
elsewhere  in  Corporate  America. 

If  directors  at  other  companies  can 
take  courage  from  the  board  members 


at  GM,  they  may  also  be  emboldened  by 
the  reaction  of  some  corporate  leaders. 
"We  were  totally  embarrassed  by  GM — 
it  gave  the  rest  of  us  fits,"  says  one 
top  chief  executive.  "I  couldn't  be  hap- 
pier that  this  happened."  Others,  too, 
privately  express  their  dismay  that  the 
star-studded  board  didn't  demand  bet- 
ter performance  from  GM's  manage- 
ment long  ago.  Like  just  about  every- 
body else,  executives  are  troubled 
about  the  performance  of  American 
corporations  and,  naturally,  blame 
those  in  charge. 

PAINFUL  WAIT.  The  tragedy  may  be 
that  the  board  waited  so  long.  "If  they 
had  done  this  [years  ago],  when  the 
company  had  billions  in  the  bank,  they 
would  have  saved  jobs  for 
employees  and  money  for 
shareholders,"  says  for- 
mer Securities  &  Ex- 
change Commissioner  Jo- 
seph A.  Grundfest. 

There  are  other  reasons 
the  events  at  GM  are  a  wa- 
tershed. "Significantly, 
this  went  beyond  Stempel 
into  lower-level  manag- 
ers," notes  Dale  M.  Han- 
son, who  as  chief  execu- 
tive of  the  $68  billion 
California  Public  Employ- 
ees' Retirement  System 
has  lobbied  GM  hard  for 
change.  "The  board  is 
playing  a  little  bit  of  kick- 
ass,  and  that's  good." 

Corporate  America  has 
a  long  way  to  go  before 
boards  truly  perform  as 
they  should.  Big-company 
culture  discourages  con- 
tact between  shareholders  and  direc- 
tors and  among  outside  directors  them- 
selves. Traditional  corporate 
structures,  which  combine  the  roles  of 
chairman  and  CEO  and  allow  the  CEO  to 
set  the  board's  agenda  and  to  make 
assignments  to  committees,  work 
against  board  intervention.  So  do  many 
other  practices,  such  as  retaining  for- 
mer CEOs  as  directors  and  permitting 
CEOs  to  choose  their  successors. 

But  GM's  experience  shows  that 
change  is  possible  even  at  the  stodgi- 
est, sleepiest  companies.  As  such,  it 
marks  a  milestone  in  corporate  gover- 
nance that  should,  in  the  end,  lay  some 
groundwork  for  making  U.  S.  compa- 
nies more  successful — and  the  nation 
more  competitive. 
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pass  over  Pepper  and  named  internation- 
al-operations chief  Edwin  L.  Artzt  to  fill 
his  shoes. 

This  new  management  does  have  one 
big  advantage:  recent,  drastic  improve- 
ments in  its  line  of  cars  and  trucks.  They 
now  lead  Japan's  in  safety  and,  amazing- 
ly, fuel  efficiency.  Although  they  still 
trail  overall  in  defects,  quality  is  fast 
becoming  a  toss-up.  "They've  improved 


quality  tremendously,"  says  J.  David 
Power  III,  president  of  J.  D.  Power  & 
Associates.  "But  there  is  still  a  lot  more 
that  has  to  be  done  to  get  them  competi- 
tive with  the  leading  Japanese  makers." 

Now,  GM  must  get  the  word  out  on  its 
strengths.  Says  Hugh  Fiore,  owner  of 
Harbor  Motors  Inc.,  which  sells  Oldsmo- 
biles,  Pontiacs,  and  GMC  Trucks  in  Old' 
Saybrook,  Conn.:  "We've  got  to  make 


II 


people  feel  they  want  a  Cadillac  in  el 
driveway  instead  of  a  Lexus." 

Where  does  all  this  leave  Stamp? 
Hurting,  it  seems  safe  to  say,  althoih 
he  insists  he's  with  G.M  for  the  duratii. 
But  if  he  fails  now,  like  a  lot  of  other  i 
employees,  Stempel  figures  soon  to  e 
out  of  work. 

By  James  B.  Treece  in  Detroit,  ith 
bureau  reports 


IT  CAN'T  HAPPEN  HERE, 
CAN  IT? 


Five  companies  where  investors  are  displaying  discontent 


Will  G.M's  boardroom  uprising  prove 
contagious?  James  E.  Heard  of  proxy 
adviser  Institutional  Shareholder  Ser- 
vices Inc.  thinks  so.  "Boards  are  in- 
creasingly aware  that  they  can't  just 
be  reactive  to  management,"  he  says. 
Some  boards  have  more  to  do  than  oth- 
ers. Here's  the  situation  at  Jive  compa- 
nies whose  performance  has  provoked 
investor  ire: 


=  =.   =  With  each  pass- 

=  —  —  =  ing  year,  IB.M's 

=  —  —  =•=•=  warts  have  be- 

=       ~=  ~  =  come  more  ap- 


parent. The  biggest:  its  failure  to  stay 
ahead  of  the  computing  revolution 
wrought  by  the  microprocessor.  IBM  has 
clung  to  its  mainframe  business  even  as 
cheaper  alternatives  have  emerged. 
When  Big  Blue  finally  began  to  realize 
the  potential  of  superpowerful  PCs  and 
networks,  its  slow-moving  bureaucracy 
deadened  its  ability  to  respond. 

Since  1985,  Chairman  John  F.  Akers 
has  shed  60,000  employees,  closed 
plants,  and  rejiggered  U.  S.  operations. 
Now,  he's  leading  an  ambitious  plan  to 
carve  IBM  into  quasi-independent  units, 
each  focusing  on  a  particular  market. 
All  that  hasn't  done  much  for  investors, 
who  from  1987  to  1991  saw  a  -9.29^  total 
return.  Sound  like  GM?  No  wonder  it's 
on  California  Public  Employees'  Retire- 
ment System's  list  of  poor  performers. 
Still,  "Akers  has  the  board's  full  sup- 
port," says  a  spokesman.  Most  observ- 
ers agree.  But  he's  on  a  red-hot  seat. 

Its  market  value 
has  dropped  by 
$19  billion  in  four 
years,  executives  are  bailing  out,  and 
despite  a  recent  shakeup,  Digital  Equip- 
ment Corp.  suffered  its  first-ever  operat- 
ing loss  in  the  December  quarter:  A  $147 


million  whopper.  That  doesn't  seem  to 
faze  DEC  founder  and  President  Kenneth 
H.  Olsen.  He  hasn't  replaced  the  chief 
financial  officer  who  left  in  December, 
and  he  dismisses  the  other  departed  ex- 
ecutives as  people  who  simply  aren't 
team  players. 

But  don't  look  for  any  action  by  the 
board  of  the  $14  billion  minicomputer 
maker.  Olsen,  66,  may  be  the  board's 
only  insider,  but  he  hand-picks  its  mem- 
bers. Directors  include  his  college  men- 
tor and  the  retired  CEOs  of  two  compa- 
nies where  Olsen  is  a  director.  He 
refuses  to  establish  a  succession  plan 
and  last  year  chastised  a  board  member 
who  advocated  one.  Says  Sherwood  Se- 
curities Corp.  analyst  Stephen  C.  Dube: 
"To  me,  there's  an  inertia  there."  DEC 
insists  that  its  board  is  plenty  strong. 

Kodak  definitely  could 
benefit  from  a  GM-style 
boardroom  coup,  insists 
Prudential  Securities 
Inc.  analyst  B.  Alex 
Henderson.  "I  don't  see 
it  happening,"  he  says,  "but  I  sure  wish 
it  would."  The  reason:  Eastman  Kodak 
Co.  has  restructured  its  operations  four 
times  since  1982  and  has  yet  to  show  a 
consistent  earnings  improvement.  Last 
year,  it  took  a  $1.6  billion  restructuring 
charge  and  wound  up  with  profits  way 
below  Wall  Street's  expectations. 

Kodak  CEO  Kay  R.  Whitmore  has  held 
that  job  only  since  1990  and  appears  to 
have  the  board's  support.  But  he  may  be 
thanking  his  stars  that  the  board  no 
longer  features  John  G.  Smale,  the  for- 
mer Procter  &  Gamble  Co.  chairman 
who  engineered  GM's  upheaval.  Smale 
left  Kodak's  board  in  1987  when  the 
company  bought  Sterling  Drug,  which 
competes  with  P&G.  As  for  Sterling,  it's 
one  of  Kodak's  laggards. 


Barely  a  week  goes 
without  someone  on  W',' 
Street  predicting  the  - 
minent  demise  of  Jans 
D.  Robinson  III.  Site 
Robinson  has  been  C) 
of  American  Express  Co.,  its  flags; 
card  division  has  faltered  badly,  and  ? 
retail  stock-brokerage  house  has  beeii 
source  of  unending  headaches  and  • 
pleasant  financial  surprises. 

Yet  "Robinson  is  still  in  pretty  fi| 
control"  of  the  board,  says  Ned  Da' 
an  analyst  at  Gerard  Klauer  Mattiso: 
Co.  He  counts  among  his  suppo: 
such  heavyweights  as  former  Secre 
of  State  Henry  A.  Kissinger  and  Un: 
Pacific  Corp.  Chief  Executive  Dr 
Lewis.  That's  not  to  say  there  aren'ft 
few  gadflies  among  the  directors.  If 
another  large  policy  decision  gcs 
wrong,  I  think  the  board  would  ask  hi 
to  step  down,"  observes  Tony  Hitschli, 
president  of  Brandywine  Asset  Mana, 
ment,  a  large  AmEx  shareholder.  Amc, 
says  only  that  the  directors  are  "fvj 
informed"  and  active. 


Results  improved  at  Sears,  Roebuck 
Co.  in  1991,  but  shareholders  want  mih 
more  from  the  $57.2  billion  retail  aji 
financial-services  giant.  Chairman 
ward  A.  Brennan  can't  budge  Sears' 
turn  on  equity  past  10%,  and  despite  1 
offs  and  continuing  reorganizations 
the  $31.4  billion  retail  group,  its  cofe 
are  still  too  high  and  its  market  sh; 
keeps  eroding. 

Investors  are  up  in  arms.  A  proxy  r 
olution  to  be  voted  on  in  May  would  s|t 
the  chairman  and  CEO  posts — Brenm 
holds  both — and  install  an  outsider 
chairman.  Another  advocates  an  im- 
pendent study  of  breaking  up  the  co- 
pany.  Will  Sears'  board  challenge  Bn- 
nan?  "If  there  was  any  hope,  it  woii 
come  from  Donald  Rumsfeld,  but  3 
haven't  seen  any  action,"  says  Richsl 
Koppes,  general  counsel  of  the  Calif - 
nia  Public  Employees'  Retirement  S;- 
tem,  which  holds  2  million  Sears  shar . 
Rumsfeld,  the  former  chairman  of  G. 
Searle  &  Co.,  won't  comment.  Sears  sa5 
it  has  an  active  and  vocal  board. 
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COVER  SIR 


We're  AMBAC. 

And  we  back  the  bonds  that  build  the  schools,  the  libraries  and  even  the  city 
halls  in  towns  and  cities  tliroughout  America.  The  fact  is,  more  than 
one  third  of  all  the  insured  general  obligation  municipal  bonds  issued 
during  the  past  ten  years  have  been  insured  by 
AMBAC.  But,  then,  you'd  expect  that  kind  of 
i   i  r*  D  I  leadership  from  the  people  who  founded  the  municipal  bond 

r^l  V  1  ^  r\  I  Vii^#%   insurance  industry. 

At  AMBAC,  we're  beginning  our  third 
decade  of  commitment  to  America.  Which 
means  helping  secure  our  country's  future  by  assisting  in  the  rebuilding  of  the  physical 
systems  that  support  basic  public  services. 

We're  also  strongly  committed  to  the  municipal  bond  industry  To  the  investor 
as  well  as  the  issuer 

Because  while  AMBAC's  commitment  starts  with  America's  towns  and  cities, 
it  doesn't  end  there. 


niiu  we 

Our 
commitment 

\  i  i  P  p  I  ^  A  leadership  fn 
^1  V  1 1  r\  I  Vii^#%   insurance  inc 

STARTS  HERE. 


AMBAC 


AMBAC  Indemnity  Corporation 
One  State  Street  Plaza,  New  York.  NPf  10004 
(212)668-0340 


e 
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REAL  ESTATE  I 


ONE  SICK 
CANARY 


Bankers  are  all  too  aware  of  tlie  wharf  s  shortcomings 


Last  April,  organizers  of  the  London 
Marathon  were  persuaded  to  re- 
route their  annual  race  through 
the  vast  office  complex  taking  shape  at 
Canary  Wharf.  To  showcase  the  develop- 
ment, workers  moved  at  double  time  to 
put  in  roads  and  plant  daffodils.  Paul 
Reichmann,  Canary  Wharf's  top  land- 
lord, was  so  impressed  by  the  sight  that 
immediately  after  the  race,  he  ordered 
that  the  sprawling  71-acre  development 
be  opened  to  the  public  within  a  week, 
two  months  ahead  of  schedule. 

It  was  vintage  Reichmann,  reflecting 
his  intimate  involvement  with  Canary 
Wharf.  Ever  since  the  Toronto-based 
mogul  took  a  dilapidated  <tr<:'tch  of 
riverfront  property  off 
the  hands  of  its  first  de- 
veloper nearly  five 
years  ago  and  began 
building  Europe's  larg- 
est office  complex, 
Reichmann  has  poured 
heart,  soul,  and  pocket- 
book  into  Canary 
Wharf.  Olympia  &  York 
Developments  Ltd.,  the 
company  he  and  his 
brothers  control,  has  in- 
vested $3  billion  in  the 
project. 

'EATING  CASH.'  But  it's 

becoming  clear  that  Ca- 
nary Wharf  isn't  the 
sterling  asset  that  Paul 
Reichmann  envisioned. 
And  that's  worrying  the 
bankers  from  100  or  so 
institutions  who  plan  to 
gather  on  Apr.  13  to  be- 
gin restructuring  up- 
wards of  $15  billion 
they  have  lent  O&Y. 
"This  project  is  eating 
cash,"  says  one  banker. 
Overhanging  the  Ca- 
nary Wharf  develop- 
ment are  construction 
loans  totaling  SI  billion 
and  the  $700  million 
that  O&Y  pledged  to- 
ward a  proposed  new 


subway  line.  Exacerbat- 
ing the  cash-flow  squeeze 
are  various  lease  obliga- 
tions that  O&Y  assumed 
to  lure  many  tenants 
from  their  previous  of- 
fices. And  the  talks  won't 
be  made  easier  by  the 
likely  departure,  first  reported  by  The 
Financial  Times,  of  former  Manufac- 
turers Hanover  President  Thomas  John- 
son, from  his  role  as  O&Y's  chief  negotia- 
tor. Add  it  all  up.  and  it  becomes 


BILLIONAIRE  LI  MAY  BIO  FOR 
SOME  O&Y  ASSETS 


THE  FIRST  PORTION  OF 
THE  WHARF  IS  IN  A 
CASH  BIND 


CAHARY  WHARF'S  WOES 


REAL  ESTATE  DEPRESSION  London  has  suffered  through  a  two-year  decline  in 
property  values,  with  rents  down  35%  and  vacancies  up  to  20°o.  A  likely  rise  in 
interest  rates  would  just  make  matters  worse 

OVERBUILT  MARKET  There  are  33  million  square  feet  of  property  available  in 
London,  making  Canary  Wharf  far  less  attractive  than  in  the  boom  years  of  the 
1980s.  And  a  subway  line  won't  serve  the  area  for  several  years — if  then 

POOR  CASH  FLOW  Canary  Wharf  is  only  60%  leased,  and  the  Reichmanns  lured 
many  tenants  with  discounts  on  rent.  Bankers  will  have  to  infuse  cash  to  meet  op- 
erating expenses,  assumed  leases,  and  other  costs 


increasingly  likely  that  much 
Reichmann's  dream  project  will  m 
get  off  the  drawing  board. 

Instead,  when  talks  begin,  O&Y  an( 
bankers  will  probably  have  to  coH' 
trate  on  propping  up  the  portion  of 
nary  Wharf  nearing  completion.  The 
a  short-term  need  for  cash  to  meet  o 
ating  expenses,  though  the  exact  iii 
bers  are  not  yet  kno 
say  bankers.  Hong  K 
billionaire  Li  Ka-Sh 
has  said  he's  intereste 
bidding  for  some  O&Y 
sets.  But  real  estate 
lysts  think  Li's  most  1 
ly  targets  are  O&Y's  > 
York  and  Toronto  of 
towers.  Last  October 
purchased  a  499^  staki 
one  of  O&Y's  trouh 
New  York  buildings 
That  means  O&Y's  banks  may  hav( 
step  in,  effectively  taking  control  of 
project.  O&Y  and  its  advisers  will  be 
ing  a  raft  of  proposals,  from  extem 
debt  repayment  schedules  to  tun 
over  buildings  to  the  banks.  Banks  r:y 
take  equity  positions  in  buildings,  s%> 
ping  uncertain  debt  payments  from  CY 
for  the  more  certain  cash  flow  ty 
could  get  from  rentg 
the  properties  out  tha- 
selves.  Banks  also  t 
likely  to  consider  su- 
ing out  and  lendingjO 
new  tenants  to  hjp 
them  buy  their  hup- 
ings.  Many  of  the  p- 
posals  have  been  on  e 
table  for  some  tiif. 
Only  now,  says  Rot't 
Speirs,  finance  direor 
for  the  project,  "  e 
need  [to  move  on  thn] 
is  a  little  more  urgei" 
BIG  GLUT.  The  trick  '11 
be  how  to  value  .e 
buildings  at  a  tie 
when  the  London  pi»- 
erty  market  is  in  ^ 
worst  depression  si€ 
World  War  II  (tall. 
Rents  have  plunjd 
35%  in  Central  Loni^n 
from  their  peak  to 
years  ago,  estimates  i- 
alvst  John  W.  Atkins'f 
UBS  Phillips  &  Dr.-. 
He  forecasts  a  furtr 
18%  drop  this  year,  ;d 
12%  in  1993.  The  s.e 
was  made  worse  b}a 
building  spree  by  ot  r 
developers  who  hoid 
to  thwart  the  potenil 
threat     of  Caniy 


at' 


■•r;t 


38  BUSINESS  WEEK/APRIL  20,  1992 


In  fact,  real  estate  planning  offi- 

the  City  of  London  actively  en- 
>d  construction  by  relaxing  the 
trict  building  requirements, 
price  of  any  overall  deal  seems 

to  include  a  postponement,  at 
f  any  development  beyond  the  4.8 
square  feet  now  well  under  way 
iry  Wharf.  That  would  seem  to 

end  to  the  Reichmanns'  vision  of 
lopment  measuring  13.9  million 
feet  by  the  end  of  the  decade, 
ler  complicating  the  Canary 
talks  is  political  uncertainty  in 

A  firm  and  quick  decision  will  be 


needed  on  the  proposed  $2.3  billion  Jubi- 
lee subway  line,  due  for  completion  in 
1996  and  essential  to  entice  new  tenants. 
Strongly  backed  by  the  Conservative 
Party,  the  new  line  has  won  only  luke- 
warm support  from  Labor. 
SAME  OLD  SONG?  Banks  and  O&Y  execu- 
tives are  likely  to  warn  the  next  gov- 
ernment that  cancellation  of  the  line 
would  deal  a  fatal  blow  to  the  entire 
project.  What's  more,  the  government 
may  come  under  increased  pressure  to 
relocate  some  of  its  major  departments 
from  elsewhere  in  London  to  Canary 
Wharf  in  an  effort  to  trigger  a  new 


wave  of  tenants  into  the  development. 

Paul  Reichmann  himself  has  actively 
courted  the  government  in  the  past  and 
succeeded  in  convincing  former  Prime 
Minister  Margaret  Thatcher  that  Canary 
Wharf  should  be  the  centerpiece  of  a 
decade-long  effort  to  reinvigorate  the 
Docklands.  Now,  as  he  gears  up  to  meet 
his  creditors,  Reichmann  is  clearly  bet- 
ting that  the  interests  of  the  govern- 
ment, the  banks,  and  O&Y  are  so  inter- 
twined that  Canary  Wharf  can't  be 
allowed  to  fail. 

By  Richard  Melcher.  with  Sana  Siwolop, 
in  London 


Commentary/by  Wendy  Zellner 

MR.  SAM'S  EXPERIMENT  IS  ALIVE  AND  WELL 


he  days  since  Sam  M.  Walton's 
ith  on  Apr.  5,  investors,  analysts, 
I  even  employees  of  Wal-Mart 

Inc.  have  been  wringing  their 
and  wondering:  Will  the  world's 
t  retailer  ever  be  the  same? 
e.  And  you  know,  that's  just  how 
im  wanted  it.  One  of  the  mar- 
)f  Wal-Mart  is  that 
owth  to  eye-popping 
Tiore  than  2,000  stores 
1  estimated  $55  billion 
es  this  year — hasn't 

the  bureaucracy  and 
icency  that  has  crip- 
ither  corporate  behe- 

"To  this  day,  as  big 
il-Mart  is,  it  changes 

every  week,"  says 
rd  L.  Berry,  director 
?  Center  for  Retail- 
:udies  at  Texas  a&m 
rsity.  And  while 
ilksy  culture  instilled 
al-Mart's  legendary 
er  can't  be  copied, 
il  Motors  and  IBM  can 
their  pinstripes  and 
:s  and  still  learn  plen- 
Ti  the  folks  in  Arkansas. 
FOR  ACTION.'  The  first  lesson  is 
mtra  Walton  passed  on  to  every- 
Wal-Mart,  from  Chief  Executive 
r  David  D.  Glass  to  the  lowliest 
r.  "a  bias  for  action."  That  trans- 
nto  an  expectation  to  change  and 
te  daily,  even  on  the  smallest 
Department  managers  in  the  dis- 
stores  are  expected  to  act  as  en- 
neurs,  each  running  his  or  her 
lusiness.  And  they're  given  the 
"t  and  information  they  need, 
profit-and-loss  statements  to  in- 
y  turns.  Glass  estimates  that  de- 
^nt  heads  conduct  some  250  ex- 
mts,  most  of  them  secret,  in  Wal- 
;tores  on  any  given  day.  Some  of 


them  pay  off  big:  The  greeters  who 
welcome  shoppers  to  Wal-Mart  and  of- 
fer them  a  shopping  cart  may  seem 
corny,  but  they're  cited  by  many  cus- 
tomers as  a  major  reason  why  they 
keep  coming  back. 

One  Wal-Mart  director  described 
Walton's  penchant  for  constant  tinker- 


ing as  his  "ready,  fire,  aim"  approach. 
Of  course,  nobody  hits  the  target  every 
time.  But  get  this:  At  Wal-Mart,  people 
aren't  punished  if  their  experiments 
fail.  "If  you  learn  something  and 
you're  trying  something,  then  you 
probably  get  credit  for  it,"  says  Glass. 
But  woe  to  the  person  who  makes  the 
same  mistake  twice. 

Walton  and  Glass  have  stumbled 
themselves.  In  recent  years,  Wal-Mart 
started  up  its  own  line  of  discount 
drugstores  and  arts-and-crafts  outlets. 
Both  chains  were  sold  when  they  failed 
to  meet  Wal-Mart's  lofty  expectations 
for  profitability.  Wal-Mart  jumped  into 
the  "hypermarket"  business  in  1987 
with  225,000-square-foot  stores  selling 


everything  from  baby  food  to  tires. 
Three  years  later,  it  essentially  aban- 
doned the  concept  when  the  stores 
didn't  hit  the  target  for  return  on  in- 
vestment. "Let's  not  analyze  and  re- 
search something  to  death,  that's  Wal- 
Mart's  philosophy,"  says  consultant 
Peter  E.  Monash,  who  helped  set  up 
the  hypermarkets. 

Still,  the  experiment  has 
prompted  Wal-Mart  to  cre- 
ate smaller  "Supercenters," 
which  sell  both  groceries 
and  general  merchandise. 
That  scaled-down  approach, 
which  could  turn  Wal-Mart 
into  a  powerful  force  in  the 
grocery  business,  seems  to 
be  paying  off.  Glass  plans 
to  add  some  15  Supercenters 
this  year  to  the  9  already  in 
operation,  mostly  in  the 
South  and  Midwest. 
CRAMPED  QUARTERS.  In  oth- 
er words.  Glass  is  learning 
from  his  mistake.  Insecure 
people  (read  bureaucrats) 
would  prefer  to  find  a 
scapegoat.  No  wonder  Wal- 
ton made  bureaucracy  his  sworn  ene- 
my. And  before  attacking  it  in  his 
stores,  he  rooted  it  out  of  his  head- 
quarters in  Bentonville,  Ark.  No  glitzy 
Sears  Tower  here.  It's  more  like  a 
cramped  warehouse.  Executive  offices 
are  purposely  uninviting,  since  manag- 
ers are  expected  to  be  out  in  the  field. 

The  only  constants  at  Wal-Mart  are 
a  few  deceptively  simple  principles: 
The  customer  is  the  boss.  Employees 
and  suppliers  are  partners.  Managers 
are  servants.  And  costs  must  be  driven 
down  to  keep  prices  low.  If  Wal-Mart's 
managers,  including  new  Chairman  S. 
Robson  Walton,  Sam's  son,  can  stick  to 
the  founder's  gospel,  everything — and 
nothing — will  change. 
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THE  WORKPLACE! 


PLANT  PROTEST  IN  AURORA,  ILL.:  RESTAFFING  FACTORIES  COULD  TAKE  MONTHS 


CAT  GETS  ITS  BACK  UP. 
WAY  UP 


If  it  replaces  strikers,  it  will  lay  down  a  major  challenge  to  the  UAW 


Say  this  for  Donald  V.  Fites:  He's 
not  afraid  of  a  fight.  The  Caterpil- 
lar Inc.  chairman  took  on  all 
840,000  members  of  the  United  Auto 
Workers  when  he  pledged  to  replace 
13,000  strikers  if  they  didn't  return  to 
work  on  Apr.  6. 

It's  a  huge  gamble  for  both  sides.  For 
the  UAW,  what  started  as  a  minor  walk- 
out has  ballooned  into  a  major  confron- 
tation. The  outcome  could  affect  hun- 
dreds of  thousands  of  workers  at  Big 
Three  carmakers.  The  stakes  are  rising 
for  the  rest  of  organized  labor,  too.  The 
walkout  marks  the  first  time  that  the 
UAW,  one  of  the  nation's  strongest 
unions,  has  faced  a  major  threat  of  per- 
manent replacements.  If  it  loses,  the 
blow  could  set  off  another  downward 
spiral  in  labor's  clout. 
UP  THE  ANTE.  Meantime,  Fites  has  placed 
a  bet  that  union  members  will  buckle 
under  the  pressure.  If  they  don't,  it 
could  be  midsummer  before  Cat  gets  its 
factories  fully  functioning.  And  while 
the  company  won't  go  broke  as  it  trains 
new  workers,  rivals  such  as  Japan's 
Komatsu  Ltd.  could  grab  market  share. 
And  even  if  Fites  wins,  he'll  have  an 
angry  and  alienated  work  force  on  his 
hands.  He  has  set  back  years  of  effort 
that  his  predecessors  invested  in  build- 
ing labor-management  cooperation. 
"You  can't  build  quality  with  replace- 


ment workers,"  insists  UAW  Secretary- 
Treasurer  Bill  Casstevens. 

Few  observers  thought  the  five- 
month-old  strike  would  escalate  so  far. 
The  UAW  expected  Cat  to  follow  the  lines 
of  a  contract  it  negotiated  last  year  with 
Deere  &  Co.  But  Fites  insisted  he  need- 
ed concessions  to  compete  with 
Komatsu,  his  primary  rival  overseas. 
When  the  UAW  didn't  budge,  he  upped 
the  ante  in  hopes  of  getting  workers  to 
break  ranks  with  the  leadership. 

In  the  first  few  days  after  Fites's 
deadline,  that  wasn't  happening.  By  Apr. 
8,  the  company  said  that  just  400  strik- 
ers had  crossed  the  line.  The  UAW 
pegged  the  number  at  fewer  than  200. 
Union  leaders  are  betting  that  Fites  will 
back  down  by  the  end  of  April  if  they 
can  hold  out.  But  workers  walking  the 
line  have  expressed  fear  about  losing 
their  jobs.  "I  don't 
know  what'll  happen" 
when  Cat  starts  hiring 
replacements,  one  strik- 
er frets. 

Cat  workers  have 
plenty  of  reason  to 
knuckle  under.  True, 
their  union  just  gave 
them  $2,000  apiece  in 
strike  benefits  to  help 
offset  lost  wages.  But 
Cat  officials  argue  that 


40  BUSINESS  WEEK/APRIL  20,  1992 


11 


.  -A 

iltS 


CAT'S  SHRINKING 
INVENTORY 


workers  won't  risk  jobs  that  will  be  p 
ing  $47,000  a  year  on  average  by  19t. 
What's  more,  the  typical  Cat  employe(Js, 
47  years  old  and  has  28  years  of  serv^, 
In  just  two  years,  more  than  60%!' 
them  will  be  eligible  for  retirement — jj 
fat  pensions.  "They're  not  going  to 
that  up  for  a  national  labor  movemerl 
says  Caterpillar  Group  Vice-Presid 
Glen  A.  Barton. 

COLD  COMFORT.  But  what  if  they 
hang  tough?  Cat's  $1.5  billion  line 
credit  gives  it  financial  staying  powj 
But  the  company  has  just  started  ad 
tising  for  new  hires.  Usually,  compa: 
preparing  to  hire  permanent  repl; 
ments  start  taking  applications  well 
fore   any   strike.    And  Wayne 
Zimmerman,  Cat's  vice-president  for 
man  services,  acknowledges  that  ( 
didn't  actually  perform  studies  to  del   if ' 
mine  whether  it  could  find  the  thousaiftslj. 
of  skilled  workers  it  needs  to  run 
high-tech  factories. 

Even  if  it  can  find  candidat 
Zimmerman  says  the  comipany  wc 
start  hiring  until  May  1.  He  estimate:  sfor 
can  interview  no  m.ore  than  several  h 
dred  applicants  a  week.  So  it  would  t^itj, 
months  to  staff  Cat's  factories.  It  wo' 
then  need  up  to  two  months  more 
train  new  workers,  he  says.  i 

Output  could  suffer,  too.  For  nc, 
5,000  managers  and  office  workers  s 
manning  Cat's  factories — enough,  oi- 
cials  insist,  to  meet  demand.  But  indt- 
try  consultant  John  Stark  reckons  || 
company  will  produce  only  20  machiil 
in  April,  down  from  700  a  month  lit 
year.  Indeed,  one  plant  official  repois 
that  managers  are  "having  a  tough  tie 
trying  to  figure  out"  how  to  operate 
plants. 

Low  output  could  really  hurt  if  fi 
construction-equipment  market  picks  p 
in  May,  as  many  think  it  will.  Cat's  f'- 
tory  inventories  already  are  nearly  '>.- 
pleted  (chart).  And  dealers  say  they  h<e 
only  one  or  two  months  of  stock  le. 
Meanwhile,  Komatsu  and  J.  I.  Case  .'te 
boosting  production  of  some  constr'- 
tion  equipment.  "We'll  be  concend 
about  losing  market  share  if  the  strp 
continues  through  May,"  says  a  Cat'- 
pillar  dealer  in  the  Southwest.  i 
That's  not  much  ca- 
fort  to  the  picketersp 
Aurora,  111.  Strik(is 
there  aren't  confidJt 
they  can  beat  Fitesf 
the  company  starts  bs- 
ing  in  replacemen'- 
"I'll  stay  out  as  longjs 
my  v/ife  lets  me,"  qus 
one  worker.  Cat  is  h?- 
ing  that  won't  be  lor^ 
By  Kevin  Kelly  « 
Aurora,  III.  * 
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■AI  PUNTS  RESPONSIBLE  EOR 
CAIERPIIUR  S  U  S  PRODUniON 
DATA  Sltm  Off  HlCmU  UOGEK 


Commentary /by  Peter  Hong 


E  KEYS  TO  ENERGY  SECURITY:  MORE  DRIILING,  LESS  SWILLING 


;he  Senate,  the  legislation  is  for- 
,lly  known  as  the  National  Ener- 
Security  Act.  But  it  hardly  lives 
its  lofty  title.  Little  more  than  a 
it'ter  the  U.  S.  went  to  war  to 
t  its  oil  lifeline  in  the  Persian 
Congress  is  crafting  an  energy 
it  does  little  to  protect  America's 
nic  security. 

1  the  House  and  Senate  versions 
1  laudable  provisions.  For  in- 
,  the  proposals  encourage  in- 
s  in  energy  efficiency  for  appli- 
streamline  licensing  for  new 
•l-gas  pipelines,  boost  incen- 
for  the  use  of  alternative 
uels,  and  spur  more  competi- 
iiong  utilities. 

this  grab  bag  of  measures 
t  address  America's  most  se- 
inergy  problem:  a  voracious 
Le  for  foreign  petroleum.  The 
low  imports  about  45%  of  its 
art),  and  the  Energy  Dept. 
Ds  that  with  no  change  in 
nption  and  production  pat- 

the  figure  will  leap  to  65% 
0.  Most  of  those  imports  will 
to  come  from  the  Persian 
lome  to  two-thirds  of  the  world's 

reserves.  "We're  making  our- 

vulnerable  to  a  cutoff  and  in- 
ig  our  dependence  on  a  highly 
lie  part  of  the  world,"  warns 
s  J.  DiBona,  president  of  the 
can  Petroleum  Institute. 

IS  DANGEROUS?  Before  another 
hits,  policymakers  should  move 
3  fronts:  reviving  domestic  pro- 
n,  now  at  a  40-year  low,  and 
g  oil  use.  The  Senate  tried  to 

these  issues  in  an  earlier  bill 
'ould  have  opened  Alaska's  Arc- 
tional  Wildlife  Refuge  for  oil  ex- 
ion.  Another  provision  would 
:ut  consumption  by  raising  mile- 
quirements  for  cars.  That's  espe- 

important  since  transportation 
its  for  two-thirds  of  U.  S.  usage. 

both  proposals  died  fiery  politi- 
aths.  Environmentalists  argued 
1  drilling  would  spoil  the  pristine 

Refuge.  And  the  auto  industry 
i  hard  against  raising  the  aver- 
lileage  requirement  to  about  40 
rom  the  current  21 V2  mpg.  De- 
aid  the  measure  would  compro- 
afety  by  forcing  it  to  build  small- 
re  dangerous  cars — an  argument 
Tiined  by  an  Apr.  9  report  of  the 
lal  Research  Council  (NRC),  a  fed- 
isearch  agency. 


Any  proposal  to  curb  demand  could 
be  politically  treacherous.  Yet  there's 
no  way  around  the  need  to  restrict 
U.  S.  profligacy.  It's  no  surprise  that 
Americans  are  freewheeling  guzzlers, 
since  gasoline  prices,  at  about  $1.03  a 
gallon,  are  at  their  lowest  level — ad- 
justed for  inflation — since  World  War 
II.  Gas  in  the  U.  S.  "is  one  of  the  great 
bargains  in  the  Western  world,"  says 
Daniel  H.  Yergin,  president  of  Cam- 
bridge Energy  Associates  and  author 
of  the  1992  Pulitzer  Prize-winning  book 

A  PERSISTENT  DEPENDENCE 


DATA  ENERGY  DEPT 

The  Prize:  The  Epic 
Quest  for  Oil,  Money, 
and  Power. 

Yergin  favors  a  mod- 
est rise  in  taxes  to  en- 
courage conservation. 
Admittedly,  such  a 
move  would  put  a 
strain  on  the  economy. 
But  when  the  nation's 
welfare  is  viewed 
broadly,  sticking  with 
the  status  quo  is  hard- 
ly a  formula  for  eco- 
nomic growth  and  na- 
tional security.  Last  year,  the  U.  S.  ran 
up  a  merchandise  trade  deficit  of  $66 
billion — $44  billion  of  it  in  oil. 

Washington  could  also  consider  a 
stiffer  tax  on  gas-guzzling  cars — or  a 
tax  credit  for  buyers  of  fuel-efficient 
vehicles.  The  current  tax  applies  only 
to  cars  that  get  less  than  221/2  miles 
per  gallon,  and  that  group  includes  just 


Washington  should  consider 
upping  the  fuel-economy 
standard  to,  say,  40  mpg 

from  the  current  27  V2  mpg 


a  single  U.  S.  model.  Such  measures 
could  make  the  country's  auto  fleet 
greener  by  giving  consumers  an  incen- 
tive to  change  their  buying  habits, 
rather  than  by  imposing  new  regula- 
tions on  carmakers. 

Another  good  idea:  the  White  House 
plan  to  provide  pollution-emission  cred- 
its to  companies  that  buy  aging  clunk- 
ers— which  are  both  gas  hogs  and  pol- 
luters. Critics  say  the  plan  would  leave 
the  poor  with  fewer  cars  they  can  af- 
ford. But  Unocal  Corp.,  which  briefly 
instituted  a  similar  program  in 
1990,  reports  that  those  driving  the 
clunkers  aren't  necessarily  indi- 
gent. It  found  that  drivers  who 
took  Unocal's  offer  to  pay  $700  for 
old  models  were  representative  of 
Los  Angeles  area  residents. 
IMPORT  FEE.  Policymakers  also 
ought  to  reconsider  strengthening 
fuel-economy  standards.  The  NRC 
report,  while  recognizing  the  po- 
tential costs  to  manufacturers  and 
consumers,  concludes  that  higher 
economy  levels  are  feasible.  And 
the  danger  of  a  resulting  increase 
in  highway  deaths  may  not  be  as 
great  as  opponents 
contend.  The  panel 
suggests  that  the  im- 
pact on  safety  "may  be 
small,"  partly  because 
better  design  and  safe- 
ty technology  could 
offset  the  risks  posed 
by  a  required  reduction 
in  automobile  weight. 
The  NRC  also  recom- 
mends higher  gas  tax- 
es and  rebates  for  fuel- 
efficient  cars. 

A  conservation  pro- 
gram is  only  half  the  battle.  The  U.  S. 
must  also  boost  domestic  supplies.  The 
President's  proposed  tax  breaks  for 
the  oil  and  gas  industries  might  not  be 
enough  to  get  rigs  out  of  mothballs. 
Charging  a  fee  on  imported  oil  to  keep 
prices  above  $20  a  barrel  may  be 
what's  needed.  That  would  cheer  oil 
workers:  Since  1985,  the  oil  industry 
has  lost  212,000  jobs,  compared  with 
the  auto  industry's  loss  of  57,000. 

Last  July,  President  Bush  told  the 
nation  its  "energy  future  should  never 
be  at  the  mercy  of  foreign  exporters." 
Wise  words.  Now,  Congress  and  the 
White  House  have  to  muster  the  politi- 
cal nerve  to  act  as  wisely  as  they 
speak. 
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SOCIAL  ISSUES  I 


TEACHER  SNEED  AND  STUDENTS:  LEARNING  THE  BASICS  BY  TACKLING  REAL-LIFE  PROBLEMS 


'THIS  IS  THE  MISSING  LINK 
BETWEEN  BUSINESS  AND  SCHOOLS' 


A  Labor  Dept.  commission  provides  a  vision  for  education  reform 


There  has  never  been  a  shortage  of 
ideas  about  how  to  fix  the  aihng 
U.  S.  school  system.  But  on  Apr.  7, 
a  commission  headed  by  former  Labor 
Secretary  WilHam  E.  Broci<  issued  the 
most  comprehensive — and  radical — set 
of  suggestions  so  far. 

Many  of  the  ideas,  which  were  devel- 
oped by  education  experts,  teachers,  ex- 
ecutives, and  labor  officials,  aren't  new. 
But  the  Secretary  of  Labor's  Commis- 
sion on  Achieving  Necessary  Skills 
(SC.^N.S)  fills  a  crucial  gap  by  providing 
an  overarching  vision  of  how  to  tackle 
educational  reform. 


The  proposals  also  apply  to  corporate 
and  government  training  programs — 
which  could  help  put  momentum  behind 
the  reforms.  Already,  SCANS's  ideas  are 
being  studied  by  government  agencies, 
school  systems,  and  companies.  "I  got  a 
copy  of  the  first  SCANS  report  in  the  mail 
and  said,  'This  is  the  missing  link  be- 
tween business  and  schools,'  "  says 
Mark  Pritchett,  a  vice-president  of  the 
Florida  Chamber  of  Commerce. 

The  group's  most  dramatic  proposal  is 
that  schools  fundamentally  change  their 
teaching  philosophy.  Today,  teachers  of- 
ten teach  by  lecturing  to  students  who 
sit  passively  in 
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class.  Starting  with  words  and  numb(j^ 
they  gradually  gain  the  ability  to  tin 
words  into  phrases,  sentences,  and  pEi- 
graphs,  and  numbers  into  sums  ;d  I 
models. 

SCANS  argues  that  this  doesn't  te;h 
critical  thinking.  It  advocates  "appid 
learning,"  in  which  students  learn  bafs 
such  as  math  and  science  by  using  thja. 
to  solve  everyday  problems  (table),  i- 
stead  of  sitting  quietly  by  themsehj, 
they  study  in  groups,  the  way  peotf 
often  do  at  work.  And  rather  than 
orizing,  they're  taught  to  deal  with  q 
tions  that  often  have  no  clear  answi 
"Parents  teach  their  kids  reading  in 
text,  but  schools  don't,  which  rnay 
why  parental  help  is  so  importantl 
education,"  says  Thomas  G.  Stichtl 
learning  expert  and  SCANS  member. 
HANDS-ON.  SCANS's  approach  was  de 
oped  after  extensive  research  within  le 
U.  S.  business  community.  The  initial  l- 
search  focused  on  devising  a  list  of  bjlc 
skills  necessary  to  do  most  jobs  104- 
The  list  includes  using  resources  such's 
time  and  money,  working  in  grou5, 
evaluating  information,  understand? 
social  and  technical  systems,  and  usg 
technology.  "SCANS  could  have  a  vy 
important  impact,  depending  on  hv 
well  it's  implemented  around  the  co> 
try,"  says  American  Federation  f 
Teachers  President  Albert  Shanker. 

Already,  several  school  districts  e 
using  such  ideas.  Fort  Worth,  which  Id 
been  studying  applied  learning  even  ?- 
fore  SCANS  issued  a  preliminary  reft 
last  June,  asked  20  of  its  teacherso 
teach  courses  using  such  methods.  Tly 
met  for  a  month  last  June  to  study  e 
emerging  theory  on  the  subject,  incll- 
ing  the  first  SCANS  report. 

Kathy  K.  Sneed,  who  has  been  te£i- 
ing  in  Fort  Worth  high  schools  forlO 
years,  was  one  volunteer.  Last  fall,  e 
began  teaching  her  humanities  cours<it 
R.  L.  Paschal  High  School  using  appli- 
learning  techniques.  Working  within  e 
established  curriculum,  she  asked  hei^B 
students  to  decide  on  a  project.  Tjy 
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,0  examine  the  city's  architecture, 
students  broke  into  groups,  each 
eh  chose  a  different  method  to 

what  it  had  learned.  One  group 
■ideo,  another  still  photography, 
hers  used  drawings  and  models, 
lished  work  was  displayed  at  the 

school-district  fair.  "I  gave  them 
tional  paper  test  to  see  what  they 
irned,"  says  Sneed.  "But  I  also 


used  the  SCANS  skills  to  see  if  they  bud- 
geted time  wisely,  worked  well  in 
groups,  and  so  on." 

Other  groups  are  adopting  the  ideas, 
too.  Schools  in  Tampa  and  Louisville  are 
testing  SCANS's  proposals,  and  a  Florida 
reform  commission  is  incorporating 
SCANS  skills  into  new  state  educational 
standards.  The  Labor  Dept.  wants  its 
training  programs  to  teach  the  SCANS 


skills.  And  four  companies  whose  execu- 
tives helped  develop  SCANS — Motorola, 
TGI  Friday's,  MCI,  and  Gannett — are  ex- 
amining ways  to  use  the  ideas  in  their 
hiring  and  job-performance  criteria. 

SCANS  surely  is  no  panacea.  But  by 
building  corporate  support,  the  commis- 
sion may  finally  begin  to  force  real 
change  upon  public  schools. 

By  Aaron  Bernstein  in  New  York 


riNGi 


YNE  AND  GARTH  WON'T  MAKE 
ilME.  NOT! 


oys  are  cashing  in  before  they  go  the  way  of  the  hula  hoop 


10  way!"  A  movie  based  on  a 
Saturday  Night  Live  television 
skit  about  two  goofy  teenage 
^ho  revere  aging  rock  stars  and 
ist  a  public-access  talk  show  from 
rban  basement? 

y!"  Paramount  Pictures  Corp. 
the  flick  for  a  modest  $15  million, 
nmer!"  Derided  for  its  sophomor- 
lor,  Wayne's  World  is  deemed 
orthy"  by  critics, 
wing!"  The  movie  is  a  huge  hit. 
ily,  everyone  is  wearing  Wayne's 

T-shirts  and  baseball  caps  and 

in  Waynespeak. 

it  excellent!"  Paramount,  Broad- 
deo  Entertainment,  SNl/s  produc- 
mpany,  and  LucasArts  Licensing, 
fched  to  rake  in  righteous  bucks 
le  6%  to  10%  of  merchandise  sales 

paid  by  licensees.  By  the  first 
id  in  April,  Wayne's  World  pulls 

million  in  ticket  sales  and  will 
)ecome  a  $100  million  blockbuster, 
/ayne  would  say:  "Good  work,  my 


'r  mind  that  nei- 
if  the  stars  of 
■'s  World  is  con- 
lally  attractive, 
at  the  movie's 
ren't  particularly 
The  arrested  ad- 
Qt  humor  of 
? 's  World  has 
a  chord  with 
consumers  and 
:oers.  The  images 
fne  (Mike  Myers) 

Garth  (Dana 
)  are  now  splat- 
icross  thousands 
shirts,  posters, 

and  key  chains, 
immertime,  the 
A'ill  be  featured 
ich  towels,  trad- 
irds,  video  and 

games,  talking 


dolls,  candy,  gum,  bookbinders,  and 
notebooks. 

SNL  producer  Lorne  Michaels,  who  for 
years  limited  SNL  licenses  to  a  handful  of 
books  and  videos,  has  been  busy  signing 
licensing  deals  for  other  SNL  properties. 
A  book  on  Pat,  the  hermaphrodite 
played  by  SNL  actress  Julia  Sweeney,  is 
due  out  in  September,  as  are  scores  of 
trading  cards,  plastic  figures,  and  T- 
shirts  depicting  old  and  new  characters 
from  Saturday  Night  Live. 

Meanwhile,  Wayiie's  World  parapher- 
nalia continue  to  blow  out  of  stores.  A 
how-to  book,  entitled  Wayne's  World: 
Extreme  Close-Up,  provides  tips  on 
mimicking  Wayne's  mannerisms  and 
phraseology.  'The  book  sold  275,000 
copies,  is  in  its  third  printing,  and  spent 
three  weeks  on  The  New  York  Times 
best-seller  list.  The  Wayne's  World 
sound  track,  complete  with  such  golden 
oldies  as  Queen's  1975  hit  Bohemian 
Rhapsody,  was  the  No.  1  album  two 
weeks  in  a  row  on  the  Billboard  200 


chart  and  will  go  platinum,  with  more 
than  1  million  CDs  and  tapes  sold.  "At 
this  rate,  we're  going  to  reach  2  million," 
says  Bob  Merlis,  publicity  director  at 
Warner  Bros.  Records  Inc. 

Who's  buying  all  this  stuff?  Teenage 
boys,  mainly.  Paramount  claims  that  an 
estimated  25-/<  of  boys  12  to  17  years  old 
has  seen  Wayne's  World  at  least  four 
times.  "I  liked  their  attitude,"  says  Mark 
Hershberg,  16,  and  a  junior  at  West 
High  School  in  Torrance,  Calif.  "They 
didn't  care  about  anything  relevant  to 
the  real  world.  They're  beyond  anything 
reasonable." 

WHIMS.  But  teenagers  are  a  fickle  lot, 
and  what's  cool  today  could  be  totally 
"unworthy"  tomorrow.  "I  thought  it  was 
a  hilarious  movie,"  says  another  Tor- 
rance high  schooler,  15-year-old  Jane 
Liaw.  Yet  Liaw  won't  buy  any  merchan- 
dise. "It's  too  faddish.  People  will  think 
a  movie's  cool  and  wear  a  shirt  for  one 
or  two  months.  Then  it  gets  old."  At 
J.  C.  Penney,  Wayne's  World  T-shirts 
are  already  losing  out  to  T-shirts  depict- 
ing Ren  &  Stimpy,  cartoon  characters 
that  have  become  especially  popular 
with  college  students.  ''Ren  &  Stimpy 
have  taken  off  like  crazy,"  says  Carol 
Meek,  an  assistant  buyer  at  J.  C.  Penney 
Co.,  who  says  she  has  sold  20,000  f- 
shirts  in  the  last  five  weeks,  vs.  6,000 
Wayne's  World  shirts.  "And  in  another 
30  days,  we  expect  Batman  to  pick  up." 

Indeed,  Batman  Re- 
tu)'ns  could  become 
Wayne's  World's  top 
rival.  Megamarketer 
Warner  Bros.  Inc.  plans 
to  back  its  June  launch 
of  Batman  II  with  lots 
of  merchandise.  In  1989, 
the  first  Batman  took 
in  over  $500  million  for 
licensed  products. 

But  images  of  Wayne 
and  Garth  will  blitz  the 
U.  S.  for  months.  And  if 
a  planned  sequel  comes 
out  next  summer,  sales 
could  surge  all  over 
again.  Meantime,  "Par- 
ty on,  Wayne!  Party  on. 
Garth!" 

By  Laura  Zinn,  with 
Lori  Bongiorno,  in  New 
York  and  Gloria  Lau  in 
Los  Angeles 
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ATTENTION,  SHOPPERS 

Do  you  know  where  you  spend 
your  time  when  you  go  to  the 
grocery  store?  To  find  out,  the 
folks  at  VideOcort,  a  Chicago 
outfit,  mounted  sensors  on  shop- 
ping carts  and  tracked  customers 
through  the  aisles.  They  found 
out  how  often  shoppers  stop  in 
various  departments  and  the 
average  time  they  spent  there. 
Here's  a  sampler: 


AISLE  OR 

PERCENT 

TIME  SPENT 

DEPARTMENT 

WHO  STOPPED 

IN  SECONDS 

BABY  FOOD 

8.]°/» 

130.9 

BREAD 

58.6 

42.3 

LIQUOR 

9.2 

136.6 

MEAT 

87.8 

154.0 

PRODUCE 

91.2 

181.0 

SEAFOOD  18.0 

40.5 

DATA.  VIDEOCARI  INC 

GLOBEXMAYHAVETO 
TRADE  AROUND  JAPAN 


►  More  than  three  years  be- 
hind schedule  and  at  a  hefty 
$70  million  cost,  the  Globex 
electronic  trading  system  fi- 
nally has  a  launch  date:  June 
25.  But  Globex,  owned  by  the 
Chicago  Mercantile  Exchange, 
the  Chicago  Board  of  Trade, 
and  Reuters  Holdings,  al- 
ready trails  foreign  ex- 
changes and  off-exchange 
systems  in  the  race  to  domi- 
nate worldwide  futures  and 
options  trading. 

Globex'  next  big  test  is 
more  political  than  technologi- 
cal. Its  trading  terminals  are 
already  set  up  in  Paris,  Lon- 
don, New  York,  and  Chicago. 
But  Japanese  regulators  re- 
fuse to  allow  a  Globex  debut. 
Unless  Tokyo  participates, 
Globex  won't  be  able  to  fulfill 
the  worldwide  ambitions  that 
its  name  suggests. 


SPANISH  NETWORKS 
ARE  DIAL-JUMPING 


►  Spanish-speaking  TV  view- 
ers will  soon  see  some  big 
changes  on  the  tube,  thanks 
to  two  deals  involving  major 


Spanish-language  networks. 
Mexican  broadcaster  Grupo 
Televisa  plans  to  fold  its  U.  S. 
network  into  Univision,  'a 
Spanish-language  network 
owned  by  Hallmark  Cards. 
The  merger  comes  as  part  of 
an  Apr.  8  deal  in  which  Grupo 
Televisa  and  other  investors 
agreed  to  buy  Univision  Hold- 
ings Inc.  from  Hallmark  for 
$550  million. 

Rival  Telemundo  Group  will 
give  the  new  network  stiff 
competition:  It  just  obtained 
the  rights  to  air  seven  MCA 
feature  films,  including  Steve 
Martin's  The  Jerk  and  Smok- 
ey  and  the  Bandit,  starring 
Burt  Reynolds. 


BOB  BRENNAN  LOOKS 
FOR  ANOTHER  GAME 


►  Robert  Brennan  may  have 
broken  off  his  short-lived  dal- 
liance with  casino  operator 
Bally  Mfg.,  but  he  seems  hun- 
grier than  ever  to  get  into  the 
gaming  business.  The  former 
penny-stock  mogul  bought 
7.5%  "of  Bally  in  mid-March 
and  announced  he  would  seek 
a  casino  owner's  license.  Less 
than  a  week  later,  he  started 
dumping  his  shares  after  ex- 
changing nasty  letters  with 
Bally  executives,  who  refused 
to  meet  with  him.  Brennan 
probably  netted  meager  gains 
on  the  stock,  which  has  been 
trending  down,  but  he  figures 
he  picked  up  about  $1.2  mil- 
lion on  Bally  bonds,  which 


GIVING  NEW  MEANING  TO  THE  SCALES  OF  JUSTI 


Lawyers  and  snakes,  perfect  to- 
gether. And  before  you  lawyers 
out  there  threaten  to  sue  over 
yet  another  journalistic  cheap 
shot,  consider  this:  It's  a  law 
firm  that  started  the  Adopt-a- 
Snake  program  to  raise  money 
for  the  herpetology  department 
at  the  Dallas  Zoo. 

"We  feel  an  affinity  for  the 
snakes  because  they,  like  law- 
yers, are  often  misunderstood," 
says  William  Candee,  senior  associate  for  Bickel  &  Breweii 
Dallas.  While  some  might  dispute  that  statement,  it  is  true  ^ 
the  good  barristers  have  been  raising  funds  for  the  zoo  for 
years  now,  adopting  the  entire  snake  collection,  then  auctjiJ 
ing  individual  members  of  the  menagerie  to  the  public — \|8 
leave  their  new  charges  at  the  zoo.  Adoptive  "parents"  jir 
even  name  their  reptile  after  their  favorite  lawyer.  This  y*^ 
the  firm  is  teaching  schoolchildren  about  the  place  of  snakeia 
the  food  chain.  A  few  rungs  above  the  lawyers,  no  doubt./  • 


have  run  up  about  507(  since 
January. 

Now,  Brennan  is  looking  at 
more  gaming  plays  in  Atlantic 
City,  Nevada,  and  on  Indian 
reservations.  Says  Brennan: 
"It's  a  good  buyer's  m.arket." 
But  wherever  he  goes,  he'll 
face  regulatory  scrutiny  over 
still-unresolved  allegations  of 
fraud  at  his  First  Jersey  Secu- 
rities brokerage  house. 


NOVELL:  IN 

NO  RUSH  TO  HIRE 


►  Ray  Noorda  just  doesn't  see 
what  all  the  fuss  is  about. 
Yes,  says  the  68-year-old  CEO 


Political  campaigns  seem  so  simplistic  and  superficial.. 
In  the  20  seconds  we  have  left,  could  you  tell  us  why?. 


i'llie 


of  software  giant  Novell, 
has  no  designated  succes| 
but  "my  doctor  says  evi 
thing's  fine."  He  says  it'si 
to  the  board  of  directori 
pick  a  successor,  and  if  tj 
have  found  a  future  Ci 
"they  haven't  told  me."  i 

The  question  arose  beca 
Novell  announced  on  Api  fc'is 
that  two  men,  James  Bills  :  ifej 
Richard  Williams,  who 
been  considered  Candida 
for  the  top  spot,  had  resigr 
Bills,    formerly    the  h( 
of  Novell's  market-lead 
networking  software  op< 
tion,  took  a  leave  of  abse 
in  January  to  spend  m 
time  with  his  family  and 
since  decided  not  to  reti 
Noorda  says  he  hopes 
will  change  his  mind.  He 
less  to  say  about  Willia; 
who  had  headed  the  gn  ^/^.^ 
that  designs  operating 
terns  for  personal  comput^-jp. 
Asked  if  Williams  left 
cause  he  wasn't  designa|(f 
heir  apparent,  Noorda  sas: 
"That  was  not  expressed  p. 
me  as  the  reason." 

Noorda  shrugs  off  the  ei- 
cerns  of  analysts  who  wojy 
that  Novell  could  be  left  lel- 
erless.  Noorda  says  a  restrf- 
turing  last  year  means  ie 
company  could  carry  on  ml- 
initely  without  him.  Each  di- 
sion,  he  says,  is  undera 
strong  leader. 


m 
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N  THE  TWO  BILL  CLINTONS 
iKl  UP  A  WINNING  TEAM? 


ere  comes  a  time  in  many  relationships  when  couples  sit 
Dwn  and  decide  whether  to  tie  the  knot.  For  Bill  Clinton 
rid  the  Democratic  Party,  that  time  has  come.  Trouble 
Arkansas  governor  is  wooing  his  reluctant  party  with 
that  no  romantic  likes  to  hear:  "I  may  not  be  perfect, 
I  all  you've  got."  So  between  now  and  the  July  conven- 
:pect  to  see  yet  another  stage  in  the  evolution  of  Bill 
,  Presidential  candidate. 

far,  Democrats  aren't  head  over  heels  in  love.  Their 
be  standard-bearer  has  come 
1  the  primaries  so  battered  by 
;  of  draft-dodging,  questionable 
and  marital  infidelity  that  even 
;ers  despair  of  his  ability  to  beat 

Bush.  Still,  Clinton's  sweep  of 
primaries  in  Kansas,  Minnesota, 
ork,  and  Wisconsin  leaves  him 
most  two-thirds  of  the  delegates 

for  nomination.  Clinton  strate- 
ilculate  that  their  man  can  lock 
nomination  just  by  finishing  sec- 
most  of  the  remaining  primaries. 
rASK.  Protest  votes  for  former 
lia  Governor  Jerry  Brown — and 
5  for  former  Massachusetts  Sen- 
•ul  Tsongas — will  still  be  an  irri- 
Lit  it's  time  for  Clinton  to  face  a 
g  task:  repairing  the  damage 
fting  his  sights  to  Bush, 
in  the  nomination,  Clinton  played  down  his  chairman- 

the  conservative  Democratic  Leadership  Council  and 
interest  groups  that  dominate  primary  voting.  Now, 
f  to  combine  the  two  personas  into  one  that  can  win  in 
ber.  Says  Representative  Charles  E.  Schumer  (D-N.  Y.): 
Clinton  can  get  Southern  votes  without  losing  the  tradi- 
)emocratic  coalitions  of  labor  and  blacks." 
ill  also  extend  his  hand  to  the  alienated  Democrats  who 

to  the  campaigns  of  Brown  and  Tsongas.  Clinton  will 


try  to  depict  himself  as  the  candidate  who  can  bridge  racial 
and  class  fissures.  That's  why  he  went  to  Peoria,  111.,  on  Apr.  8 
to  meet  with  both  sides  in  a  bitter  strike  at  Caterpillar  Inc. 
"We  want  voters  to  see  a  candidate  who  can  handle  crisis,  lead 
warring  factions,  and  win  in  November,"  says  George  Ste- 
phanopoulos,  Clinton's  deputy  campaign  manager. 

As  the  campaign  moves  -  to  more  hospitable  territory  in 
Virginia  on  Apr.  11  and  Pennsylvania  on  Apr.  28,  the  Arkan- 
san  will  return  to  centrist  themes.  He'll  talk  about  the  need  to 
make  government  efficient,  to  provide 
welfare  recipients  incentives  to  find 
jobs,  and  to  make  schools  more  account- 
able. He  also  must  retool  his  economic 
message  to  focus  on  the  quality  of  the 
recovery,  especially  the  lack  of  high- 
skill,  high-wage  jobs.  Clinton  strategists 
plan  a  series  of  speeches  in  which  he 
will  detail  his  agenda  for  the  nation. 
'BAD  SIGN.'  The  danger  is  that  Clinton's 
passion  for  wowing  voters  with  policy 
plans  could  change  him  from  the  least- 
trusted  man  in  politics  to  the  most  bor- 
ing. "Laundry  lists  won't  cut  it,"  notes 
Washington-based  political  scientist  Wil- 
liam Galston,  who  says  Clinton  hasn't 
revealed  his  top  priorities.  "If  by  Sep- 
tember, people  don't  know  the  three  big 
things  he  would  do  as  President,  that's 
a  bad  sign." 

Given  all  the  healing  Clinton  must  do,  there's  no  guarantee 
that  the  Democrats'  nominee-presumptive  will  get  himself  into 
competitive  trim  by  the  July  convention.  And  given  the  party's 
penchant  for  squabbling — not  to  mention  Brown's  potential  to 
create  mischief — Clinton  and  the  Democrats  don't  seem  head- 
ed for  domestic  bliss.  "Slick  Willie"  doesn't  strike  many  Demo- 
crats as  Mr.  Right.  But  he's  the  only  real  suitor  left.  And  in  a 
contest  with  George  Bush,  he'll  have  to  do. 

By  Douglas  Harbrecht  and  Paula  Dwyer 


L  WRAPUPI 


ENATE 


Dublican  hopes  for  eking  out  a 
:ain  in  this  fall's  Senate  elections 
itting  a  boost  from  some  surprise 
cratic  retirements.  On  Apr.  7, 
ido's  Tim  Wirth  became  the  sev- 
3f  34  senators  up  for  reelection 
ear  to  announce  that  he  won't 
it.  The  freshman  Wirth  faced  a 

race  against  Republican  State 
3r  Terry  Considine.  Just  a  few 
earlier.  Democrat  Kent  Conrad 

North  Dakota's  politics  into  tur- 
3y  announcing  that  he  wouldn't 
I  second  term.  Conrad's  reelection 
3en  regarded  as  virtually  certain, 
s  decision  to  quit  gives  the  GOP  a 


decent  shot  at  the  seat.  The  third  re- 
cent retirement,  that  of  New  Hamp- 
shire's Warren  B.  Rudman,  is  likely  to 
have  no  impact  on  the  partisan  balance 
because  GOP  Governor  Judd  Gregg  is 
heavily  favored  to  win  and  keep  the 
seat  in  the  GOP  column. 

But  the  Republicans,  who  currently 
hold  only  43  Senate  seats,  still  have 
major  vulnerabilities.  Bob  Packwood 
continues  to  struggle  in  Oregon.  And 
in  Wisconsin,  half  the  voters  polled  by 
the  Milwaukee  Journal  believe  two- 
term  Republican  Bob  Kasten  has  done 
a  less-than-good  job.  He  leads  Demo- 
cratic Representative  Jim  Moody  only 
46%  to  349c,  a  very  weak  showing  for 
an  incumbent. 


HEALTH  CARE 


The  public  may  not  know  exactly 
what  kind  of  health  care  system  it 
wants,  but  voters  definitely  think  gov- 
ernment should  fix  the  mess.  That's 
the  message  of  a  Kaiser  Family  Foun- 
dation/Commonwealth Fund  survey  in 
which  60%  said  government  should 
play  a  primary  role  in  offering  insur- 
ance and  controlling  costs.  Just  over 
30%  said  government  was  mainly  to 
blame  for  health  care  woes,  with  doc- 
tors finishing  second  at  25%.  But  vot- 
ers split  nearly  evenly  among  the  three 
major  reform  approaches — "play  or 
pay,"  a  Canadian-style  national  system, 
or  tax  credits  to  buy  private  insurance. 


DN  OUTLOOK 
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nternational  Business 


MR.  CASTRO 
GOES  TO  MARKET 


Suddenly,  Western  investment  is  replacing  Soviet  aid 


w 


hat's  this?  Luxury  hotels 
along  Cuba's  white  sands? 
It's  true.  Once  frowned  on  by 
the  revolucidn,  a  half-dozen  fancy  ho- 
tels have  opened  on  Varadero  Beach  in 
the  past  year,  and  more  are  going  up, 
complete  with  four-star  restaurants  and 
even  a  golf  course,  long  forbidden  as  a 
capitalist  pastime.  Offshore,  an  oil- 
search  vessel  has  been  shooting  seismic 
profiles  of  the  seabed.  And  in  Havana, 
plans  are  under  way  for  hooking  Cuba's 
telephone  system  into  the  modern  world. 

Deprived  of  his  former  Soviet  subsi- 
dies, Fidel  Castro  is  turning  to  European 
and  Latin  business  to  help  rescue  Cuba's 
reeling  economy,  in  which  gross  national 
product  fell  by  more  than  207^  in  199L 
Facing  shortages  of  everything  from 
gasoline  to  meat,  planners  are  scram- 
bling for  deals  that  will  earn  hard  cur- 
rency. The  new  hotels  built  by  joint  ven- 
tures with. Spanish  companies  will  bring 
in  well-heeled  foreign  tourists,  expected 
to  top  500,000  this  year.  Oil  exploration 
by  France's  Total  could  yield  a  windfall, 
and  Italy's  state-owned  Italcable  has 
signed  a  $65  million  joint  venture  to  re- 
wire the  island  for  overseas  calls. 


Foreign  money  and  knowhow  are  giv- 
ing Cuba  a  badly  needed  lift.  And  they 
could  entrench  Europeans  in  Cuba  just 
when  U.  S.  law  bars  U.  S.  companies 
from  competing  there.  Last  year  alone, 
Europeans  and  others  plowed  $500  mil- 
lion in  investment  into  Cuba.  "Because 
of  the  U.  S.  trade 
boycott,  [the  Cubans] 
are  banking  on  West- 
ern Europe  especial- 
ly," says  a  senior  ex- 
ecutive at  LTI 
International  &  Ho- 
tel, a  subsidiary  of 
German  tour  operator 
LTU.  It  has  an  agree- 
ment to  lease,  man- 
age, and  market 
Varadero's  Hotel 
Tuxpan. 

Foreign  executives 
are  doing  business  in 
Cuba  not  just  be- 
cause they're  betting 
on  Castro's  demise. 
In  fact,  the  jefe 
supremo's  political 
grip  is  so  tight  that 


46  BUSINESS  Vv'EEK/APRIL  20,  1992 


Smith  College  economist  Andrew  Zi: 
list,  like  many  experts  on  Cuba,  do 
that  he  will  fall  any  time  soon.  The 
ban  economy  "has  taken  the  main 
he  says.  "It  is  down  35%  from  wherl 
was  two  years  ago,  and  maybe  it  will 
down  another  10%  this  year."  Then, 
adds,  "a  number  of  things  will  t| 
around." 

WAITING  GAME.  Of  course.  Europeans? 
vestors  are  taking  risks.  There's  lo. 
guarantee  a  future  government  w^t 
crack  down  on  established  foreign  in\^ ' 
tors.  And  Washington  is  trying  to  sljo 
foreigners  away  by  v/arning  it  will  pmi 
claims  by  Americans  for  expropriaBfct 
property  in  Cuba — currently  valued ll 
$5.4  billion.  "It's  an  economic  gambK- 
by  those  waiting  and  those  going,"  s;s 
James  D.  Whisenand,  a  Miami  law  r 
who  organizes  conlf- 
ences  on  Cuba.  ! 

Washington  is  a') 
toughening  its  CU'S 
on  U.  S.  technoloy 
exports  to  Cuba.  Ir 
example,  Washingn 
barred  Germans 
Siemens  from  sell? 
a  medical  diagnotc 
machine  run  byi 
U.  S.-made  microcci- 
puter.  And  Repres - 
tative  Robert  To- 
celli  (D-N.J.),  chi- 
man  of  the  Hoii 
Western  HemisphiS 
subcommittee,  begi 
hearings  in  eai^ 
April  on  his  bill  ain-l 
at  toppling  Castro  v' 
tightening  the  U. 

INTERNATIONAL  BUSfSi 


e.  It  would  arm-twist  allies  to  sev- 
le  and  investment  links  with  Cas- 
it  such  a  strategy  could  also  em- 
16  U.  S.  in  bitter  fights  with  major 
uch  as  Canada  and  the  European 
inity,  which  are  more  inclined  to 
le  island  through  trade. 
Washington  isn't  interfering  with 
>  of  a  wide  range  of  products  to 
by  foreign  subsidiaries  of  U.  S. 
lies.  Such  sales,  from  Cargill  Inc., 
Ilevator  Co.,  auto-parts  makers, 
hers,  soared  to  $533  million  in 
,s  former  Soviet  bloc  supplies  to 
dwindled.  The  Bush  Administra- 
still  granting  licenses  for  foreign 
aries'  exports  of  manufactured 
ts  with  modest  amounts  of  U.  S. 
ogy,  such  as  equipment  sold  by 
evator's  Mexican  subsidiary  for  a 
avana  hotel. 

from  America's  arm's-length  ap- 
Europeans  roll  up  their  sleeves 
de  Cubans,  helping  with  manage- 
md  technology.  Spain's  Miesa,  a 
engineering  firm,  has  a  497^  share 
astec,  a  government-owned  ener- 
;ervation  company.  One  goal:  to 
oil  consumption  at  the  Che  Gue- 
ickel  Works  at  Moa  Bay.  There's 
market  for  such  services  in  the 
;  energy-starved  economy. 
MG.'  Oil  exploration  may  take  a 

0  pay  off.  Under  Total's  six-year 
ition  contract,  any  oil  found  will 
?loped  under  a  25-year  production 
■ship  with  the  Cuban  government, 
ther  oil  companies  are  joining  the 

Sweden's  Taurus  Petroleum  re- 
signed an  exploration  deal.  Bra- 
ate-run  Petrobras  is  negotiating 
3S  to  explore  for  oil  and  modern- 
Soviet-built  Cienfuegos  refinery, 
g  business  won't  be  a  picnic, 
s  are  still  squabbling  about  how 
open  up  the  island  to  capitalism, 
iban  managers  are  often  ignorant 
item  business  practices.  Italcable 
its  preliminary  agreement  in  late 
at  is  still  waiting  for  a  firm  con- 
^n  Italcable  spokesman  complains 
bans  are  "stalling." 
ible's  frustration  is  equaled  by 
f  American  Telephone  &  Tele- 
Co.  It  got  the  nod  from  Washing- 
upgrade  the  cable  link  between 

and  Cuba.  Only  500,000  of  60 
attempted  calls  go  through  each 
lut  so  far,  Castro  refuses  to  allow 
odernization.  He  suspects  that 
igton  wants  expanded  phone  con- 

1  help  destabilize  Cuba.  What's 
he  insists  on  collecting  Cuba's 
)f  telephone  fees,  which  the  U.  S. 
ry  has  held  since  1963.  But  Castro 
ive  to  back  off  this  fight  and  oth- 
;  it  if  he  wants  investors  to  keep 

ohn  Pearson  in  New  York  and  Gail 
ge  in  Miami,  with  bureau  reports 


RUSSIA  I 


THE  GREAT  RUSSIAN 
DEPRESSION  OF  1992? 


An  industrial  crisis  could  soon  bring  unemployment,  hunger — even  riots 


achinist  Vasily  Gusov's  temper 
is  as  hot  as  the  fiery  steel-cast- 
ing oven  in  Shop  No.  36  at 
Uralmash  Zavod,  a  giant  heavy-machin- 
ery producer  in  Yekaterinburg  in  the 
Ural  Mountains.  Standing  near  the  ov- 
en's controls,  Gusov  whips  out  his  wal- 
let to  display  the  13  rubles  (13(t)  left 
over  from  his  3,000- ruble  monthly  sala- 
ry. "This  is  all  the  money  I  have.  I  can't 
even  eat  lunch,"  he 
snaps.  "The  factory 
didn't  pay  us  on 
time.  And  we  are  all 
as  angry  as  dogs." 

Gusov  is  just  one 
of  millions  of  work- 
ers in  the  former  So- 
viet Union  facing  a 
harsh  new  era.  For 
decades,  huge  pro- 
duction plants  such 
as  Uralmash  provid- 
ed workers  with  cra- 
dle-to-grave social 
services.  But  now 
that  the  former  Sovi- 
et economy  and  polit- 
ical system  have  col- 
lapsed, Uralmash  is 
almost  bankrupt.  For 
the  first  time,  work- 
ers such  as  Gusov 
are  facing  unemploy- 
ment and  poverty. 

Uralmash  was  the 
pride  and  joy  of  Jo- 
seph Stalin,  who  fin- 
ished building  it  in 
1933  in  the  hilly  se- 
clusion of  the  Urals. 
During  World  War 
II,  it  churned  out  the 
T-34  tanks  that  beat 
Hitler's  army.  Now, 
Uralmash  is  paying  a 
terrible  price.  Since 
January,  output  has  fallen  157^  and  will 
likely  plunge  25?^  by  yearend.  As  many 
as  8,000  of  its  39,000  workers  could  lose 
their  jobs  in  coming  months. 

The  scenario  is  the  same  throughout 
Russia's  industrial  heartland  (charts, 
page  50).  Over  the  next  several  months, 
I'ust-belt  cities  such  as  Perm,  Chelya- 
binsk, and  Nizhniy  Tagil  are  headed  for 
mounting  unemployment  and  pain  as 
Russia's  manufacturing  sector  drasti- 
cally retrenches.  Industrial  output  could 
drop  from  25%  to  50%,  and  unemploy- 


ment could  rise  to  11  million,  the  Inter- 
national Labor  Organization  estimates. 

This  prospect  of  industrial  collapse  is 
the  biggest  economic  problem  facing 
Russian  President  Boris  Yeltsin,  who 
initiated  tough  reforms  on  Jan.  2.  It  is 
now  the  major  issue  dominating  a  fiery 
session  of  the  Congress  of  Russian  Peo- 
ple's Deputies  that  started  in  Moscow 
on  Apr.  6.  Deputies  from  industrial  ar- 
eas are  arguing 
fiercely  to  delay 
moves  to  a  market 
economy  while  hav- 
ing the  Russian  gov- 
ernment bail  out  old- 
style  state  enter- 
prises. Yeltsin  and 
his  youthful  team  of 
reformers  may  have 
to  give  some  ground, 
but  if  they  surrender 
too  much,  they'll 
hurt  prospects  for 
the  $24  billion  in  aid 
pledged  by  Western 
nations.  Yet  if  the  re- 
formers hold  fast, 
they  risk  riots  or 
even  another  coup 
attempt. 

The  optimists  hope 
the  ultimate  result 
will  be  a  more  suc- 
cessful, market-ori- 
ented economy.  But 
getting  there,  if  pos- 
sible at  all,  will  be 
excruciating.  The 
U.  N.  Economic  Com- 
mission for  Europe 
warns  that  Russia's 
industrial  depression 
could  prove  even 
more  devastating 
than  America's  Great 
Depression  of  the 
1930s.  There  are  few  safety  nets  in 
place  to  catch  those  displaced  by  mas- 
sive unemployment.  The  newly  laid-off 
will  be  hard-pressed  to  handle  soaring 
food  prices  or  move  elsewhere  because 
of  a  nationwide  housing  shortage. 
TOPSY-TURVY.  These  shock  waves  al- 
ready are  ripping  through  Uralmash, 
one  of  Russia's  biggest  heavy-machine- 
making  complexes,  producing  oil  rigs, 
presses,  and  other  items.  Over  in  work- 
shop No.  22,  workers  can't  believe  the 
fast  transition.  Only  two  years  ago, 


Uralmash,  once 
Stalin's  pride  and  . 
joy,  is  on  the  brink 
of  bankruptcy 
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SPECIAL   ADVERTISING  SECTION 


MESSAGING: 


The  Global  Payoff 


"Time  zones,  geography,  language,  and  even  cultural  habits  have  to  he 
transcended  ij  a  l)usiness  is  to  survive.  "      Arno  Penzias,  AT&T  Bell  Laboratories 


JUST  IN-TIME  INFORMATION 

If  the  198()s  introduced  us  to  just- 
in-time  manuhicturioi;  as  a  strate- 
gic business  weapon,  then  the 
1990s  will  show  the  greater  value  ol 
just-in-time  information.  Access  to 
all  forms  of  information  —  voice, 
text,  data,  image,  etc.  —  has  become 
increasingly  vital  to  business  sur- 
vival. This  is  especially  true  in 
today's  high-speed  environment, 
where  transactions  occur  in  seconds 
and  key  decisions  in  minutes.  Mod- 
ern businesses  can  compete  success- 
fully only  with  the  ability  to  com- 
municate anytime,  anywhere  ...  on 
the  planet. 

In  this  decade  of  flattened 
and  more  decentralized 
organizations,  electronic 
messaging  offers  powerful 
information  management 
tools  to  its  users.  Whether 
it  IS  a  designer  needing 
approval  on  drawings,  re- 
search engineers  exchanging 
ideas,  a  marketing  man- 
ager requesting  bids  from 
suppliers,  or  a  CEO  setting 
new  policy,  there's  a  mes- 
saging technology  available 
that  delivers  the  informa- 
tion when,  where,  and  how 
it  is  needed.  Messaging  cuts 
across  all  organizational 
levels,  shortening  the  line 
of  command  as  well  as  the 
psychological  distance  be- 
tween top  management 
and  staff.  As  a  result,  the 


increased  responsiveness  to  the  issue 
at  hand  contributes  directly  to  the 
sharpening  of  a  business's  global  com- 
petitive edge. 

THE  GLOBAL  WORKPLACE: 
SOME  EXAMPLES 

Many  businesses  are  finding  that 
the  savings  in  time  and  labor 
are  well  worth  the  investment 
in  electronic  messaging;  others  are 
finding  that  freedom  from  geograph- 
ic and  time  constraints  is  crucial  for 
competing  in  global  markets.  As  the 
economies  and  efficiencies  of  elec- 
tronic messaging  become  more  wide- 
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ly  appreciated,  geographically  dis 
persed  businesses  will  become  easij 
to  operate  and  manage.  Today's  pri 
gressive  companies  use  electronic 
messaging  to  keep  in  touch  with 
employees,  customers,  and  vendor; 
overcoming  the  barriers  of  time  ai 
distance,  and  enhancing  business 
relationships.  For  example,  in  the 
petrochemical  and  transportation 
industries,  many  companies  have 
already  found  that  using  messagin, 
to  augment  and  complement  voio 
conversations  not  only  improves 
partner  relationships  but  reduces  t 
time  and  cost  of  making  decisions. 

Petrochemical  companies  rely 
electronic  messaging  because  of  th 
inherent  intradependency  of  their 
business  —  one  company  alone  ha 
28,000  corporate  users  that  comm 
nicate  with  12  million  electronic 
mailboxes,  worldwide.  For  this  coi  ishipi 
pany,  there  was  never  any  cjuestion  ^ 
about  extending  its  successful  corf 
rate  messaging  system  to  the  outsi 
—  the  problem  was  how  to  imple 
ment  it  to  better  serve  customers 
and  suppliers.  Proprietary  solution 
were  quickly  discarded  as  it  becam| ,. 
apparent  that  only  an  internationa 
public  messaging  network  could 
keep  pace  with  technology  advanc 
work  with  the  company's  existing  |f"'^ 
hardware,  and  allow  users  of  ec^uip-L  ""^ 
ment  from  various  vendors  to        1,  ' 
communicate.  The  solution  was  \. 
to  connect  the  internal  system  to  aj^ 
public  messaging  network  which  \ 
consolidated  and  managed  faxes  an>  _^ 
existing  E-mail,  ensuring  that  'botl|| 
internal  and  external  communicatio: 
were  simpler,  more  effective,  and  ! 
future-proof.  ! 

Another  major  petroleum  com-  I 
pany  uses  electronic  messaging  to  jl 
help  it  adjust  to  worldwide  events. '  i 
As  their  director  of  telecommunicaj  fc 
tions  says,  "We  were  doing  our  faxtH  -j 
and  E-mail  piecemeal,  and  a  public] 
messaging  network  was  the  only  i 
viable  way  to  coordinate  our  com-  f 
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cations.  An  unexpected  result 
le  improvement  of  relation- 
with  global  suppliers  while 
DSt   of  doing  busi- 
ivith  them  actually 
ased.  For  example, 
ig  the  branch  in 
)  from  being  on-line 
New  York  —  a 
e  hour  time  differ- 
—  resulted  in  sig- 
nt  savings  in  over- 
and  wear-and-tear 
people." 

e  transportation  in- 
I  reaped  similar  benefits.  DHL 
Iwide  Express,  the  leader  in 
[  air  courier  express  services, 
as  much  emphasis  on  infor- 
n  about  the  packages  people 
s  the  packages  themselves, 
bility  for  customers  to  inquire 
shipment  status,  and,  con- 


versely, for  DHL  to  proactively  noti- 
fy them  about  package  delivery  are 
critical  components  of  DHL's  cus- 
tomer service.  DHL  rec- 
ognizes that  using  elec- 
tronic messages  permits 
customers  and  suppliers 
to  interact  in  a  way  that 
is  simple  and  effective. 
DHL's  blend  of  voice 
mail,  electronic  mail,  and 
enhanced  facsimile  ser- 
vice allows  both  people 
and  computers  to 
respond  to  business  needs 
on  either  a  customized,  time-of-day, 
or  seasonal  basis.  As  John  Payne, 
DHL's  communications  architect, 
states,  "Electronic  messaging  is  a 
must  for  a  global  business  to  keep 
competitive  and  provide  total  quali- 
ty of  process  for  customers.  And  the 
use  of  a  public  messaging  service 


IT  IS  ELECTRONIC  MESSAGING? 

ionic  messaging  is  a  natural  extension  of  available  computer  and 
munication  technology. 

be  rise  of  distributed  computing  and  local  area  networks  in  the  latter  part 
af  the  1980s  allowed  businesses  to  employ  a  broad  range  of  incompatible 
hardware,  improving  overall  efficiency,  but  making  communications  more 
cult.  Electronic  mail,  initially  embedded  in  some  office  automation  packages 
gned  for  internal  one-to-one  communications,  has  become  a  powerful  external 
munications  tool  as  well:  you,  your  customers,  suppliers,  and  business  part- 
can  share  and  manage  information,  whatever  its  form, 
'he  various  components  of  electronic  messaging  —  E-mail,  facsimile, 
rronic  data  exchange  (EDI),  and  telex  —  provide  the  flexibility  needed  for 
lucting  truly  global  business. 

!-mail  transports  messages  electronically  around  the  globe  .  .  .  fast. 

\.n  important  sales  update  can  be  simultaneously  broadcast  to  multiple, 

lispersed  locations. 

inhanced  Facsimile  Services  provide  an  effective  set  of  alternatives  for  con- 
entional  fax.  These  services  support  the  transmission  of  text  and  pictures 
o  any  number  of  locations.  Timesaving  features  include  multiple  redialing 
nd  simultaneous  broadcast  of  information  to  locations  predefined  in  a 
tored  address  list. 

iDI  (Electronic  Data  Interchange)  allows  the  paperless  interchange  of  busi- 
less  documents  such  as  invoices,  purchase  orders,  and  price  lists  —  even  if 
he  forms  of  the  sender  differ  considerably  from  those  of  the  recipient. 

^  truly  integrated  public  messaging  network  includes  telex,  which  will 
emain  a  primary  means  of  business  communication  in  some  regions  for 
ears  to  come. 


permits  networking  dollars  to  be 
spent  more  wisely,  since  DHL  only 
pays  for  messages  that  are  sent." 

Payne  cites  other  reasons  for  elec- 
tronic messaging,  such  as; 

■  improving  the  quality  of 
information 

■  speeding  decisions 

■  reducing  paper  handling  and  cost 

■  lowering  operating  expenses 

■  introducing  new,  cost-saving 
applications 

■  internationalizing  services 

Aside  from  their  commitment  to 
globalization  and  their  investment 
in  messaging,  these  companies  have 
something  else  in  common:  their 
choice  of  AT&T  EasyLink  Services 
as  their  messaging  provider. 

AT&T  EASYLINK  SERVICES 

AT&T  EasyLink  Services' customers 
recognize  that  just-in-time  infor- 
mation is  a  major  contributor  to 
the  successful  globalization  of  their 
business.  A  failure  to  deploy  elec- 
tronic messaging 's  benefits  could 
ultimately  result  in  a  failure  to  sur- 
vive in  global  competition.  AT&T 
EasyLink  Services  already  provides 
electronic  messaging  to  and  from 
160+  countries,  with  sales  and  sup- 
port people  in  more  than  two  dozen 
of  them.  From  mobile  as  well  as 
fixed  locations,  AT&T  EasyLink  Ser- 
vices offers  electronic  mail  services, 
enhanced  facsimile,  electronic  data 
exchange,  and  telex  as  well  as  a  large 
selection  of  on-line  information  ser- 
vices from  more  worldwide  locations 
than  any  other  provider.  Information 
empowers.  And  these  services  can 
connect  people  to  information  any- 
time, anywhere  —  around  the  block 
or  around  the  world. 


AT&T 

EasyLink  Services 
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PRODUCTION  IS  OFF  I  5%  SINCE  JANUARY  AT  URALMASH,  AND  UP  TO  8,000  FACE  LAYOFFS 


3,800  workers  on  three  shifts  churned 
out  cannons  for  modern  T-72  tanks. 
Now,  orders  have  plunJ^ed  to  almost  nil, 
and  two-thirds  of  the  work  force  has 
left  or  been  sent  to  other  parts  of  the 
enterprise.  "We  never  expected  that 
things  could  change  so  fast,"  says  Vale- 
ry  N.  Vasyukov,  who  has  worked  17 
years  in  the  military  plant. 

Uralmash  general  director  Victor  V. 
Korovin,  a  brash  38-year-old,  is  deter- 
mined to  shake  up  the  backward  state- 
owned  behemoth.  His  first  move  after 
taking  the  job  last  year  was  to  fire  10 
of  his  predecessor's  11  assistants.  Next, 
he  promised  quick  punishment  for  tardi- 
ness or  drinking.  Now,  he's  trying  to 
determine  how  to  avoid  bankruptcy  and 
survive  the  next  inflationary  jolt  when 
the  government  releases  prices  on  ener- 
gy in  June. 

To  cope,  Korovin  is  planning  drastic 
cuts  in  Uralmash's  financing  of  social 
services.  Subsidies  for  utilities  and 
maintenance  for  the  factory's  43,000 
apartments,  its  cultural 
hall,  and  the  local  mili 
tia  will  all  go  out  the 
window.  Shifts  will  be 
cut  back  to  save  ener- 
gy, and  workers  will  be 
sent  on  two-month,  un- 
paid vacations.  If 
worse  comes  to  worst, 
Korovin  plans  to  issue 
thousands  of  pink  slips 
by  the  end  of  the  year. 
HARD-BOILED.  That  may 
sound  more  like  Carl 
Icahn  than  Vladimir 
Lenin.  But  Korovin 
lieves  that  hard-boiled 
style  is  necessary  if 
Uralmash  is  to  sur- 


vive— in  any  form.  Korovin  says  he 
abandoned  his  socialist  beliefs  after 
training  sessions  in  the  West.  In  the 
late  1980s,  he  worked  with  Uralmash's 
joint  venture  with  Austria's  Voest-Al- 
pine,  a  heavy-industry  company,  and 
also  took  a  special  one-year  course  for 
Soviet  managers  in  Frankfurt,  Germa- 
ny, in  1989.  "I  was  a  very  convinced 
Communist,"  says  Korovin.  "But  my 
ideas  changed  a  lot.  Now,  I  believe  that 
workers  should  work  and  make  a  good 
wage.  It's  not  up  to  the  enterprise  to 
keep  people  just  as  people.  Everyone 
should  fend  for  themselves." 

Korovin  says  he  is  looking  to  the 
West  to  help  pull  Uralmash  through. 
He's  banking  heavily  on  Western  in- 
vestment to  overhaul  Uralmash's  anti- 
quated plant.  He  wants  to  entice  a  com- 
pany such  as  Dresser  Industries  Inc.  to 
invest  in  a  project  to  make  oil-drilling 
gear  and  perhaps  eventually  buy  as 
much  as  257'  of  the  company.  "We  need 
about  $500  million  in  investments,"  he 


figures.  But  getting  big  money  like  tl 
to  help  rebuild  plants  is  probably  a  p 
dream.  "We  are  talking  about  the 
structuring  of  an  entire  economy, 
one  has  the  money  for  it,"  says  c] 
Western  banker  in  Moscow. 

Already,  the  pain  being  inflicted 
side  Uralmash  is  starting  to  undermi 
law  and  order.  For  years,  crime 
virtually  unknown,  but  now  soari 
prices  have  sparked  a  frightening  cri 
wave.  Workers  complain  about  th\e\ 
breaking  in  and  stealing  goods  fn 
their  refrigerators  while  they  are 
the  job.  One  popular  research  engin( 
was  murdered  for  his  fur  hat  in  ea 
March.  Many  Uralmash  workers  i 
spending  their  savings  on  3,000-ni 
steel  doors  for  their  apartments. 
'NIGHTMARE.'  In  the  worst  case,  1 
Great  Russian  Depression  could  toi 
off  a  maelstrom.  It  could  reach  its  pt  fjEiii 
as  next  winter  settles  in.  Should  unc  a 
ployment  reach  extreme  levels  and  hi  a 
ger  become  common,  the  stage  woi 
be  set  for  riots — or  even  for  the  ov 
throw  of  Yeltsin.  Such  a  scenario  woi  Ml 
be  a  "monumental  nightmare,"  S£ 
Marshall  Goldman,  associate  director' 
Harvard  University's  Russian  Reseail 
Center.  He  envisions  such  an  upheai,:i 
as  being  similar  to  scenes  from  the  fi  fc.'  ivp 
Doctor  Zhivago,  in  which  thousar  friojs 
were  forced  to  flee  to  the  countrysi  lietH 
during  the  1920s.  hn 
So  far,  however,  the  Russian  peo]  trei'on 
have  displayed  their  remarkable  caps  iiw 
ty  for  patience.  Many  Western  obse  'Jieirii 
ers  were  surprised  in  January  and  F(  mm. 
ruary,  when  Russia's  population  Sonii 
acted  calmly  to  big  hikes  in  the  price  tviip 
food.  Many  Russians  simply  dipped  ii  feiv  to 
the  ample  stocks  of  food  they  m 
squirreled  away  and  lived  as  best  th; 
could.  Others  turned  to  cultivating  p-  .a 
vate  gardens.  i 
Although  the  promised  aid  progri! 
from  the  West  can't  stop  the  industrjl 
collapse,  it  could  give  the  Russis 
enough  money  to  buy  some  West< 
goods  and  equipment  and  give  hk 
value  to  the  saggij 
ruble.  That  could  b| 
time,  but  no  one  knoj 
exactly    how  mu( 
These  moi^nings 
Uralmash,  workep 
stream  past  the  sip 
that  proclaims  "Glc 
to  the  Working  Clas' 
and  on  to  their  jol, 
just  as  they  have  evcj' 
working   day   for  t| 
past   59  years, 
they,  and  the  rest 
Russia,    can  hare' 
imagine  what  uphea\l 
awaits  them. 

By    Rose    Brady  i- 
Yekaterinburg,  Russia^ 
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IE  WIDENING  GULF 
TWEEN  EAST— AND  EAST 


after  midnight  in  Prague,  but  at  one  of  tlie  Czechoslova- 
n  capital's  new  private  jazz  clubs,  the  tables  are  packed, 
iting  Germans  and  other  West  Europeans  mix  with 
drinking  beer  and  telling  jokes  to  Czech  friends.  You 
think  you  were  in  Berlin.  But  just  150  miles  away  in  the 
ian  capital  of  Bratislava,  you  would  have  no  such  illu- 
kcept  for  a  few  dreary  hotel  bars  where  prostitutes 
lut,  the  city  center  is  as  dead  at  night  as  it  was  under 
mmunists. 

nightlife  gap  is  just  one  sign  of  a  serious  split  in 
n  Europe's  reform  tempo.  It  has  long  been  thought  that 
lie  change  would  be  slow  in 
lia  and  Bulgaria,  but  now 
nes  are  also  appearing  among 
ee  nations  closest  to  the  West. 
RACKING.  Hungary  and  the 
n  portion  of  Czechoslovakia 
>  be  on  a  faster  track  to  join 
•n  Europe.  But  the  pro-seces- 
aders  of  Slovakia,  the  poorer 
1  republic  of  Czechoslovakia, 
irking  against  a  rapid  shift  to 
cet  economy.  Intense  political 
ing  is  also  undermining  eco- 
reform  in  Poland. 
;hree  of  these  countries  have 
leir  industrial  production  drop  by  127'  to  237  in  1991. 
litions  become  worse,  the  West,  which  just  committed 
lion  in  aid  for  the  former  Soviet  Union,  could  be  forced 
S  up  for  additional  expensive  bailouts.  Already,  Poland 
ly  to  ask  the  European  Community  for  a  $1  billion 
3ncy  loan. 

lomists  are  urging  EC  countries  to  let  in  farm  products, 
oal,  and  textiles  from  the  East  immediately,  rather  than 
)r  the  planned  five-  to  six-year  phaseout  of  barriers.  In 
ly,  the  East  would  get  cash  that  might  head  off  a  worse 
n  the  future.  "The  dangers  are  huge,"  warns  Jacques 
president  of  the  European  Bank  for  Reconstruction  & 


PRAGUE:  SECESSIONIST  TENSIONS  ARE  BUILDING 


Development,  who  says  it  is  imperative  for  the  EC  to  open  up. 

The  two-tier  trend  is  being  reinforced  by  foreign  investors 
who  are  avoiding  the  poorer  regions.  To  date,  Hungary  has 
received  $2.6  billion,  or  567f  of  total  investment  in  East  Eu- 
rope. Another  $1.4  billion  has  gone  into  Czechoslovakia — 907 
to  the  Czech  republic.  Only  $1  billion  has  gone  into  Poland,  the 
region's  most  populous  country  by  far. 

The  gap  between  the  haves  and  the  have-nots  is  likely  to 
widen  in  the  coming  months.  Economists  predict  that  both 
Hungary  and  the  Czech  republic  will  come  out  of  recession 
within  18  months.  But  Poland  and  Slovakia  are  likely  to  lag. 

TAILSPIN.  Economic  differences  are 
helping  to  feed  secessionist  tensions 
in  Czechoslovakia.  Slovakia  is  hit 
hardest  by  reform  because  ineffi- 
cient state  industry  is  concentrated 
there.  The  Czechs,  whose  auto  and 
machinery  industries  are  luring  Ger- 
man capital,  are  getting  off  much 
easier.  A  showdown  is  coming  in  the 
June  5  general  elections,  when  a 
strong  Slovak  socialist  vote  could 
scuttle  privatization.  Officials  in 
Prague  have  so  far  stiffed  the  Slo- 
vaks' pleas  for  restructuring  help. 
Populist  politics  is  also  hanistring- 
ing  reform  in  Warsaw.  The  country's  third  postcommunist 
government  is  struggling  in  a  Parliament  splintered  among  29 
parties.  While  politicians  wrangle,  most  Polish  companies  are 
losing  money.  Sensing  big  trouble,  President  Lech  Walesa  has 
entered  the  fray  with  his  own  privatization  plan. 

Like  all  of  Eastern  Europe's  reformers,  Walesa  is  feeling 
pressure  to  show  some  positive  results  from  the  shifts  toward 
market  economies.  If  a  surge  in  exports  to  the  EC  could  be 
arranged,  it  just  might  put  the  front-runners  over  the  top  this 
year.  That  would  send  a  badly  needed  signal  of  hope  through 
the  former  Soviet  bloc. 

By  Gall  E.  Se/iarcs  In  Prngue 
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J.  S.  company  just  found  out  how 
expensive  importing  prison-made 
icts  from  China  can  be.  In  a  land- 
case,  a  federal  judge  in  Grand 
Is  on  Apr.  3  fined  E.  W.  Bliss  Co. 
)0  after  the  Hastings  (Mich.)  corn- 
pleaded  guilty  to  two  counts  of 
ingly  importing  machine  presses 
in  Chinese  prisons.  The  Bliss 
marks  the  first  successful  prose- 
1  under  a  1930  law  banning  U.  S. 
Is  of  prison  products.  Although 
misdemeanor  count  carries  a  max- 
,  penalty  of  a  $1,000  fine  and  a 
in  jail,  the  judge  used  an  alterna- 
entencing  provision  to  slap  Bliss 


with  a  higher  fine.  The  prosecution  fol- 
lowed a  raid  on  Dec.  2  on  Bliss  offices 
by  U.  S.  Customs  agents,  who  have 
been  investigating  imports  of  Chinese 
prison  goods  for  more  than  a  year 
(BW — Dec.  23).  Bliss  says  it  pleaded 
guilty  to  avoid  a  long,  costly  trial. 

lATIN  DEBT  

The  decade-long  Latin  American 
loan  mess  is  finally  drawing  to  a 
close,  and  not  a  moment  too  soon.  A 
new  wave  of  debt  problems  is  suddenly 
threatening  to  clog  the  world  financial 
system.  On  Apr.  7,  Argentina  and  its 
bankers  agreed  to  restructure  $31  bil- 
lion in  foreign  debts  by  swapping  some 
of  its  existing  loans  for  corporate  equi- 


ty or  new  government  bonds.  With  Ar- 
gentina out  of  the  way,  Citicorp  and 
others  hope  to  cut  a  deal  soon  on  Bra- 
zil's $61  billion  foreign-bank  debt  while 
trying  to  restructure  the  $15  billion 
owed  by  the  tottering  Olympia  &  York 
Developments  Ltd.  real  estate  empire. 

Those  woes  pale  in  comparison  with 
troubles  faced  by  Japanese  lenders. 
They  have  seen  their  stock  prices  fall 
more  than  507^'  amid  worries  that  their 
capital  will  be  depleted  by  the  plunging 
Tokyo  stock  market  and  an  estimated 
$150  billion  in  nonperforming  property 
loans.  And  the  former  Soviet  republics 
are  not  paying  interest  or  principal  on 
$21  billion  in  loans  from  European  and 
other  lenders. 
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'92  Buick  LeSabre 
Limited 

'92  Toyota  Cressida 
Sedan 

Engine 

3.8-litre  V6 

3.0-litre  V6 

Drivetrain 

Front  Drive 

Rear  Drive 

Passenger  Room 

109.2  cu  ft 

89.0  cu  ft 

Trunk  Room 

17.0  cuft 

12.5  cuft 

Driver  Air  Bag 

Standard 

Not  Available 

Anti-Lock  Brakes 

Standard 

Optional 

M.S.R.P.* 

$21,100 

$24,618 

•Manufacturer's suggested  retail  price  includingdealer 
Destination  charge,  tax,  license  and  options  additional, 
equipment  vary. 

©1991  GM  Corp  All  rights  reserved.  LeSabre  is  a 
registered  trademark  of  GM  Corp. 
Buckle  up,  America! 


prep. 
Level: 


1992. 

rt  your  comparisons. 


'bag  — theBuick 
gives  you  more. 
iSabre  asks  less  of 
turn.  Thousands  of 

BSS. 

0  ahead  and  start 
nparisons.  We're 
ityou'llendup 


behind  the  wheel  of  a  new 
Buick  LeSabre. 

For  more  information  on 
LeSabre  quality  and  value, 
call  1-800-531-1115,  or  visit 
your  Buick  dealer  today  and 
take  a  thorough  test  drive. 


BmCK 

The  New  Symbol  For  Quality 
In  America. 
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Generations  Ahead. 


While  the  others  are  bus\-  imitating  the 
SL-notebook  design  we  shipped  last  luh;  Zenith 
Data  Systems  is  thinking  two  generations  ahead.  Otir 
new  Z»\OTE  brings  a  new  genius  to  power  management 
over/our  hours  of  non-stop  high-perfomi 
ance  computing  power  And  our  new 
"lid  rest"  feature  allows  \  oii  to  close 
down  without  shutting  down.  It's  simple, 
and  it's  just  the  beginning. 


Notebooks  Meet  Networks. 


520L 

525L 

325LC 

i3Sc--SL-20  .WHz 

loScSL-. 

25.MHZ 

cO.\lB  HDD 

85  or  120.\1B 

I20.\\B 

10.0  \9.5  v''  \  GA  bkick-on-white  display 
upgradeable  to  aai\e-niatrL\  color 

8.4  •  \Q.\ 
color 

5.-:>  lbs- 

'incl.  nickel  meuil-hydride  banen. 

6.5  lbs? 

4  hours  continuous  power,  max  10  hours 
under  Z«NOTE  Premier  System  Managemenc  ^ 
Expea  about  1  3  less  with  color 

ETHERXET  NET\VORK-RLWY 
No\  ell  NetWare.  .Microsoft  L\N  .Manager,  and 
Banyan  MN'ES  client  shells 

WIXDOW'S-REWY 
.\1S-P0S'  5.0  uith  .\P.\1  .Microsoft  Windews  5.1 
Loffltech  TrackMan  Portable  .Mouse 


UPGRADE  OPTIOXS 
.Menior\-.  BIOS.  HDD.  FDD.  Co-Processor  Display 


Who  Needs  A  Docking  Station? 


list  snap  on  the  optional,  inexpensive 
RL\D\'DESK"'  Pon  Replicator  and 

\'ou  ha\'e  instant  access  to  all  >"Oui 
^    office  peripherals.  It's  pretT>"  neat. 
It's  Z«\'OTE. 


The  Z'N'OTE  introduces  notebooks  to  networking.  i?////f-z>? 
net\vorking.  Beliex  e  it.  \\'e\  e  put  Ethernet  on  the  motherboard. 
And  weVe  pre-installed  client  shells  for  \o\  ell  NetWare: 
.Microsoft'  L\\  .Wanager.'"  and  Ban\  an'  \T\ES:  Take  >  our  pick. 


We^eSeen  The  Future  And  Its  In  Color 


Our  new  acti\  e-matri\  color  display  is  a  knockout.  .\nd  the 
real  beaut>-  of  it  is  that  \  ou  can  start  with  our  high-contrast  black- 
on-white  model  and  upgrade  to  color  in  the  fumre.  In  minutes. 
It's  wonh  waiting  for. 

Reselk'is  doicrmme  [heir  own  pricing  which  ma\'  he  higher  or  lower  than  Zenith  Dau  Svstems 
ad\  eruseJ  pric^es.  .Ml  prios  and  specifications  are  subjeu  to  change.  Prices  are  for  models  show  n,  in 
l  -S-  dollars.  Shipping,  handling,  and  applic"able  sales  taxes  not  included  in  the  price. 

Z'NOTE.  RE.\DM»ESKand/Vt-TOtT5>>Tt7n.!Ji£nii5'c-mcmare  tiademarte  of  Zenith  Data  S\  stems 
Corporation.  .Microsoft.  L\N  .Slanager.  -\\S-DOS. \\'mdcws  and  the  Read>  To-Run  logo  are  trademarks 
of  -Wicrosofi  Corpvration.  Logitech  and  TrackAlan  are  trademarks  of  Logiiech.  Inc.  Ttie  Intel  Inside  k>go 
andi3Scare  trademarks  of  Intel  Corporation  NetWare  is  a  trademark  of  Nox  eD.  Inc  Ban>  anand 
\lNESare  trademarks  of  Banvan  S>  sttTiis.  lnc.Cop\Tight  s  1992  Zenith  Data  S\  stems  Corp.Tanon. 


Practice  Makes  Perfect 


There's  no  more-thorougliK"-thought-out  SL  notebook  on  the||y 
market.  .Microsoft  Windows""  3.1  is  pre-instaUed.  The  Logitech'  | 
TrackAlan-  Portable  .Mouse  is  included.  LCD  CRT  \1deo  is  simul-' 
taneous.  .And  the  optional  data  fax  modem  works 
worldwide.  You  won't  get  that  kind  of  thinking 
from  the  rcKikies.  It's  called  Thinking  .\liead.  .And 
we're  used  to  it. 


Call 1-800-523-9393. 


MlLROSOn. 

\\i\Da\s, 

REMTi  TO-RL^ , 


Reseller  prices  nia\'  \  a[y:  But  call  ahead.  We'll  tell  \-ou  how  ' 
we  can  guarantee  prices  on  all  four  models.  When  >  ou're 
Thinking  .\head.  \'ou  think  of  e\-ervthin^. 


ZENITH    DATA  SYSTEMS 

A  Bull  Company 


Thinking  Ahead. 
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)Y  RON  STODGHILL 


STERN:  BREAKING  INTO 
ILD  BOYS'  MUNI-BOND  CLUB 


nn  C.  Stern  chuckles 
when  recalling  her 
frustration  as  a  freshman 
lawyer  forced  to  contend 
with  the  good  ol'  boys  of 
the  municipal-bond  busi- 
ness. Once,  for  instance, 
she  went  to  a  private  lun- 
cheon club  in  Houston  to 
wrap  up  details  of  a  bond 
deal  only  to  find  a  gender- 
segregated  dining  room. 
"We  ended  up  meeting  on 
the  women's  side,"  says 
Stern.  "But  the  men  would 
he  rest  room  and  keep  discussing  the  deal  in  there." 
3  days,  it's  Stern  who  is  making  the  rules.  The  40-year- 
irney  was  recently  appointed  president  and  chief  execu- 
"icer  of  Financial  Guaranty  Insurance  Co.  (FGICi.  With 
lion  in  assets,  the  subsidiary  of  GE  Capital  specializes  in 
g  municipal  bonds  against  default. 
I,  a  University  of  Chicago  law  graduate,  began  her 
ireer  in  New  York  during  the  municipal-finance  boom 
late  1970s.  She  made  partner  at  Wood,  Dawson,  Smith 
man,  and  in  1984,  she  was  approached  by  Financial 
ty  to  become  its  general  counsel.  Stern  has  worked  in 
y  every  phase  of  FGlc's  operations  and  was  key  to  both 
1  overseas  and  its  1986  public  offering, 
sic's  helm,  Stern  plans  to  stay  the  course:  insuring 
)al  bonds,  while  carefully  pursuing  structured-finance 
^fter  years  in  finance,  caution  is  her  credo.  Says  Stern: 
inies  go  wrong  when  they  don't  stick  to  their  knitting." 


IIS  PAWLEY:  IMPROVING 
fSLER'S  JAPANESE  ACCENT 


nis  K.  Pawley, 
irysler  Corp.'s  top 
icturing  executive, 
iding  when  he  says 
)rk  is  the  key  to  re- 
ting  the  cash- 
d  auto  maker.  Take 
e  he  walked  out  of 
t  meeting  with  a 
You're  wasting  my 
iter  it  became  clear 
ant  managers  had 
up  a  business  plan 
:  union  input.  "Dennis  is  fundamentally  changing  our 
icturing  culture  by  empowering  the  people  to  do  what 
now  they  can  do,"  says  President  Robert  A.  Lutz. 
■r's  fledgling  recovery  could  hinge  on  his  efforts, 
ey,  50,  is  the  point  man  in  Chrysler's  push  to  modernize 
ind  streamline  product-development  efforts.  He's  imple- 
5  a  more  efficient  manufacturing  approach  in  which 
(rs,  plant  engineers,  and  production  managers  work  in 
ander  one  budget  to  design  cars  that  are  easily  assem- 
'ith  Chrysler's  recent  turmoil  over  finances  and  succes- 


sion, manufacturing  is  providing  the  one  bright  light.  Three 
new  models  will  roll  into  showrooms  this  year:  the  racy,  im- 
age-boosting Viper,  the  Jeep  Grand  Cherokee,  and,  most  im- 
portant, a  fresh  line  of  handsome  midsize  sedans. 

To  reverse  years  of  autocratic  thinking,  Pawley  spends 
hours  walking  the  plant  floor  both  encouraging  worker  input 
and  demanding  greater  accountability.  If  that  sounds  Japa- 
nese, it  is.  Although  Pawley  spent  the  early  part  of  his  career 
at  General  Motors  Corp.,  in  1986  he  became  Mazda  Motor 
Corp.'s  top  U.S.  manufacturing  executive.  He  immersed  him- 
self in  Mazda's  culture,  from  singing  karaoke  to  forging  team- 
work on  the  shop  floor.  But  a  work  culture  where  uniformed 
workers  labored  silently  left  him  feeling  like  a  "well-paid 
executive  robot."  In  March.  1989.  he  defected  to  Chrysler. 

Pawley  rose  quickly  to  executive  vice-president  for  manufac- 
turing under  Lutz.  But  now.  his  career  will  likely  depend  on 
how  he  gets  along  with  Robert  J.  Eaton,  the  former  G.\I 
executive  recruited  by  Chrysler's  board  to  replace  Chairman 
Lee  lacocca  at  the  end  of  this  year.  Says  Pawley:  "Explaining 
to  an  outsider  what's  happening  at  Chrysler  is  like  trying  to 
explain  the  concept  of  air  to  a  fish."  Maybe  so.  Pawley. 
though,  has  little  choice  but  to  swim  with  the  tide. 


PETER  PIRNER  AND  ANDREW  NINES: 
HIGH  JUMPERS  AT  ADIDAS 


Throughout  the  1970s. 
Adidas  left  its  competi- 
tion in  the  dust.  The  Ger- 
man shoemaker's  three- 
stripe  trademark  was  a 
good  way  to  tell  the  seri- 
ous athlete  from  the  im- 
postor. By  the  late  1980s, 
though.  Adidas'  U.  S.  busi- 
ness had  grown  fat  and 
bureaucratic.  While  rivals 
Nike  Inc.  and  Reebok  In- 
ternational Ltd.  sprinted 
ahead  with  slick  new  shoes 
for  evei'y  sport.  Adidas 
USA  lost  $140  million  be- 
tween 1986  and  1989. 

Enter  Peter  Pirner,  51, 
and  Andrew  Hines,  52,  two 
American  executives  brought  in  by  the  Germans  to  clean  up 
the  U.  S.  subsidiary.  Pirner,  a  longtime  Mattel  Inc.  marketer, 
and  Hines,  a  tough  cost-cutting  specialist  from  rjr  Nabisco 
Inc.,  put  the  company  on  a  crash  diet  and  launched  a  new- 
image  campaign.  The  result:  a  $2  million  profit  in  1990. 

The  duo  slashed  jobs  by  half  while  cutting  vice-presidents' 
pay  by  10%.  Moving  offices  from  Warren,  N.  J.,  to  an  Adidas 
warehouse  in  Spartanburg,  S.  C,  will  squeeze  even  more. 
"Part  of  the  culture  was  a  belief  that  our  parent  company  had 
deep  pockets,  that  Adidas  US.A.  was  a  quasi  country  club,"  says 
Hines.  "We  had  to  change  that  perception." 

Adidas  USA  is  leaner  and  meaner 
1991.  The  trick  now  will  be  boosting  revenues.  That's  where 
marketing  man  Pirner  comes  in.  Adidas  can't  catch  up  with 
Nike  and  Reebok.  But  Pirner  plans  to  exploit  the  company's 
sole  advantage:  its  image  as  a  classic.  He  is  promoting  a  new 
line  of  high-end  shoes  dubbed  "Equipment"  with  ads  urging 
athletes  to  get  "back  to  basics."  Don't  count  on  air  pillows  or 
pumps.  "You  can't  outgimmick  a  gimmick,"  Pirner  says.  But 
the  days  of  running  in  place  may  be  over. 


but  it  lost  money  again  in 
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We've  Given 
Business  Flyers 
The  Best 
Frequent  Flyer 
Program  In 
The  Business. 

For  The 
Fourth  Year 
hi  A  Row. 

At  Continental,  making 
a  difference  means 
having  a  frequent  flyer 
program  that's  second  to  none, 

Fbr  the  fourth  consecu- 
tive year,  the  readers  of 
InsideFlyer  Magazine  voted 
Continental's  OnePass'"  the 
Best  Overall  Frequent  Flyer 
Program. 

In  faa,  Continental  won 
highest  honors  in  six  out  of 
seven  categories,  including 
Best  Program  Qistomer 
Service,  Overall  Rewards 
Program,  Elite-Level  Program, 
Overall  Promotion  and 
Program  Newsletter 

And  with  service  to  over 
195  destinations  worldwide, 
there's  never  been  a  better 
time  to  be  a  member  of  OnePa; 

There  are  other  reasons 
why  business  flyers  choose 
Continental.  We're  achieving 
new  standards  of  service  at 
ticket  and  check-in  counters, 
at  our  gates  and  baggage 
claim  areas  to  speed  you 
on  your  way. 

It's  all  part  of  our  commit- 
ment to  improve  every  aspect 
of  flying  for  you.  Continental 
is  making  a  diiference.  And 
you  can  expect  that  differ- 
ence to  be  even  more  notice- 
able in  the  near  future. 


©  1992  Continental  Aiilinci,  Inc 


One  Airline  Can 
Make  A  Diff erencer 
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FREQUENT  TRAVEIER 

Europe's  Changing 
Landscape 

A  barrier-free  market  is 
reshaping  the  way  Americans 
conduct  business  abroad 


T  SEEMS  FITTING  THAT  1992  MARKS 

both  the  SOOth  iinniversaiy  of  Christopher 
Cohimbus'  first  voyage  to  the  New  World 
and  the  first  \  ear  of  the  ne\\  Europe. 

That's  because  the  12  countries  that  make  up  the  new  European 
Communit)' — Belgium.  Denmark.  Fnmce.  Gemian\.  Great  Britain,  Greece. 
Ireland.  Italy.  Luxembourg,  the  Netherlands.  Portugal,  and  Spain — are 

embarking  on  a  bold  voyage  of  their  own. 
one  that  will  create  a  barrier-free  market 
among  otherwise  sovereign  states. 

W  hat  this  means  for  business  travelers  is 
the  elimination  of  virtuallv  all  checkpoints 
between  member  countries.  Someone  tlving 
into  Frankfurt  with  stops  in  four  other  EC 
countries  will  pass  throtigh  passpon  control 
and  customs  only  uvice;  once  upon  arriving 
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FREQUENT  TRAVELER 


in  Ciennaiiy  ami  ag;iiii  be- 
fore leaving.  In  other 
words,  going  from,  say, 
Italy  to  France  is  liable  to 
be  ;ls  Inissle  free  ;ls  driving 
from  Illinois  to  Indiana. 

Other  modifications 
will  be  more  subtle.  Ev- 
erything from  tariffs  to 
speed  limits  is  expected 
to  be  standardized.  The 
EC  has  even  adopted  a 
new  currency,  known  as 
the  Ecu  for  "European 
Currency  Unit,"  although 
Cireat  Britiiin  has  thus  far 
balked  at  surrendering  its 
beloved  pound  sterling. 

Don't  expect  these 
changes  to  occur  over- 
night, though.  Some,  such 
as  relaxed  passport  con- 
trol, have  been  pluised  in 
over  the  past  several 
years.  Others  may  take  a 
decade  or  more  to  imple- 
ment. Tlie  Ecu,  for  exam- 
ple, isn't  expected  to  be 
fully  introduced  until 
1999.  Still  others,  in  the  face  of  stiff  oppo- 
sition from  member  countries,  may  never 
come  to  pass.  What  is  ceilain  is  that,  like 
the  New  World  after  Columbus  hit  town, 
Europe  will  never  be  the  same  again. 

Following  is  a  summary  of  what  busi- 
ness travelers  can  expect  to  find  on  their 
next  trip  across  the  Atlantic. 

A  Cellular 
Reality 

Despite  the  continent's  disappearing- 
borders  act,  cellular  phone  users  will,  at 
least  for  the  next  few  years,  continue  to 
be  limited  in  how  far  they  can  roam. 

In  celhdar  terms,  each  country  re- 
mains an  individual  fiefdom,  with  its 
own  system,  separate  and  distinct  from 
all  others,  in  other  words,  neither  an 
American  nor  an  Italian  traveling  in  the 
United  Kingdom  can  reach  out  and 


touch  someone  using  phones  brought 
from  their  respective  homes. 

Thankfully  these  telecommunications 
turf  wars  should  end  when  a  new  digital 
cellular  network  goes  on-line  over  the 
next  few  years.  Called  the  Glob;d  System 
for  Mobile  Communications  (GSM),  the 
system  will  feature  across-the-continent 
compatibility  as  well  as  two  to  three 
times  the  available  subscriber  capacity, 
tighter  security,  and  faster  and  more  ac- 
curate data  transmission.  Concurrently 
prices  should  also  drop,  as  manufactur- 
ers take  advantage  of  economies  of  scale 
that  result  from  producing  phones  for 
an  entire  continent  instead  of  just  indi- 
vidual countries. 

(iSM  is  already  being  test-marketed, 
and  plans  call  for  full-service  in  major 
European  cities  by  next  year,  which 
means  coverage  over  about  70%  of  the 
continent.  Still,  don't  expect  seamless 


cellular  service  until  the  end  of  1996 
the  earliest,  when  major  aiqiorts,  sl 
urbs,  and  secondary  cities  are  expect ^ 
to  have  been  brought  into  the  GSM  loo 
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Rapid 
Transit 


European  railroads  have  long  be 
miles  ahead  of  their  A^aierican  counti 
parts.  Now,  they're  getting  even  betti 
While  manufacturers  on  this  side  of  tP 
Adantic  are  just  beginning  to  dabble 
faster-than-a-speeding-Schwinn  trains 
Texas,  Florida,  and  California/Nevai 
the  Europeans — particularly  t 
French — have  been  zipping  arou 
their  countryside  at  125  mph-plus  f| 
nearly  20  years. 

And  things  are  going  to  get  evi 
zippier  From  Spain  to  Sweden,  Italy 
Germany  high-speed  rail  travel  is  becoi 
ing  the  nonn.  So  much  so,  in  fact,  that 
recent  study  by  the  Association  of  Eurt 
pean  Airlines  said  that  these  hues  are  ciii 
ting  into  ;iir  traffic  on  1 10  intra-Europeal 
routes,  and  that  carriers  risk  losing  up  \ 
20%  of  their  business  to  trains. 

The  primaiy  reason  for  this  shift 
to  do  with  saving  time.  Rome  to  Milai 
for  example,  is  less  than  four  hours  o  Lreai 
Italy's  150-mph  ETR  450.  And  that  tri 
will  get  even  shorter  once  the  next-gei 
eration  ETR  500,  which  reaches  speec 
of  180  niph,  goes  on-hne.  Visitors  to  th 
year's  Seville  Expo  will  be  able  to  travJ 
to  Madrid  in  under  three  hours  o, 
Spain's  new  AVE  (Alta  Velocidad  Espaiid 
la  or  Spanish  High  Velocity)  line  set  t| 
open  this  month,  i 

But  speed  isn't  the  only  area  in  vvhiC: 
European  trains  rival  planes,  Onboar 
amenities  compare  favorably  with  thos 
of  the  best  business-class,  or  even  firsii 
class,  airline  cabins.  Passengers  oj 
France's  TGV,  for  example,  enjoy  at-seJl;; 
meal  service,  while  Germany's  InterCitf 
Express  features  conference  rooms,  ir' 
creiised  legroom,  and  aiq)lane-like  mu|,,| 
sic  systems  built  into  each  seat. 
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perfect  world,  a  business  traveler 
ams  short  of  cash  while  in  Europe 
1  be  able  to  whip  out  his  or  her 
:ard  and  use  it  in  the  first  Auto- 
Teller  Machine  he  or  she  sees, 
lad  there's  no  such  thing  as  a  per- 
orld. 

though  ATMs  are  about  as 
pread  in  Europe  ;ls  they  are  in  the 
i  States,  the  two  systems  are  not  as 
ctly  interconnected  as  travelers 
hope. 

lile  agreements  between  United 
and  European  ATM  networks  con- 
to  prohferate,  technologies  ghtch- 
en  stymie  would-be  users.  .\n  ATM 
sport  such  famihar  logos  as  Visa, 
■rCard,  Plus,  or  Cirrus,  yet  stub- 
y  refuse  to  accept  a  foreigner's 
because  it  can't  read  the  magnetic 
on  the  back.  For  this  reason  never 
home  without  at  least  one  form  of 
cial  backup.  A  major  charge  or 
t  card,  traveler's  checks  or  even 
ollars  are  reliable  standbys. 
len  they  do  work,  the  convenience 
zing  an  ATM  in  eveiy  iiirport,  hotel, 
)ank  far  from  home  comes  with 
ce.  Typically  users  pay  either  a 


transaction  fee  or  a  percentage  of  the 
withdrawal  amount.  The  extra  fee  is 
determined  by  agreements  between 
networks,  although  it's  usually  not  nuich 
more  than  what  it  would  cost  to  make  a 
similar  withdrawal  from  an  ATM  at  \our 
neighborhood  Stop-N-Go  or  Kroger 
supermarket. 

For  an  up-to-date  list  of  .\TM  loca- 
tions and  usage  fees,  contact  either  your 
credit  card  or  .ATM  card  issuer  directh. 


Inn 
Step 


Perhaps  more  than  any  other  business, 
hotels  will  remain  relatively  unaffected 
by  changes  brought  about  by  the  estab- 
lishment of  the  European  Community 
.\lready  a  vastly  internationalized  indus- 
tiy,  hotels  ha\'e  for  years  easily  crossed 
all  but  the  most  rigid  of  national 
borders,  a  process  that  will  continue. 

For  American  business  travelers,  fa- 
miliar hotel  names  will  dominate  the 
landscape.  Marriott,  for  example,  has 
opened  four  new  properties  in  Germany 
over  the  past  few  years,  while  Radisson 
recently  signed  a  management  agree- 
ment with  nine  Edwardian  hotels,  which 
will  now  go  by  the  name  Radisson 
Edwardian  in  the  United  Kingdom.  The 


point  is  to  attract  both  .\merican  and 
European  executives  through  increased 
brand  awareness. 

But  European-based  chains  are  also 
actively  courting  the  business  market. 
Penta  lnternation;d,  whose  new  hotel  in 
Salzburg  opened  ahead  of  schedule,  is 
set  this  year  to  open  properties  in 
Lubeck  and  at  the  new  Munich  aiiport. 
In  1993.  Penta  will  open  hotels  in  Linz, 
Milan,  and  Prague.  Kempinski,  the  well- 
regarded  German  outfit,  offers  travelers 
a  Lufthansa  check-in  counter  at  many  of 
its  establishments.  Guests  who  check 
their  luggage  before  leaving  the  hotel 
won't  have  to  deal  with  it  ag;iin  until  they 
reach  their  final  destination,  whether 
that's  Frankfurt  or  D;dlas/Foil  Worth. 

Any  specific  changes  that  do  take 
place  are  hable  to  be  behind  the  scenes. 
Because  it  will  be  easier  for  workers  to 
travel  among  the  EC  states,  hotels  will 
more  readily  shift  employees  among 
propeilies.  moving,  say  an  experienced 
general  manager  from  a  hotel  in  Milan 
to  one  just  opening  in  Brussels.  The  pay- 
off should  be  better,  more  consistent 
senice  across  the  board. 

In  addition,  many  properties  are 
experimenting  with  significant  dis- 
counts. According  to  a  recent  article  in 
Frequent  Flyer  magazine,  recessionary 
pressures  are  forcing  European  proper- 
ties to  offer  special  deals  on  their 
otherwise  sacrosanct  rack  rates. 

Rank  Hotels,  for  example,  recently 
ran  a  promotion  allowing  travelers  to 
book  rooms  at  its  five  London  establish- 
ments for  the  same  number  of  dollars  as 
the  published  rate  in  pounds.  Instead  of 
pa\1ng  £200,  guests  paid  only  S200,  or  a 
45%  discount  off  the  top.  For  its  part, 
Inter-Continental  last  year  ran  a  Winter 
Spectacular  promotion  in  which  rates 
were  cut  by  as  much  as  30%  in  Paris 
and  London  and  a  fidl  50%  in  Athens. 
Others  hope  to  attract  frequent  business 
travelers  with  such  perks  as  dinner 
discounts,  sightseeing,  even  personal 
accident  insurance  coverage  during 
their  stay.  □ 


When  it's  your  small  business,  you  hold  it  all  togeth 


Keep  it  simple. 


'5)1992  American  Express  Travel  Related  Services  Company,  Inc 


!t1992.  ATST. 


That's  why  AT&T  and  American  Express  announce  a  single  Corporate  Card  program 
designed  exclusively  for  small  business^ 

One  card  to  carry  for  all  your  company's  business  needs.  One  monthly  billing  statement 
from  American  Express  that  consolidates  all  your  expenses.  A  Quarterly  Management 
Report  that  organizes  T&E  and  calling  card  charges  by  employee  and  category. 
And  a  1 0%  savings  on  your  AT&T  long  distance  card  calls. 


d  to  carry.  One  bill  to  review.  It  is  that  simple.  For  more  information,  call  1  800  531-3934. 


BBESS 


Corporate 
Card 


AT&T 


CorporateLink^ 


FOR  SMALL  BUSINESS 
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Hie  Shrinking 
World  of 
Personal 
Electronics 

Whether  at  home  or  on  the 
road,  these  pint-size  portables 
pack  a  powerful  punch 


Doing  business  today  requires  versatility,  and  executives  on  the  go 
who  take  advantage  of  the  latest  breaktiiroughs  in  the  electronics 
world  can  ensure  that  being  out  of  the  office  doesn't  mean  being 
out  of  luck  when  they  need  access  to  crucial  services.  "Small  is  beauti- 
ful" is  the  philosophy  underlying  a  sleek  new  generation  of  personal 
electronics  products  that  enable  mobile  businesspeople  to  work  more 
easily  and  efficiently  on  the  road.  As  designers  and  engineers  create 
tiny,  hghtweight  machines  that  equal  their  hill-size  counterparts  in  per- 
formance, these  mini-wonders  continue  to  shed  inches  and  ounces 
faster  than  Tommy  Lasorda.  Travelers  pursuing  business,  pleasure, 
education,  or  entertainment  on  the  fly  don't  need  to  look  any  further 
than  their  own  back  pockets  to  discover  the  state  of  the  art. 
PoQET  PC  Prime  Computer 

By  shrinking  the  familiar  desktop 
computer  down  to  a  size  that  fits  in  the 


palm  of  one  hand,  the  Poqet  PC  Prime 
computer  ($1,295)  offers  a  clear 
demonstration  that  the  days  of  the  big 
footprint  are  numhered.  Replacing  the 
conventional  display  screen  and  bulky 
disc  drives  with  a  flat  8-inch  till)  read- 
out and  twin  integrated-circuit  card  slots 
allows  the  1.2  pound  Poqet  to  offer  the 


functions  and  operating  environment  of 
a  standard  full-grown  XT  computer  in  a 
package  that's  8.8  by  4.3  by  1  inch. 

Based  on  an  8()C88  processor  run- 
ning at  7  MHz,  the  Prime  has  a  full  640- 
kilobyte  RAM  internid  memory  and  768 
KB  of  ROM;  built-in  software  includes 
MS-DOS  3.,^,  CW-BASIC,  and  PoiietTools 
I'tilities,  which  handles  calculator,  ad- 
dress book,  memo,  and  modem  func- 
tions. Supporting  both  monochrome  and 


Poqet  PC  Prime  computer 


CGA  graphics,  the  80-character,  25-lini 
display  gives  users  the  same  full-screei 
view  as  a  desktop  monitor,  and  the  XI 
style  keyboard  is  only  20%  smaller  thai 
normal  size.  Files  may  be  easily  trans 
ferred  to  and  from  other  computers  vi 
a  seri;d  cable  and  the  supphed  commu 
nications  software.  Optional  memor 
storage  cards  come  in  sizes  up  to  4  MB i 
preprogrammed  versions  of  popula 
software  currently  available  include  Loli 
tiis  1-2-3,  Lotiis\Vorks,  ACT!,  XyWrite  11 
Plus,  and  WordPerfect  5.1.  The  Poqet  Pt 
Prime  is  powered  by  two  ordinaiy  A/ii 
alkahne  batteries,  which  provide  enouglji 
juice  for  about  100  hours  of  operation 

Motorola  MicroTAC  Lite 

Anyone  who's  ever  envied  the  ease  wit) 
which  Captain  Kirk  of  "Star  Trek"  flip! 
open  his  communicator  to  call  horn 
can  enjoy  the  same  ftituristic  thrill  witi 
Motorola's  new  MicroTAC  Lite  Digita 


Dip  into  a 
billion  dollars. 

Plunge  into  luxury,  poolside 
at  a  Sheraton  Hotel.  It's  one 
way  to  take  advantage  of 
ITT  Sheraton's  billion  dollar 
improvement.  And  across  the 
country,  enjoy  our  new  health 
clubs,  guestrooms,  restaurants, 
lobbies  and  enhanced  services. 
For  reservations,  call  your 
travel  professional  or 
800-325-3535.  We  spent  a 
billion  to  make  you  feel  like 
a  million. 


ITT  Sheraton 


SHERATON  HOTEl  S  OF  CANADA-  •  Chaleau  Curlier  Sheraton  Hotel  and  Golf  Resort,  Aylmer  *  Sheraton  Cavalier  Hotel.  Calgary  .  Sheraton  Habtax  Hotel  • 
aton  Hamilton  Hotel  •  Sheraton  Armouries  Hotel.  London  .  Le  Centre  Sheraton  Hotel  and  Towers.  Montreal  •  Sheraton  Fallsview  Hotel  and  Conference  Center 
ara  Falls  .  Sheraton  Cavalier  Hotel.  Saskatoon  •  Sheraton  Toronto  East  Hotel  and  Towers.  .Scarborough  .  Sheraton  Centre  Toronto  Hotel  and  Towers  • 
■aton  Parkway  Hotel  Toronto  North  •  Sheraton  Landmark  HoteL  Vancouver  .  Sheraton  Chateau  Vaudreuil  •  Sheraton  Winnipeg  Hotel 
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Sony  Data  Discman 


Personal  Communicator  (about 
$1,200).  Since  tlieir  introduction 
in  1989,  MicroTAC  series  cellular 
telephones  have  consistently  shat- 
tered size  and  weight  barriers  with 
breakthroughs  in  styling  and  effi- 
ciency. This  latest  and  lightest 
model  carries  on  the  tradition  of 
offering  executives  a  truly 
portable,  personal  way  to  keep  in 
touch  at  home  or  on  the  road. 

Sporting  the  MicroTAC's  signa- 
ture space-saving  hinged  mouth- 
piece, which  folds  up  over  the  key- 
pad to  close  the  phone  like  a 
wallet,  the  Lite  is  20%  smaller  and 
35%  hghter  than  its  nearest  competitor 
When  equipped  with  the  rechargeable 
standard  battery,  it  measures  11.6  cubic 
inches,  weighs  only  7.7  ounces,  and  of- 
fers up  to  45  minutes  of  continuous  talk 
time  (S  hours  standby).  Replacing  the 
standard  batten'  with  the  supplied  Talk 
PAK  XT  battery  extends  this  to  a  full  2.5 
hours  (24  hours  standby),  yet  the  phone 
still  comes  in  at  just  l-t.5  cubic  inches 
and  9.6  ounces. 

The  MicroTAC  Lite  comes  with  three 
rechargeable  batteries,  a  travel  batten' 
saver,  a  I'apid  charger,  and  a  convenient 
cariying  case. 


Sony  Data  Discman 

Sony's  Data  Discman  is  revolutionizing 
the  new  age  of  electronic  publishing. 
Taking  its  cue  from  the  CD-ROM  storage 
systems  that  are  a  familiar  part  of  the 
computer  world,  this  hand-held,  batten- 
powered  unit  reads  Electronic  Books 
encoded  on  interchangeable  compact 
optical  discs.  Although  the  silvery  3- 
inch  discs. look  small,  each  can  hold  the 
equivalent  of  100,000  pages  of  text. 
Ra])id-access  capability  means  that  users 
can  instantly  navigate  through  the  con- 
tents of  the  entire  disc  at  the  touch  of  a 
button.  The  1.5-pound  player  is  about 


FREQUENT  TRAVELER 


the  size  of  a  large  paperback  book,  and 
featiu-es  an  alphanumeric  keypad  and  a 
flip-up  monochrome  LCD  screen  that 
can  display  both  text  and  graphics. 

Once  an  EB  disc  is  inserted,  users 
choose  the  appropriate  search  mode 
with  an  on-screen  cursor  and  enter  the 
desired  topic  via  the  keyboard.  Special 
symbols  in  the  displayed  articles  indicate 
cross-references  to  related  entries. 

Happily,  this  operating  procedure 


Motorola  MicroTAC  Lite 


never  varies  from  disc  to  disc,  ensurin 
that  consumers  only  have  to  learn  oni 
short  set  of  instinctions  to  utihze  any  o 
the  23  Electronic  Books  currently  avail 
able.  The  Data  Discman  comes  with  a 
26  volumes  of  Compton 's  Concise  En 
cyclopedia,  the  Wellness  Encyclopedia 
and  World  Translator,  for' $549.95 
Software  titles,  priced  from  $29.95  t( 
$69.95,  include  American  Heritagt 
Dictionar)'  &  Roget's  II:  The  New  The 
saurus,  the  International  Wine  Guide 
the  Official  Airline  Guide,  Total  Base 
ball,  and  the  Library  of  the  Future, 
single  disc  comprising  the  full  texts  o 
150  classics. 


Canon  UC  Camcorders 

In  creating  its  new  lightweight  UC  familS 
of  8mm  camcorders.  Canon  started  fron! 
the  ground  up,  reconfiguring  ano 
reengineering  the  traditional  design  o; 
virtually  even  component.  The  result  i!  < 
a  trio  of  ultraslim,  high-performanci' 
video  cameras  that  let  budding  auteur 
capture  all  the  action  without  being  im  i 
mobihzed  by  bulky  equipment.  All  thre(ij| 
incorporate  internal  autofocus  zoonll 
lenses,  seven  shutter  speeds  from  \/\m\ 
to  1/10,000  of  a  second,  hi-fi  stere( 
sound,  on-screen  menus  offering  step 
by-step  instructions,  and  several  powe 
options.  When  connected  to  a  TV  set:, 
they  do  double  duty  as  playback  unit; 
and  their  detachable  full-hmction  win 
less  remote  controls  make  for  e;isy  opj 
eration  from  armchairs  up  to  16  fei 
away 

fhetop-of-the-hneUCSl  ($2,099)  of  ' 
fers  videophiles  niiiximum  picture  quali' ' 
ty  by  combining  the  latest  Hi-Band  videc 
recording  technology  with  a  410,000 
pixel  CCD  for  high-resolution  images  ; 
It's  equipped  with  a  lOx  zoom  lens,  sev 
en  autoexposure  modes  tailored  for  spe 
cial  situations  such  as  portraits,  spons 
and  the  bright  outdoors,  close-up  auto; 
focus  down  to  .4  inches,  and  a  charade 
generator  for  creating  titles.  It  weigh: 


ARRIVE  HOME 
READY  TO  MAKE 
THAT  IMPORTANT 
PRESENTATION. 

When  you  fly  British 
Airways  Club*  Class, 
you'll  enjoy  our 
renowned  British 
service  that  pays 
attention  to  every  little 
detail.  You'U  arrive 
refreshed  and  ready 
to  handle  anything 

that  needs  your 
personal  attention. 


CLUB 


BRITISH  AIRWA^ 

The  worlds  favourite  airline: 
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1 .6  pounds,  without  battery  or  tape,  and 
measures  3  1/H  inches  wide  by  6  13/16 
inches  in  diameter  by  5  11/16  inches 
high.  The  new  UC2()  ($1,849)  is  identi- 
cal to  the  flagship  model,  but  uses  tradi- 
tional 8mm  recording  instead  of  Hi- 
Band  technology.  Those  looking  for 
something  even  smaller  and  lighter 
should  check  out  the  trim  IC  ($1,499), 
which  sports  an  8x  zoom  lens  and  has 
no  extra  autoexposure  modes,  but 
weighs  in  at  just  1.3  pounds. 


Citizen  PN48  Portable 
Printer 

A  computer's  best  friend  may  be  a  print- 
er, but  until  recently  they've  been  too 
bulky  to  carry  around.  While  portable 
computers  have  become  commonplace, 
miniature  printers  are  just  beginning  to 
make  an  impact.  (Citizen's  PN48  Note- 
book Printer  Professional  System 
($549)  raises  portable  productivity  to  a 
new  level  by  producing  true  laser-quality 
documents  wherever  and  whenever  nec- 
essary. The  PN48  is  small  enough  to 
keep  a  notebook  computer  company  in 
a  briefcase  because  it  measures  just 
11.7  inches  wide  by  3.5  inches  deep  by 
2  inches  high,  and  weighs  2  pounds  (2.5 
with  rechargeable  battery).  Quiet  and 
quick,  the  PN48  works  with  all  tyjies  of 
paper,  stationeiy  envelopes,  labels,  and 
even  transparency  presentation  film; 


Ricoh  PF-1 


Citizen  PN48 


printing  a  standard-size  page  takes  as 
htfle  as  a  minute. 

User  options  include  the  choice  of  ro- 
man  or  courier  fonts,  eight  different  type 
pitches,  and  the  use  of  any  combination 
of  eight  type  styles.  In  addition,  the  PN48 
can  also  handle  graphics.  It  comes  with 
a  rechargeable  batteiy  good  for  about 
25  pages,  an  AC  adapter/charger,  printer 
cable,  manual  on  diskette,  and  a  soft 
carrying  case. 


Ricoh  PF-1  Portable  Fax 

when  new  technology  revolutionizes  the 
way  business  is  conducted,  it  soon  be- 
comes just  as  vital  on  the  road  as  it  is  in 
the  office.  It  wasn't  too  long  ago  that  the 
fax  machine  transfomied  the  workplace, 
and  now  when  duty  takes  businesspeo- 
ple  away  from  home  base,  the  Ricoh  PF- 
1  Portable  Fax  ($1,495)  is  ready  to  trav- 
el along.  Measuring  just  II  by  7  by  2 
inches  and  weighing  only  5  5  pounds, 
the  unit  stows  away  comfortably  in  a 
briefcase  with  room  to  spare.  Certified 
by  the  Guinness  Book  of  World  Records 
as  the  "world's  smallest  facsimile  ma- 
chine," the  PF-I  can  transmit  or  receive 
full-size  8.5  inch  by  II  inch  documents 
at  about  30  seconds  per  page. 

Since  the  PF-I  is  compatible  with  any 
standard  or  cellular  telephone,  business 
travelers  can  send  or  receive  hard  copy 


from  just  about  an 
where.  Reliable  cell 
lar  transmission 
facilitated  by  th 
special  Error  Corre 
tion  Mode,  whic 
reduces  mistak 
during  sending 
automatically  pr 
venting  the  receivi 
fax  machine  froi 
printing  until  th 
transmission  is  veri 
fied  and  complete 
The  PF-1  conies  with  a  rechargeable  ba 
tery  pack  and  charger,  an  automobil 
adapter  to  supply  power  from  a  car 
cigarette  lighter,  and  an  AC  adapter  t 
plug  into  standard  wall  outlets. 


Wizard  Electoonic  Organizer; 

Life  without  a  secretai^  can  be  a  confu 
ing  jumble  of  appointment  slips,  hasti 
scribbled  notes,  tattered  plane  sched 
ules,  and  phone  numbers  entombed  i 
overstuffed  pockets  or  purses.  While 
hasn't  been  chnically  proved  that  consoi 
idating,  organizing,  and  simplifying  iit 
formational  overload  wiU  reduce  stress 
the  latest  additions  to  Sharp's  wel 
known  Wizard  line  are  sure  to  tak 
some  of  the  bumps  out  of  life  on  th 
road.  Slightly  smaller  than  other  Wizari 
models  (only  5.8  by  3.8  by  .7  inchi] 
when  closed)  and  weighing  just! 
ounces,  the  OZ-7600  ($299)  and  0? 
7620  ($329)  share  a  unique  ergononii 
design,  highlighted  by  a  thumb  pai 
which  sits  comfortably  in  the  hand.  Th 
units  open  vertically  to  reveal  a  bottoii 
half  that  contains  all  major  control  ke; 
and  a  keyboard  in  the  traditional  typ( 
writer-style  QWERTY  arrangement.  0 
top  are  a  16-character,  8-line  LC 
screen,  and  a  touch-sensitive  windo 
slot  that  accepts  option;d  integrated  ci 
cuit  (IC)  cards  for  either  software  pn 
grams  or  memory  storage.  The  760 
carries  32K  of  onboard  memory,  whi 


LH'vu'ji-iN-ivicrn^unT  uivioiuiN  K^(7vp<t^    oucKie  up  — logeiner  we  can  save  lives 


This  year's  Mercury  Sable  offers 
both  a  driver  and  optional  right 
front  passenger  air  bag 
Supplemental  Restraint  System— 
a  feature 'not  offered  by  any 
other  manufacturer  in  this  class. 
(Manufactured  by  Ford  Motor  Co. 
Remember  to  always  wear  your 


safety  belt  even  though  your 
vehicle  is  equipped  with  air  bags. 


A  safe  driver  is  a  driver  in  catr 
Even  when  braking  on  ice,  jo 
or  rain-slick  roads 
Sable's  available 
4-wheeI  disc  anti- 
lock  braking  system 
helps  keep  the  driver  in  con 
regardless  of  road  condition^ 


JMPLE  ZONES 
ABSORB  IMPACT 


ir  end  of  Sable,  crumple 
2lp  absorb  the  brunt  of 
ct  before  it  reaches  the 
2r  compartment. 


4 CHILD-PROOF  REAR 
DOOR  LOCKS 


If  you're  driving  with  young 
children,  you'll  be  pleased 
to  know  Sable  is  equipped  with 
child-proof  door  locks.  A  flick 

of  a  switch  and 
^         the  rear  doors  cannot 
^       be  opened  from 
the  inside. 


These  are  just  a  few  of  the  safety 
features  built  into  the  Mercury 
Sable  for  1992.  Features  that 
aptly  support  the  old  adage, 
"There  is  safety  in  numbers." 
1  800446-8888 

<^  MERCURY  SABLE 


If  YOU'RE  EXPECTING 
EVEN  MORE  FROM  A  HOTEL 
IN  TIMES  LIKE  THESE, 
YOU'D  BETTER  WAKE  UR 


0. 


 \  ('r  ttiP  l.'ist  few  years,  we've  invested 

more  tlian  a  liilliuii  dollars  in  our  hotels  tii  meet 
your  changiiifi  needs.  So.  while  other  hotels  may 
be  forced  to  eut  back  and  fiive  you  less,  at  Hilton 
we're  giving  more,  doinj.;  more,  and  movinf^  aheail. 


Here 


Double-dipping  encouraged  here. 

As  a  menilier  of  tlie  lltlonors  Cluest  Reward  Prf)gram.  you  won't 
have  to  choose  between  earnin^J  hotel  points,  or  mileage  credit 
f)n  your  favorite  airlines.  Unlike  other  hotel  programs,  Hilton 
Htlonors  lets  you  have  both.  As  well  as  fabulous  new  rewards. 

Here's  a  hotel  within  a  hotel. 

At  select  Hiltons  across  America,  you  can  enjoy  the  veiy  best 
we  have  to  ofTer  the  business  traveler — our  magnificent  Towers 
accommodations.  With  separate  registration,  private  lounges, 
and  a  concierge  and  staff  devoted  to  your  every  need. 


Renovations  here, 
there  and  everywhere. 

Unlike  some  of  our  competitors,  we're  continuing 
to  refurbish  our  hotels,  like  The  Waldorf =Astoria 
and  the  Chicago  Hilton  and  Towers,  from  lobby 
to  penthouse.  We've  also  added  exciting  new  properties,  like 
The  Pointe  Hilton  Resorts  in  Phoenix. 

THERE'S  SOMETHING  HAPPENING  HERE. 

We've  created  a  new  Hilton  image,  as  evidenced  by  our  brand- 
new  signature,  to  underscore  our  commitment  to  continuous 
improvement.  So.  next  time  you're  hoping  for  more  fi^om  a  hotel 
when  you're  on 
the  road,  wake  up 
here.  At  Hilton. 


EMAKE  IT  OUR  BUSINESS 
BE  WHEREVER  YOU  GO. 
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MINNKSOTA 
Minneapolis  Area 

/J/owH;;jg/«H- Minneapolis/ 
St.  Paul  Aiiport  Hillon 

Minneapolis  Melnidonie  I  lillnn 

NEW  JEkSKY 
NewarkA  lilton  Gateway 
Pai'sippany  Hilton 
iS'(.'('au('u.v-Meadowlands 
Hilton 

•SVwrt  H///s-Hilton  al  Short  Hills 
Somerset  Hilton 

NEW  YOKK 
BulTalo  Hilton 
New  York  Area 

Janiaira-JFK  Air|)orl  Hillon 

Loiii;  Island/Melville- 
Hiinliiigtnn  I  lilton 

New  York  Hilton  and  Towri>; 

The  Waldorf-Astoria 
New  York  Area/ 

Westchester  County 

Rye  Brook-Kye  Town  Hilti  m 

Tarrytown  Hilton  Inn 
Syracuse- Hilton  at 

Syracuse  Square 

OHIO 

Akron  Hilton  Inn  at  Quaker 
Square 

Akron  West  Hilton  Inn 
Canton  Hilton 
Cincinnati  Area 
Florence.  A,y-Commonwealth 
Hilton 

Dayton-Daytonian  Hilton 

OREGON 
Portland  Hilton 

PENNSY1.VANIA 

Harrisburg  Hilton  and  Towers 

Philadelphia  Hilton  and 
Towers 

Philadelphia- 
Valley  Forge  Area 
King  ofPrussia-M'dWe^ 
Forge  Hilton 

Pittsburgh  Hilton  and 
Towers 

SOUTH  CAROLINA 
Greenville  Hillon 

TENNESSEE 
Nashville  Area 
Brentwood  Hilton  Suites 

TEXAS 
Dallas  Area 

Grapevine-OV\V  Hilton 
Executive  Conference  Center 
El  Paso  Atrport  Hilton 
Wouston-Weslchase  Hilton 

and  Towers 
San  /ln(on/o-Hilton  Palacio 

del  Rio 
Waco  Hilton 

UTAH 

Salt  Lake  Airport.  Hillon 

VIRGINIA 
Lynchburg  Hilton 

WASHINGTON 
Seattle  Airport.  Hilton 
Seattle  Hillon 

CONRAD  HOTELS 
ENCJLAND 

Loncfon-Conrad  Lomlon 
HONG  KONG 

Hong  Kong-Conrsi  Hong  kong 
IRELAND 

DuW/n-Conrad  Dulilin 
TURKEY 

to/i/)u/-Conrad  Istanbul 


3servations,  call  your  travel  agent 
or  1-800-HlLTONS. 
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FREQUENT  TRAVELER 


the  7620  is  equipped  with  64K. 

Basic  information  and  time  manage- 
ment duties  are  handled  hy  the  Wizards' 
built-in  liinctions,  which  include  a  tele- 
phone directoi-y  that  can  retrieve  data  by 
name,  company  name,  or  phone/fax 
number;  a  daily  schedule  to  store  de- 
scriptions of  the  day's  engagements;  a 
memo  mode  for  making  nota- 
tions; a  2()0-year  calendar  to 
check  appointments  into  the  next 
centuii;  a  clock  to  keep  track  of 
the  time  in  more  tiian  200  cities 
around  the  world;  a  calculator; 
and  password  protection  to  pre- 
vent unauthorized  access.  An  in- 
dex finiction  allows  a  convenient 
ovei'view  of  all  information,  and 
the  brand-new  User  File  option, 
unique  to  these  two  models,  per- 
mits users  to  create  a  customized 
data  base  with  up  to  16  individu- 
ally defined  fields. 

The  expanding  library  of  Wizard  IC 
cards  performing  specialized  functions 
further  broadens  the  versatility  of  the 
7600  and  7620.  Consumers  can  create 
Lotus  1-2-3  compatible  spreadsheets, 
perform  advanced  scientific  calcula- 
tions, track  and  graph  investments,  con- 
nect to  on-line  services  like  Com- 
puServe, consult  the  King  James  Bible, 
check  spelling  and  synonyms,  translate 
eight  languages  (including  Chinese  and 
Japanese),  or  just  brush  up  on  their 
chess,  backgammon,  or  the  new  com- 
puter game  Tetris. 


Denon  DTR-80P  Digital 
Audio  Tape  Recorder 

For  audiophiles,  DAT  is  the  hottest 
acronym  in  the  entertainment  alphabet. 
The  Digital  Audio  Tape  format  is  the 
most  sophisticated  consumer  recording 
technology  available,  and  it  gives  music 
lovers  the  abihty  to  make  their  own  digi- 
tal recordings  with  the  same  sonic  fideh- 
ty  found  in  the  best  CDs.  Kssentially  a 
palm-size  edition  of  a  professional 
recording  studio,  Denon's  DTR-80P 


($900)  is  equally  ready  to  play  back 
prerecorded  DAT  cassettes  or  record 
digitally  from  analog,  digital,  or  live 
sources.  With  performance  s|)ecs  com- 
parable to  Denon's  nonportable  DAT 
units,  the  DTR-SOP  comes  in  at  3-5  by 
1.5  hy  6  inches  and  at  about  1.5  pounds 
with  battery.  In  addition  to  superb 


Canon  UC20 


sound,  there's  another  particularly  ap- 
peahng  advantage  for  conference-bound 
executives:  Since  it  can  record  up  to 
four  hours  on  a  single  cassette,  it  elimi- 
nates the  need  to  change  tapes  when 
capturing  lengthy  meetings  or  lectures. 


Leica  Mini  35mm  Camera 

Everyone  knows  what  a  picture  is  worth, 
and  the  challenge  of  getting  those 
proverbial  thousand  words  |)roperly  ex- 
posed and  focused  is  literally  a  snap 
with  the  Leica  Mini  35mm  camera 
($415).  The  latest  supercompact  from 
the  venerable  company  that  invented 
35mm  photography  measures  a  mere 
4.5  inches  long  by  1.5  inches  wide  by 
2.5  inches  high,  but  packs  automatic 
exposure  and  flash,  autofocus,  auto 
advance  and  rewind,  and  automatic 
film-speed  setting.  Leica's  optics  are  leg- 
endary in  the  photo  worid,  and  the  Mini 
is  outfitted  with  a  specially  designed 
Elmar  f/3.5  35mm  lens.  □ 
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WEATHER  OR  NOT: 
irS  YOUR  CALL 

TIRI'I)  01-  RELYING  ON  OPTIMISTIC, 
but  often  misinformed,  weather  fore- 
casters? Thanks  to  the  boom  in  900  num- 
bers (now  even  the  Pope  has  one),  it's 
easier  than  ever  for  travelers  to  get  the 
scoop  on  ciu'rent  weather  conditions  at 
destinations  throughout  the  world.  Local 
(non-900)  hot  lines  have  been  around  for 
years,  but  lately  the  trend  has  spread  na- 
tionwide. Tops  in  the  field  is  the  Weather 
Channel  (Connection,  which  recently 
absorbed  American  Express'  900- 
>XTiATHER.  Ninety-five  cents  per  minute 
yields  detailed  forec;ists  for  more  than  650 
American  cities  and  over  250  spots  over- 
seas, in  addition  to  specialized  twists  like 
ski  reports  and  fall  foliage  bulletins.  Less 
comprehensive  (()()()  cities  worldwide) 
but  also  less  expensive  (TSt  per  minute) 
is  The  New  York  Times  Weather  Watch  at 
900-884-CAST.  Meanwhile,  USA  Today's 
weather  and  travel  hot  line  at  9()0-SSS- 
55SS  combines  forecasts  with  airline 
flight  information  for  selected  cities  (95t 
per  minute).  Alternatively,  to  chat  with  a 
real  live  person  call  the  National  Weather 
Sei-vice  in  Mankind  (.^01-76.v8IS5) 
for  longer  range  forecasts. 


FREQUENT  TRAVELER 

TIPS 


BUSINESS,  IN  A 
CLASS  OF  ITS  OWN 

ALTER  YEARS  OF  MIXED  SIGN/US,  U.S. 
carriers  are  renewing  their  competi- 
tion for  the  business  traveler.  Among  the 
highest-profile  evidence  is  the  rush  to 
provide  business-chLss  senice — fomierly 
limited  mostly  to  international  flights — on 
certain  domestic  routes  ;ls  well. 

Until  recently,  only  I'WA  and  the  premi- 
imi  M(iM  Grand  Air  offered  this  option  to 
their  domestic  passengers.  But  a  series 
of  factors  led  rivals  Delta,  United,  and 
American  to  follow  suit  on  selected 
long-haul  flights.  Lor  the  lucrative 


DUTYFREE 
HOLDS  FAST 

With  the  impending  economic 
unification  of  Western  Europe,  air- 
port shoppers  may  have  wondered 
about  the  fate  of  duty-free.  Rest 
easy.  Plans  to  eliminate  duty-free 
shopping  on  trips  between  any  of 
the  European  Community's  12 
member  countries  when  they  join  to 
become  a  single  market  have  been 
shelved  for  another  six  years.  Rea- 
son: pressure  from  commercial  in- 
terests, particularly  in  Great  Britain, 
which  accounts  for  a  third  of  all 
intra-EC  duty-free  sales.  So  until 
1999,  anyway,  bargain  hunters  can 
still  buy  luxury  goods  at  each  coun- 
try's points  of  entry  without  being 
taxed.  Given  a  minimum  VAT  of  15% 
this  can  really  add  up  to  some 
substantial  savings. 


New  York-Los  Angeles  route,  market 
leader  American  reconfigured  ten  DC- 
lOs  to  create  a  new  S 2 -seat  section 
called  Flagship  Serace.  Delta,  mean- 
while, hiis  introduced  a  28-seat  Business! 
(Class  on  the  Airbus  310  widebodies  it 
purchased  from  Pan  Am.  And  United 
has  between  32  and  70  Connoisseur 
Class  seats  on  each  of  1 50  flights  to  and 
from  the  West  Coast  from  a  number  of 
airports. 

Why  the  move  to  business  class  now? 
As  more  companies  nix  first-class  travel 
(where  many  transcontinental  round- 
trip  fares  run  $2,100  or  more)  for  their 
employees,  airlines  hope  to  market  do- 
mestic business  class  as  a  luxurious  yet 
lower-priced  alternative.  Some  also  cite 
the  need  to  satisfy  piissengers  en  route 
to  or  from  Europe  or  Asia,  who  were 
forced  to  fly  coach  on  the  domestic  legs 
of  their  trip.  And,  of  course,  many  busi- 
ness travelers  have  objected  to  iiaying 
full  fare  for  seats  that  cost  others  around 
them  substantially  less.  Finally,  the  new 
three-class  service  will  help  preserve  the 
hallowed  natiu-e  of  first  chtss  by  prohibit- 
ing ui)grades  to  that  level  from  coach. 
(Upgrades  by  one  class  wiU  stiU  be  per- 
mitted, usually  with  an  additional  fee.) 

Of  the  five  earners,  I'WA,  whose 


if'iedfr 
kU 

tellers 
iriersi 
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>ador  Class  has  been  around  for  a 
,  still  charges  the  least  by  far  for  its 
iiilinentiil  Ambassador  seats  (§1,100 
trip,  as  opposed  to  a  minimiiiii  of 
for  the  others).  Five-year-old  MGM 
(which  flies  DC-8s  with  75  seaLs 
isly  configured  four  to  ;m  aisle) 
irst-  and  business-class  level  service 
le  latter  costs  about  the  same  as 
)unted  coach  on  other  airiines. 
lis  the  wave  of  the  hiture?  A  Delta 
man  says  he  doubts  domestic 
ss  class  will  go  much  finlher  TWA 
lower  fares  will  be  more  impor- 
the  business  traveler,  in  first  as 
business  class.  But  at  American 
•ase  for  the  90s,  as  far  as  first  and 
ss  classes  go,  is  "passenger 
I"  of  his  or  her  environment.  And 
tom  fine,  points  out  their  spokes- 
I,  is  the  "need  to  give  people  what 
rceive  to  be  value  and  qu;ility." 

KING  AT  ART 
i  NEW  WAY 

SETTING  MAY  NEVER  BE  MIS- 
en  for  the  Metropohtan  Museum 
but  U.S.  aiiports  have  become  an 
;cted  venue  for  art.  What's  more, 


Beaumont  Newall's  photograph  of 
Ansel  Adams  is  at  the  Albuquerque 
International  Airport. 

it's  not  the  paint-by-numbers  stuff  it 
once  was;  we're  talking  Mir(),  Calder, 
Dali,  and  Picasso  here.  Established  in 
1969,  the  collection  at  New  York's  John 
F.  Kennedy  International  Aiq^ort  is  the 
country's  oldest  as  well  as  the  most  ex- 
tensive, with  more  than  200  works  by 
world-renowned  artists.  But  major- 
league  exhibits — some  with  full-time 
curators — can  also  be  found  at  Boston's 
Logan,  Chicago's  O'Hare,  and  airports  in 
San  Francisco,  Albuquer(|ue,  Phoenix, 
Seattle,  and  Miami.  If  the  nuiltimiUion- 
dohar  art  budgets  for  Pittsburgh's  and 
Denver's  new  airports  are  any  indica- 
tion, these  intriguing  galleries  are,  shall 
we  say,  really  taking  off. 


SURANCE  FOR  FREQUENT- FLYER  MILES 

collapse  of  Eastern,  Midway,  and  Pan  Am  and  the  uncertain  futures  of  sev- 
other  majors  have  some  travelers  concerned  about  the  value  of  their  hard- 
led  frequent-flyer  miles. 

or  this  reason,  the  Frequent  Flyer  Club  has  launched  its  AwardGuard  Mem- 
ihip  Plan,  currently  the  only  program  that  insures  frequent-flyer  mileage, 
nbership,  which  costs  $79  annually,  offers  protection  for  more  than  a  dozen 
iers  in  the  United  States  and  Canada,  as  well  as  coverage  for  several  hotel 
uent-guest  and  other  travel  programs.  If  a  company  ceases  to  honor  its  fre- 
it-flyer  commitments  and  no  other  line  picks  up  the  slack,  policyholders 
redeem  those  miles  for  a  ticket — purchased  by  AwardGuard  from  one  of 
)0  travel  agencies  affiliated  with  Thomas  Cook — to  any  destination  involv- 
similar  mileage,  usually  on  the  airline  of  the  passenger's  choice. 
wardGuard  membership  benefits  include  a  monthly  newsletter,  access  to  a 
free  helpline,  and  flight  insurance  on  the  free  award  ticket.  For  more  infor- 
ion  call  800-487-8893. 


INSTA-RENTAL  CAR 

IT'S  NO  WONDER  THAT  BUSINESS 
travelers  shudder  at  the  thought  of 
picking  up  and  dropping  off'  airport 
rental  cars.  After  six  or  more  hours  on 
the  road,  the  last  thing  you  need  to  deal 
with  is  another  hour  in  line  waiting  for 
wheels.  Well,  increasingly  the  major  car- 
rental  outfits  are  making  your  life  easier. 
Alamo  recently  joined  the  list  of  firms 
that  have  set  up  streamlined  procedures 
to  get  you  in  or  out  of  your  car  in  min- 
utes. Alamo's  express  serace  is  now  in 
place  at  32  U.S.  locations,  and  pares 
drop-off'  fime  to  less  than  a  minute. 
Hertz's  #1  Club  Gold  Sei-vice  was 
recently  augmented  by  a  slightly  more 


modest  Gold  Key  Service,  together  cover- 
ing 160  American  aiqiorts.  Avis  ofl'ers 
strong  competition,  though,  with  its  Pre- 
ferred Express  program  (which,  like  #1 
Club  Gold,  has  an  annual  membership 
fee  of  $50).  This  program  includes  ATM- 
style  computers  that  process  rentals  on 
the  shuttle  bus  from  the  departure  ter- 
minal. National's  Emerald  Club  costs 
$75  a  year,  but  members  have  the  added 
advantage  of  being  able  to  choose  from 
a  selection  of  cars  right  on  the  spot. 


MQUENTTRAVEIIR 


LONG-DISTANCE 
SERVICE 

CLL\Rn.  CELLL'L\R 
phones  have  significantly 
altered  the  lives  of  many 
business  travelers.  But  don't 
be  too  quick  to  dismiss  the 
stationan  kind.  The  very  def- 
inition of  "telephone "  is  being  expand- 
ed, with  scores  of  new  senices  coming 
on-line  in  the  nineties,  which  ma\  help 
revolutionize  long-distance  communica- 
tion. .\T&T's  new  \ideo  pay  phone,  called 
PubHc  Phone  2000.  uses  charge  cards 
not  just  for  regular  calls  but  also  to 
access  three-way  calling,  voice  mail, 
computer  and  fa.\  hookups,  feamres  for 
the  deaf  and  hearing-impiiired.  and 


information  senices  (ini- 
tially only  weather  but  due  to 
be  expanded).  .\T&J  already 
has  the  phones  in  a  number 
of  airports — including  New 
\'ork  s  JFK.  .New  ark. 
Dallas/Fon  \^orth.  and 
Orlandcj — and  expects  to 
have  them  in  80  more  by 
late  1992.  in  addition  to  convention  cen- 
ters and  nine  top  .\merican  hotel  chains. 

.\nother  company.  Spectradyne. 
which  supphes  Spectra\ision  pay  mo\ies 
and  other  in-room  entertainment  to 
hotels,  is  test-marketing  a  gadget  called 
.\ccess  Phone.  By  running  a  charge  card 
through  the  unit,  users  in  hotel  rooms 
and  lobbies  can  have  long-distance  calls 
billed  directh  to  their  card  accounts. 


DOWN  TO 
THE  WIRE 

LET  S  FACE  IT  ILW ING  nNT)S  \iilRj{ 
abroad  can  be  a  major  incon\e- 
nience.  For  one  thing,  a  recipient  i 
have  to  wait  several  days  for  the  mone 
to  arrive.  For  another,  when  it  finally 
does  show  up.  it  probably  will  come  ( 
ther  as  U.S.  dollars,  a  bank  check,  or 
both,  thus  causing  additional  headachij^ 
(not  to  mention  fees)  for  conversion  til 
local  currencies.  The  process  has  nov 
been  made  a  bit  easier  since  Cheque- 
point,  a  Belgian  financial  senices  coml 
pany.  introduced  Transcheq.  which 
makes  wiring  money  from  the  United 
Stales  as  easy  as  sending  a  fax.  Payme 
is  accepted  on  the  U.S.  end  in  cash. 


\ 

Ami 

T 


BusjEPess  class  lihi 


Now,  for  only  $300  extra,  you 
can  relax  in  an  SAS  EuroSleeper. 
The  world's  only  business  class 
sleeper  seat.  Available  only  in 
SAS  EuroClass.  ' 


Daily  nonstop  flights  to  Scandinavia  with  easy  connectioe 


SAS  IS  A  PARTICIPANT  IS  THE  MiLiAGE  PROGRAMS  OF  COSTISEST*  « 
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er's  checks,  or  credit  cards,  and  the 
e  fee  is  $15  for  up  to  §500  wired, 
;50  for  each  additional  S500. 
eni  L  nioii  charges  S20  for  up  to 
St  $500,  and  the  American  Express 
yGrani  costs  a  minimum  of  §25.) 
Ii  other  wiring  sen  ices,  transac- 
iinist  be 
in  person. 
Iranschetj 
rently 
ble  only 
Sew  York 
idon, 

tar,  and  Hong  Kong,  but  additional 
nd  overseas  locations  are  expected 
•n  in  the  near  future.  For  more 
lation,  including  a  hst  of  Cheque- 
ofBces,  call  212-980-6443. 


J 

AIRPORT  PARKING:  A 
WHOLE  LOT  BETTER 

THE  LATEST  AIRPORT  BUILDING 
boom  has  spawned  a  corresponding 
boomlet  of  sorts  in  the  construction  of 
new  parking  lots.  At  Washington,  D.C.'s 
National  Airport,  visitors 
w  ill  find  the  huge  four-level 
South  Parking  Facihty,  situ- 
ated across  from  the  main 
terminal.  The  2,100-car 
structure  increases  the 
number  of  parking  slots  at 
National  by  a  third,  just  down  the  road  a 
piece.  Baltimore-Washington  Interna- 
tional .\irport  has  built  a  2,800-space 
garage,  featuring  a  below-ground  pas- 
sageway into  the  passenger  terminal.  Not 


to  be  outdone  by  its  East  Co;ist  counter- 
parts is  Salt  Lake  City  Internationals 
new  shori-term  facility,  where  passen- 
gers are  whisked  from  their  cars  to  the 
terminal  by  moving  walkways.  Tampa 
airport  goes  that  yet  one  better,  with  a 
monorail  that  carries  travelers  between 
its  massive  new  five-floor  structure  and 
all  passenger  concourses. 

,\lready  existing  parking  lots  have 
been  upgraded  as  well.  At  the  three  ma- 
jor New  York  City  area  airports 
(Kennedy,  LaGuardia,  and  Newark), 
customers  can  prepay  their  parking 
charges  with  Visa  and  Masterliard  at 
machines  located  in  baggage-claim  ar- 
eas, or  use  the  credit  cards  to  make  a 
faster  getaway  from  the  lots  themselves. 


u  never  dreamed. 


SPECIAL  ADVERTISING  SEQION 


THE 


SMOKE-FREE 
TREND  ADVANCES 
IN  HOTELS 

It's  been  a  decade  since  America's 
first  smoke-free  hotel,  tlie  Non- 
Smokers  inn  in  Dallas,  opened  its 
doors.  But  it  wasn't  long  before 
others  followed  suit.  Today  a  good 
number  of  individual  hotels  and 
nationwide  chains  (including  Hy- 
att, Sheraton,  and  Radisson)  have 
set  aside  a  significant  number  of 
rooms  for  nonsmokers  only;  the 
industry  average  is  35%.  One 
chain  of  all-suite  hotels.  Home- 
wood  Suites,  recently  increased 
the  percentage  of  its  rooms  re- 
served for  nonsmokers  to  75%.  In 
Europe,  too,  a  few  establishments 
are  promoting  themselves  as 
smokeless.  It's  even  possible  to 
order  a  guidebook  to  the  U.K. 
called  "Eat,  Drink  &  Sleep  Smoke- 
Free"  (available  for  $21.70  from 
Royal  Mail;  call  800-843-9078). 


RULES  OF  THE  ROAD 
IN  THE  SKY 

As  MORI-  AM)  MORE  BUSINESS 
tra\c'kTs  take  tlieir  work  along 
in  till'  air,  questions  about  what 
items  they  can  hriiig  on  board  ami 
vviiat  must  be  left  behind  grow 
more  and  more  complex.  Recently, 
for  example,  the  Federal  Aviation 
Administration  reversed  its  ban 
against  jiasseuger  use  of  cellular 
phones  on  aircraft,  originally  enacted 
on  the  grounds  that  the  devices  can 
cause  radio  interference  with  navigation 
Now,  the  airline  industiT  watchdog  says 
cellular  phones  may  be  operated  while  y 
plane  is  parked  at  the  gate  or  during 
longer  waits  out  on  the  tarmac,  but  not 
while  laxiini'  or  in  the  air  More  to  the 


FffiQUENT  TRAVELER 


point,  the  YAA  is  leaving  it  up  to  Individ 
ual  airlines  as  to  whether  or  not  even 
this  limited  use  will  be  allowed.  By  the 
way,  for  the  same  reason  that  cellular 
phones  are  prohibited,  so  too  are  gad- 
gets that  receive  and  transmit  over  the 
aimaves,  such  as  portable  radios  and 
TVs.  And  lest  we  forget,  pressurized 
products  (e.g.  spray  cans)  and 
flammable  liquids  (e.g.  butane 
foimd  in  cigarette  lighters)  are 
also  frowned  upon  aloft;  spray 
cans  aren't  restricted  jier  se, 
but  most  airlines  ask  passen- 
gers to  pack  them  in  checked 
luggage  instead  of  carrying 
them  on  board. 

Speaking  of  cigarette 
lighters,  travelers  can't  help 
noticing  that  in-flight  use  of  to- 
bacco is  fast  becoming  verboten.  Cigars 
and  pipes  aren't  permitted  on  domestic 
or  international  flights  under  any  cir- 
cumstances, and  cigarette  smokers  can't 
light  up  within  the  continental  United 
States  or  on  short-range  flights  abroad. 
Smoking  on  some  short  (less  than  two- 
hour)  flights  is  now  prohibited  even  in 
Europe. 


RENTAL  CAR  CAVEATS. , 
IN  EASTERN  EUROPE  ^ 

THE  FORMER  EASTERN  BLOC  IS  Rlf 
with  new  outlets  for  all  kinds  of 
goods,  not  the  least  of  which  is  a  thrivL 
market  for  stolen  cars.  As  a  result,  pro  ' 
spective  auto  renters  in  Europe — even  V, 
those  dealiii"  with  affiliates  or  sub 


sidiaries  of  the  U.S.  majors — have  beer 
faced  w  ith  increasing  restrictions  on 
where  they  can  drive. 

Currently  the  least  restrictive  is  Hert 
which  permits  use  of  its  cars  in  all  Eurc 
pean  countries  except  Yugoslavia.  Avis 
does  not  allow  vehicles  rented  in  West- 
ern luirope  to  be  driven  anywhere 
across  the  former  iron  curiain  (except 
eastern  Germany),  nor  may  clients  take 
cars  rented  in  most  Eastern  European 
countries  to  another  Thus  an  Avis  car 
rented  in  Berlin  may  not  be  driven  into 
Czechoslovakia,  and  one  rented  in 
Prague  may  be  driven  to  Western  Europi 
but  not  to  Rom;mia  or  Poland.  (The 
excejition  is  free  movement  between 
(Czechoslovakia  and  Hungaiy) 

Europcar,  an  ;iffiliate  of  U.S.-based 
National,  does  allow  more  or  less  free 
movement  of  its  vehicles  throughout  the 
east,  but  wanis  that  renters  will  be  finan- 
cially fiable  in  cuse  of  auto  theft  in  cer- 
t;iin  coimtries.  The  rules  vaiy  somewhat 
at  each  branch;  the  Prague  office  may 
make  the  client  liable  for  cars  driven  to 
Poland,  RoniiUiia,  or  countries  of  the  for 
mer  Soviet  L'nion,  but  not  to  Hungaiy  or 
Yugoslavia.  Anyone  making  resenafions 
via  Nation;il's  toll-free  number  should 
in(|uire  as  to  the  cuixent  situation.  □ 


isiness  travelers  are  seeing  the  trees  for  the  forest. 

Finally,  a  hotel  tliat  respects  today's  financial  emaronment.  At  Doubletree,  you  can  get  just  about  every  ser\dce  and  amenit>' 
expect  from  an  expensive  big  name  hotel  at  a  price  that  makes  sense. 

Now  tliat  doesn't  mean  a  TV  in  every  shower,  but  it  does  mean  a  luxurious  room,  a  professional  amiosphere,  and  a  staff  of 
e  who  actually  care  tliat  you've  come.  Right  down  to  the  homemade  chocolate  chip  cookies  they  bring  you  the  night  you  arrive. 
If  aU  tliat  sounds  smart  to  you,  call  your  travel  professional  or  1-800-528-0444.  Find  out  about  any  one  of  the  60  Doubletree 
s  or  Doubletree  Club  Hotels  from  coast  to  coast.  And  on  your  next  business  trip,  come  out  of  the  woods. 

1-800-528-0444 

W/it'n  your  trm'cb  Uikc  you  to  CamiLla.  skiy  with  our  partna:  Canadian  Pacific  S<  Hotels &Resorts,  1-800-828-7447. 


Lufthansa  announces  a  new  way  to  fly 
that  lets  you  mix  business  with  pleasure 


Introducing  our  new 
Intercontinental  Service. 


For  Business  and  First  Class  pas- 
sengers, it's  a  level  of  service  where 
your  individual  needs  can  be  satisfied 
in  utmost  refinement  — all  within  the 
comfort  of  our  Boeing  747  service  to 
Germany.  In  Business  Class,  our  new 
Intercontinental  Service  means  wider 
seats  with  increased  pitch  and  better 
recline.  Newly  designed  footrests. 
And  swivel  tables  to  make  it  easy  to 
get  in  and  out.  What's  more,  we've 
reduced  the  number  of  seats  in  each 
row  to  6  or  7  Add  to  that  our  new 
menus  with  more  choices  and  award- 
winning  cuisine  and  you're  sure  to 
experience  an  enormous  difference 


A  passion  for  perfection: 


in  how  you  land -relaxed,  refreshed, 
ready  to  go.  For  First  Class  pas- 
sengers, we've  redesigned  the 
upstairs  cabin  exclusively  for  you  to 
make  a  more  spacious,  yet  intimate 
atmosphere.  Here  you  can  indulge  in 
personalized  luxury,  for  instance  with 
our  new  delicious  buffet  breakfast. 
In  both  classes,  you'll  find  people 
committed  to  serving  you  with  an 
unsurpassed  European  standard  of 
elegance.  Lufthansa's  new  747 
Intercontinental  Service.  A  passion- 
ate beginning  to  a  new  era  in  flight. 
For  more  information  and  reserva- 
tions call  1-800  645-3880, 

Lufthansa 


Lufthansa  is  a  participant  in  the  mileage 
programs  of  United,  Delta,  USAir  and  Continental. 
See  your  Travel  Agent  for  details 


Dvernment 


Commentary/by  Christina  Del  Valle 


CLEANING  UP  HUD:  IT  ISN'T  OVER  YET 


Iousing  Secretary  Jack  F.  Kemp 
is  a  tireless  advocate  of  self- 
help  programs.  But  some  folks 
oe  taking  his  sermons  too  literal- 
etroit  city  officials,  for  example, 
tigators  at  the  Housing  &  Urban 
opment  Dept.  say  the  city  im- 
rly  diverted  $1.2  million  in  anti- 
ty  grants  to  bankroll  salaries  of 
'ipal  workers  on  unrelated  proj- 
and  to  buy  cars  for  City  Hall 
Detroit  officials  are  disputing 
nding. 

town  isn't  alone.  At  a  Mar.  18 
ig,  the  House  Government  Opera- 
subcommittee  on  hous- 
roduced  evidence  that 

from  Troy,  N.  Y.,  to 
ingeles  are  improperly 
ling  millions  of  dollars 
r  from  the  $3.2  billion 
nunity  Development 

Grant  program  into 
ionable  or  ineligible 
:ts  (table).  The  system 
lice  the  program  "is 
ir  detecting  nor  deter- 
nisuse  of  CDBG  funds," 
Chairman  Tom  Lantos 
lif.)  declared  at  the 


like  stuck  porkers.  The  current  law 
provides  only  vague  spending  guid- 
ance, allowing  cities  to  finance  every- 
thing from  "a  suitable  living  environ- 
ment for  all  persons"  to  historic 
preservation  to  "the  conservation  of 
the  nation's  scarce  energy  resources." 
HMD's  guidelines  don't  add  much.  They 
require  grants  to  be  used  for  programs 
to  benefit  low-  and  moderate-income 
people,  help  prevent  or  eliminate  slums 
or  blight,  or  meet  other  "urgent  com- 
munity development  needs." 

City  officials  contend  that  such 
broad  latitude  makes  sense  because 


fUKPING  A  WEALTH  Of  ABUSES 

f  DELAWARE  COUNTY,  PA.  Officials  spent  $5.6  mil- 
lion from  1984  to  1989  on  ads,  travel,  and  salaries 
of  employees  working  in  ineligible  programs.  The 
county  also  made  low-interest  loans  to  companies 
with  links  to  local  officials 


e  enough.  But  Con- 
must  shoulder  some 
3,    too.  Lawmakers 
repeatedly  ignored 
pleas  for  legislation 
2II  out  precisely  what 
of  programs  cities 
fund  with  antipoverty 
3.  Such  a  measure  is 
d  "so  that  corrupt  city 
lis  can't  use  communi- 
velopment  funds  as  a 
fund,"  says  hud  Deputy  Secre- 
yfred  A.  DelliBovi. 
IILLIONS.  Reforms  to  ensure  that 
ock  grant  money  is  spent  proper- 
particularly  important  now.  Con- 
is  considering  boosting  annual 
ig  for  the  program  by  $10  billion, 
lut  better  oversight  and  guide- 
the  infusion  of  such  vast  sums 
pave  the  way  for  more  hud  scan- 
Even  if  spending  remains  flat,  as 
lent  Bush  proposed  in  his  fiscal 
budget,  it's  still  imperative  that 
money  be  well  targeted. 
0  could  oppose  such  change? 
rs,  for  one — they're  squealing 


TROY,  N.Y.  The  city  lent  $1  million  in  1990  to  a  lo- 
cal hockey  team,  the  Islanders,  to  buy  territorial 
rights  from  a  team  in  a  nearby  town.  Though  the 
team  repaid  Troy  after  a  HUD  probe,  Troy  in  1991 
lent  $650,000  in  grant  money  to  cover  the  team's  expenses 


f  MIAMI  Officials  in  1988  lent  $5.4  million,  at  1%  in- 
terest, to  a  Saudi  with  ties  to  the  rogue  bank  BCCI. 
Investigators  are  studying  whether  Sheik  Amin 
Jamil  al-Dahlawi's  use  of  the  proceeds  to  renovate 
a  onetime  immigrant-processing  center  met  grant  guidelines 

LOS  ANGELES  Housing  officials  spent  $4.3  million  ^ 
from  1985  to  1991  for  local  police  services  that        /  I^J^ 
should  have  been  funded  locally 

DATA:  HOUSING  S  UR8AN  DEVELOPMENT  DEPT.  BW 


they're  closer  to  the  problems  than  bu- 
reaucrats in  Washington.  HIT)  investi- 
gators and  critics  on  Capitol  Hill,  the 
block  grants'  proponents  contend,  are 
painting  an  unfair  picture  of  a  pro- 
gram that  has  worked  well  for  nearly 
two  decades.  "Unfortunately,  [Lantos] 
has  decided  to  talk  about  abuses  that 
are  less  than  1%  of  the  whole  CDBG 
program,"  complains  Tom  Cochran,  ex- 
ecutive director  of  the  U.  S.  Conference 
of  Mayors.  "Let's  not  be  misled  to 
think  this  is  widespread." 

But  when  city  officials  fork  over  $1 
million  in  antipoverty  funds  to  a  minor 
league  hockey  team  so  that  it  can  buy 


territorial  rights  from  a  rival,  some- 
thing is  seriously  wrong.  Even  if,  as 
Troy  officials  say,  such  spending  cre- 
ates new  jobs,  that  isn't  the  kind  of 
project  the  law  should  finance. 

The  problem  cries  out  for  new  legis- 
lation. Congress  can  build  on  the  exist- 
ing grant-allocation  criteria,  which  con- 
sider such  factors  as  poverty  and 
overcrowded  housing,  but  it  must  nar- 
row the  law's  definitions  to  ensure  that 
eligible  programs  combat  those  ills. 
And  it  should  amend  Ct)BG's  cumber- 
some administration  process.  Right 
now,  HUD  checks  the  program  with 
scattershot  audits,  and  vir- 
tually every  adverse  finding 
is  appealed.  The  new  law 
could  also  limit  appeals,  per- 
haps by  disallowing  small 
claims.  "Have  a  law  to 
make  [appeals]  the  excep- 
tion rather  than  the  rule," 
asserts  Christopher  Greer, 
assistant  inspector  general 
for  audit.  Or  the  law  could 
forbid  all  appeals,  as  it  does 
in  other  HUD  programs. 
PROVEN  RECORD.  In  return, 
HID  must  also  adapt.  It 
should  step  up  CDBG  over- 
sight, increase  enforcement, 
and  withhold  funds  where  it 
finds  repeated  abuses.  HUD 
may  also  need  to  boost  staff 
levels  in  its  local  offices, 
which  were  cut  significantly 
during  the  Reagan-Bush 
years.  "There  is  a  measure 
of  luck  when  we  find 
things,"  concedes  Dale  L. 
Chouteau,  regional  inspec- 
tor general  for  audit  in 
hud's  Chicago  office. 

During  the  1980s,  poverty  rolls 
swelled,  and  the  gap  between  rich  and 
poor  widened,  making  urban-develop- 
ment expenditures  even  more  critical. 
The  block  grant  program  is  a  good  one 
with  a  proven  record:  Its  funds  are  too 
precious  to  be  squandered  on  projects 
that  don't  directly  help  the  poor. 

The  message  is  clear.  Kemp  needs  to 
spend  less  time  proselytizing  on  con- 
servative causes  and  more  on  HUD's 
books.  As  for  Congress,  instead  of 
splashy  hearings,  how  about  some  judi- 
cious legislation  to  squeeze  the  pork 
out  of  the  block  grant  program? 
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One  year  ago 
we  created  a 
two  billion  dollar 
company 

out  of  tne  Blue. 


national  Business  Machines  Corporation  tn  the  U  S  and/or  other  countries,  and  is  used  under  license  Lexmark  is  a  trademark  ot  Lexmark  International, 


It's  little  wonder  that  the  company 
;d  Lexmark  International  has  had  an 
aordinary  first  year. 
After  all,  we  were  hardly  a  typical 
orate  newborn. 

Formed 
a  year  ago  from 
a  division  of 
IBM,  Lexmark 
began  life  as 
an  independent 

nark  designs,  numiifdctiires  ,  ,     .  , 

markets  IBM  txpewnters...  WOrldWldC 

company 

billion  dollars  strong,  with  more  ~ 
4000  highly  motivated  owner- 
loyees,  doing  business  in  over 
countries. 

4ot  exactly  an  average  start-up 
pany. 

fet  the  spirit  of  entrepreneur- 
drives  everything  Lexmark  does 
  We've  stream- 
lined ourselves, 
structuring  just 
four  levels  of 
management 
between  employ- 
ees and  the  CEO. 
We've  cut  over- 

4  offu  c  equipment  supplies...       hcad  aud  COStS, 


i 

i  { 

1 

...IBM  laser, 
and  dot  man 


while  improving  the  already-outstanding 
quality  of  everything  we  build. 

Newly  integrated  manufacturing  and 
development  teams  are  bringing  award- 
winning  products  to  market  faster,  under 
the  IBM  or  Lexmark  brands.  In  just  twelve 

months, we've   

added  thirteen  '^^SS^^^^*^^ 
new  models  to  our 

IBM  personal  and  keyhaards  and  other  input  devices. 

desktop  printer  family.  We've  enhanced  our 
IBM  typewriter  products,  introduced  four 
advanced  computer  keyboards,  extend- 
ed our  line  of  IBM  office  equipment 
supplies.  And  earned  plaudits  from 
product  reviewers  and  industry 
analysts  alike. 

But  the  praise  that  meant  the 
most  came  from  a  customer.  He  told 
us,'The  best  thing  about  your  new 
company  is  that  I  can  just  pick  up  the 
phone  and  call.  I  get  answers.  I  get  my  prob- 
lems solved.  And  I  get  back  to  business." 

Which  perfectly  describes  the  com- 
pany Lexmark  is  striving  to  be.  Nimble. 
Customer-driven.  A  large  company,  man- 
aged as  if  it  were  small. 

A  company  committed  to  making 
its  mark  by  helping  you  make  yours. 


mk-jet 
i.x  printers 


LEXM^VRK™ 

Make  Your  Mark 


e  Corporation 


STRATEGIES  I 


WILL  NISSAN  GET  IT 
RIGHT  THIS  TIME? 


After  a  decade  of  trouble,  the  carmaker  is  making  major  changes 


It  is  a  rainy  Sunday  afternoon  in  sub- 
urV)an  Tokyo,  and  82-year-old  Yutaka 
Katayama  is  engaging  in  one  of  his 
favorite  pastimes:  talking  about  Nissan 
Motor  Co.  Katayama,  the  man  who 
dragged  Nissan  into  the  U.  S.  and  made 
the  Datsun  brand  a  household  name  in 
the  1960s,  has  not  worked  for  the  car- 
maker since  he  was  muscled  out  as  head 
of  its  American  unit  in  1977.  But  he 
keeps  extremely  close  tabs  on  his  former 
employer,  poring  over  everything  writ- 
ten about  it  and  showing  up  in  the  audi- 


greatness.  With  the  sporty  Datsun  240Z 
defining  it  as  Japan's  most  exciting  car- 
maker, Nissan  surged  past  Volkswagen 
in  1975  as  the  No.  1  importer  to  the  U.  S. 
But  then  Nissan  lost  its  traction.  From 
1980  to  1991,  its  U.  S.  market  share  slid 
from  5.5' f  to  4.7"^'' — at  a  time  when  Ja- 
pan's overall  share  grew  from  17.7*^'  to 
28.5';.  In  the  year  ended  Mar.  31, 
Nissan  expects  pretax  profits  to 
have  dropped  50' to  a  paltry 
$615  million,  on  revenues  of 
$33  billion. 


ily  sedans  and  minivans.  And  do  the  J, 
anese  carefully  nurture  their  bra 


a  - 


names,  building  their  aura  slowly 
steadily  for  the  long  term?  Not  Niss 
Starting  with  a  misguided  name  chan 
in  1981,  a  series  of  marketing  misstt 
and  lurching  shifts  in  positioning  ha 
left  it  without  a  consistent  image. 
PRODUCTIVITY  LAG.  And  you  say  the  Ji 
anese  home  in  on  export  markets  w 
fierce  concentration?  That  they 
superefficient  manufacturers?  Tl' 
their  collaborative  style  makes  for  fi 
tion-free  management  and  pacif- 
ic labor  relations?  Not 
Nissan.  It  hasn't 


1968  Datsun  510, 
designed  for  the  U.S. 
market,  is  introduced 


THE  NISSAN 
STORY 


191 1  Kaishinsha  Automo- 
bile Factory  opens  its 
doors  in  Tokyo 


1914  Kaishinsha  pro- 
duces its  first  car,  the  Dot 

1958  The  company, 
by  now  renamed  Nissan 
Motor  Co.,  begins  export- 
ing the  Bluebird  to 
the  U.S. 


ence  whenever  a  new  product  is  intro- 
duced. Today,  relaxing  amid  a  collection 
of  American  memorabilia  in  his  Western- 
style  home,  he  does  nothing  to  hide  his 
disappointment  with  Nissan.  "They've 
got  to  whip  up  the  energy  again," 
Katayama  urges.  "Nissan  has  lost  its 
spirit." 

It  has  lost  a  lot  more  than  that.  Fif- 
teen years  ago,  Nissan  was  poised  for 


For  those  who  think  Ja- 
pan's carmakers  can  do  no 
wrong,  Nissan's  problems  will 
come  as  a  shock.  The  Japanese 
are  acute  judges  of  ever-shifting 
consumer   demands,    right?  Not 
Nissan:  It  hasn't  listened  carefully  to  its 
customers,   missing  changes   in  their 
needs  and  failing  to  produce  products 
for  vital  market  segments  such  as  fam- 
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1969  Datsun  240 
zooms  onto  the  scer\\ 


ouiih  attention  to  its  most  inipor- 
port  market,  the  U.  S.,  where  a 
:er  dealer  network  has  hurt  sales, 
[uality  remains  on  a  par  with  the 
its  peers,  Nissan's  productivity 
id  its  costs  are  high.  Having  all 
lored  the  vaunted  Japanese  con- 
management  approach,  it  has 
?d  distracting  internal  power 
les  and  labor  clashes, 
global  auto  slump  is  hurting  ev- 
of  course.  Even  mighty  Toyota 
Corp.  may  post  a  307-^  drop  in 
profits  in  the  year  ended  Mar.  31. 
ssan,  with  high  production  costs 
host  of  expensive  global  invest- 
ments, is  especially  vulnerable. 

With  its  profits  now 
skimpy,  Nissan 


must  scratch  to  come  up  with  the  funds 
it  needs  to  keep  investing  in  technology, 
new  products,  and  improved  marketing. 
To  avoid  falling  permanently  behind  its 
better-heeled  archrival,  Toyota,  Japan's 
No.  2  auto  maker  is  now  furiously  trying 
to  dig  itself  out  of  a  hole. 
NEW  SEDAN.  Nissan  has  begun  to  whip 
dealers  into  shape  in  the  key  American 
market  with  a  top-to-bottom  reorganiza- 
tion of  its  U.  S.  sales  and  marketing 
unit.  It  is  also  betting  heavily  on  new 
products.  Chief  among  them  is  the 
Altima,  a  new  sedan  that  will  probably 
sell  for  around  $14,000,  to  compete  with 
Honda  Motor  Co.'s  Accord  and  Toyota's 
Camry.  With  the  Altima,  Nissan  is  final- 
ly staking  a  claim  in  the  important  fam- 
ily-sedan segment.  Due  to  replace  the 
aging  Stanza  this  fall,  the  new  model 
was  drawn  up  in  Nissan's  San  Diego 
design  center  and  will  be  manufactured 
in  Tennessee. 
The  San  Diego  center,  headed  by  for- 
mer General  Motors  Corp.  designer 
Gerald  P.  Hirshberg,  designed  two 
other  important  new  vehicles  for 
Nissan.  The  J30,  a  $33,000  luxu- 
ry sedan,  hit  the  company's 
Infiniti    showrooms  last 


Nissan  hopes  to  shake  things  up  with 
a  switch  at  the  top  as  well.  Kume, 
70,  is  stepping  up  to  chairman  in  June, 
halfway  through  his  fourth  two-year 
term  as  president.  He  will  hand  the 
wheel  over  to  Yoshifumi  Tsuji,  64,  exec- 
utive vice-president  for  production  oper- 
ations (page  85).  Tsuji's  mission:  a  radi- 
cal cost-cutting  program  to  brighten 
Nissan's  bleak  financial  picture  and 
boost  productivity  by  107f  annually  for 
three  years. 

When  it  comes  to  the  U.  S.,  Nissan 
finally  seems  to  be  waking  up.  In  a  tacit 
acknowledgment  of  its  shaky  perfor- 
mance in  the  U.  S.,  Kume  for  the  first 
time  dispatched  two  directors  from 
Nissan's  46-man  board  to  the  States  last 
year.  An  expansion  of  its  Tennessee 
plant  will  give  Nissan  more  than  enough 
U.  S.  capacity.  And  the  three  U.  S.-de- 
signed  vehicles  demonstrate  that  head- 
quarters is  listening  to  American  prod- 
uct planners  at  last.  "Styling  will  give 
the  Altima  an  advantage  that  no  Stanza 
has  ever  had,"  says  George  Peterson,  a 
former  Nissan  product  planner  who  now 
heads  market  researcher  AutoPacific 
Group  in  Santa  Ana,  Calif. 

The  new  cars  have  put  Thomas  D. 


1989  Infiniti  luxury 
cars  make  their  debut 


1991  U.S.  car  and  truck 
sales  slump  to  584,000, 
lowest  since 


1992  New  sedan, 
known  as  Altima,  intro- 
d  to  U.S. 


month.  And  the  new  Quest 
minivan,  due  this  summer,  is 
Nissan's  third  attempt  to  crack 
that  lucrative  market.  "We're 
still  known  as  a  maker  of  small, 
cheap  cars"  in  the  U.  S.,  concedes 
President  Yutaka  Kume.  "Our  strategy 
is  to  go  more  upscale,  to  offer  more 
of  a  family  car.  We  want  to  change  our 
image." 


Mignanelli  in  an  exuberant  mood. 
Nissan's  U.  S.  sales  and  marketing  boss 
predicts  Altima  sales  will  eventually  top 
150,000,  triple  those  of  the  Stanza.'  The 
new  minivan  should  fill  its  showrooms 
with  .50,000  customers  that  Nissan  never 
saw  before.  More  important,  switching 
its  emphasis  from  the  cheaper  Sentra  to 
the  higher-margin  cars  ought  to  make 
Nissan  and  its  dealers  considerably  more 


npony  passes 
in  as  leading 
1  the  U.S. 


T»e  changed  in 
Datsun  to 
match  parent 
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profitable.  "All  of  a  sudden,  we'll  have 
gone  from  60'^'  low-end,  let's-make-a-deal 
cars  to  about  a  third,"  Mignanelli  says. 

Yet  that  doesn't  assure  Nissan  of  a 
turnaround.  Some  dealers  are  nervous 
about  the  sedans'  styling,  which  fea- 
tures a  controversial  trunk  line  that 
dives  sharply  toward  the  ground.  Tsuji's 
cost-cutting  plan  doesn't  come  with  any 
guarantees,  either.  In  Japan,  Nissan  has 
been  trying  to  get  it  together  since 
March,  1987,  when  it  launched  a  similar 
cost-shaving  campaign.  "It  takes  a  long 
time  for  a  supertanker  to  make  a  U- 
turn,"  warns  Kume.  "We've  only  gone 
about  90  degrees." 

For  a  company  still  90  degrees  askew, 
the  numbers  aren't  heartening.  With  op- 
erating results  barely  in  the  black, 
Nissan  will  have  to  rely  on  bank 
borrowing  to  keep  the  factories 
humming.  Next  year's  figures  will 
look  even  worse,  with  depreciation 
expenses  peaking  at  about  $1.28 
billion  and  auto  sales  still  ailing. 
Cost  cuts,  not  sales  growth,  is 
where  profits  will  come  from, 
notes  Steve  Usher,  auto  analyst 
for  Kleinwort  Benson  Internation- 
al Inc.  in  Tokyo.  "At  this  point,  it's 
their  only  choice." 

The  desperate  need  to  rein  in 
costs  must  seem  pretty  foreign  to 
Yutaka  Katayama,  the  man  who 
made  Nissan  click  in  America.  In 
1960,  he  set  out  for  the  U.  S.  with 
only  a  few  dollars  in  his  pocket 
and  a  gutless  box-on-wheels  called 
the  Datsun  210.  As  Nissan's  West 
Coast  rep,  he  would  drop  off  his 
one-liter  buggy  with  used-car  deal- 
ers, begging  them  to  sell  it.  He 
soon  collected  a  ragtag  band  of 
hungry  dealers,  taught  them  first- 
class  Japanese  service,  and  paid 
them  well.  Sales  skyrocketed  in 
1968,  when  the  1.6-liter  Datsun  510 
hit  the  docks,  followed  by  the 
jazzy  240Z  in  1969. 

More  than  anything,  the  1973  oil 
crisis  propelled  Nissan  to  new 
heights.  Its  small  cars  were  in 
place  just  as  frightened  Americans 
abandoned  their  gas-guzzlers.  But 
it  was  also  the  beginning  of  the 
end  for  Katayama,  who  had  long  been 
on  shaky  ground  with  Tokyo  because  of 
his  blunt  manner  and  his  un-Japanese 
habit  of  taking  personal  credit  for 
Nissan's  U.  S.  successes.  As  Tokyo  final- 
ly began  to  see  growth  opportunities  in 
the  U.  S.  market,  executives'  irritation 
grew.  Lacking  any  power  base, 
Katayama  was  recalled  to  Tokyo  in  1977 
and  retired  with  little  fanfare. 

Despite  its  early  promise,  Nissan  nev- 
er really  paid  enough  attention  to  the 
U.  S.  By  contrast,  Honda,  a  small  player 


at  home,  embraced  the  U.  S.  market  as 
its  own.  And  Toyota,  which  had  to  re- 
treat from  the  U.  S.  after  its  debut  in 
1958  with  a  shoddy  first  product,  the 
Crown,  later  plowed  enough  of  its  ample 
resources  into  North  America  to  become 
the  No.  1-selling  foreign-car  company 
there.  But  Nissan  lacked  the  finances 
and  the  commitment  to  go  all  out. 
SIGN  LANGUAGE.  Nissan's  lost  decade 
dawned  in  1981.  To  consolidate  the  com- 
pany's brands  worldwide,  a  headquar- 
ters edict  jettisoned  the  high-profile  Dat- 
sun brand  from  the  U.  S.  market  in 
favor  of  the  corporate  moniker.  The 
changeover  dragged  on  for  five  years, 
as  frustrated  dealers  stonewalled  the 
change  by  refusing  to  pay  for  new 


HISSAN  HAS  MISSED 
OUT  IN  THE  U.S. ... 


signs.  Once  drawn  to  Datsun  for  perfor- 
mance and  sportiness,  customers  be- 
came confused.  Many  thought  Nissan 
was  a  Toyota  subsidiary.  "Unfortunate- 
ly, the  Nissan  name  is  still  weak,"  Kume 
concedes. 

Although  Nissan  grabbed  headlines  in 
1980  as  the  first  Japanese  auto  maker 
with  plans  to  build  a  U.  S.  factory,  it  has 
been  dragging  its  feet  ever  since.  When 
the  Smyrna  (Tenn.)  plant  finally  opened 
in  1983,  it  was  a  year  behind  Honda's 
Marysville  (Ohio)  plant.  Huge  and  not 


terribly  well  laid  out,  the  Smyrna 
tory  was  far  more  expensive  as  well 
capacity  of  240,000  vehicles,  Nissaii  d 
$745  million.  Honda  shelled  out  t 
thirds  of  that  for  507^  more  capacity' 

By  the  tim.e  Nissan's  first  light 
Sentra  rolled  off  the  line  in  March,  II 
Honda  was  already  producing  117, 
cars  annually  in  the  U.  S.  Worse, 
though  Nissan's  U.  S.  sales  peaked 
831,000  that  year,  its  two  cheapest  m 
els  accounted  for  57%  of  the  volui 
Instead  of  moving  into  larger,  m 
profitable  family  sedans,  as  Honda  i 
later  Toyota  did,  Nissan  stuck  to  mak 
its  entry-level  pickup  and  Sentra. 

Because  Nissan  had  so  little  tro 
selling  to  Americans  in  the  early  '80i 
began  to  neglect  Katayama's  e; 
refrain:  "Mr.  Dealer,  you  are 
most  important  customer." 
1981,  when  the  U.S.  and  Jai 
agreed  to  limit  Japan's  yearly 
exports  to  the  U.  S.  to  1.68  mill 
units,  the  artificial  shorta  li^* 
swelled  profits  for  Japanese  m 
ufacturers.  Toyota  wisely  allo(  ■li 
ed  scarce  cars  as  an  incentive 
get  dealers  to  upgrade  service 
cilities  or  relocate  to  a  bet 
neighborhood.  It  also  invested 
its  U.  S.  sales  organization,  bu 
ing  it  to  the  point  where  it's  n 
larger  than  Ford  Motor  Co.'s 
Chrysler  Corp.'s.  Nissan  ins' 
invested  its  funds  in  its  Japan(| 
dealers,  many  of  which  wi 
floundering  as  Nissan's  marl 
share  fell. 

WEEDY  GARDEN.  Still  angry  o)l, 
the  name  change,  Nissan's  Angli- 
can dealers  resisted  its  attemptsjH 
cajole  them  into  improving  thi!» 
dealerships.  Unlike  Toyota,  Nissl 
didn't  weed  out  poorly  performiiif  a  n 
mom-and-pop  lots — where  bc| 
companies  got  their  start — in 
vor  of  professionally  manag 
megadealers.  "Nissan  drifted  w| 
into  the  1980s  before  it  started 
tively  managing  its  dealers,"  sa 
J.  Jesse  Snyder,  director  of  te| 
nology  and  planning  for  marlp 
researcher  AutoFacts  Inc.  ! 
To  make  matters  worse,  wh? 
the  numbers  headed  south,  Nissan  wS  ' 
stuck  with  too  many  dealers  for  f 
dwindling  sales.  While  it  has  nearly  > 
many  dealers  as  Toyota,  it  nov/  se; 
about  half  the  cars,  and  they're  enti 
level  vehicles  with  smaller  margins  > 
boot.  Gripes  one  dealer,  a  member  ' 
Nissan's  Dealer  Advisory  Council:  'f 
you're  competing  head-to-head  with*. 
Toyota  dealer  across  the  street,  yi 
can't  make  it." 

The  legacy  of  Nissan's  dealers!' 
woes  shows  up  in  J.  D.  Power  &  Ass 
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THE  OLD  FACTORY  HAND  WHO'S  TAKING  THE  WHEEL 


'oshifunii  Tsuji  will  never  forget 
that  glorious  day  last  July  at 
the  foot  of  Mount  Fuji.  It  was 
inual  golf  tournament  for  some 
ozen  top  Japanese  auto  execu- 
Fsuji,  executive  vice-president  of 
I  Motor  Corp.,  shot  his  first  hole- 
and  won  the  event  with  a  score 
Close  behind  in  second  place: 

0  Toyoda,  executive  vice-presi- 
f  archrival  Toyota  Motor  Corp. 

•,  Tsuji  must  try  to  beat  Toyota 
showroom — a  tougher  task.  Nis- 
esident  Yutaka  Kume  has  picked 
.0  succeed  him  in  June,  just  as 

at  Japan's  No.  2  carmaker  are 
ng  and  the  industry  is  in  a 
.  "We've  got  to  throw  our 
th  into  making  competitive  prod 
'hile  cutting  waste,"  says  Tsuji. 
n  extremely  difficult  problem." 
i,  64,  seems  fit  to  tackle  it.  Like 

he's  an  engineer.  He  also  has 
s  of  experience  on  the  shojj 
the  prime  target  of  Nissan's 
ound  efforts.  Most  of  Tsuji's  ca- 
is  been  spent  in  or  near  the  fac- 
pecializing  in  production  control, 
engineering,  and  product  plan- 
''Given  Nissan's  problems,  he's 
st  man  for  the  job,"  says  No- 
li Yoshida,  president  of  Automo- 
jsiness  Practice  Institute,  a  con- 
;y  in  Tokyo. 

executive  entrusted  with  Nis- 
uture  joined  the  company  practi- 
by  accident.  The  youngest  of 
children  whose  parents  ran  a  tra- 

1  Japanese  inn  on  the  southern 
of  Shikoku,  Tsuji  attended  an 
igh  school  and  dreamed  of  be- 

a  medical  doctor.  A  bout  with 
ulosis  set  him  back,  and  after 
the  entrance  exam  for  medicine 
top-ranked  University  of  Tokyo 
5ars  running,  he  took  the  engi- 
^  exam  and  passed.  He  concen- 
mainly  on  optical  equipment,  but 
aduation  he  wanted  to  build 
thing  that  moves,"  he  recalls. 
,  was  the  first  carmaker  to  ac- 
is  application. 

FINGERNAILS.  Tsuji's  thorough- 
:ombined  with  a  warm,  casual 
nor,  earned  him  quite  a  follow- 
the  factories.  Subordinates  de- 
him  as  frank,  fair,  and  a  good 
r.  Line  workers  wave  to  him 
he  walks  across  the  floor,  and 
)t  afraid  to  stop  and  get  his  fin- 
Is  dirty  checking  out  the  equip- 
He's  quick  with  a  grin — so,  even 
ited  debates  among  engineers, 
n  say:  'You  idiot!'  without  mak- 


ing you  angry,"  says  Kouichiro  Tohda, 
manager  of  Nissan's  Tochigi  plant, 
who  worked  under  Tsuji  when  he  held 
that  same  post. 

Tsuji  lives  with  his  wife,  Miyako,  in  a 
house  that  borders  a  quiet,  tree-lined 
stream  in  suburban  Tokyo.  They  have 
no  children.  Golf  dominates  his  week- 
ends, and  he  keeps  close  tabs  on  the 


of  experience  outside  the  factory  walls. 
"He's  a  great  engineer,  but  can  he  run 
a  business?"  asks  one  union  official  at 
Nissan.  Others  wonder  if  he's  too  nice 
a  guy  to  take  full  command.  But  Tsuji 
dismisses  such  concerns,  planning  to 
create  firm  guidelines  while  delegating 
the  functions  he's  shaky  on,  such  as 
sales,  to  those  who  know  best.  "That's 


TSUJI  IS  QUICK  WITH  A  GRIN- 
SO  EVEN  IN  HEATED  DEBATES, 
'HE  CAN  SAY  "YOU  IDIOT!" 
WITHOUT  MAKING  YOU 
ANGRY,' SAYS  A  TOP 
NISSAN  MANAGER 


Nissan  corporate  soccer  team  on  TV. 
Other  than  that,  "eating  is  what  I  do 
best,"  he  jokes  over  lunch — and 
reaches  for  another  helping  of  fried 
noodles.  Although  he  has  never  been 
posted  overseas,  Tsuji  studies  English 
with  a  tutor,  mostly  to  help  avoid  social 
gaffes. 

Some  critics  fret  about  Tsuji's  lack 


what  good  vice-presidents  are  for,"  he 
says. 

To  get  him  ready,  Tsuji's  handlers 
are  coaching  him  in  the  nitty-gritty  of 
his  new  job.  They  have  drafted  a  Nis- 
san crib  sheet  to  help  during  inter- 
views and  have  bought  him  a  pair  of 
lensless  glasses  for  facing  popping 
flashbulbs.  Occasionally,  Tsuji  feels  a 
bit  overwhelmed  by  the  scope  of  his 
new  tasks.  "It  takes  time  for  me  to 
gather  my  energy,"  he  confesses.  "My 
emotions  go  down  first,  then  up.  But 
I'm  told  I  shouldn't  say  that."  Luckily, 
he  gets  two  months  to  regroup  and 
think  through  his  plans  for  Nissan's 
future.  But  once  June  rolls  around, 
he'll  need  to  move  fast:  The  last  thing 
Nissan  needs  now  is  a  dawdler. 

By  Karen  Lowry  Miller  in  Tokyo 
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ciates  Inc.'s  sales  satis- 
faction index,  which 
polls  car  buyers  about 
how  well  they  liked 
their  dealers'  sales  and 
delivery  process.  Nis- 
san is  below  average, 
while  Toyota  and 
Honda  consistently 
rank  among  the  top  of 
the  pack.  Another  key 
indicator:  Last  year, 
only  207'  of  Nissan 
dealers  rated  the  com- 
pany's franchise  as  an 
excellent  financial  in- 
vestment, compared 
with  67%  of  Toyota 
dealers  and  73%  of 
Honda  dealers. 
SLOW  START.  One  rea- 
son for  Nissan  dealers' 
disgruntlement  is  the 
gaping  hole  in  the  car- 
maker's product  lineup. 
When  Honda  and  Toy- 
ota raced  into  the  bur- 
geoning family-sedan 
segment,  offering  Accords  and  Camrys 
to  aging,  less  fuel-conscious  Americans 
who  were  trading  in  their  tinier  Civics 
and  Corollas,  Nissan  never  heard  the 
starting  gun. 

Worse,  the  yen  had  shot  up  in  1985, 
making  imports  to  the  U.  S.  more  expen- 
sive and  less  profitable.  Nissan's  U.  S. 
profits  dried  up  overnight,  creating  an 
operating  loss  at  the  parent  company  in 
fiscal  1986.  Stuck  with  tired  old  models, 
Kazutoshi  Hagiwara,  president  of  the 
U.  S.  business  from  1986  to  1990,  concen- 
trated on  revamping  the  distribution  sys- 
tem. He  also  hired  former  Ford  sales 
executive  Mignanelli  to  help  clean  up 
and  eventually  take  over.  "Maybe  I  did 
not  harvest  enough,"  concedes  Hagi- 
wara, now  president  of  a  Nissan  car- 
electronics  subsidiary.  "But  the  right 
seeds  were  planted  for  the  future." 

Mostly,  though,  Nissan  sowed  confu- 
sion in  the  U.  S.  marketplace.  Ever  since 
the  name  change,  Nissan's  image  has 
been  a  moving  target.  Mignanelli  imme- 
diately fired  the  ad  agency  that  had  re- 
placed the  venerable  "Datsun — We  Are 
Driven"  campaigns  with  the  relatively 
insipid  "The  Name  is  Nissan."  He  hired 
the  hot  Los  Angeles  shop  Chiat/Day/ 
Mojo  Inc.  to  come  up  with  a  new  visage. 
Chiat/Day  delivered  the  1987  "Built  for 
the  Human  Race"  campaign,  featuring  a 
group  of.  yuppie  engineers  sitting 
around  discussing  why  people  buy  cars. 
Adweek  promptly  dubbed  them  the 
year's  worst  ads. 

What  followed  were  ads  portraying 
Nissan  as  a  company  that  builds  per- 
formance cars.  While  Datsun  had  earned 
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THE  NEW  CARS  HAVE  PUT 
THOMAS  MIGNANELLI  IN  AN 
EXUBERANT  MOOD.  THE  U.  S. 
SALES  AND  MARKETING  BOSS 
PREDICTS  ALTIMA  SALES  WILL 

EVENTUALLY  TOP  150,000, 
TRIPLE  THOSE  OF  THE  STANZA 


a  performance  image  with  its  Z-car,  that 
image  didn't  survive  the  name  change. 
And  some  critics  question  whether  a 
sporty  aura  is  appropriate  for  a  full-line, 
mainstream  carmaker.  Says  AutoFacts' 
Snyder:  "There  are  not  that  many  enthu- 
siasts out  there,  and  Mazda  is  doing  a 
good  job  of  reaching  them." 

Nissan  agrees,  and  it  has  ordered 
Chiat/Day  to  move  it 
back  into  the  main- 
stream with  ads  that 
stress  durability,  quali- 
ty, and  reliability — just 
like  Toyota  and  Honda. 
In  its  latest  TV  ads,  the 
upscale  Nissan  Maxi- 
ma now  sits  sedately 
behind  a  showroom 
window,  reveling  in  its 
safety  and  luxury  fea- 
tures, instead  of  racing 
to  get  the  boss  to  the 
boardroom  on  time. 
The  jury  is  still  out 
among  dealers.  "Nis- 
san needs  to  get  some- 
thing that  works  and 


stick  with  it, 
R.  E.  Cochran,  ex 
tive  vice-presideni  t''"^ 
No.  1  Cochran  Inc 
Butler  (Pa.)  dealer!^*!! 

The  image  of 
san's  luxury  Inf 
brand  has  been  in 
ever  since  its  1989 
but    with  ads 
showed  rocks 
trees,  but  no  cars 
has    always  tra 
Toyota's  Lexus  br 
launched  a  few  mo: 
earlier.  Last  year, 
aggressively  ad( 
three    new  mod 
Lexus  sped  past  I  lat; 
and  Mercedes-Bens 
sell  71,206  cars.  Inf 
sold  just  34,890. 
U.  S. -designed  Inf; 
J30  should  help:  It 
traditional  luxury  c 
^H^H   such  as  a  grille  anc  ias 
|HH   terior  wood  acce 

 "^"^^^1  that  Japanese  des 

ers  left  off  the  flagship  Q45  model.  ^ 
year,  they'll  be  added  to  a  restyled  (  inita's 

Much  of  the  blame  for  Nissan's  s 
ning  its  wheels  in  the  U.  S.  can  be  pla 
on  the   home  office.   At  the  t 
Katayama  cowed  it  into  the  Ameri 
market,  Nissan  was  being  run  by  a  (  fcve 
servative  former  banker  named  Kat 
Kawamata,  who  surrounded  himi 
with   yes-men   and  drew  ridicule 
putting  up  a  bust  of  himself  in  onAfripo; 
the  factories.  From  1977  to  1985,  fori 
accountant  Takashi  Ishihara  presic 
Ishihara's  domineering  style  contrib 
to    some    distracting  clashes 
Nissan's  hostile  Japanese  unions.  (| 
ative  energy  often  got  smothered 
well.  Instead  of  choosing  one  protot;,* 

%t! 
irjR  ' 


4  !tl( 


over  another,  Ishihara's  men  would  ivin,  [ 


ROLLER-COASTER 
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gle,  essentially  redesigning  by  comrji 
tee  and  squeezing  out  all  originality., 

SEXY  CURVES.  Kui;;, 
the  engineer  who  tr- 
over in  1985,  did  |s 
best  to  forge  consji- 
sus  and  loosen  up  Wrt 
had  become  a  stulf, 
faction-riddled  burei- 
cracy.  Most  importau 
he  made  one  enginl" 
solely  responsible  v 
each  car,  and  e 
0.  K.'d  the  sexJ- 
curves  and  riskier  ■ 
signs  that  have  gi\i 
Nissan  one  of  the  ^- 
dustry's  stronger  ci'- 
rent  portfolios,  f 
costs  remain  high,  ii 
inept  marketing  b 
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THE  CORPOR/PI 
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ume  is  relinquishinji;  the  (  KG  posi- 
accept  a  coveted  post  in  an  elite 
ic  organization  but  only  after  in- 

his  hand-picked  successor  to 
;e  Nissan's  turnaround. 
3  it  makes  sense  to  have  an  engi- 
nning  Nissan,  especially  one  well 
in  production  control,  the  news  of 
choice  took  many  by  surprise, 
lin  contender  was  thought  to  be 
izu  Hanawa,  58,  executive  vice- 
nt  for  international  business, 
people  lost  a  lot  of  money,"  con- 
one  insider,  who  says  the  few 
eked  Tsuji  in  the  headquarters 
pools  shared  at  least  $4,000. 
s  challenge  is  arguably  greatest 
J.  S.  The  company  has  just  invest- 
)  million  to  double  capacity  at 
,  to  450,000.  Sales  of  the  'new 
must  hit  100,000  fast  for  the 
)  operate  profitably,  yet  for  the 
e  years,  Nissan  has  sold  an  aver- 
)nly  50,000  a  year  of  the  Stanza  it 
3.  Another  bad  omen:  Sales  of  the 
d,  Japan's  version  of  the  Altima 
^d  last  fall,  haven't  been  as 

as  hoped.  From  January  to 
sales  fell  8.9%.  And  the  U.  S."  roll- 
nes  at  a  time  when  loyalties  to 
remain  weak.  In  the  first  quar- 
^ota's  sales  were  up  13.67(,  while 
gained  only  a  fraction  of  a  per- 

120,000  vehicles, 
anelli  thinks  he  has  the  answer: 

authority  for  decisions  to  the 
wo  years  ago  he  brought  in  Bos- 
isulting  Group  Inc.  to  help.  Start- 
h  a  pilot  program  in  Dallas,  he 

the  post  of  dealer-operations 
ir  (DOM) — someone  to  live  out  in 
imunities  as  an  adviser  to  a  small 
)f  dealers.  "He's  the  only  Nissan 
who  walks  in  the  dealer's  door," 
elli  says.  The  DOM  is  there  to  help 
decrease  their  fixed  costs,  im- 
ustomer  satisfaction,  and  develop 
vn  local  ads,  for  example, 
rs.  By  last  summer,  Mignanelli 
the  plan  was  working.  In  Octo- 

announced  that  Nissan  would 
of  its  11  regional  offices  and  roll 
rganization  out  to  the  remaining 
Mignanelli  was  a  long  way  from 
1.  In  January,  he  reorganized  the 
arters  staff  along  brand  manager 
la  Procter  &  Gamble  Co.,  instead 
tional  lines.  The  idea:  con- 
ng  marketing  responsibil- 
jach  model  under  one  per- 
id  on  Mar.  26,  the  final 
fter  moving  more  than  50 
out  of  headquarters  to 
jions,  he  cut  another  60 
im  the  home  office  in  Car- 
lif. 

in  Japan,  Tsuji  slashes 
as  he  describes  his  plan  to 
isan  back  on  track:  Cut 
mber  of  variations  per 


model,  slow  down  the 
model-change  cycle  to 
spread  out  development 
costs,  and  standardize 
as  many  parts  as  possi- 
ble. "Why  does  Japan 
need  20  kinds  of  steer- 
ing wheels?  Let's  be 
like  the  Germans  and 
offer  two,"  he  says.  On 
average,  a  Nissan  car 
will  share  407'  of  its 
parts  with  another  mod- 
el. Tsuji  is  aiming  to 
raise  that  to  557  in  the 
near  term.  He  also 
needs  to  cut  1,000  peo- 
ple, or  27'  of  the  line 
workers,  per  year  for 
the  next  three  years. 
And  500  temporaries, 
hired  in  the  boom  times 
of  the  late  1980s,  will  be 
laid  off  per  year. 

Tsuji's  rationalization 
efforts  will  cut  costs  by 
$770  million  a  year  by 
the  second  or  third  year 
of  the  program,  execu- 
tives say.  If  not,  profits 
will  continue  to  fall, 
withholding  precious 
funds  from  technologi- 
cal development.  "That 
means  falling  behind  in 
the  race,"  warns  Neal 
Doying,  auto  analyst 
for  Baring  Securities 
(Japan)  Ltd. 

TASTING  TRIUMPH.  Nissan's  bleak  decade 
offers  little  reason  to  expect  that  the 
carmaker  can  speed  to  the  forefront  this 
time  around.  But  there  are  places  where 
Nissan  has  tasted  triumph  recently.  One 
bright  spot  is  Western  Europe,  where  it 
got  in  early  and  managed  to  keep  its 
finger  on  the  consumer's  pulse.  Nissan 
was  the  first  Japanese  carmaker  to  open 
a  plant  in  Britain  in  1986. 

Its  initial  car  for  Europe  was  a  boxy, 
uninspiring  sedan  called  the  Bluebird — 
unrelated  to  the  Bluebird  back  in  Japan. 
When  sales  fizzed,  Nissan  quickly  re- 
grouped and  rolled  out  the  highly  popu- 
lar Primera  sedan,  sold  in  the  U.  S.  as 
the  Infiniti  G20.  Today,  Nissan  is  the 
Japanese  leader  in  European  passenger 


DESIGNING  MAN:  HIRSHBERG'S  TEAM  CREATED  THE  NEW  J30 


cars,  with  3.37  of  the  market,  or  297  of 
the  Japanese  share,  followed  by  Toyota 
with  2.77,  according  to  DRl/McGraw- 
Hill.  Nissan's  plant  in  Sunderland,  En- 
gland, assembled  124,000  Primeras  last 
year  and  will  double  capacity  to  300,000 
this  summer  to  make  the  Micra  minicar, 
while  Toyota  and  Honda  won't  open 
their  first  British  car  plants  until  later 
this  year. 

Now,  Nissan  hopes  to  score  a  similar 
feat  in  its  most  important  overseas  mar- 
ket. Mignanelli  won't  know  for  sure  if 
his  grass-roots  plan  works  until  the 
Altima  glistens  in  showrooms.  But  exec- 
utives make  no  secret  of  their  ambition 
to  leapfrog  the  Toyota  Camry  and  to 
displace  the  Honda  Accord  as  America's 
favorite  car.  "We're  No.  3  in  the  U.  S., 
but  we're  going  to  challenge  No. 
1,"  insists  Koichiro  Kawamura, 
chief  engineer  for  the  Altima  in 
Japan.  That  may  be  asking  too 
much,  at  least  for  the  short  term. 
But  after  a  decade  of  disappoint- 
ments and  failures,  at  least 
Nissan  is  finally  displaying  some 
fighting  spirit. 

By  Karen  Loicry  Miller  in  Tokyo 
II nd  Larry  Armstrong  in  Los 
Angeles,  with  James  B.  Treece  in 
Detroit,  and  bureau  reports 
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SAILING  I 


AMERICA'S  CUP:  TECHNOIOGY 
IS  THE  REAL  PRIZE 


Hundreds  of  companies  benefit  from  the  racing  teams'  innovations 


They  have  become  as  much  a  part  of 
the  America's  Cup  crews  as  the 
helmsmen  and  grinders  who  work 
the  boats.  Sitting  at  banks  of  computers 
on  converted  oil  tenders  that  follow  be- 
hind the  racing  sloops,  a  team  of 
"ETs" — data  analysts — keeps  tabs  on  a 
constant  stream  of  electronic  transmis- 
sions. Data  wired  from  sensors 
implanted  in  hulls  and  rigging 
measure  speed,  wind  velocity, 
and  sail  shape  as  the  74-foot 
America's  Cup  yachts  cut  across 
the  racecourse.  Not  long  after 
the  boats  have  tied  up  at  dock, 
reams  of  data  are  on  the  way  to 
engineers  at  Massachusetts  In- 
stitute of  Technology,  the  Mazda 
Motor  Corp.  design  center  in  To- 
kyo, and  elsewhere  throughout 
the  world. 

And  you  thought  the  Ameri- 
ca's Cup  races  off  the  coast  of 
San  Diego  were  just  about  rac- 
ing skill  and  national  pride?  "It's 
about  technology  and  money," 
says  three-time  winner  Dennis 
Conner.  And  as  competitors  from 
Italy,  France,  New  Zealand,  and 
the  U.  S.  sail  toward  the  May  !• 
start  of  the  America's  Cup  races, 
there  has  been  plenty  of  both. 
Spending  as  much  as  $60  million 
a  team — compared  with  a  top 
budget  of  a  mere  $5  million  just 
nine  years  ago — the  competition 
has  come  to  resemble  the  space 
race. 

LIQUID  CRYSTAL.  Scores  of  races 
will  be  run  before  the  winner  of  the 
ornate  silver  cup  is  decided.  But  it's  al- 
ready clear  that  the  victor  will  share 
bragging  rights  with  the  hundreds  of 
companies  that  make  up  the  $1.5  billion 
sailboat  business.  The  industry,  for  its 
part,  gets  to  use  the  races  as  its  re- 
search and  development  testbed.  "The 
boating  industry  gets  10  years  of  re- 
search accomplished  in  18  months,"  says 
Tom  McLaughlin,  sales  manager  at 
North  Sails  East,  which  has  so  far  sup- 
plied nearly  $2  million  worth  of  synthetic 
sails  to  America'*,  one  of  two  competing 
American  teams. 
As  the  141-year-old  Cup  competition 


has  increased  in  intensity,  so  too  has  the 
search  for  new  technologies  that  will 
give  competitors  an  edge.  The  improved 
sail  design  used  by  II  Moro  di  Venezia, 
the  Italian  challenger,  uses  patches  of 
liquid-crystal  material  developed  by 
Montedison,  the  Italian  chemical  compa- 
ny. The  liquid  crystal,  a  plastic-wrap-like 


SO  LONG,  WOOD  AND  CANVAS 

MATERIALS  Hulls  now  consist 
of  superstrong,  lightweight  car- 
bon strands  and  resin,  surround- 
ing a  waxy  cardboard  called 
Nomex.  The  end  result  is  far 
stronger  and  lighter  than  fiber- 
glass. Kevlar  sails  are  now  stan- 
dard, but  American's  sails  also  contain  liquid-crystal 
strands  that  give  the  sail  more  strength  in  heavy  winds 
Each  set  of  sails  costs  nearly  $  1 00,000 

COMPUTERS  AND  ELECTRONICS 

Microcameras  and  computers 
analyze  sail  and  mast  shape  and 
compare  them  to  optimal  shapes 
for  existing  wind  conditions.  An- 
other computer  linked  to  naviga- 
tional satellites  simulates  a  bird's-eye 
view  of  the  race  course.  The  competition's  boat  is  posi- 
tioned on  the  screen  by  shooting  a  laser  gun.  The  beam 
enables  the  computer  to  calculate  the  competition's  dis- 
tance and  speed  instantly  oak  bw 


film  derived  from  polypropylene  and 
laminated  onto  carbon-fiber  strands,  per- 
mits the  sail  more  strength  in  heavy 
winds  while  retaining  the  flexibility  it 
needs  in  lighter  conditions.  The  hull  of 
the  recently  eliminated  Japanese  boat 
was  perfected  using  wind  tunnels  and 
computer  analysis  techniques  used  to 


'The  boating  industry  gets  10 

years  of  research 
accomplished  in  18  months' 


test  the  Mazda  Miata.  The  carbon 
composite  material  used  in  the  hull; 
all  competitors  was  first  developed 
the  U.  S.  aerospace  industry. 

The  innovations  eventually  will 
their  way  to  the  boats  piloted  by  w 
end  sailors  around  the  world.  Yarr 
Corp.  plans  to  use  what  it  learns  i 
sponsoring  Japan's  Nippon  Challeng 
launch  a  new  line  of  sailboats.  Itj 
industrialist  Raul  Gardini  intends  t( 
the  same  with  data  he  will  gather  f 
the  Italian  boat  he's  underwriting 
ready,  Du  Font's  Kevlar,  first  use( 
the  1983  America's  Cup  races,  is 
used  by  most  sailmakers.  Onboard  c 
puters  that  are  used  to  pinpoint  v 
direction  have  migrated  from  the  cor 
tition  to  pleasure  craft.  Coming  S' 
Carbon-fiber  masts,  spars,  and  fittip 
promise  to  lighten  pleasure  c  t: 
to  the  point  where  keels  cani*. 
made  lighter  and  shorter,  i 
abling  large  boats  to  sail  sa  ji 
in  shallow  waters. 
OVERKILL.  The  technological  s  ii 
offs  don't  stop  there.  A  group! 
Japanese  companies  contribiil 
$15  million  worth  of  knowlji 
and  materials  to  their  nati(i 
entry.  Likewise,  a  consortiun^ 
U.  S.     companies,  includ|. 
Boeing  Co.  and  Cray  Reseal 
Inc.,  have  supplied  the  Id 
American  teams  with  millionju 
dollars  worth  of  wind-tunnel  io 
computer  time.  Science  Appk- 
tions  International  Corp.,  a  hi 
Diego  defense  contractor,  £ 
also  provided  software  and  co- 
puter-modeling  expertise  to  e 
American  teams  in  return  r 
data  it  hopes  will  help  imprc 
designs   for  submarines  ii 
barges.  "There's  a  lot  of  c(ti 
monality  between  the  Americs 
Cup  and  what  could  be  usefu  ri 
commercial  shipping  and  1? 
Navy,"  says  SAI  ship  desigir. 
Karl  Kirkman. 
But  deep  pockets  and  newf - 
gled  technology  can't  ensure  succt. 
"It's  still  the  keen  eye  of  the  sailor,  m)- 
looks  up  the  course  and  makes  his  dc: 
sion  by  the  way  the  wind  looks  on  i;i 
water  and  how  the  birds  are  flying,  tlti 
wins  the  race,"  says  McLaughl. 
Conner,  with  less  money  but  more  s  - 
ing  smarts  than  his  competitors,  is  st- 
ing a  comeback.  And  the  futuristic  Ja  - 
nese  boat  faded  after  a  strong  start.  Si 
problem:   cutting-edge   gear  that  i}i 
pushed  past  its  limits.  In  recent  da;,' 
when  winds  picked  up  and  seas  A 
rough,  both  a  composite  rudder  andi 
carbon-fiber  boom  snapped. 

By  Eric  Schine  in  San  Di 
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On  a  summer  evening  in  Scotland 
you  can  play  golf  'til  well  past  ten. 

But  please  be  advised,  your  round 
must  come  to  a  halt  while  the 
groundskeepers  take  their  dinner  break. 

Taste  the  true  flavor  of  Scotland, 


I  ,,,,,,  Pbhth'^^ 

L       -  SCOTLAND  ^ 


'EWAR^S   S  col 


COMPETITIVENESS! 


A  THINK  TANK  FOR,  ER. 
'COMPETITIVENESS' 


Washington's  mandate:  Analyze,  but  steer  clear  of  industrial  policy 


It  wasn't  just  hubris  that  made  Ian 
Ross  think  the  Reagan  and  Bush  Ad- 
ministrations might  want  to  discuss 
U.  S.  competitiveness  with  him.  As  presi- 
dent of  AT&T  Bell  Laboratories,  Ross  had 
an  unmatched  view  of  U.  S.  industry's 
technological  prowess  and  problems. 
And  his  Japanese  counterparts  regularly 
powwow  with  their  Ministry  of  Interna- 
tional Trade  &  Industry  (MITl).  Yet  dur- 


tute  will  provide  the  Administration  with 
detailed  strategies  for  boosting  U.  S. 
competitiveness  in  everything  from  high- 
tech materials  to  machine  tools.  If  it 
works — a  giant  if — the  institute  will  give 
business  a  crucial  voice  in  federal  R&D 
decisions.  "Business  thinks  this  is  vitally 
important,"  says  Daniel  F.  Burton  Jr., 
executive  vice-president  of  the  industry- 
led  Council  on  Competitiveness. 


FEDERAL  SPENDING 
ON  CIVILIAN  R&D 


82       84       86       88  90 
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ai  WILL  PLAN  WAYS 
TO  REGAIN  THE  LEAD 
IN  MACHINE  TOOLS 


ing  Ross's  recently  ended  12-year  tenure 
at  Bell  Labs,  "no  one  in  the  Administra- 
tion ever  called  me  up,"  he  says. 

To  Ross  and  many  others,  this  gulf 
between  corporate  researchers  and  the 
government  is  a  key  reason  for  Ameri- 
ca's increasing  vulnerability  in  high  tech. 
Uncle  Sam  doles  out  more  than  $30  bil- 
lion in  nondefense  research  and  develop- 
ment money  each  year,  much  of  it  aimed 
at  making  scientific  and  technological 
leaps.  Yet  spending  decisions  are  largely 
made  without  consulting  the  industry 
leaders  who  are  struggling  to  turn  ad- 
vances into  products.  The  result,  argues 
Senator  Jeff  Bingaman  (D-N.  M.),  is  a 
sadly  small  bang  for  the  federal  buck. 
"We  need  to  make  better  connections 
between  the  federal  research  enterprise 
and  the  industrial  sector,"  he  says. 

Now,  a  new  federally  funded  policy 
group  called  the  Critical  Technologies 
Institute  may  offer  a  way  to  connect. 
Scheduled  to  start  up  this  month  with  a 
$7.6  million  two-year  budget,  the  insti- 


The  institute  is  evidence  of  a  new  step 
in  the  Bush  Administration's  delicate 
R&D  dance.  From  the  start,  top  White 
House  officials  such  as  Budget  Director 
Richard  G.  Darman  and  former  Chief  of 
Staff  John  H.  Sununu  vehemently  op- 
posed "industrial  policy" — picking  win- 
ners and  losers  among  companies,  indus- 
tries, or  technologies. 
GENERIC  R&D.  But  Others  in  the  Adminis- 
tration advocated  stronger  support  for 
commercially  important  research.  They 
argued  that  Washington  should  bankroll 
what  they  began  calling  "precompeti- 
tive"  or  "generic"  technologies  that  cut 
across  many  industries.  There's  a  slim 
difference  between  this  and  industrial 
policy,  and  the  new  terminology  was  "an 
artifice  to  keep  us  from  being  de- 
stroyed," recalls  Thomas  J.  Murrin,  a 
former  Deputy  Commerce  Secretary. 
The  strategy  worked.  In  its  1992  budget, 
the  Bush  Administration  added  $149  mil- 
lion for  an  initiative  in  generic  high-per- 
formance computing. 


Still,  the  Administration  recoiled  fin 
anointing  other  technologies.  It  ad- 
disclaimers  when  the  Commerce  Di 
and  White  House  science  adviser  D. 
Ian  Bromley  issued  reports  listing 
areas  such  as  ceramics  and  moleci 
biology.  And  after  Bingaman  pus 
legislation  through  Congress  creat 
the  Critical  Technologies  Institute, 
White  House  nixed  the  idea  last  si 
mer.  "There  was  a  philosophical  dif: 
ence,"  says  Eugene  Wong,  associate 
rector  for  industrial  technology  in 
White   House   science  office. 
thought  funding  should  be  based  on  1 
eral  need"  rather  than  other  criteria, 
Bingaman  persisted,  however, 
meetings  last  fall,  he  convinced  Dam 
and  other  officials  the  institute  wasn' 
Trojan  horse  for  industrial  policy.  '. 
White  House  reversed  itself  and  tosi 
in  an  extra  $1  million  for  the  1993  b' 
get.   "There's  been 
change  in  policy,"  insij 
Robert  M.  White,  Cd 
merce  Under  Secretj,' 
for  technology.  "But  te 
Administration  rec(- 
nizes  that  it  has  to  i 
more  and  is  looking  r 
ways  within  its  ideolo|- 
cal  boundaries."  j 

HONING  THE  EDGE.  In  t  j- 

ory,  the  Critical  Techrj- 
ogies  Institute  will 
vide  a  new  depth  i 
analysis  for  governme. 
Its  first  task,  for  exa(- 
ple,  is  producing  a  reptjt 
on  machine  tools.  U.L 
companies  invented  C0|- 
puter-controlled  machip 
tools,  but  only  30';^'  of  small  Americji 
manufacturers  use  them,  vs.  70%  of  J:- 
anese  companies.  At  the  same  time,  ti! 
U.  S.  is  losing  its  lead  in  cutting-edp 
tools.  The  institute  will  examine  sut 
possible  strategies  as  government  loati 
to  spur  technology  diffusion  and  indif 
try  consortiums  to  boost  research. 

Will  anyone  listen?  There  are  serio; 
doubts.  To  get  White  House  approv, 
Bingaman  agreed  to  let  the  institute  ■ 
run  as  a  federal  entity  administered 
an  outside  think  tank,  which  will  be  el- 
sen  shortly.  This  hurts  the  chances  th 
its  analyses  will  be  taken  seriously.  E 
yond  that,  the  institute's  board  has 
industry  members — to  avoid  conflicts 
interest — though  the  plan  is  to  consi 
business  at  every  turn.  This  step  is  ci 
cial.  "Without  powerful  industry  inpi 
the  institute  will  be  worth  nothing 
Ross  says.  Still,  at  least  now  there's 
forum  in  which  he  and  his  colleagu 
can  finally  make  themselves  heard. 

By  John  Carey  in  WashingU 
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CYCLICAL  STOCKS  COULD  LEAD  THE  WAY  IN  1992 


v 


Investing 
For  An  Economic 
Recovery? 

When  the  economy  recovers,  cyclical  stocks  could  benefit.  And,  Fidelity  Select 
Portfolios  offers  active  investors  a  variety  of  industry  sector  portfolios  that  specialize 
in  cyclical  industries. 


Select  Air  Transportation 
Portfolio  invests  in  companies  world- 
wide engaged  in  the  movement  of 
passengers,  mail  and  freight  via 
aircraft. 

Select  Construction  and  Housing 
PortfoUo  invests  in  companies  that 
design  and  build  all  types  of  structures 
plus  companies  that  sell  to  the  con- 
struction industry 


Select  Automotive  Portfolio  invests 
in  companies  which  manufacture, 
market  or  sell  automobiles,  trucks, 
specialty  veliicles,  parts,  tires,  and 
related  services. 

Select  Industrial  Materials 
Portfolio  invests  in  companies  wliich 
mine,  process  or  distribute  a  wide  range 
of  raw  materials  and  intermediate  goods 
used  in  the  industrial  sector. 


Fidelity  Select  Portfolios  lets  you  target  the  industry  sector(s)  where  you  think  there  may  be  the 
greatest  growth  opportunity-without  having  to  choose  the  individual  stocks.  Of  course,  share  prices 
will  fluctuate  and  mav  be  more  volatile  than  stock  funds  that  invest  across  manv  industries.  Start  with 
$2,500,  $500  for  IRAs. 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


Fidelity 


Inuestments 


® 


Common  sense.  Uncommon  results. 

CODE:  BW/SEL/042092 

For  more  complete  information  about  Fidelity  Select  Portfolios,  inclndinj;  manai;ement  fees,  expenses  and  the  fund's  3".,  sales  charge,  call  or  write  for 
a  free  |)rospectus  Please  read  it  carefully  before  you  invest  or  send  money  Fidelity  Distributors  Corporation,  PO,  Box  (idOhltS,  Dallas,  TX  ~S2(i(vO(i03 


The  affordable  power  s 


lntei486~CPV  Perfoi 

Running  EteellOfor  Window 


Today's  user-friendly  software  demands  a 
lot  of  power  to  really  be  friendly.  And 
now  you  can  give  it  the  Intel486™  power 
it  needs  for  a  friendly  price. 
With  an  Intel486  microprocessor  inside,  you  can  take 
full  advantage  of  today  s  graphical  software.  In  fact, 

l„.el486.  ,486.  ,386  and  ,he  Intel  lns,de  logo  are  trademarks  of  Intel  Corporatton.  ©1 W2  Intel  Corporation.  The  chart  ,s  Byte  Maga/me 
•All  product  names  are  trademarks  of  their  respective  manufacturers. 


where  other  systems  get  bogged  do\% 
like  running  multiple  Windows'  app^-a 
tions  simultaneously,  the  Intel486  CtJ 
powers  through  these  kinds  of  challeg- 
ing  operations  easily. 

Plus,  the  Intel486  CPU  will  keep  ; 

s  Excel  3.0  for  Windows  benchmark.  M 


;  for  today's 

ting  the  power  you  need  beyond  today.  Because 
xt  generation  of  operating  system  software — like 
)ws  NT;  OS/2:  Solaris*  and  NextStep/486  — also 
he  power  of  the  i486  CPU. 
jady  to  get  the  most  out  of  your  windowing  soft- 
Then  call  (800)  228-4549  for  a  free  brochure  on  the 


software. 


new  standard  in  desktop  computing — the  hitel486  family. 
And  plug  your  software  into  a  real  power  source. 


in1el» 

The  Computer  Inside." 


evelopments  to  Watc 


EDITED  BY  SUNITA  WADEKAR  BHARGAVA 

THIS  CONTACT  LENS  IS  A  SIGHT 
FOR  SORE  CORNEAS 


About  40,000  Ameri- 
cans a  year  have 
such  badly  damaged  cor- 
neas that  they  require 
expensive  corneal  trans- 
plants to  restore  their  vi- 
sion. Now,  researchers 
have  fashioned  a  contact 
lens  that  could  provide  a 
cheaper  alternative. 

The  key,  says  ophthal- 
mologist Perry  Rosen- 
thal, a  Har\"ard  profes- 
sor and  founder  of 
Polymer  Technology 
Corp..  a  Bausch  &  Lomb  subsidiary  in  Wilmington,  Mass.,  is 
using  oxygen-permeable  plastic  to  improve  on  the  so-called 
scleral  lens.  Previous  attempts  to  develop  the  lens  failed  be- 
cause the  materials  used  suffocated  the  cornea,  often  causing 
infection  and  discomfort.  Unlike  a  conventional  rigid  gas-per- 
meable lens,  which  is  dime-size  and  sits  on  the  cornea,  the 
quarter-size  lens  rests  on  the  sclera,  or  white  part  of  the  eye. 
It  vaults  the  cornea,  creating  a  space  that  is  filled  with  artifi- 
cial tears,  which  smooth  out  a  damaged  cornea's  irregular 
surface  and  restore  its  optical  integrity.  The  lenses,  now  await- 
ing FDA  approval,  could  cost  as  much  as  SI. 000  each. 


FOR  THE  CASH-STRAPPED  RETAILER, 
THE  'POOR  MAN'S  ATM' 


Ever  found  yourself  short  of  cash  while  in  line  at  a  conve- 
nience store  or  fast-food  restaurant?  Tidel  Engineering 
Inc.  in  Carrollton,  Tex.,  hopes  to  put  a  stop  to  those  frantic 
searches  for  the  nearest  cash  machine.  The  company  is  rolling 
out  what  it  calls  a  "poor  man's  ATSl"  that  could  make  automat- 
ed-teller machines  affordable  for  almost  any  retailer. 

Tidel  has  been  making  electronically  controlled,  time-delayed 
safes  since  1978  to  help  protect  convenience  stores  and  other 
small  outlets  from  holdups.  Now.  Tidel  is  marrjing  a  new 
version  of  its  safe  with  a  card  reader,  modem,  and  other 
equipment  needed  to  handle  at.m  transactions  using  any  major 
credit  or  bank  card.  When  customers  enter  an  identification 
number  to  make  a  withdrawal  from  Tidel's  AnyCard  Cash 
System,  they  receive  not  cash  but  a  ticket  authorizing  the 
withdrawal.  A  clerk  behind  the  counter  then  punches  the  au- 
thorization number  on  the  ticket  into  the  safe's  control  unit  to 
dispense  the  cash  from  the  safe.  Tidel's  system  costs  about 
SS.OOO.  or  half  the  price  of  the  cheapest  .A.TM  on  the  market, 
says  Patrick  M.  Martin,  senior  vicepresident  for  marketing. 


THE  CHIP  RACE:  A  U.S.  UPSTART 
TRIES  A  LITTLE  SLENDERNESS 


An  through  the  19S0s.  Japanese  conglomerates  ruled  the 
roost  in  semiconductor  manufacturing  technology.  But 
now  a  comparatively  small  U.  S.  company.  LSI  Logic  Corp..  has 
come  up  with  a  process  to  bring  to  market  powerful  computer 
chips  with  the  thinnest  circuit  lines  yet — only  0.6  micron  wide, 
or  •/5,)o  the  width  of  a  whisker. 
Tinier  circuit  lines  allow  more  transistors  to  be  jammed  onto 


a  given  chip,  for  greater  power  and  versatility.  LSl's  achi 
ment  is  especially  notable  because  the  company  specializ€ 
custom-made  chips  that  form  the  core  of  products  ranj 
from  camcorders  to  workstations.  Until  now,  the  skinr 
circuits  have  always  shown  up  first  on  memory  chips,  w 
have  much  simpler  designs.  But  the  thinnest  memory  circ 
are  0.65  micron,  and  most  come  in  at  0.75  or  bigger. 

LSI  boosted  R&D  spending  34^f  in  1991  and  relied  heavil; 
computer  simulation  of  manufacturing  processes  to  cut  d( 
opment  time  and  come  up  with  new  ways  to  etch  circuits 


THE  NEW  MATH  FOR  COMPUTING 
AIR  FLOW 


One  of  the  hardest  tasks  for  a  supercomputer  is  to  si 
late  gas  or  fluid  flow — predicting,  for  instance,  how 
will  flow  around  a  new  car  body,  or  the  way  oil  flows  thro 
a  pipeline.  The  conventional  approach  is  to  describe 
curves  with  differential  equations  based  on  standard  calci 
then  solve  the  complicated  equations  by  computer.  Bui 
digital  creatures,  computers  are  notoriously  inept  at  estii 
ing  the  solution  to  equations  that  describe  sm.ooth  cur\-es 
One  researcher  at  Massachusetts  Institute  of  Technoi 
thinks  he  has  a  better  solution:  Get  rid  of  the  differei 
equations.  Associate  Professor  Kim  Molvig  has  invented  a 
type  of  mathematics  that  he  calls  Aerodynamica.  This 
proach  divides  a  volume  of  gas,  such  as  air  in  a  wind  tur 
into  a  three-dimensional  grid  of  tiny  particles,  then  simul, 
the  flow  of  air  molecules  with  statistical  equations.  Molvi 
so  sure  this  is  easier  math  for  computers  to  solve  that 
tiying  to  raise  nearly  SIO  million  in  venture  capital  and 
fense  Dept.  grants  to  create  a  new  supercomputer  compai 
Exa  Corp. — in  Cambridge.  Mass.  It  will  build  supercompu 
specifically  designed  to  run  Aerodynamica  software.  It 
also  design  a  chip  that  is  adept  at  the  new  math  and  licen! 
to  other  companies. 


y 


TAKE  A  LITTLE  GRIT,  ADD  ASPHALT,  I 
AND  PAVE  YOURSELF  A  ROAD 

naval  ships  and  sub- 
marines are  usually 
sandblasted  to  give  their 
outsides  a  thorough 
cleaning,  a  process  that 
leaves  in  its  wake  thou- 
sands of  tons  of  grit. 
Finding  landfill  space  to 
dispose  of  the  sand  is 
enough  of  a  problem. 
But  the  grit  also  con- 
tains paint  and  copper- 
based  compounds  that  in 
California,  at  least,  are 
considered  hazardous 
wastes.  That  means  they  require  special  handling.  { 
Now.  scientists  at  Battelle  Memorial  Institute  have  a  njet 
solution:  Instead  of  bur\"ing  the  grit.  mLx  it  with  aspha'-' 
which  normally  contains  sand — and  build  roads.  Accordinja 
researcher  Jeff  Means,  the  mixing  process  dilutes  and  eni^ 
sulates  the  sandblasting  residue,  rendering  it  practically  inA 
uous.  The  grit-recycling  project  was  begim  in  1988  when  N» 
Civil  Engineering  Laboratories  in  Port  Hueneme.  Calif.,  as!s[ 
Battelle  to  test  the  process.  So  far.  researchers  have  fo^C 
that  the  asphalt  complies  with  environmental  regulations.  ^ 
next  step  is  to  test  its  long-term  stabilitv".  , 
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h  NEEDS  A  NEW  NETWORK 
m  NOT  TOO  NEW 


t  update  its  18-year-old  SNA  without  alienating  customers 


ighty  IBM  may  have  its  share  of 
problems,  but  the  one  in  data 

[networking  is  one  that  most  of 

letitors  would  kill  for.  Fully  629' 

irgest  U.  S.  companies  use  IBM's 
Network  Architecture  (SNA)  as 

lary  method  for  tying  their  com- 

together,  accord- 

usiness  Research 

1  Newton,  Mass. 

ys  there  are  more 

),000  data  net- 

uilt  on  SK.A.  They 

line  reservation 

,  transfer  funds, 

rdinate  vital  cor- 

unctions  from  in- 
to payroll.  Says 

aical  customer, 

rrity,  director  of 

ed  data  commu- 

;  at  Litton  Indus- 


c:  SNA  IS  our 
id  butter." 
ws.  Here's  the 
i:  The  original 
sprint  is  showing 
iter  18  years,  de- 
ny improvements 
e  way.  IBM  needs 
1  its  networking 
gy  into  the  1990s 
jare  for  the  turn 
mtury,  when  net- 
will  blast  text, 
d  video  at  rates 
lion  bits  per  second  (table).  But 
a  delicate  balance  to  strike. 
M  must  satisfy  cutting-edge  cus- 
vith  new  products  for  high-speed 
dia  communications,  it  can't  al- 
so radically  that  existing  net- 
re  rendered  obsolete. 


The  job  of  fitting  new  onto  old  grace- 
fully falls  to  Ellen  M.  Hancock,  vice- 
president  and  general  manager  of  IBM 
Networking  Systems.  "There  are  trade- 
offs, clearly,"  says  Hancock.  "If  you 
started  from  a  totally  clean  slate,  cer- 
tainly you  could  get  to  market  faster." 


Still,  she's  driving  her  $5  billion,  12,000- 
employee  line  of  business  to  hurry  new 
technology  to  market  by  speeding  up 
software  development,  delegating  au- 
thority to  seven  semi-independent  busi- 
nesses, and  market-testing  new  technol- 
ogies even  before  their  roles  in  IBM's 


strategic  plan  have  been  fleshed  out 
IBM  can't  afford  to  take  its  time.  That's 
the  mistake  it  made  in  the  1980s.  With 
SNA,  IBM  dominated  nets  built  around 
mainframes.  But  it  underestimated  the 
enormous  demand  for  personal  comput- 
ers and  for  software  that  ties  them  to- 
gether in  local-area  networks  that  work 
independently  of  mainframes.  SNA  was 
designed  for  a  pre-PC  era  when  main- 
frames ran  "dumb"  terminals  that  could 
do  no  processing  on  their  own.  IBM's  late 
start  in  local  networks  of  PCs  led  to  oth- 
er missed  opportunities,  among  them  the 
now-hot  market  for  systems  that  inter- 
connect local-area  networks.  Such  com- 
panies as  Cisco  Systems,  Wellfleet,  and 
Cabletron  Systems  are  growing  quickly 
by  selling  hardware  and  software  for 
large-scale  PC  internet- 
works that  rival  main- 
frame setups. 
PEER  PESSURE.  To  play 
catch-up  and  show  cus- 
tomers where  it's  headed, 
IBM  in  March  made  what 
it  called  its  most  impor- 
tant networking  an- 
nouncement since  1974. 
Big  Blue  said  it  will  take 
a  much  more  aggressive 
approach  to  Advanced 
Peer-to-Peer  Networking 
(API'N),  an  extension  of 
SNA  that  reduces  depen- 
dence on  mainframes. 
New  APPN  software  due 
out  next  year  will  make 
mainframes  work  as 
equals  with  other  net- 
work devices — even  PCs. 
That  will  make  it  far  easi- 
er for  PCs  to  get  at  main- 
frame data.  And  the  com- 
pany already  is  getting 
plaudits  for  its  first  rout- 
er, a  special  computer 
that  connects  different 


brands  of  local-area  networks.  Called  the 
6611  Network  Processor,  it's  slated  for 
shipment  in  June. 

The  most  important  products  are  still 
percolating  in  the  labs.  IBM  scientists 
and  engineers  are  working  on  a  device 
called  Planet  that  can  switch  10  million 


RAISING  THE  DATA  SPEED  LIMITS 


1957 


r&T  MODEM 
s  per  sec- 

ir  transmitting 
er  data  over 


1974 


AT&T  209A  MODEM 
9,600  bits  per  sec- 
ond. The  speed  at 
which  mainframes 
sent  long-distance 
data  in  original  SNA 


1985 


IBM  TOKEN  RING 
4  million  bits  per 
second.  For  local- 
area  networks  of 
personal  computers 


1990 


FIBER  DISTRIBUTED 
DATA  INTERFACE 
100  million  bits  per 
second.  To  connect 
local-area  networks 
between  offices 


1998 


SONET  622  million 
bits  per  second.  For 

voice  and  data  con- 
nections over  public 
fiber-optic  networks 


GIGABIT  LOCAL  NET- 
WORKS 10  billion 
bits  per  second.  For 

all  kinds  of  informa- 
tion, including  3-D 
moving  images 
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packets — or  about  300,000  pages — of  in- 
formation per  second.  That's  150  times 
as  fast  as  today's  fastest  router  and 
gives  IBM  the  hardware  it  needs  to  han- 
dle the  high-quality  video  and  graphics 
that  will  be  commonplace  on  the  net- 
works of  the  future.  But  today's  SNA 
can't  take  advantage  of  the  full  speed  of 
Planet,  so  it  could  languish  unless  IBM 
raises  the  .SNA  speed  limit — quickly. 

This  time  around,  IBM  scientists  prom- 
ise not  to  let  network  architecture  be  an 
obstacle.  So  they  are  moving  forward 
with  Planet  development  even  before 
network  designers  have  detailed  how  ev- 
ery device  will  connect  to  it.  Says  Alan 
E.  Baratz,  director  of  high-performance 
computing  and  communications  at  IBM's 
multimedia  unit  in  Hawthorne,  N.  Y., 
one  of  those  pushing  the  pace:  "We 
want  to  make  sure  that  technologies 
that  we  understand  better  than  anybody 
else  get  used  in  tlie  marketplace." 

The  only  way  to  do  that  is  to  get 
products  out  faster.  "We  realize  that  the 
time  we  can  take  to  get  to  market  is 
decreasing  dramatically,"  says  Hancock. 
She  says  IBM  plans  to  try  Planet  out  on 
its  internal  network  by  the  end  of  the 
year,  even  though  it's  still  a  prototyi)e. 
'FREEZE  TACTIC  Skeptics  still  are  waiting 
to  see  a  new,  fleet-footed  IBM.  They've 
heard  pitches  about  new  architecture  be- 
fore. "Unfortunately,  they  don't  get  paid 
per  pound  of  architecture,  or  their  stock 
would  be  going  up,  not  down,"  says 
Robin  Layland,  engineering  consultant 
in  charge  of  network  architecture  at 
Travelers  Corp.  Litton's  Garrity  is  equal- 
ly dubious.  "This  [appn  announcement] 
is  a  freeze  tactic  to  get  you  to  not  make 
a  decision,"  he  argues.  "My  biggest 
question  is,  are  they  really  going  to  be 
able  to  deliver  a  usable  product?" 

They  sure  will,  if  Hancock  has  any- 
thing to  say  about  it.  As  the  world  goes 
digital,  boundaries  between  computers, 
communications,  and  media  are  blurring. 
Hancock  wants  to  offer  products  for  all 
three.  Sure,  those  50,000  SNA  networks 
may  be  a  lot  of  baggage  to  carry  into 
the  future.  But  they  also  give  IBM  some 
im|)ortant  advantages,  notably  detailed 
insight  into  how  the  world's  largest  cor- 
porations and  organizations  want  to 
move  information  at  gigabit  speeds. 

In  the  next  century,  such  turbo- 
charged  rates  will  be  routine.  While  IBM 
has  to  retool  its  network  designs  for 
that  era,  so  do  its  competitors.  And  de- 
spite its  recent  sett)acks,  IBM  still  spends 
$6.6  billion  annually  for  research,  devel- 
opment, and  engineering.  Says  Travel- 
ers' Layland:  "It's  like  a  roulette  table: 
They  can  afford  to  place  a  bet  on  every 
number."  The  trick  is  persuading  cus- 
tomers to  wait  while  the  wheel  spins. 

By  Peter  Coy  iyi  Hawthorne,  N.  Y. 
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FORMER  SUB  COMMANDER  EUBANKS  TRACKS  DOWN  THE  BEST  BUYS  ON  THE  SOFTWARE  HORI 


THIS  BOSS  MEASURES 
6.0  ON  THE  RICHTER  SCALE 


Gordon  Eubanks'  shake-'em-up  style  has  Symantec  on  the  mov 


On  Oct.  18,  1989,  the  day  after  the 
worst  earthquake  in  83  years 
roiled  the  San  Francisco  Bay  re- 
gion, Apple  Computer  Inc.  employees 
who  managed  to  show  up  for  work  at  a 
four-story  office  building  in  Cupertino 
were  told  to  go  home.  The  building  had 
not  yet  been  declared  safe,  Apple 
warned.  There  was  no  such  message  for 
employees  of  Symantec  Corp.,  a  soft- 
ware company  renting  space  in  the  same 
building.  Gordon  E.  Eubanks  Jr.,  the 
chief  executive,  was  hard  at  work  inside, 
and  those  not  wary  of  the  danger  were 
encouraged  to  join  him.  Earthquake  or 


SYMANTEC'S  SHOPPING  SPREE 

Acquisition/ Specialty                                  Value/  Millions 

SYMANTEC  U.K.  Distribution 

$27.0 

DMA  Remote  access  programs 

20.0 

ZORTECH  Object-baseci  programming 

10.0 

LEONARD  DEVEIOPMENT  Mac  software 

3.0 

PETER  NORTON  COMPUTING  Utility 
and  antivirus  programs  for  hard  disks 

70.0 

THINK  TECHNOLOGY  Software  languages 

2.1 

LIVING  VIDEOTEXT  Presentation  graphics 

1.6 

BREAKTHROUGH  Project  management 

7.5 

DATA:  COMPANY  REPORTS 

no,  Symantec  wasn't  taking  a  breat 
And  it  hasn't  since.  Eubanks,  on 
nuclear  submarine  commander, 
pushed  Symantec  from  a  sleepy  also 
in  personal  computer  software  to  or 
the  hottest  companies  in  the  field, 
its  1989  initial  public  offering,  reve 
have  quintupled,  to  a  projected  $215 
lion  in  the  fiscal  year  ended  Mar.| 
And,  analysts  say,  earnings  prob 
leaped  sevenfold,  to  $23  million, 
stock,  which  traded  as  low  as  27 
November,  broke  50  in  January.  Cai 
in   the   current  market  downturii 
trades  at  38,  but  still  has  a  higher  p 
earnings  multiple  than  Micrc 
Corp.  Says  analyst  Peter  Ro, 
of  Robertson,  Stephens  & 
"Before  it  was  Syman-Who? 
now  the  company  is  one  of 
perennial  favorites." 

"Symantec  II,"  as  Eubi 
calls  it,  began  in  1985  whei 
realized  he  couldn't  com] 
head-on  with  Microsoft  and 
tus  Development  Corp.  Inst 
Symantec  focused  on  nic 
"Utility"  programs  that  hel] 
users  manage  their  systems 
organizing  files  and  doing  o  ifoiiii; 
housekeeping  chores  accouni 
about  65%  of  revenues.  App 
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LEASING  AN  ACURA  IS 
WTWICEASTBvlPTNG. 


The  Acura  Legend.  Truly  remarkable  performance  from  a  luxurious  automobile. 


Tlie  Acura  Vigor.  An  elegantly  appointed  sports  sedan  ivith  the  spirit  of  a  thoroughbred. 

If  you've  been  flirting  with  the  idea  of  leasing  a  performance  luxury  sedan,  be  prepared  to  give  in 
your  desires  in  a  matter  of  sentences.  For  a  limited  time,  American  Honda  Finance  Corporation* 
)ffering  some  of  the  lowest  lease  rates  on  both  the  Acura  Legend  and  the  Acura  Vigor. 

Which  might  put  you  in  something  of  a  quandary:  deciding  which  Acura  to  lease. 

The  Legend  is,  after  all,  a  true  performance  car,  generously  endowed  with  luxury  appointments  and 
ety  features.  While  the  spirited  personality  of  the  Vigor  is  only  equaled  by  the  refinement  of  its  interior. 

Of  course,  with  rates  this  low,  you  might  be  tempted  to  get  both  cars.  But  then,  that  would  only  put 
n  in  a  completely  different  predicament. 

Every  morning,  you'd  have  to  decide  which  one  to  drive.  For  more 
ormation,  or  the  location  of  a  nearby  dealer,  call  1-800-TO-ACURA. 


(I)  ACURA 

V_V  PRECISION  CI^XFTED  PERFORMANCE 


2ilable  on  approved  credit.  ©  1992  Acura  Dromon  of  A  mcncan  Honda  Motor  Co.,  Inc.  Acura,  Legend  and  Vigor  are  registered  tradenunki  of  Honda  Motor  Co.,  Ltd. 


tions  programs  sucli  as  Q&A,  a  simplified 
data  base,  make  up  about  30%  of  sales. 

The  key  to  occupying  these  niches 
quickly  has  been  to  buy  up  companies 
that  have  already  identified  them.  Since 
1987,  Symantec  has  bought  seven  com- 
panies in  pooling-of-interest  stock  deals, 
and  a  three-person  team  now  reviews  up 
to  10  new  prospects  a  week. 

Buying  into  new  markets  is  easy. 
Making  acquisitions  work  isn't.  The  key: 
Before  closing,  Symantec  does  its  home- 
work. Before  the  1990  merger  with  Pe- 
ter Norton  Computing,  which  gave 
Symantec  34'';  of  the  $410  million  utili- 
ties market,  a  Symantec  team  spent  two 
weeks  at  the  Santa  Monica  (Calif.)  com- 
pany eyeballing  personnel  and  products: 
Which  packages  were  cutting  edge? 
Where  would  employees  fit? 

The  result:  On  the  day  the  deal  was 
announced,  the  merged  company  was  up 
and  running.  That  morning,  Norton's 
115  employees  received  personal  letters 
telling  them  where  they  stood.  Thirty- 
five — mostly  in  administration — lost 
their  jobs,  but  those  who  were  kept  on 
knew  their  assignment,  location,  and  sal- 
ary. Generally,  Symantec  tries  to  hold  on 
to  employees  of  acquired  companies  and 
keep  the  programming  and  marketing 
teams  that  created  successful  packages. 
'PUBLIC  HANGINGS.'  Still,  by  his  own  ad- 
mission, Eubanks  is  a  "hard  person  to 
work  for."  The  45-year-old  bachelor 
works  from  6  a.m.  to  midnight  most 
days  and  sleeps  in  a  two-bedroom  apart- 
ment just  100  feet  from  Symantec's 
doors  on  weekdays.  On  weekends,  he 
drives  60  miles  to  his  6,000-square-foot 
home  in  Pebble  Beach.  There's  no  stated 
pressure  to  work  Eubanksian  hours, 
says  Marty  Chilberg,  Symantec's  former 
controller,  but  "there  is  pressure  to  do 
more  than  is  possible." 

And  there's  little  slack  for  employees 
who  don't.  Eubanks  has  been  known  to 
dress  down  workers  publicly,  a  practice 
one  calls  "public  hangings."  Says 
Eubanks:  "I'm  very  tolerant  of  people 
who  get  results.  I  don't  have  patience 
for  those  who  don't."  So  far,  the  ap- 
proach has  worked.  But  some  analysts 
worry  about  the  flip  side  of  Eubanks' 
style — namely,  that  he  might  make  a 
bad  decision  he  can't  be  talked  out  of. 
"Having  Gordon  at  the  helm  is  a  tremen- 
dous plus  as  long  as  he's  right,"  says 
analyst  Nancy  McSharry  of  Internation- 
al Data  Corp.  "If  he  isn't,  I  don't  know 
who's  there  who  could  set  him  straight." 

There  are  signs  Eubanks  has  mel- 
lowed—just a  bit.  The  day  after  the  1989 
earthquake,  he  says  now,  "was  a  real 
screw-up.  I  didn't  handle  that  right."  To- 
day, he  says,  he  would  be  mindful  of 
employees'  fears  and  send  them  home. 
But  you  can  bet  he  would  still  be  inside, 
manning  the  phones  himself. 

By  Kathy  Rebello  in  Cupertino.  Calif. 
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TELEVISION  I 


WHY  THE  LOSIHG  HETWORK 
IS  STILL  A  WINHER 


ABC  may  be  No.  3  in  the  Nielsens,  but  it's  No.  1  at  the  bank 


aniel  B.  Burke  knows  one  Los 
I  Angeles  phone  number  by  heart. 
It's  the  one  he  dials  to  find  out 
how  many  Americans  tune  in  to  his  net- 
work each  night.  Lately,  the  chief  execu- 
tive of  Capital  Cities/.\BC  Inc.  has  heard 
scant  good  news  from  the  tape-recorded 
voice.  ABC  trails  both  CBS  and  XBC  in 
prime-time  viewership.  On  a  recent  Sat- 
urday, the  network  of  Peter  Jennings 
and  Roseanne  Arnold  slipped  behind 
even  Fox  Broadcasting  Co.,  the  cheeky 
home  of  Bart  Simpson.  "I'm  sort  of  run- 
ning out  of  excuses,"  says  Burke. 

Yet  the  63-year-old  executive  remains 
serene.  That's  because  his  network 
turned  a  profit  last  year  while  the  CBS 
and  NBC  networks  lost  millions.  Burke 
would  love  to  beat  his  rivals  in  the  Niel- 
sens. But  he  argues  that  in  a  depressed 
economy,  spending  big  to  be  No.  1  is  a 
fool's  game.  Spiraling  sports-program- 
ming costs  and  the  advertising  slump 
have  made  it  virtually  impossible  to  win 
the  ratings  and  still  make  money. 

So,  Burke  has  walked  away  from  the 
Nielsens — at  least  for  now.  His  formula 
for  ABC  is  simple:  Cut  costs,  develop 
bread-and-butter  programs,  and  eschew 
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the  lavish  sports  deals  that  have »  n. 
profits  from  CBS  and  XBC.  While  tl 
vertising  drought  pummeled  the 
work,  ABC  still  eked  out  $120  mill 
1991  operating  profits  on  revenu 
$2.6  billion.  The  network  accountjim 
half  of  Cap  Cities'  revenue  and  1 
its  operating  income.  But  the  slum; 
battered  the  company's  TV  station 
magazines.  All  told.  Capital  Cities 
operating  profit  plunged  18-'<,  tolat; 
million,  on  revenues  of  $5.38  billio:  it 
CHEAP  SITCOMS.  ABC's  financial  si 
demolishes  a  hoary  belief  of  ne  t, 
television:   Ratings   guarantee  pik-ar-si 
Consider  CBS.  The  network  vaulted  1( 
third  to  first  place  this  season,  n  iri  i 
because  of  a  blockbuster  sports  iJ  - 
that  included  the  World  Series,  p 
Bowl,  and  Winter  Olympic  Games 
the  stratospheric  fees  it  paid  to  te 
these  events  left  the  network  witHEjrfe 
million  in  1991  losses. 

By  contrast,  ABC  has  packed  its  m. 
ule  with  relatively  cheaper  sitcoms! 
as  Full  House  and  Coach.  It  also  iU..- 
reality-based  shows  such  as  ylmep 
Funyiiest  Home  Videos,  which  arelfcr.-.y 
lower  budget.  What's  more,  ab4<5> 
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ratings  for  several  of  these 

had  the  only  new  hit  of  this 
le  sitcom  Home  Improvement. 
ght  shows  ABC  introduced  last 
)uld  return  as  many  as  five, 

and  NBC  may  not  return  any. 
twork  has  paid  a  price  for  its 
f,  however.  Without  CBS's  mar- 
ts offerings,  ABC  saw  its  prime- 
'ership  decline  3%  this  season 
V^orse,  the  network  is  losing 
ts  historic  appeal  to  the  youn- 
ers  advertisers  crave.  After 
CBS  and  NBC 
en  and  women 
;o  49,  the  net- 
■  trails  both  ri- 
Dng  younger 

and  barely 
t  CBS  among 

men.  While 
laking  money 

audience  ero- 
I  hurt  its  long- 
spects.  When 
ing  picks  up 
liars  will  inev- 
w  to  the  net- 
th  the  largest 
desirable  audi- 
0  matter  how 

we're  still  in 
ncedes  the  no- 
Burke. 

is  determined 
ure  ABC's  pri- 
long  younger 
?ven  loosening 
work's  purse 
r  a  few  flashy 
vs.  ABC  spent 


$()  million  to  buy  six  episodes  of  Young 
Indiana  Jones  Chronicles,  an  action 
show  produced  by  George  Lucas  and 
based  on  his  movies.  The  network  is  also 
gambling  on  Dinosaurs,  a  sitcom  that 
features  anthropomorphic  dinosaurs  in  a 
domestic  setting.  With  its  elaborate  mod- 
els. Dinosaurs  costs  nearly  $1  million 
per  episode — roughly  twice  the  average 
half-hour  show.  Because  of  its  price  tag, 
Burke  himself  visited  the  show's  Holly- 
wood set  before  signing  off  on  it. 
'MORE  DIFFUSE.'  ABC  hopes  that  shows 
such  as  Young  Indy  will  counter  a  per- 
ception in  Hollywood  and  on  IVIadison 
Avenue  that  the  network  has  muddied 
its  youthful  profile.  Noting  that  ABC  re- 
cently picked  up  the  NBC  crime  drama 
Matlock,  which  appeals  to  older  viewers, 
former  NBC  Chairman  Grant  Tinker 
says:  "They  do  seem  to  have  become 
more  diffuse  in  recent  years."  Fox 
hasn't  helped,  either:  Rupert  Murdoch's 
network  has  courted  young  viewers  so 
effectively  that  some  marketers  say  it 
has  chipped  away  ABC's  franchise.  "Un- 
like Fox,  ABC  doesn't  have  a  brand  iden- 
tity as  a  young  network,"  .says  Philip 
Guarascio,  executive  director  of  adver- 
tising at  General  Motors  Corp. 

ABC  executives  concede  that  Fox  has 
done  some  damage.  But  Marvin  F.  Gold- 
smith, president  of  the  network's  ad 
sales,  says  advertisers  would  deem 
Fox's  on-the-edge  programming  offen- 
sive if  it  aired  on  one  of  the  big  three 
networks.  "Do  I  wish  I  had  Beverly 
Hills  90210?  Absolutely,"  he  says.  "Do  I 
wish  I  had  In  Living  Color?  No  way." 

The  network  may  also  wish  it  didn't 
have  its  $10  million  production  deal  with 
Steven  Bochco,  the  producer  of  Hill 


Street  Blues  and  L.  A.  Law.  Halfway 
through  the  10-show  contract,  Bochco 
has  produced  only  one  hit,  Doogie 
Howser,  M.  D.  His  newest  show,  Civil 
Wars,  is  languishing.  Robert  A.  Iger, 
president  of  abc  Entertainment,  says  he 
probably  wouldn't  pay  those  terms  in 
today's  economy.  Indeed,  Hollywood  pro- 
ducers say  ABC  is  the  toughest  negotia- 
tor of  the  three  networks:  "They  don't 
just  open  their  checkbook  and  say,  'Here 
it  is,'  "  says  Rich  Frank,  president  of 
Walt  Disney  Co.'s  television  studio, 
which  produces  Dinosaurs. 

Sports  is  another  lingering  headache. 
ABC  may  not  have  the  gargantuan  debts 
of  CBS,  but  the  network's  sports  division 
still  lost  more  than  $50  million  in  1991, 
mostly  because  of  its  $900  million  con- 
tract to  telecast  Monday  Night  Foot- 
ball. The  network  insists  it  will  continue 
to  pass  on  big-budget  events,  including 
the  Olympic  Games,  unless  rights  fees 
come  down.  "It  just  doesn't  make  sense 
to  put  your  whole  network  at  risk  for  16 
days  in  August,"  says  ABC  Sports  Presi- 
dent Dennis  D.  Swanson. 
SHOWDOWN.  While  Swanson  and  Iger 
hold  the  line  on  sports  and  entertain- 
ment costs,  Burke  has  installed  a  new 
manager  to  streamline  ABC  News.  Ste- 
phen A.  Weiswasser,  a  former  Cap  Cit- 
ies lawyer,  became  the  day-to-day  chief 
under  President  Roone  Arledge  last  No- 
vember. Now,  he  is  meeting  with  staff- 
ers to  figure  out  how  to  reduce  costs. 
One  innovation:  ABC  will  rent  some  of 
the  editing  equipment  for  its  20/20  and 
PrimeTime  Live  shows  from  production 
houses.  ABC  also  recently  laid  off  15 
staffers  in  its  Washington  bureau.  Yet 
Weiswasser  insists  he's  not  just  a  cost- 
cutter:  "I'm  not  a  corpo- 
rate philistine  from  Cap 
Cities."  He  points  out 
that  ABC  News  is  invest- 
ing in  a  news  show  that 
will  go  head-to-head 
with  CBS's  venerable  60 
Minutes  this  summer. 

Given  ABC's  strong 
news  credentials,  Sun- 
day evenings  could  be- 
come a  ratings  battle- 
ground. But  the  real 
key  for  the  network  is 
whether  shows  such  as 
Young  Indiana  Jones 
will  win  back  its  wan- 
dering young  viewers. 
ABC  found  the  formula 
to  ride  out  the  worst 
downturn  in  network  TV 
history.  Now,  the  No.  3 
network  must  make 
sure  it  can  cash  in  when 
times  get  better. 

By  Mark  Landler  in 
New  York  and  Ronald 
Grover  in  Los  Angeles 
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SAVINGS  &  LOANS  I 


RESOLVED:  RESOLUTION  TRUST 
CORP.  IS  DOING  A  CREDIBLE  JOB 


Even  critics  admit  tliat  it's  selling  off  S&L  assets  with  creativity 


On  Apr.  1,  the  House  of  Represen 
tatives  pulled  its  own  version  of 
an  April  Fool's  joke  on  the  gov- 
ernment agency  created  to  clean  up  the 
savings  and  loan  fiasco.  Lawmakers  cut 
off  funding  to  the  Resolution  Trust 
Cor|).,  money  that  Congress  had  already 
appropriated. 

Part  of  the  reason  was  politicians' 
election-year  nervousness  about  the  cost 
of  the  cleanup,  which  has  soared  from 
$50  billion  to  $160  billion,  not  including 
hundreds  of  billions  in  interest  on  the 
bonds  the  RTC  has  to  float.  Yet  the  cut- 
off, which  likely  will  be  lifted  within  a 
few  weeks,  also  stems  from  Washing- 
ton's rather  dismal  regard  for  the  RTC. 
Since  its  creation  30  months  ago,  the 
agency  has  been  regularly  lambasted  for 
wasting  taxpayers'  money  through  give- 
away deals  with  private  investors,  exac- 
erbating the  real  estate  depression,  and 


general  mismanagement.  It  recently  was 
disclosed  that  the  RTC's  Denver  field  of- 
fice couldn't  keep  track  of  $7  billion  in 
assets  under  its  control. 

But  in  the  eyes  of  those  who  deal  with 
the  agency,  including  some  of  its  most 
severe  former  critics,  the  reality  is  quite 
different.  By  almost  any  measure,  the 
RT(;.  has  done  a  remarkably  effective  job. 
After  staffing  a  financial  institution  that 
has  grown  bigger  in  assets  than  Citi- 
corp, the  RTC  has  shuttered  644  thrifts 
and  disposed  of  two-thirds  of  the  $360 
billion  in  assets  it  acquired  from  failed 
.S&Ls.  In  doing  so,  it  has  managed  to 
recoup  a  respectable  95%  of  the  value  of 
its  more  liquid  assets,  such  as  securities 
and  performing  loans,  while  gaining  an 
average  of  70$  on  the  dollar  for  real 
estate  sales.  And,  as  it  begins  winding 
down  operations,  it  is  proposing  to  shed 
half  of  its  8,000  employees.  "They  were 


making  all  kinds  of  mistakes,'"  says'o 
mer  critic  David  M.  Bick,  managin  c 
rector  of  Manhattan  Capital  Pare) 
Inc.  "But  they've  come  full  circle|ir 
just  pulled  themselves  together." 
OVERHAUL.  Admittedly,  the  task  isfi 
from  complete.  There's  still  $123  bic 
in  mostly  hard-to-sell  assets  on  the  I'C 
books,  including  what  some  calljtl 
agency's  "toxic  waste."  These  rf^ 
from  raw  land  to  half-finished  air 
ment  buildings.  And  the  RTC  could  ?f 
pick  up  billions  more  to  unload  i  ^ 
expected,  additional  large  thrifts  faij.^ 
the  end  of  last  year,  35  .s&Ls,  mtW 
billion  in  assets,  were  technically  i^c 
vent  but  still  operating.  > 
Criticism  of  the  thrift  rescue  H 
widespread  even  before  the  RTC  wale 
tablished.  Early  asset  sales  in  198 1 
the  Federal  Home  Loan  Bank  Eu 
were  regarded  as  so  lucrative  to  bvsi 
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Give  everyone  in 
your  company  the 
power  they  crave, 


our  10  years  of  experience  in  UNIX®  systems. 

The  EISA  based  AcerFrarae  lOOO's  modular 
processor  design  lets  you  increase  CPU  perfor- 
mance from  33  MHz  to  50  MHz  inexpensively.  And 
since  we've  isolated  the  processor 
from  the  system  memory  board, 
you  don't  have  to  go  to  the  expense  of  replacing 


or  upgrading  system  memory  when  you 
upgrade  the  CPU. 

W'\\\\  up  to  256  MB  of  memory  and 
four  486  processors,  the  3000MP  can 
handle  networks  of  up  to  256  users.  Its  1  MB 
cache  memory,  three-level  system  security, 
and  other  distinctive  hardware  reliability 
features  make  the  3000MP  a  powerful,  yet 
economical  alternative  to  expensive  mini 
and  mainframe  computers. 

CaIll-800-SEEACERintheUS.and 
Canada  and  add  an  AcerFrame  fileserver 
to  your  company  staff. 
There's  no  better  system 
for  distributing  power. 


is  a  registered  trodemark  of  AT&T  Bell  Lobs. 
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sues,  totaling  $10.3  billion. 

The  agency  followed  up 
that  success  in  March  by 
selling  $358  million  of  secu- 
rities backed  by  commercial 
mortgages.  The  move  is 
risky  and  unusual,  since 
commercial  loans  are  not  as 
standardized  as  residential 
mortgages.  As  a  result,  the 
RTC  has  set  up  a  reserve 
fund  equal  to  307<  of  the 
face  value  of  the  securities 
to  protect  investors  against 
potential  defaults.  If  forced 
to  pay  off,  the  RTC  would 
have  to  eat  a  discount  of 
30<t  on  the  dollar.  But  if  the 
loans  continue  to  perform, 
the  RTC  will  recoup  the  set- 
aside.  Analysts  are  watch- 
ing the  sale  of  future  secu- 
rities closely,  because  it 
may  attract  more  investors  and  provide 
needed  liquidity  and  capital  for  the  com- 
mercial real  estate  industry. 

Innovation  at  the  RTC  doesn't  stop 
there.  The  agency  has  unloaded  billions 
of  dollars  in  inventory  by  bundling  to- 
gether good  and  bad  assets.  Using  its 
dwindling  supply  of  top-grade  assets  as 


THE  RTC'S  BIG  CLEANUP 


Total  assets 
seized 

Sales  and 
recoveries 

Remaining 
assets* 

Billions  of  dollars 

Cash,  stocks, 
and  bonds 

$119 

$102 

$17 

Mortgages,  including 
single-family  and  commercial 

150 

91 

59 

Loans,  such  as  auto  and 
credit-cord  loans 

38 

19 

19 

Real  estate,  including 
foreclosed  properties 

24 

7 

17 

Other  assets,  such  as  seized 
artworks  and  office  furniture 

26 

9 

17 

Total 

357 

228 

129 

As  of  Dec.  31,  1991 
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a  lure,  it  has  successfully  enticed  inves- 
tors to  pick  up  bad  loans  and  marginal 
real  estate.  Miami-based  homebuilder 
Lennar  Corp.  and  Morgan  Stanley  &  Co. 
recently  outbid  other  investors  for  a 
$900  million  portfolio  of  lucrative/lousy 
assets  from  the  former  AmeriFirst  Fed- 
eral Savings  of  Miami.  They  paid  SO^  on 


I 


the  dollar  for  the  prpi 
ties.  "You  had  major 
tutions  fighting  to  bu; 
ficult  real  estate," 
Martin  W.  Taplin,  a 
Florida  workout  spec| 
"I  think  the  govern( 
got  a  fair  price." 

What  seems  fair 
day's  depressed  ma' 
however,  may  be  vii 
differently  in  the  fi 
The  RTC's  very  success] 
sow  the  seeds  of  its 
round  of  problems,  sa; 
ics.  As  the  RTC  heads 
the   home  stretch, 
could  become  more  voc|3 
remaining  assets  he 
harder  to  sell — and 
smaller  returns.  That  r| 
the   likelihood  that 
smart-money  oper 
with  staying  power  could  clean  up 
taxpayers'  expense.  Withstanding! 
howls  of  second-guessers  several  j| 
down  the  road  could  easily  prove 
the  RTC's  biggest  challenge  yet. 

By  Tim  Smart  in  Washington, 
Wendy  Zellner  in  Dallas  and 
De George  in  Miayyii 
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gates  to  Business  Week 's 
annual  Future  Of  World 
communications  forum  will 
an  unparalleled  opportunity 
eet  with  directors-general 
ministers  of  communications 
I  around  the  world,  both 
rmal  sessions  and  private 
issions. 

ess  Week  is  honored  to  welcome 

d  Sikes,  Chairman, 
edeial  Communications 
Tiission 

eon  Brittan,  Vice  President, 
nission  of  the  European 
nunities 

Eugene  Chien,  Minister 
mmunications, 
an 

Bradley 

les,  US  Asst. 
tary  of  State  for 
nunications  and 
nation  Policy 
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MARKETS  &  INVESTMENTS! 


A  DECLINE  THAT 

WAS  WAITING  TO  HAPPEN 


Sure,  the  Nikkei  rocked  the  Dow — but  a  correction  was  due  anyway 


F: 


lor  months,  investors  have  flocked 
to  stocks  more  by  default  than  by 
clioice.  Money-market  funds  and 
certificates  of  deposit  offered  the  skimp- 
iest returns  in  decades.  Bond  prices 
were  hit  by  a  soaring  budget  deficit  and 
fears  of  inflation.  And  no  one  had  any 
enthusiasm  for  real  estate. 

Suddenly,  it  seems,  investors  have  lost 
their  stomachs  for  stocks.  The  Dow 
Jones  industrial  average,  which  closed  at 
3275  on  Apr.  6,  was  hit 
by  a  wave  of  selling 
that  sent  the  average 
down  62  points  on  Apr. 
7  and  another  32  points 
on  Apr.  8 — a  total  of 
2.9%. 

What's  giving  inves- 
tors heartburn  is  To- 
kyo. Japan's  already- 
sick  stock  market  has 
taken  a  decided  turn  for 
the  worse.  True,  for 
most  of  the  past  two 
years,  the  world's  two 
largest  stock  markets 
have  gone  their  own 
ways — with  the  U.  S. 
market  making  new 
highs.  But  on  Apr.  7, 
the  Nikkei  dropped 
3.5%',  continuing  the 
pounding  thai  has 
clipped  3000  points,  or 
157',  off  the  market  in 
the  last  two  weeks.  "Ja- 
pan's impact  on  the 
U.  S.  market  is  psycho- 
logical," says  market 
analyst  Laszio  Birinyi 
of  Birinyi  Associates. 
"It  gnaws  away  at  in- 
vestor confidence."  In  the  stock  market, 
psychology  is  reality — and  the  probable 
reality  is  continued  market  jitters  over 
the  next  few  months. 
MORE  WOES.  The  news  from  Japan  will 
set  investors'  teeth  on  edge:  It's  going  to 
get  worse  before  it  gets  better.  The  Jap- 
anese economy  is  entering  a  recession, 
its  banks  face  huge  loan  losses,  and  real 
estate  prices  are  plummeting.  "It's  not  a 
panic  yet,"  says  Jason  C.  James,  market 
strategist  at  James  Capel  Pacific  Ltd. 
"But  it's  starting  to  feel  that  way." 

Hard  times  are  hitting  the  once-omnip- 
otent Japanese  insurance  companies, 


too.  "There  has  been  a  rumor  that  [Japa- 
nese] insurance  companies  are  selling 
U.  S.  stocks  and  bonds  to  cover  losses" 
at  home,  says  Seiyu  Nakao,  a  general 
manager  for  overseas  securities  re- 
search at  Nomura  Research  Institute. 
"But  the  truth  is  that  they  don't  own 
much  II.  S.  stock."  He  says  that  any  sell- 
ing done  to  shore  up  the  books  at  home 
would  have  been  done  prior  to  Mar.  31 — 
the  close  of  Japan's  fiscal  year.  The  Jap- 


III' 
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anese  own  scads  of  U.  S.  government 
securities,  but  that  market  has  been  fair- 
ly quiet  while  stocks  took  the  heat. 

The  time  for  a  correction  in  the  U.  S. 
market  was  ripe  without  any  prompting 
from  abroad.  Indeed,  while  the  Dow  has 
been  holding  its  own  all  year,  other  mar- 
ket measures  have  been  deteriorating. 
The  Dow's  strength  has  come  from  its 
cyclical  stocks,  which  investors  bought 
as  a  way  to  profit  from  the  recovery  in 
the  economy.  The  Standard  &  Poor's 
500-stock  index  hit  1992's  high  of  420.8 
on  Jan.  15  and  has  fallen  6.3%  since.  The 
S&P  has   been   weaker  because  it  is 


weighted  more  toward  growth  sU^ 
which  are  what  many  investors  solj 
buy  cyclicals.  Even  the  Russell  200- 
measure  of  small-cap  stocks,  the  bi 
spot  of  the  market — is  now  only  a  si 
higher  than  at  the  start  of  the  yeai 
mid-February,  it  was  up  nearly  12% 
FALSE  STEP.  "This  market  is  badl; 
need  of  lower  interest  rates,  stroi 
earnings,  or  a  little  of  both,"  says 
phen  B.  Timbers,  chief  investment 
cer  for  Kemper  Financial  Services 
But  it's  questionable  whether  the  fc-'^ 
ket  will  get  either  anytime  soon.  L  ft^' 
term  interest  rates  have  been  a  big  ^^'^ 
down.   They're   now   about  a 
percentage  point  above  their  yea:  piEf 
level.  Many  investors  bid  up  stocks 
pecting  just  the  opposite.  v 
First-quarter  profits,  which  are  sist 
ing  to  roll  in,  may  not  be  up  to  sn^f 
either.  Benjamin  Z; 
of  Zacks  Invest 
Research  says  thai 
cent  revisions  to  f| 
quarter  earnings 
casts  of  analysts  l'( 
all    been    downwd  . 
"Six  weeks  ago,  ■> 
thought  earnings  w(lc 
be  up  87,"  says  Zas.,.L 
"Now,  they  look  taeods 
they'll  be  flat."  lilireey 

Despite  the  problepioii 
the  odds  are  that  (j-rerv 
sell-off  is  a  correcji : . 
that  could   take  .'w, 
stock  market  downi" .  [f 
far  as  3000.  But  it's|'ke 
the  start  of  a  bear  rtp^mi 
ket.  "If  the  Dow  h(l'  •  in 
at    3000,    we    cote  01 
bounce  back  to  r:A  ■.■■^ 
highs  this  summe'  -i 
says  investment  adv  •< 
J.  Michael  Pinson.  h 
Kurt  Feuerman,  v!(  ,im 
heads     research  ir  . 
emerging  grovl 
stocks  for  Morgan  Sti 
ley  &  Co.,  figures  ( 
"massacre"  of  small- 1 
stocks  is  just  abii 
over.  The  market,  he  says,  had  to  ir 
rect  the  "excesses  of  the  past  it 
months,"  including  an  overheated  nht[,e( 
ket  for  initial  public  offerings.  ,]„,, 

History  shows  bull  markets  don't  P'l* 
until  the  economy  is  humming  aloj 
That  means  that  despite  the  correct) 
this  bull  market  has  far  to  run.  So  Wjf 
the  current  worries — including  th  e,  .  || 
coming  from  Japan — may  make  scjt  , 
nervous  about  holding  stocks,  for  e  j 
long-term  investor,  equities  are  still  v,Y 
much  the  only  game  in  town. 
By  Jeffrey  M.  Laderman,  with  Gai-y  WtU 


in  New  York  and  Ted  Holden  in  Tokya  tj 
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ICS'  YOU  MAY 
lETTER  OFF  WITHOUT 


acea  for  companies,  Wall  Street's  hot  item  is  losing  its  allure 


3y  source  of  Wall  Street's 
)untiful  profits  these  days  is  a 
ot  product  that  bolsters  corpo- 
ince  sheets  with  fresh  equity 
n't  water  down  existing  com- 
k,  at  least  for  the  time  being.  In 
nym-crazed  canyons  of  Lower 
in,  it  is  called  PERCS,  short  for 
j  Equity  Redemption  Cumula- 
k.  PERCS,  which  are  preferred 
lat  convert  to  common  in  three 
ive  become  extremely  popular 
'porate  America,  attracting  an 
ig  $7  billion  in  capital  since  they 
•oduced  last  June, 
e  is,  PERCS'  days  of  glory  may 
lered  among  both  issuers  and 
(table).  Insdtutional  buyers, 
;e  up  40%-  of  the  PERCS  market, 
ng  up  to  their  limitations.  So 
lanies,  many  of  whom  may  find 
r  to  sell  debt. 

*ERCS  offer  investors  alluringly 
dends,  from  7%  to  9%  annually 
iree  years  before  PERCS  convert 
ion.  Morgan  Stanley  &  Co., 
vented  PERCS,  figures  that's  a 
)od  return  for  a  short-term  in- 
.  A  comparable  Treasury  pays 
Jo.  If  interest  rates  go  up, 
:hat  edge  vanishes. 
WISE.'  The  big  downside  is  that 
nit  investors'  capital  gains.  If 

of  the  common  stock  rises  to 
srsion  price,  usually  about  30% 
lan  the  price  at  issue,  PERCS  are 
id  for  common  on  a  share-for- 
iis.  But  if  the  stock  rises  higher 

conversion  price,  then  PERCS 
^et  only  a  fraction,  perhaps  half 
share.  That's  good  for  corpora- 
essens  the  dilution  of  their  com- 
■k.  Yet  it's  bad  for  investors, 
chard  E.  Dahlberg,  portfolio 
of  the  $1  billion  Massachusetts 

Total  Return  Trust:  "People 
ng  wise.  The  game  is  totally  in 
the  companies." 
:  diminished  investor  interest, 
jrmally  issued  at  the  same  price 
lion  shares,  are  supposed  to 
tandem  with  the  common.  But 
y  were  first  sold,  several  PERCS 
lotably  those  of  Kmart,  Olin, 

and  Texas  Instruments— have 
ehind  their  companies'  common, 
slowed  the  corporate  rush  into 
'ourteen  were  announced  from 
fanuary,  and  none  has  appeared 
le  past  three  months. 


Corporations  are  also  coming  to  appre- 
ciate that  PERCS  work  well  only  during  a 
buoyant  stock  market,  far  from  a  sure 
thing  over  the  long  term.  The  full  share- 
for-share  exchange  they  must  make  if 
the  common  doesn't  bust  through  the 
conversion-price  barrier  can  dilute  the 
common  and  hurt  earnings  per  share. 

Tenneco  Inc.  is  a  good  example  of  the 
pros  and  cons  of  PERCS.  Tenneco  has  a 


ing  firm  in  Weston,  Mass.  That  scenario 
is  credible:  Tenneco's  stock  has  suffered 
losses  partly  stemming  from  drooping 
natural  gas  prices. 

PERCS  may  be  even  less  advantageous 
for  less  indebted  companies.  Check  out 
consumer-electronics  retailer  Tandy 
Corp.,  which  boasts  a  decent  A  rating 
from  Standard  &  Poor's  Inc.,  a  pristine 
18%  debt-capital  ratio,  and  strong  cash 
flow.  Tandy  did  a  $442  million  PERCS 
issue  in  February,  even  though  bonds 
would  have  been  cheaper  because  inter- 
est payments  on  debt  are  tax-deductible. 
Preferred  dividends  aren't.  "Why  not 
take  the  tax  break?"  asks  Andrzej  K. 
Rojek,  a  vice-president  for  capital  mar- 
kets at  Bankers  Trust  New  York  Corp. 

Tandy  says  it  went  the  PERCS  route 
out  of  concern  that  new  debt  is  anathe- 


PERCS...    Overleveraged?  For  a  good  many  companies. 
Preferred  Equity  Redemption  Cumulative  Stock  is  an  alluring  solu- 
tion. PERCS,  preferred  stock  that  pays  a  higfi  yield  and  automati- 
cally converts  to  common  tfiree  years  after  issue,  lets  a  company 
increase  its  equity  base  without  diluting  common  shares  for  the 
three-year  period.  And  if  the  price  of  the  outstanding  common  is 
higher  than  the  conversion  price  after  three  years,  PERCS  share- 
holders get  fewer  shares  of  new  common 

n     ...AND  THEIR  PITIALLS 

As  good  as  all  that  sounds  for  issuers,  some  are  discovermg  that 
these  securities  have  ser/ous  drawbacks: 

©  If  the  common's  price  falls  short  of  the  conversion  price  after 
three  years,  the  company  nnust  convert  the  PERCS  to  common  on 
o  share-for-share  basis.  That  dilutes  the  common  stock  ,  which  re- 
duces the  company's  earnings  per  share 

O  Some  companies  would  be  better  off  issuing  debt,  whose  interest 
payments  are  tax-deductible.  Preferred  dividends  aren't 

O  It'sq  etting  harder  to  find  PERCS  buyers.  Investors  are  now  focus- 
ng  on  the  fact  that  despite  the  high  yield,  PERCS  con  sharply  limit 


eir  chance  for  capital  gains 


BBB-  credit  ratmg,  one  notch  above 
junk-bond  status.  Its  debt  level  is  an  un- 
comfortable 55%  of  total  capital.  So  add- 
ing more  debt  could  lead  to  a  down- 
grade, which  would  mean  the  company 
must  pay  sharply  higher  interest  rates. 
Thus,  boosting  equity  by  selling  PERCS 
makes  sense.  But  should  Tenneco  com- 
mon, now  trading  at  $37,  not  exceed  the 
$42.75  conversion  price,  earnings  per 
share  would  be  reduced  by  14%-,  accord- 
ing to  Mitchell  &  Co.,  a  financial  consult- 


ma  to  the  ratings  agencies  nowadays. 
Perhaps.  Tandy's  sanguine  profit  out- 
look, however,  should  allay  those  fears 
and  allow  it  to  skirt  PERCS  in  the 
future. 

New  derivative  securities  on  Wall 
Street  often  wear  out  their  welcome. 
Ditto  PERCS.  Says  Marion  M.  Dixon, 
portfolio  manager  for  Decatur  Funds  I 
and  II:  "I  don't  predict  that  the  future 
for  PERCS  is  very  perky." 

By  Larry  Light  in  New  York 
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BY  GENE  G.  MARCIAL 


BETTING  THAT  SMALL 
FRY  HAVE  JUST 
STARTED  TO  SIZZLE 


When  money  runner  Jim  Awad 
resigned  as  president  of  BMI 
Capita]  several  weeks  ago  to 
set  up  his  own  company,  two  former 
Harvard  business  school  classmates — 
Rockefeller  &  Co.  President  Tom  Bar- 
ry and  Raymond  James  Financial 
Chairman  Thomas  James — agreed  to 
join  his  board.  The  mission  of  this  big- 
money  trio;  Invest  in  small-cap  stocks. 

Barry  and  James  pumped  equity  into 
the  new  Awad  &  Associates  Asset 
Management,  which  already  has  more 
than  $100  million  under  management. 
Rockefeller  &  Co.  manages  the  Rocke- 
feller family's  assets.  Raymond  James 
is  a  publicly  traded  securities  firm. 

Although  secondary  stocks  have 
been  hot  since  last  year,  Awad  believes 
that  "the  cheapest  part  of  the  market 
is  still  the  small-cap  group."  And  with 
the  economy  picking  up,  the  small  to 
midsize  companies  that  "have  special 
franchises  and  niche  businesses"  will 
be  the  big  beneficiaries,  he  adds. 
BASEBALL  CARDS.  The  best  bets,  says 
Awad,  are  stocks  whose  price-earnings 
ratios  are  below  the  market's  p-e, 
whose  balance  sheets  remain  strong, 
and  whose  earnings  growth  is  upbeat. 
Most  of  his  small-cap  favorites,  says 
Awad,  have  done  well  despite  the  re- 
cession. "The  risks  are  small,  and  the 
upside  potential  big,"  he  insists. 
Awad  is  bullish  on: 

■  Gibson  Greetings.  One  of  the  tWO  gi- 
ants in  the  greeting-card  business,  it 
posted  record  sales  of  $524  million  in 
1991.  This  year,  Awad  expects  earnings 
of  $2.75  a  share,  up  from  1991's  $2.61. 

■  House  of  Fabrics.  The  667  chain-store 
retailer  of  household  fabrics,  the  na- 
tion's largest,  had  record  sales  of  $493 
million  and  record  earnings  of  $1.44  a 
share  in  the  year  ended  Jan.  31,  1992. 
Awad  expects  earnings  to  jump  to 
$1.75  a  share  this  fiscal  year. 

■  Huffy.  The  country's  largest  maker 
of  bicycles  is  a  play  on  the  upswing  in 
sales  of  sports  and  leisure  products.  It 
produced  record  sales  of  $680  million  in 
1991  and  is  expected  to  earn  $1.75  a 
share,  up  from  199rs  $1.41. 

■  Lillian  Vernon.  A  direct-mail  marketer 
of  specialty  gift  items,  of  which  %b7r 
are  imported,  is  benefiting  from  the 
success  of  its  new  Lilly 's  Kids  catalog. 
So  Awad  sees  earnings  rebounding  to 


AWAD'S 
SMALL-CAP  PICKS 


Stock 

Recent 
price 

P-E 

Six-month 
goal 

GIBSON  GREETINGS 

Greeting  cards 

$26 

10 

$44 

HOUSE  OF  FABRICS 

Fabrics  retailer 

18 

11 

28 

HUFFY 

Bicycles 

17 

10 

28 

LILLIAN  VERNON 

Direct-mail  catalog 

15 

12 

20 

PIER  1  IMPORTS 

Specialty  stores 

9 

12 

12 

TOPPS 

Gum,  carcJs,  and  comics  16 

12 

22 

DATA:  AWAD  &  ASSOCIATES  ASSET  AAANAGEMENT 


$1.25  a  share  in  the  year  ended  Feb.  28, 
1993,  from  1992's  estimated  $1. 

■  Pier  1  imports.  North  America's  larg- 
est retailer  of  low-ticket  home  furnish- 
ings posted  record  results  in  the  year 
ended  Feb.  29,  1992,  helped  by  its  nurs- 
ery unit.  Per-share  net  zoomed  to  71$  a 
share  from  Hi  last  year.  Awad  expects 
75(t  in  1993. 

■  Tepps.  Known  for  its  Bazooka  bubble 
gum  and  baseball  cards,  it  has  formed 
a  comic-books  unit  to  create  "high- 
quality  color"  books  to  tap  a  niche  mar- 
ket. Awad  sees  earnings  of  $1.35  this 
year,  up  from  199rs  $1.15. 


A  BLOCKBUSTER 
AT  MEDIMMUHE? 


When  Earvin  "Magic"  Johnson 
stunned  the  world  last  No- 
vember with  his  admission 
that  he  had  HIV,  the  virus  that  causes 
.\!DS,  shares  of  Medlmmune  were 
among  the  ".\IDS  plays"  that  shot  up, 
hitting  55  a  share.  The  stock  has  since 
slumped,  to  30,  but  the  fall  is  just  dan- 
dy for  several  big  investors,  who  are 
now  buying  in. 

Why?  For  one  thing,  Medlmmune  is 
one  of  the  few  biotechs  already  making 
a  profit  from  actual  product  sales.  "It's 
just  unfortunate  that  Medlmmune  has 
been  branded  only  as  an  AIDS  play,  be- 
cause it  has  several  other  products 
that  will  make  it  a  successful  biotech 
company,"  says  Richard  Beleson,  an 
analyst  at  Capital  Research  Group. 

Late  last  year,  Medlmmune  started 
selling  CytoGam,  an  injectable  immune 
globulin  made  from  human  plasma. 
The  Food  &  Drug  Administration  ap- 


proved CytoGam  for  the  treatment 
diseases  caused  by  cytomegalov  ig 
(CMV)  infections  in  kidney  transpit 
patients.  For  this  alone,  CytoGji 
could  produce  revenues  of  $60  millicj 
year,  says  Medlmmune  President 
CEO  Dr.  Wayne  Hockmeyer.  Anoll 
product,  Hypermune-RSV,  designed  f 
treating  respiratory  syncytial  vi| 
(RSV)  infections  in  children,  has  an  4 
mated  annual  market  of  $400  millioij 
could  be  on  the  market  next  year{ 
approved  by  the  FDA. 

But  the  potential  blockbusteij 
MEDI-488,  a  human  monoclonal 
body  that,  says  Hockmeyer,  has  b« 
shown  in  lab  tests  to  be  effectivet 
neutralizing  a  wide  variety  of  stra 
of  HIV.  Merck  signed  a  pact  with  IVl 
Immune  last  year  to  fund  its  proCj 
tion  with  $13.3  million  over  three  ye 

Bear  Stearns  analyst  Joe  Rice 
expects  Medlmmune  to  earn 
share  in  1993  and  17$  this  year, 
from  1991's  11$.  He  sees  $2  by  199- 
exclusive  of  MEDI-488's  potential. 


IH  A  WORD, 
PLASTIC 


Pure  Tech  International  is  onei 
the  few  environmental  stH 
plays  that  has  been  spiraling  e 
ward,  vaulting  from  3 Mi  a  share  in  Ji- 
uary  to  SVa  on  Apr.  8.  What's  firing r 
Pure  Tech  is  the  fast-growing  mart 
for  recycled  plastics. 

Prudential  Securities  Analyst  Ii 
Bogner  says  Pure  Tech  has  tra*- 
formed  itself  from  a  collector  of  sol-  ^ 
waste  materials — such  as  bottles  'A 
beverage  cans — into  a  big  processor! 
upgraded  plastic  materials. 

Bogner  expects  Pure  Tech  earnii:  ] 
to  jump  from  1991's  $200,000,  or  9.3 
share,  to  $1.6  million,  or  45$  a  share,  i 
sales  of  $20  million  this  year.  He  S't 
$2.8  million  in  profits,  or  80$  a  sha. 
on  sales  of  $28  million  in  1993.  Ch;  ^ 
man  Simon  Sinnreich  says  sales  coi  i 
hit  $100  million  in  five  years.  ' 

Pure  Tech's  low-cost  processijL  ^ 

technology  converts  waste,  such  as 
(polyure thane  terephthalate)  found  p~ 
plastic  bottles,  into  usable  flakes  )s 
use  in  recycled  products.  "It's  orB 
fast-growth  track  in  an  area  of  vt 
potential,"  says  Bogner,  who  expes 
many  states  will  start  enacting  laS 
mandating  a  specific  recycled  contit 
per  container.  Despite  Pure  Tech's  r;.- 
id  rise,  Bogner  says  that  the  stock= 
still  undervalued  based  on  its  earnir^ 
prospects.  The  stock,  he  thinks,  will- 
in  the  20-to-25  range  by  next  year. 
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DEFENSE  I 


FROM  BULLETS  TO  BULLET 
TRAINS:  IT  WON'T  BE  EASY 


Amis  makers  rush  to  retool — but  they  may  not  save  enough  jobs 


The  scene  is  a  sprawlinp;  control 
room  in  Las  Colinas,  Tex.  Amid  a 
sea  of  computer  terminals,  an  op- 
erator employed  by  Westinghouse  Elec- 
tronic Systems,  a  leading  maker  of  de- 
fense radar  and  electronic  warfare  gear, 
peers  at  a  workstation.  Suddenly,  the 
monitor  flashes  red.  Enemy  planes  on 
the  horizon?  Nope,  just  an  alarm  going 
off  in  a  house  protected  by  a  Westing- 
house  home  security  system. 

Welcome  to  post-cold-war  reality.  With 
deep  cuts  in  U.  S.  military  spending  forc- 
ing them  to  downsize  dramatically,  most 
defense  contractors  are  turning  to  an 
idea  as  old  as  beating  swords  into  plow- 
shares. Today,  it's  called  defense  conver- 
sion, and  many  contractors  see  it  as  at 
least  a  partial  solution  to  offsetting  de- 
fense cuts.  "We're  leveraging  our  de- 
fense technology  and  expertise  into  oth- 
er areas,"  says  Richard  A.  Linder, 
Westinghouse  Electronic's  president. 

Such  efforts  face  an  uphill  battle.  His- 
torically, "success  rates  [have]  ranged 
from  low  to  terrible,"  says  consultant 
Robert  D.  Paulson  of  McKinsey  &  Co. 
Sal  Monaco,  a  consultant  with  forecaster 
DRl/McGraw-Hili,  figures  that  this  time 
conversion  can  offset  "maybe  25'/  or 


30%"  of  lost  defense  contracts — way  too 
little  to  make  up  for  the  530,000  to 
920,000  private-sector  defense  jobs  the 
Office  of  Technology  Assessment  ex- 
pects to  be  gone  by  1995.  Some  states 
are  already  trying  to  help  companies  di- 
versify. And  if  elected.  Democrat  Bill 
Clinton  vows  to  make  conversion  "one  of 
the  highest  items  on  my  agenda." 

Still,  many  contractors  believe  that 
even  without  such  help  their  prospects 
for  making  the  transition  are  bright. 
Most  are  trying  not  to  veer  off  into  big 
ventures  in  unrelated  technologies, 
something  that  tripped  up  conversion  ef- 
forts in  the  1970s.  And  they're  focusing 
more  on  nonmilitary  government  work, 
where  their  Pentagon  experience  gives 
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WHERE  DEFENSE 
CONTRACTORS  ARE 
SEEKING  NEW  BUSINESS 


WESTINGHOUSE  ELECTRONIC  SYSTEMS  Makes  home  and  commercial  security  gear,  airport 
and  weather  radar,  airline  reservation  systems,  mail-sorting  equipment,  and  systems  for 
tracking  mass  transit  and  commercial  fleets.  It's  also  designing  power  systems  for  electric  cars 

HUGHES  AIRCRAFT  Manufactures  avionics  and  video  systems  for  airliners,  plus  high-tech  ar- 
cade games.  It  is  designing  electric-car  power  systems,  advanced  car  phones,  and  direct- 
broadcast  TV  technology 

TRW'S  SPACE  &  DEFENSE  SECTOR  Designs  or  helps  set  up  air-traffic-control  systems,  airport 
security  equipment,  and  tax-processing  gear  for  the  Internal  Revenue  Service.  The  company 
also  is  helping  plan  nuclear-waste  disposal  for  the  Energy  Dept. 

MARTIN  MARIETTA  Makes  commercial  aircraft  components  and  mail-sorting  systems  for  the 
Postal  Service.  It  also  manages  computer  systems  for  the  HHousing  &  Urban  Development 
Dept.  and  research  labs  for  the  Energy  Dept. 

LOCKHEED  Does  contract  maintenance  for  commercial  airlines,  handles  the  collection  of 
parking  fines  for  the  city  of  tos  Angeles,  is  designing  small  satellites  for  cellular  phone  net- 
works, and  plans  to  dismantle  nuclear  weapons 

DATA  BW,  COMPANY  REPORTS 


them  an  edge.  Since  1987,  for  instate, 
TRW  Inc.  has  used  systems  and  soft\jrei 
knowhow  it  developed  for  the  militaito 
double  its  nondefense  government  r^e- 
nue  to  $500  million  annually.  Ho 
for  similar  gains,  more  than  half  of  ^ 
defense  contractors  surveyed  last  ;4r 
by  Winbridge  Group,  a  Cambri^ei 
(Mass.)  consultant,  had  started  maijit.i 
ing  commercial  products  based  on|ei 
fense  technologies. 

The  list  includes  most  of  the  in| 
try's  big  names.  Lockheed  Corp.  is  d 
everything  from  building  satellite 
hunting  down  parking-ticket  scoffl'n 
for  the  city  of  Los  Angeles  to  mainte  i 
ing  aircraft  in  a  joint  venture  with  MBiljOl 
Hungarian  Airlines.  Northrop  Corgi 
mulling  a  deal  to  make  mass  transit 
cars  with  Japan's  Sumitomo  Corp.  k 
Westinghouse  Electronic's  civilian  bii 
nesses  include  air- traffic-control  systi! 
and  a  bus-tracking  system  used  in  By 
more,  Milwaukee,  and  Denver.  .0; 
PLANE  DEALER.  To  succeed  in  civi,; 
markets,  military  contractors  havei 
get  nimbler  in  a  hurry.  To  that  end,  m 
McKinsey's  Paulson,  his  clients  ;(  - 
"talking  about  things  that  five  y*!""'' 
ago  would  have  been  out  of  bounHjswav 
Such  soul-searching  e 
cently  led  Hughes  r  , 
craft  Co.  to  hire  top  ^  ' ' 
executive    C.  Mich 
Armstrong — rather  tlrifi  ev 
an  experienced  defet 
manager — as    its   iv  .j' 
CEO.   Armstrong's  nn 
date:  propel  commera 
work  to  at  least  507') 
sales  from  30%  now.  i  hi 
Hughes  figures  ti  mofg 
Armstrong's  experiea  ^ 
in  the  rough-and-tunp 
computer  industry  1 
help  power  its  comri' 
cial  takeoff.  The  Gen^a 
Motors  Corp.  unit  reot 
ly  sold  Northwest  Airlines  $70  milWlinj^ 
worth  of  personal  video  screens  >|^jj,^j 
planes.  It  has  launched  a  line  of  arcj« 
games  based  on   its   flight-simula  J  ^ 
knowhow.  And  it  has  converted  a  rair 
parts  plant  to  make  power-system 
for  (jM's  new  Impact  electric  car. 

If  anything,  small  contractors  are  in 
verting  faster  than  big  ones.  In  I'S 
little  J.  T.  Slocomb  Co.  generated  605) 
its  sales  from  engine  parts  for  milil'J 
fighters.  The  South  Glastonbury  (Co.. 
company  has  since  reduced  its  dejo 
dence  on  the  Pentagon  by  boostingjt 
marketing  staff  and  sinking  $1.5  milii 
into  a  forging  plant  that  makes  partsW 
Pratt  &  Whitney  engines  for  Boeing  p 
jets.  The  result:  Revenues  stayed  stelr 
at  $39  million,  but  defense  produced  .^1 
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ightmare  Scenario  #2 

FHE  RUNAWAY 
BASH  SUCKER. 

Why  didn't  someone  tell  me  this  @$!?& 
etwork  would  cost  so  much?'' 


m  lot  of  executives  go  pale 
when  they  see  how  much 
their  computer  networks  are 

lly  costing  them. 

'What's  with  all  this  new  pay- 
I?"  they  ask. '  I  thought  this  thing 
s  going  to  save  us  money." 
Poo  late.  They're  strapped  to  a 
laway  cash  sucker  and  heading 
vnhill  fast. 

Fhe  fact  is,  the  real  economics  of 
ming  a  computer  network  are 
/er  even  mentioned  by  the  peo- 
trying  to  sell  you  one. 
^nd  not  knowing  can  cost 
I  plenty. 

Research  proves  Banyan 
nore  cost-effective  tlian 
Novell,  IBM,  DEC  and 
Microsoft. 

A'^hich  brings  us  to  the  research 
ort  offered  free  on  this  page. 
:t  was  compiled  by  the  Business 
search  Group,  and  shows  how 

Time  Required  To 

Add  A  Network-Wide  Service 


nyan 
NES 


0     20    40     60    80    100  120    140  160 
Minutes 

less  Research  Group/Newton,  MA  bc16D 


For  sheer  cost-effectiveness. 
Banyan  surpasses  e\'er)'one. 


Banyan,®  Novell?  IBM,®  DEC,®  and 
Microsoft®  stack  up  against  each 
other  in  cost  of  operation. 

What  BRG  did  was  to  interview 
the  day-to-day  LAN  managers  at 
180  different  organizations  about 
the  length  of  time  required  to  exe- 
cute 1 1  typical  network  functions. 


Send  for  this  impartial  survey 
of  network  cost-efficiency.  It's  full 
of  hard,  actionable  data. 

Banyan  won  in  all  1 1  categories. 
Often  by  astounding  margins. 

Whatever  the  job,  administrators 
of  Banyan  VINES®  networks  were 
able  to  do  them  faster. 

And  faster  translates  into  smaller 
staffs  and  lower  cash  outlays. 

Banyan  won  across  the  board 
because  our  unique  integrated 
architecture  greatly  simplifies 
administration.  With  Banyan 
VINES,  cost-efficiency  is  built  in 
from  the  beginning. 


Computer  networks  are  rapidly 
becoming  indispensable  to  busi- 
ness. So  understanding  the  true  cost 
of  networking  is  now  critical. 

The  BRG  report  is  a  good  place 
to  start.  This  is  a  real-world  report 
based  on  the  testimony  of  actual 
network  managers. 

Banyan  is  the  world  leader  in 
simplifying  the  use  and  manage- 
ment of  networks — and  we  can 
show  you  why. 

For  your  free  copy 
of  the  BRG  report, 
call  1-800-828-2404. 


I  1 

I  Please  send  this  coupon  to:  BANYAN,  i 
I  120  Flanders  Road.  Westboro,  MA  01581  j 
I  1-800-828-2404.  i 


NAME 
TTTLE 
COMPANY 
ADDRESS 

CfTY  STATE  ZIP 

PHONE 


j    BANYAN*  i 

j  Networking.  Without  Limits.''"  ] 
I  1 


ITV;  of  last  year's  total.  Pericles 
Haleftiras,  president  of  Structured  Tech- 
nology Corp.,  a  small  Connecticut  mili- 
tary software  and  engineering  company, 
says  he  now  devotes  80'/  of  his  time  to 
commercial  sales.  "When  things  are  go- 
ing well,  you  can  be  deluded  into  compla- 
cency," he  says.  "Not  anymore." 

Most  defense  comjjanies  still  see  Un- 
cle Sam  as  their  main  customer,  though. 
The  nonmilitary  government  market  is 
expanding  as  cost-conscious  agencies 
farm  out  some  work  to  private  contrac- 
tors. Beyond  that,  the  Postal  Service  and 
Federal  Aviation  Administration  are 
spending  billions  on  new  labor-saving 
equipment  and  systems  upgrades. 
"There's  very  little  difference  between 
detecting  a  target  in  the  Persian  Gulf 
and  in  the  airspace  over  New  York 
( .'ity,"  contends  f^rederick  F.  Jenny,  pres- 
ident of  Unisys  Corp.'s  Parama.x  Sys- 
tems unit.  It  has  installed  air  traffic  con- 
trol gear  at  more  than  200  airports. 
NOSEDIVE.  Still,  adjusting  to  new  mar- 
kets is  tough.  Most  contractors  have 
trouble  learning  to  do  the  e.xtensive  mar- 
ket research  that  commercial  ventures 
rei|uire,  instead  of  merely  following  the 
very  specific  directions  the  Pentagon 
gives  them.  Als(j,  with  so  many  contrac- 
tors targeting  the  same  markets  foi'  di- 
versification, "the  competition  is  se- 
vere," says  William  R.  Evans,  a  vice- 
president  at  Delta  Industries,  a  maker  of 
jet  fighter  components.  With  the  reces- 
sion whacking  commercial  plane  sales, 
for  instance,  Hughes  took  a  $40  million 
write-off  in  last  year's  third  (juarter 
on  a  new  commercial  flight-simulator 
business. 

To  ease  the  transition.  New  York, 
Connecticut,  and  Virginia  have  orga- 
nized diversification  programs  that  offer 
companies  how-to  workshops  and  finan- 
cial aid.  (.)n  Cajjitol  Hill,  Rei)resentati\  c 
Thomas  J.  Downey  (D-N.Y.)  is  prepai'- 
ing  legislation  to  provide  $10  billion  in 
federal  loan  guarantees  for  defensf 
companies  seeking  to  diversify,  j)lus  tax 
incentives  for  retooling  and  $1  billion  in 
matching  grants  to  states.  A  trimmed- 
down  version  of  the  bill  is  likely  to  pass, 
despite  Pentagon  opposition. 

Such  measures  aren't  a  cure-all.  De- 
s])ite  its  diversification  drive,  for  in- 
stance, Westinghouse  Electronic  laid  off 
;!,000  employees  last  year  after  the  Pen- 
tagon canceled  the  Navy  A-12  bomber, 
on  which  it  was  a  subcontractor.  "I  don't 
see  how  we're  going  to  avoid  some 
pain,"  says  Katherine  Gillman,  a  senior 
associate  at  the  Office  of  Technology 
Assessment.  Still,  if  arms  makers 
weren't  working  so  hard  f)n  plowshares, 
the  damage  could  be  a  lot  worse. 

Bjl  A/iij/  lioriKs  in  Wiish I uf/toN,  icith 
Eric  Sell  i lie  in  Los  A>i(/('lcs.  Ziichdi  if 
Schiller  iii  ('Ivrchind,  Lisa  Driscoll  ui  Sciv 
Hiircn,  mill  Joseph  IVcbcr  in  Philadelphia 


DESIGN  TRENDS  I 


WHAT  WORKS  FOR 
ONE  WORKS  FOR  ALL 


1 


Old  or  young,  disabled  or  able,  universal  design  makes  life  eas: 


Patricia  Moore  grew  up  with  her 
grandparents  at  home.  She  dis- 
tinctly remembers  when  her 
grandmother  had  to  stop  cooking:  Ar- 
thritis had  made  it  impossible  to  hold  a 
potato  peeler,  tear  open  a  milk  carton,  or 
pry  out  the  little  spout  on  a  salt  box. 

Mooi'e  remembers  that  she,  too,  had 
trouble  using  most  of  the  same  prod- 
ucts. The  rickety  peelers  were  difficult 


CALL  ON  ME: 

AT&T's  Big  Buttons 
has  big  appeal — 
and  an  amplifier 
for  those 
with  poor 
hearing 
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to  gras[),  and  opening  those  tiny  metal 
spouts  usually  meant  a  mildly  danger- 
ous assault  with  a  sharp  weapon.  Now, 
Moore,  39,  is  at  the  forefront  of  a  move- 
ment called  universal  design.  The  princi- 
ple is  simple:  Products  designed  to  be 
easily  used  by  disabled  individuals  also 
work  better  for  the  rest  of  us. 
ILLEGAL  OFFICES.  Universal  design  is  fast 
becoming  the  hottest  approach  in  indus- 
trial design,  thanks  to  Grandma, 
Grandpa — and  the  federal  government. 
Signed  in  January,  the  Americans  with 
Disabilities  Act  (.\D.\)  aims  to  guarantee 
equal  opportunity  in  employment,  public 
accommodations,  transportation,  and 
telecommunications  for  people  with  dis- 
abilities. It  requires  that  all  electronic 


office  equipment  be  usable  by 
capped  employees.  The  act  is  fo 
manufacturers  to  consider  how  th 
sign  of  their  products  affects  and 
defines  the  handicapped  in  Americ; 

Moore  is  responsible  for  devel 
the  twin  concepts  behind  the  univ 
design  approach.  She  trained  as  a 
dustrial  designer  under  pioneer  des 
Raymond  Loewy  in  the  early  1970i 
went  on  to  becoi 
gerontologist.  M 
began  by  standing 
concepts  on  their 
and  suggesting 
"disabilities"  are 
cally  defined  by 
nets  and  architec 
not  age  or  health, 
ergonomically  co 
utensils,  Moore's  g| 
mother  would 
been  able  to  cook 
into  her  80s.  She 

  not  have  been 

abled"  in  the  kit| 
So,  too,  when  wheelchair-bound  pj 
have  access  to  offices,  movies,  anc 
taurants,  they  are  as  mobile  and  "a^ 
as  anyone  else. 

Moore  also  suggested  that  pro| 
designed  to  be  easily  used  by  the 
abled  tend  to  be  more  easily  use 
those  with   full  abilities.  The  rd 
"Universal  design  allows  businesP 
widen  the  consumer  market  for  all  |0( 
ucts,"  says  Moore,  who  runs  MoorP 
sign  Assn.  in  Phoenix.  i 

Consider  the  lowly  bathtub.  The  |iti 
room  is  the  most  dangerous  room  i  lii 
home,  largely  because  so  many  acciint 
occur  getting  in  and  out  of  slippery  Ife 
This  is  not  only  true  for  the  elderfbii 
also  for  children  and  adults.  Kohlerk). 


new  walk-in  bathtub  takes  the  dm' 
out  of  bathing  by  installing  a  door  itb 
tub.  No  more  clambering  over  their 
Open  the  door,  sit  down — either  i; 
seat  or  at  the  bottom  of  the  tub-'W 
close  the  door.  When  the  water  is  tint' 
on,  built-in  sensors  automatically  tui  0 
a  pump  that  inflates  a  seal  arouniiti'' 
door  and  prevents  any  leaks.  To  djjg' 
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iES) 

il 


',  Kohler  adapted  a  technology 
seal  the  canopies  in  fighter 

valk-in  Precedence  Bath  is 
erational.  "We  want  it  for  any- 
Ti  older  adults  to  younger  chil- 
10  doesn't  feel  secure  stepping 

bathtub  rim,"  says  Todd 
lerg,  who  led  Kohler's  in-house 
earn.  Dannenberg  designed  the 
t  into  the  standard  bath  alcove, 

priced  at  $2,600  for  bath  only, 
)0  with  a  whirlpool. 
I  FUN.  A  new  line  of  kitchen 

that  Patricia  Moore's  grand- 
would  have  loved  is  a  perfect 

of  universal  design.  In  fact, 
id  a  major  hand  in  designing  it. 
?ars  ago,  Sam  Farber,  the  re- 
inder  of  high-end  kitchenware 
opco  Inc.,  started  a  new  compa- 

International.  He  hired  Smart 
[nc,  a  New  York  City  design 

create  knives,  spoons,  and,  yes, 
jelers  that  could  be  used  easily 
e  5  to  95  years  old. 
;y  was  in  the  handle 


ly  when  knives  and  spoons  are  wet. 
Monsanto  Co.'s  Santoprene  thermoplas- 
tic fit  the  bill  and  was  dishwasher-safe. 
Finally,  adding  a  few  fins  for  fun  made 
people  want  to  pick  up  and  use  the 
products.  "Good  Grips  is  a  superb 
example  of  how  a  product  can 
appeal  to  the  broad  general 
market  and,  at  the  same 
time,  be  ergonomically  su- 
perior for  elderly  and  dis- 
abled individuals,"  says  Ar- 
nold Wasserman,  dean  of  the 
Art  &  Design  School  at  Pratt  Insti- 
tute in  New  York  City.  "It  blows  the 
idea  that  you  have  to  have  specialized 
and  segregated  design,  with  low  produc- 
tion volumes  that  cost  a  lot  of  money,  to 
accommodate  the  disabled  and  elderly. 


WALK  RIGHT  IN: 

A  tub  with  a  door 
from  Kohler 
makes  bathing 
less  perilous 


ited  to  make  a  universal  handle 
Id  fit  on  all  the  tools  that  every- 
,"  says  Tucker  Viemeister,  one 
;  Design's  four  partners.  "That 
,ve  us  a  big  market  and  make 
turing  and  marketing  cheaper." 
er's  father.  Read,  helped  design 
lous  Tucker  car  and 
his  son  after  the 
ough  auto, 
ister  consulted 
id  came  up  with 
-part  solution, 
enlarging  the 
'ould  improve  le- 
and  spread  the 
g  pressure  over 
■e  palm,  eliminat- 
iping  of  the  fin- 
ing a  rubbery  ma- 
tead  of  a  slippery 
vould  make  grip- 
ch  easier,  especial- 


This  is  the  whole  point  ui  uni\ersal 
design." 

Procter  &  Gamble  Co.  is  proving  that 
point,  too.  Moore  persuaded  P&G  to  make 
its  cardboard  detergent  box  more  conve- 
nient, especially  for  older  people.  "P&G 
recognized  it's  a  real  pain  for  everyone 
to  open  the  box,"  she  says.  Moore  helped 
design  an  easy-to-open  plastic  top  that 
has  been  put  on  several  P&G  products, 
including  the  Tide  Snap  Top.  "It's 
an  elegant  little  solution  to 
something  that  unnerves 
us  all,  not  just  the  el- 
derly," says  Moore. 


CHANGING  TIDE: 

An  easy-to-open 
plastic  top  takes 
the  frustration  out  of 
detergent  boxes 


GET  A  GRIP: 

OXO's  big-handle 
utensils  are  selling 
well  in  specialty 
\^^^  y  and  gourmet  stores 

The  impact  of  and  universal  de- 
sign, however,  may  be  felt  most  strong- 
ly in  the  office.  Fortunately,  many  mak- 
ers of  office  and  telecommunications 
equipment  have  been  on  to  universal  de- 
sign for  years.  Take  American  Tele- 
phone &  Telegraph  Co.'s  Big  Buttons 
telephone.  It  features  large-size  num- 
bers for  those  with  impaired  sight  or 
finger  mobility,  plus  an  earpiece  that  can 
pump  up  the  volume  for  the  hard-of- 
hearing.  The  large  buttons  match  the 
functional  abilities  of  small  children,  and 
the  playful  styling  appeals  to  all  ages. 
Another  example  is  voice-activated 
phones.  These  were  first  produced  for 
the  disabled,  who  can't  hit  small  buttons, 
but  they  also  work  for  busy  honchos, 
who  can  shout  "Pittsburgh"  while  dou- 
ble-tasking and  have  their  phone  auto- 
matically dial  their  office  in  that  city. 
BIG  SALES  PAYOFF.  Xerox  Corp.'s  new 
5775  digital  color  copier  is  also  universal- 
ly designed.  Its  CRT  display,  which  pro- 
vides information  on  how  to  operate  the 
machine,  is  mounted  on  an  articulated 
arm  that  can  be  positioned  for  use  by 
someone  in  a  wheelchair.  The  5775  also 
allows  office  workers  to  clear  the  path 
of  jammed  paper  through  a  door  in  the 
front  of  the  machine.  This  makes  the 
copier  easier  to  use  not  only  for  the 
wheelchair-bound,  but  for  everyone. 

For  business,  the  big  payoff  from  uni- 
versal design  is,  of  course,  in  sales.  And 
if  Good  Grips  is  any  indicator,  companies 
are  likely  to  profit  by  the  approach. 
Priced  at  the  high  end  of  the  kitchen- 
utensils  market— $5  to  $10  each— Good 
Grips  products  have  been  a  great  suc- 
cess in  the  Crate  &  Barrel  chain,  Wil- 
liams-Sonoma, and  Bloomingdales  and  in 
such  stores  as  New  York's  Zabar's.  So 
successful  has  it  been  for  0X0  that 
Smart  Design  is  just  completing 
a  less  expensive  line  to  be  sold  in 
discount  stores.  OXO's  Farber 
hopes  to  knock  off  his  own  prod- 
uct before  the  foreign  competi- 
tion does. 

By  Bruce  Nussbaiuii    in  Neu- 
York 
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Investing 


PINT-SIZE  FUNDS 
THAT  PACK  A  PUNCH 


The  FAM  Value  Fund, 
now  in  its  sixth  year, 
has  delivered  its  share- 
holders above-average  re- 
turns with  below-average 
risks.  In  the  first  quarter,  in 
which  the  average  mutual 
fund  only  broke  even,  FAM 
Value  was  up  12.37'.  But  the 
$21  million  equity  mutual 
fund  is  all  but  invisible.  Feni- 
more  Asset  Management, 
which  runs  the  fund  out  of 
the  upstate  burg  of  Cobles- 
kill,  N.  Y.,  can't  compete  with 
the  likes  of  Fidelity,  Dreyfus, 
and  Vanguard  in  promoting 
its  fund.  Nor  does  it  have  an 
army  of  brokers  to  speak  for 
its  virtues. 

Without  such  marketing 
muscle,  fund  managers  have 
a  tough  time  reaching  inves- 
tors. That's  because  there  are 
2,300  stock  and  bond  mutual 
funds  alone,  and  hundreds 
more  open  every  year. 

Funds  that  soar  to  the  top 
performers'  list  don't  stay  un- 
known for  long.  The  Berger 
100  Fund,  for  instance,  had 
only  $15  million  in  assets  at 
the  end  of  1990,  but  when  it 
scored  a  spectacular  88.87  to- 
tal return  in  1991,  the  fund 
drew  swarms  of  investors  and 
now  has  $322  million.  But  the 
sturdy  funds  that  consistently 
run  in  the  front  of  the  pack 
without  making  the  year's 
Top  10  can  go  for  a  long  time 
without  recognition. 
ROOM  FOR  MORE.  Buying  an 
overlooked  fund  isn't  like  dis- 
covering a  gem  of  a  stock  be- 
fore Wall  Street  finds  it.  In 
that  case,  investors  chasing  a 
fixed  number  of  shares  can 
make  the  per-share  price  soar. 
But  when  investors  pile  into  a 
mutual  fund,  the  fund  issues 
new  shares.  So  the  holdings 
of  existing  shareholders  don't 
necessarily  go  up  in  price. 

One  virtue  of  these  neglect- 
ed funds  is  their  size.  A  $20 


million  fund  can  invest  in  a 
relatively  illiquid  stock  with  a 
$50  million  market  capitaliza- 
tion. A  $500  million  fund 
wouldn't  even  consider  such 
an  investment,  since  it 
wouldn't  be  able  to  buy 
enough  stock  to  make  an  im- 
pact on  the  portfolio.  "Smaller 


GOOD  PROSPECTS 
OFTEN  HOVER 
ELOW  THE  TOPI 


funds  are  far  more  flexible  in 
what  they  can  do,"  says  Ken 
Gregory,  editor  of  L/G  No- 
Load  Fund  Analyst. 

The  drawback  of  small 
funds  is  that  they  often  have 
high  expense  ratios,  since 
there  are  fewer  assets  over 


which  to  spread  fixed  costs. 
FAM  Value,  Sit  "New  Begin- 
ning" Income  &  Growth,  and 
Meridian  funds,  have  higher 
than  average  expenses.  Still, 
mutual-fund  performance  is 
reported  after  expenses,  so 
what  you  see  in  the  numbers 
is  what  has  actually  been 
earned. 

FAM  Value,  for  instance, 
was  up  47.67  last  year.  The 
average  growth  and  income 
fund  rose  29.37.  And  while 
the  Sit  fund  only  kept  pace 
with  the  growth-and-income 
average  last  year,  like  FAM 
Value,  it  outdistanced  its  peer 
group  over  three-  and  five- 
year  periods.  The  two  take 
very  different  approaches  to 
investing.  FAM  gravitates  to 
smaller  companies  and  rarely 
trades  its  stocks.  The  Sit  fund 
keeps  20?!  of  the  portfolio  in 
bonds — and  puts  the  balance 
in  large-cap  growth  stocks 
such  as  Home  Depot,  Merck, 
and  Wal-Mart. 


Likewise,  Meridian 
based  in  Larkspur,  C 
stands  out  among  small 
pany  funds.  Portfolio  m 
er  Rick  Aster  has  been 
helm  since  1984,  rackin 
an  average  annual  to 
turn  of  16.47  for  1987  to 
vs.   13.97    for  the  av 
small-company  fund.  In 
Meridian  was  up  biji 
easy  feat  considering 
257  of  the  portfolio  w 
cash.  Still,  Meridian  has 
$18  million  in  assets. 
SO  FICKLE.  Sometimes, 
are  ignored  when  their  i 
ment  styles  go  out  of  fa 
Many  asset-allocation  f 
which  try  to  minimize 
and   maximize  return 
shifting    between  st( 
bonds,  and  cash,  have 
lived  up  to  expectations 
that's  not  the  case  witl 
$26.5  million  MIMLIC  Ass( 
location  Fund.  Now  split 
ly  between  stocks  and  b 
the  fund  declined  4.17"  i: 
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ter,  but  it  hasn't  had 
jndar  year  of  nega- 
ns. 

is  a  small-fund  fam- 
ometimes,  funds  of 
lilies  are  lost,  too. 
le  case  with  the  $75 
Dreyfus  Strategic 
nesting  Fund,  one  of 
consistent  interna- 
ds.  Highfliers  in  the 
i,  most  of  these 
ve  come  down  to 
t  not  this  one.  In 
hen  international 
•e  down  11.6%,  Drey- 
egic  World  was  up 
t  year,  it  also  out- 
peers. 

ind's  secret,  says 
manager  Fiona 

its  ability  to  hedge 
id  foreign-exchange 

futures  and  options 
.  Right  now,  she  has 
ost  of  her  U.  S.  and 

stocks  because  she 
ose  markets  are  in 
ble.  "We're  a  limited 
ip,  and  we  can  do 
1  trading  and  hedg- 


ing that  regular  funds  can't," 
she  says.  Still,  as  with  regular 
funds,  investors  have  access 
to  their  money  at  any  time. 

Talk  about  out-of-favor  in- 
vestment styles,  and  it's  easy 
to  see  why  the  $11  million 
Merger  Fund  is  languishing. 
It's  the  only  mutual  fund  that 
invests  solely  in  takeover  ar- 
bitrage. Although  deals  are 
fewer  in  number,  says  Fred 
Green  of  Westchester  Capital 
Management,  the  fund's  ad- 
viser, "the  quality  of  the  deals 
is  much  better  and  they're 
more  likely  to  be  completed." 
And  while  the  Merger  Fund  is 
classified  as  a  maximum- 
growth  fund,  adds  Green, 
"our  goal  is  not  to  beat  the 
market  but  to  earn  a  consis- 
tent 12%-to-15%  total  return." 
The  three-year  record  is  pal- 
try, but  last  year,  the  fund 
earned  16.8%,  and  in  the  first 
quarter  of  this  year,  it  was  up 
2.3%. 

Even  among  the  bond 
funds,  which  are  fewer  in 
number  and  far  more  homo- 


geneous in  their  returns, 
there  are  undiscovered  trea- 
sures. John  Rekenthaler,  edi- 
tor of  Morningstar  Mutual 
Funds,  says  the  $63  million 
FPA  New  Income  Fund 
"would  be  a  much,  much  larg- 
er fund  if  its  marketing  was 
as  good  as  its  portfolio  man- 
agement." Portfolio  manager 
Robert  Rodriguez  doesn't  dis- 
agree with  that  and  says  the 
fund,  which  is  sold  by  brokers 
with  a  4.5%  load,  will  be  get- 
ting new  marketing  attention 
in  coming  months. 
HARBOR  UGHT.  Unlike  most 
bond  funds,  which  focus  on 
sectors  such  as  intermediate- 
term  government  bonds  or 
long-term  munis,  ??.\  New  In- 
come has  a  broad  range.  For 
starters,  the  fund  can  move 
its  average  maturity  any- 
where from  2  to  10  years.  It 
also  has  about  75%  of  the 
portfolio  in  governments  or 
high-quality  corporates  and  a 
quarter  in  lesser-quality  con- 
vertibles and  preferred  stock. 
That  feature  gives  the  fund 


diversification  that  many 
bond  funds  don't  have.  "A 
stronger  economy  can  push 
interest  rates  higher,  which 
hurts  government  bonds,"  ex- 
plains Rodriguez.  "But  better 
business  conditions  raise  the 
value  of  the  junk  bonds." 
While  the  average  corporate- 
bond  fund  was  slightly  down 
in  the  first  quarter,  FPA  New 
Income  was  up  1.27". 

The  Harbor  Bond  Fund, 
with  $41.2  million  in  assets,  is 
also  intriguing.  Harbor  Capi- 
tal Management  in  Toledo  dis- 
tributes the  fund,  but  the 
portfolio  is  run  by  William 
Gross  of  Pacific  Investment 
Management  in  Newport 
Beach,  Calif.  Gross,  one  of 
the  best  fixed-income  manag- 
ers in  the  country,  runs  Har- 
bor Bond  much  like  his  own 
PIMIT  Total  Return  Portfolio. 
The  two  differ  in  one  major 
way:  To  open  an  account  at 
PIMIT  you  need  $500,000;  for 
Harbor  Bond,  it's  $2,000.  That 
alone  makes  the  fund  worth 
knowing.  Jeff  Laderman 
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Electronics 

TAKING  CHAOS 
OUT  OF  REMOTE 
CONTROL 


If  your  coffee  table  is  piled 
high  with  remote-control 
units  for  the  TV,  VCR,  CD 
player,  cable  box,  and  stereo, 
you  might  want  to  consolidate 
them  with  a  single  universal 
remote.  These  devices  can  op- 
erate as  many  as  16  pieces  of 
equipment,  and  the  latest  pre- 
programmed models  are  rela- 
tively simple  to  use. 

All  you  have  to  do  to  make 
them  work  is  punch  in  a  few 
numbers  that  correspond  to 
the  brand  and  model  of  your 
electronics  gear.  They're 
much  easier  to  set  up  than 
older  "learning  remotes," 
which  had  to  be  "taught"  by 
placing  them  head  to  head 
with  the  original  remotes  and 
pressing  corresponding  but- 
tons. If  your  original  was  lost 
or  broken,  you  were  stuck. 

The  new  universals  vary  in 
complexitv.  Audiovisual 


freaks  might  go  for 
the  SC-2000  ($129.95) 
from  Infrared  Re- 
search Labs.  This 
high-end  model,  with 
a  daunting  array  of 
keys,  can  operate 
eight  audio  and  eight 
video  components  at 
a  time.  In  addition  to 
vital  controls,  such 
as  volume  and  chan- 
nel, it  can  adjust  col- 
or, tint,  contrast, 
bass,  and  treble. 
SCREEN  GEMS.  Ordi- 
nary couch  potatoes 
might  be  happier 
getting  just  the  ba- 
sics with  "Big  But- 
ton" ($49.99)  from 
Jasco  Products  or 
"Big  Easy"  ($29.95) 
from  Universal  Elec- 
tronics. Although 
they  replace  only 
four  remotes — TV, 
VCR,  cable  box,  and  an  auxilia- 
ry piece  of  equipment — both 
feature  large,  easy-to-identify 
buttons.  For  example,  the 
stop  button  is  shaped  like  an 
S,  and  the  one  for  record  is  an 
R.  "Big  Easy"  is  due  out  on 
May  1,  and  "Big  Button"  will 
be  available  June  1.  Or  try  the 


rudimentary  Easy3  ($24.99) 
from  Gemini. 

Other  models  of  note  in- 
clude Jasco's  "Quick-Set" 
($99.99),  which  lets  you  pro- 
gram your  VCR  on  a  liquid- 
crystal  display  (LCD)  built  into 
the  remote  device.  Fox  Elec- 
tronics &  Technology  sells  an 


eight-in-one  re 
($99.95)  with  a 
sensitive  LCD 
switches  to  a  d 
ent  screen  for 
piece  of  equipm 
A  drawbac 
some  cheaper 
is  that  they  can 
upgraded  to  a 
modate  the  code 
new  component 
els  or  brands  n 
ready  program 
in.  But  that's  i 
problem  if  you 
to  keep  your  e 
ment  for  a  whil 
Also,  some  u 
sals  may  lose 
[irogramming 
the  batteries  di 
are  replaced 
Gemini's  rem 
have  "nonvola 
chips  that  will  r 
information 
without  batteries,  and  Ur 
sal's  include  a  lithium-bai 
backup.    If    your  rei 
doesn't  have  that  kind  of 
tection,  hang  onto  the  ins 
tion  book:  When  the  batt 
wear  out,  you'll  have  to  p 
in  the  brand  codes  all 
again.  Pam  I 


Collateralized  mortgage 
obligations  (CMOs)  have  a 
strong  appeal:  above-average 
yields  and,  in  many  cases,  a 
government-agency  guaran- 
tee on  interest  and  principal 
payments.  But  while  credit 
risk  is  minimal,  market  risk 
can  be  substantial.  Swings  in 
interest  rates  can  postpone 
the  final  payoff  for  more 
than  a  decade  or  greatly 
shorten  maturities.  And  if 
you  pay  above  par  and  sell 
before  maturity,  you're  like- 
ly to  face  a  loss. 

CMOS  are  created  when  an 
investment  firm  buys  a  pool 
of  residential  mortgages. 
With  that  pool  as  collateral, 
analysts  create  many  differ- 
ent CMO  securities,  called 
tranches  (French  for 
"slices"),  each  with  a  unique 
claim  on  the  projected  inter- 
est and  principal  streams 
from  the  underlying  mort- 
gages. Each  tranche  has  a 
different  yield  and  stated 
maturity,  based  on  its  struc- 


Smart  Money 

CMOs:  ARE  THE  SOLID  YIELDS 
WORTH  THE  UNCERTAINTIES? 


ture  and  historical  patterns 
of  mortgage  repayment. 

The  most  volatile  CMOs  are 
the  ones  sold  most  often  to 
individuals.  Such  "compan- 
ion" or  "support"  CMOs  act 
as  shock  absorbers  for  more 


Interest-rate  swings 
can  delay  payoffs — 
or  bring  them  too  fast 


stable  CMOS,  called  planned 
amortization  classes  (PACs), 
sold  mostly  to  institutions.  If 
interest  rates  fall,  more 
mortgages  are  refinanced, 
and  prepayments  spike  up. 


PACs  get  a  fixed  amount,  and 
any  excess  payments  that 
could  shorten  maturities  go 
to  companion  CMOs.  But  if 
rates  rise  and  refinancings 
and  home  resales  fall  below 
projections,  PACs  get  paid 
first.  Companions  get  their 
coupon  payment  but  may  not 
get  principal  portions.  That 
would  extend  the  CMO's  life. 

The  reward  in  yield  is 
tempting.  For  example,  five- 
and  seven-year  companion 
CMOS  yield  about  2%  more 
than  five-  and  seven-year 
Treasuries.  Some  say  that 
makes  the  risk  worthwhile. 
"There's  nothing  wrong  with 
companion  CMOs  as  long  as 
investors  realize  that  the  ma- 
turity may  be  dramatically 


different  than  what  was 
sented  initially,"  says  Ge: 
Guild,  head  of  fixed  inc( 
at  Advest.  "If  some 
doesn't  care  about  matui 
it's  a  way  to  get  hig 
yield." 
SEE-SAW.  To  see  what  in 
est-rate  swings  can  do, 
sider  a  five-year  compai 
CMO  issued  on  Dec.  1,  1 
yielding  8.51%.  If  inte: 
rates  stay  stable,  inves' 
get  their  last  principal 
ment  in  1997.  But  if  inte 
rates  go  up  two  percen 
points,  they  have  to  wai 
more  years,  until  2010, 
if  rates  go  down  two  poi 
they'll  be  paid  off  in  19& 
If  a  CMO  sounds  tempt 
ask  your  broker  what  W( 
happen  if  interest  n 
spiked  up  or  down.  Fo 
free  guide  to  CMOs  and  ot 
mortgage  securities,  writ 
the  Public  Securities  Ass 
Publications  Dept., 
Broad  St.,  New  York,  ^ 
10004.  Suzanne  Wot 
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Fit  had  less  legroom,  a  lesser  warranty, 
and  cost  thousands  more,  it  could  be  a  Cadillac. 

Logic  would  seem  to  dictate  that  when  you  pay  thousands  of  dollars  more  for  a  car,  you  should  get 
a  lot  more  car.  Apparendy,  in  the  case  of  the  Cadillac  Sedan  DeVille  versus  the 
Chrysler  Fifth  Avenue,  logic  does  not  apply.  Both  cars  provide  ample  room  tor 
six,  air-conditioning,  automatic  transmission,  automatic  load  leveling,  stereo 
sound  system,  fully  reclining  seats,  all  as  standard  equipment.  Both  offer  safety  and 
performance.  A  driver's  air  bag  is  standard  on  the  Chrysler  Fifth  Avenue,  as  is  a  powerful  fuel- 
injected,  3.3-liter  V-6.  Anti-lock  brakes  are  also  available.  Here,  however,  is  where  logic  totally 

tails  apart.  The  restyled  Chrysler  Fifth 
Avenue  costs  thousands  less,  yet 
it  has  more  rear  legroom  than 
the  largest  Cadillac*.  And  it  offers 
a  better  warranty:  bumper-to-bumper 
protection  for  5  years  or  50,000  miles!  So  if  you're  looking  for  a  great  luxury  car,  defy  logic.  Pay 
less,  get  more.  Chrysler  Fifth  Avenue.  Fe^r  more  information,  call  1 -800-4 A-CHRYSLER. 

ADVANTAGE:  CHRYSLER  4^ 

A        DIVISION        OF        CHRYSLER  CORPORATION 


ipmcnl  li-vels  vary  Legnrnm  LiinifxinMin  roCaJilhc  Rrouiiham  t Excludes  nunn.il  m.imlcniifnc,  ajjusrnicnrs  anj  wear  items  See  limited  warrjnt\'  atdealti  Some  festTictlnns  apply 


ersonal  Business 


Leisure 


TENNIS  CAMP: 
IT'S  YOUR 
ADVANTAGE 


aybe  you've  got  a 
wobbly  backhand. 
1  Maybe  your  tennis  is 
always  a  notch  or  two  below 
your  opponent's.  Or  maybe 
you're  a  beginner,  caught  be- 
tween enthusiasm  for  a  great 
sport  and  frustration  over 
how  long  it  takes  to  learn. 

Falling  into  all  three  cate- 
gories (and  others),  I  was  a 
prime  candidate  foi-  remedial 
help  at  an  adult  tennis  camp. 
But  this  was  a  vacation — I 
didn't  want  to  rough  it.  John 
Gardiner's  Tennis  Ranch  in 
Scottsdale,  Ariz. — reputedly 
one  of  the  best  places  to  get 
both  expert  tennis  instruction 
and  four-star  accommoda- 
tions— seemed  the  place  to  go. 
Tennis  magazines  rate  it  an 
ace,  and  the  Zagat  U.  S.  Hotel 
Survey  ranks  it  among  the 
top  resorts  in  the  West. 

For  $1,950 — comparable 
to  other  fancy  tennis  ^ 
camps  (table) — I  sam- 
pled life  along  High 
Lob  Avenue  and  Fol- 
low Thru  Lane  in  an 
all-inclusive  "tennis 
clinic   week."  The 
package  promised  a 
chance    to  whack 
(),000  or  so  balls  dur- 
ing six  days  of  S'A- 
hour  lesson  sessions, 
all  the  court  time  I 
wanted,  and  a  couple 
of  massages  to  hoot. 
DESERT  CHARM.  Set  in  the 
shadows     of  Camelback 
Mountain,  the  ranch  lived  up 
to  its  billing.  The  casita 
rooms  were  big  and  comfort- 
able— suites,  really.  The  Con- 
tinental  food   was  excellent 
and    plentiful.    The  wine 
flowed  freely  during  dinner. 
Each  morning,  a  carafe  of 
fresh  orange  juice  and  a 
newspaper  appeared  at  the 
door.  And  the  ranch  exuded 
natural  charm:  adobe-colored 
earth,  orange-laden  trees,  and 
stars   that  seemed  within 
reach.  As  for  the  24  hard 


SERVING  UP  THE  BASICS:  WHACKING  1,000  BALLS  A  DAY  IS  SURE  TO  YIELD  RESULTS 


courts,  well,  there  was  no 
way  to  blame  a  bad  bounce  on 
their  perfect  condition. 

The  clinic  began  Monday  at 
!)  a.m.  ("Whites,"  once  de  ri- 
giu'ur,  weren't  necessary,  but 
tennis  attire  was.)  First  up:  di- 
viding into  group.s,  with  no 


AMELIA  ISLAND  PLANTATION 

Amelia  Island,  Fla.  800-874  6878 

ENCHANTMENT  RESORT 

Sedona,  Ariz.  800-826-4180 

JOHN  GARDINER'S  TENNIS  RANCH 

Carmel  Valley,  Calif.  800  -  659  -  2207 

JOHN  GARDINER'S  TENNIS  RANCH  ON  CAMELBACK 

Scottsdale,  Ariz.  800  •  245  •  205 1 

JOHN  NEWCOMBE  TENNIS  RANCH 

New  Braunfels,  Tex.  800- 444  -6204 

MARRIOn'S  DESERT  SPRINGS  RESORT  &  SPA 

Palm  Desert,  Calif.  800-228-9290 

TOPNOTCH  AT  STOWE 

Stowe,  Vt.  800- 45? -8686 

DATA  BW 


more  than  four  players  to  a 
pro.  We  rated  ourselves,  go- 
ing to  courts  designated  for 
beginners,  intermediates,  and 
so  on — where  pros  checked 
our  judgment  with  drills. 
Most  of  us — a  range  of  execu- 
tives, doctors,  a  lawyer,  a  re- 
tired couple,  and  house- 
wives— judged  correctly. 
There  were  just  two  other  be- 
ginners. Many,  in  fact,  had 
been  to  tennis  camp  before. 


We  beginners  started  with 
the  serve — a  review  of  such 
basics  as  foot  placement,  grip, 
toss,  and  swing.  Then  we 
practiced,  getting  individual 
help.  After  45  minutes,  we 
moved  to  a  different  court 
and  pro  for  drills  and  instruc- 
tion on  ground  strokes.  From 
there,  to  volleys.  Then,  a  dou- 
bles strategy  session.  Last, 
each  player  selected  an 
area  to  work  on — re- 
turn of  serve,  say. 
At  12:30,  it  was 
lunch — or,  for  die- 
hards,  a  free  30  min- 
utes with  ball  ma- 
chines (otherwise  $9 
per  half-hour). 

Although  lessons 
were  tailored  to  abili- 
ties, each  group  un- 
derwent the  same 
routine  each  day.  Vir- 
tually every  shot  was 
covered — lobs,  overheads, 
half-volleys — and  strategy 
got  more  involved  daily. 

By  Tuesday  afternoon, 
though,  my  cohorts  and  I  de- 
cided we  wanted  more  basics 
and  less  strategy.  A  word 
with  management  was 
enough  to  change  our  pro- 
gram. Emboldened,  I  later 
asked  for  even  more  help  with 
mechanics — and  for  two  days, 
I  was  treated  to  one-on-one 
lessons.  One  session  was  par- 
ticularly worthwhile:  With  a 
slight  grip  change,  my  back- 
hand improved  enormously. 


For  those  not 
ed  by  morning 
play,  the  pros 
ranged  a  round 
in  tournament 
Monday  and 
day  afternoons 
any  time,  you 
play  or  practic 
the  courts,  get 
vidual  lessons 
per  hour),  or 
with  a  pro  ( 
You  could  also 
your   play  vi 
taped  to  see 
deficiencies. 

Is   tennis  c 
worth  it'?  For 
definitely.  I  put 
eral  tips  into 
tice,  and  the 
number  of  hou 
spent  hitting 
ball  helped  dev 
muscle  memory.  The  b^i 
players  in  my  group 
curred:  One  surgeon, 
came  because  he  just  b; 
beat  his  regular  partner, 
sure  he  would  now  win  h 
down.   An   advanced  pi 
also  saw  improvement.  Vi^ 
there  were  some  complair 
a  few  of  the  pros  were  ci 
scending,  for  example 
one   regretted  coming, 
many  said  they'd  be  bacl< 

The  week  was  a  real 
tion:  fun  and  interesting 
muscles  weren't  sore,  a: 
had  energy  left  over  for 
runs,  which  the  bountiful 
demanded.     Judy  Dobrzi 


Worth  Noting 


■  ENABLING.  If  your  com| 
isn't  equipped  to  accor|K 
date  disabled  people^ 
People  with  Disabilities 
plain  It  All  for  You 
Avocado  Press,  Louis\k 
Ky.).  This  guidebook  ll 
businesses  how  to  coipl! 
with  the  Americans  with 
abilities  Act,  which  wil  b 
phased  in  by  July. 

■  AUCTION  ACTION.    IRS  |1< 

tions  offer  sweeter  deals  a 
sales  by  Resolution  Tru: 
the  Drug  Enforcement  ^( 
ministration.  That's  one  \H 
from   The  Official  Goii 
ment  Auction  Guide 
George  Chelekis,  due  ot 
June  ($25,  Crown). 
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FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


mmBusiNESsn^^^K 

mARmrniCE 


BUSINESSWEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-5633 


DliWH 


Computers 


BUY  FACTORY  DIRECT  AND  SAVE! 


Allur 


386SX/20MHZ 
NOTEBOOK 

•  60MB  Fast  IDE  Hard  Drive 

•  2MB  RAM  Memory  Standard 
Upgradeable  to  8MB 

•  1  44MB  3,5"  Floppy  Drive 

•  VGA  640  X  480  resolution  Bocklit  LCD 
display  screen  with  32  gray  scales. 

•  1  Parallel  Port,  1  Serial  Port 

•  1  Mouseport  for  PS/2'"  Mouse 

•  Microsoft  Windows  3.0 

•  Microsoft  DOS  5.0  with  DOS  Shell  &  QBasic 

•  Weight;  6.9  lbs. 

•  Enhanced  rechargeable  NiCad  Battery  Pack: 
3  hours  of  operation  before  recharging. 

•  Universal  AC  Power  Adapter  (95V  to  264V) 


•30  day  money- 
back  guarantee 
•Lifetime  toll-free 
technical  support 
•  1  -year  warranty 

on  parts  and  labor 
•COD,  leasing  and 
net  terms  available 


ALL  MAJOR  CREDIT  CARDS  ACCEPTED 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  relieve  back  pain 


'  Built-in  adjustable 
lumbar  support 

■  Adjustable 
neck  rest 

•  Forward-tilt 
feature 


BackSawr 

53MfRy  Am..  Dtpl.  BWE.  Holbton.  MA  01746 


Financial  Services 


Business  Week's 
Annual  Guide  to  the 

BESTMUTUAL  FUNDS 


Take  the  guesswork  out  of 
investing  with  Business 
Week's  famous  Scoreboard 
rankings  and  performance 
ratings  for  1 ,165  mutual 
funds.  035856-7,  $24.95 

Examine  it  free  for  1 5  days. 
Fax  name,  address,  &  this  ad 
to  717-794-5291.  23SP057 


Business  Software 


Presentation  Equipment 


The  most  advanced  pen  sized 

Laser  Pointer 

for  your  presentations 


o  ^^^^^  • 


Suite  205.  Danville 
Tel  510  8201763 


Ideal  For: 
•Executives 
•Realtors 
•Contractors 
•Professors 
•Doctors 


Incredl 
Low  Pri 

Plus  Tax,  $5.0c|i 

•Range  to  55  ydj; 
•Batteries  Incluji 
•5  1/2"long,7/ie 


Computer  Networking 

PRINTER  SHARING. 

InstantNET 

•  Rug  i  Pnnl.  NO  Software  &  NO  Training' 

•  ONLY  $59  per  PC.  connect  jp  to  16  PCs' 

•  30  Day  Money  Back  Guaranleei 

MAXELAN  Inc. 
Call  Toll  Free  1-800-234-1688 


Professional  Equipment 


In  case  of  weather, 
pushbutton. 


Now  you  can  have  complete  weather 
information  literally  at  your  fingertips  with  the 
Weather  Wizard  11.  Easy  to  operate  and 
incredibly  affordable,  it's  as  miraculous  as  the 
weather  itself  All  for  only  $195. 


FEATURES  INCLUDE: 

•Inside  S>  Outside  Temps 
•Wind  Speed  &  Direction 
•Wind  Chill 
•  Time  &  Date 
•Alarms 


'Highs  &  Lows 
'Instant  Metric 
Conversions 
Rainfall  Option 
Optional  PC 
Interface 


Weitheii  Wizud  II 

The  Professional 
Home  Weather  Station 

( )nlv  $  195  Add  $S0  tor  selt.empWinE  ram  collector 
Order  loday  I  800  b78-3bt><)  •  BW616P 

M  f  7jrTi  loS  JOpm  PkiIk  TifW  I  SllU^lMSei 
^VC  dod  VISA  •  Add  IS  lot  diippinR  CA  t«idenb  jdd  sdln  td> 

DtUS  llSTIHmiS  I4(>S  OmimAvi  ,  H«™«RD,CA 94545 


Travel 


natio 


ADVENTURE  IN 
AUSTRIAN  ALPS 

GET  AWAY  FROM  IT  ALL 

Experience  tfie  exfiilaration  of  1 
wall  mountain  rappelling 
adventure  of  a  lifetime  in  tlie  r| 
magnificent  surroundings  on  ei 

Call  for  free  video 
Tyrolean  Rappelling  Tours,  li 
P.O,  Box  79 
Lumberville,  PA  18933 
1-800-775-JUMP  •  Ph/Fax  215-29: 


Sales  Promotion/Mailce 


Sales  Leads  &  Mailing  L 


•  9  Million  U  S  Businesses  ■ 

leiephone  Venfied  wilh  Conlaci  Name  and  Employee 

•  1 7  Million  High  Income  Ameiicans  •  84  Millinn  Consumers 

•  \2  Million  Canadian  Businesses    •  Oppoitunily  Seeken 

FREE  Catalog  Call  (402|  331-7169  or 
American  Business  Lists 

PO  Box  27347. Dept  01-062-Omatia,N 


Nucts 


IT  PAYS  TO  ADVERTI! 
IN  THE  BUSINESS  WE( 
MARKET-PLACE 

The  Business  Week  Mat 
Place  Section  is  a  speciai 
vertising  feature  appearir 
the  first  issue  of  each  mc 
The  Market-Place  prov 
an  ideal  Showcase'  for 
vertisers  who  have  prod 
or  services  that  appea 
Business  Week's  more  llEiis,j 
6,7      million  respor^klowp 
readers,  _ 
For  rates  and  information  w 


BUSINESSWEEK 
MARKET-PLACE 
100  East  Ohio  St  ,  Suite  6] 
Chicago,  !L  60611 
or  call  (31 2)  337-3090 
or  FAX  (312)  337-5633 


Your 

Too  Slow?  =e"^4f'' 

"     T.-  problem  for  $200 

InenitlS  a  month.  Dramatically  ^ 

costing  your  speed  up  your  S/36.  75%  of 

COmDanV  money  '       Fortune  SOO  companies  have 

'      ^'       saved  TIME  &  MONEY  by  using 
ASNA  Call  or  Write  Today  JT  ,  liCCELER  8 

Amalgamated  Software  of^slorth  America 

P.O.  Box  1668  Big  Bear  like,  CA  92315  '  


)R  AD  RATES 
INFORMATION 
PHONE: 
12)337-3090 
OR  WRITE: 


MtMBUSINESSnWm 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL6061 1 
FAX:  (312)  337-5633 


ition/lnstruction 


COMPUTER 
NING  VIDEOS 

ng  manuals,  and  high-pnced 
ng  seminars  Just  LESS  THAN 
Itching  ttie  video,  you  can  be 
je  on  a  computer  with  ('MS- 
2-3  Ver  2  2,  •  Word  Perlect  5  1 . 
3  the  PC,  *  Microsoft  Windows 
Word  tor  Windows, '  IVIicrosolt 
)ws. 'Lotus  1-2-3  for  Windows, 
for  Windows  )  Comes  com- 
.ogic  Notes"  booklet  that  in- 
t-lollow  illustrations,  explana- 
:tions  $19.95  Each  plus  $4  00 
ling  Check  or  Money  Order  to 
n  &  Co  16811  S  Yukon  Ave 
;a  90504  310/538-5797 


ittish  University  offers 

ational  MBA 

through  home  study. 
;  required.  Recognized  by  US 
ication.  Originally  founded 
$6,000.  Ann  Edge,  Herioi- 
ty,(U.S.Agency),  I780Shat- 
;rkeley  CA  94709,  toU-free 
707  orfax  (510)  841-8771. 


EGE  DEGREE 

•  MASTERS  •  DOCTORATE 

For  Work,  Life  and  Academic 
Experience  •  No  Classroom 
},     Attendance  Required 

I  Call  (800)  423-3244 

or  send  detailed  resume 
for  Free  Evaluation 

Vcstern  University 

ipulveOa  Blvd  ,  Dept  170 
leles,  CA  90049  USA 


Security 


-oducts  International, 

,  full  line  of  surveillance 
-surveillance  devices  in 
security  and  protective 
both  personal  and  cor- 
nets. Our  products  in- 
e  of  Ihe  Art,"  recording 
:rainblers.  night  vision 
luntermeasure  devices 

available  by  sending 
ng  and  handling  to  SPI, 
^arslppany,  NJ  07054 


Cable  TV 


rOESCRAMBLERS 

ERS,  ACCESSORIES 

Lowest  Prices.  Best  Senrice. 
6-page  color  catalog  call 

'''(800)234-1006 


^LOG!  1  ■800-345-8927 
HAMLIN  OAK  ETC. 

V  DESCRAMBLERS 


Prices'  •  Compare  Our  Low  Retail 
From  Stock  Shipped  Immedialely' 

meed  Warranties  S  Pnces' 

Ml  Maior  Credit  Cards 

FIC  CABLE  CO.,  INC. 

Dept  854     Reseda,  CA  91335 

irders  &  into  1-800-345-8927 


Corporate  Gifts 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS... 
EVERYDA  YLOW  PRICES  ON. . 


YOUB 
LOGO 
HERE 


CHOOSE  FROM 
HUNDREDS  OF  ITEMS. 
CALL  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


/  24HRS. 
advertisement 

Can  you  imagine  a  full  color 
company  logo  or  any  artistic 
design  on  our  elegant  watch? 
Anything  is  possible!  Just 
send  us  your  company  logo, 
artwork  or  photo  and  we  will 
transform  it  on  our  exquisite 
watch.  Deluxe/Standard 
watch  with  precision  quartz 
movements,  leather  strap 
plus  1  year  warranty. 
Please  send  us  $15.95 
(Lmt.  2  sample/company) 

JAIVIEE  WEST®  LOGO  WATCH 
9816  GARDEN  GROVE  BLVD. 
GARDEN  GROVE,  CA  92644 

FAX  714-534-4673 
1-800-635-2633 


Corporate  Gifts 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 


Our  ]00%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  yo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Free  shipping  for  international  orders.  For  a  price  list  and 
catalogue  please  call:  1-800-847-4478 
Fax  1-718-782-4614 

The  Queensboro  Shirt  Company 

DeptBW24,  119N  1 1th  St.,  Greenpoint,  NY  11211 


Real  Estate 


The  New  Estate 


POST  ANO  BEAM  HOMES.  Designs  range  Irom  laihC 
das&cs  to  your  o'tai  vision  of  corriofl  and  secunty . 
Easlem  Tlmbef  Homes,  Inc. 
Bol  159  •  Leverell,  MA  010S4 
Providing      •  Fineslmalenalsincludingnaiivewoods 

*  Skilled  artisans  and  consultants 

•  WEATHERTIGHTshellhomepackages 
FREEINFORMATION:CallTOLLFREE1-8CIO-742-S237 


Investments 


ENVIRONMENTAL  SOCIAL 

RESPONSIBLE  INVESTING 

Established  company  wilh  successful 
social  and  environmental  product 
background  seeks  project  linandng 
secured  by  Royalties  or  ROI. 

For  information  call: 
Environmental:  (708)  246-7040 
Social  projects:  (702)  856-7001 


Corporate  Gifts 


MUST  UQUIDAIE! 


POLflDEy*  Electrodex 

I%W1A#  VEiV    with  auto  dialei 


Extra  large,  easy-to-read  display  screen 
Rolodex^  "Spin  Dial"  for  quick  file  access 


Time  and  date 
display  wfien 
not  in  use 


dialer 

Holds  over 
1000  names 
and  numbers 
at  your 
fingertips! 
Electronic  file 
organizer 
witti  original 
Rolodex' 
spin  dial! 


Retail  Ust 
$125.00 


Super  easy  to  add  names, 
phone  numbers  and  more  (up  to 
32  lines  per  entry!) 
Electronic  card  file  holds  over 
1000  names  and  numbers.  24K 
memory 

One  touch  auto  dial  automati- 
cally ilials  the  desired  number 
at  the  touch  of  a  button  (tele- 
phone cord  included) 


|C|0|M[B 

AUTHORIZED  UQUIDATORS^ 

1-800-522-3035 

/fWnr'  Segment  *41 28245 


'  Personal  security  (»de  for  con- 
fidential files 

'  RemembeR  birthdays  &  anniver- 
saries for  you! 

'  Includes  instruction  videotape 
and  booklet 

'  Uses  4  AA  batteries  (not  includ- 
ed) and  Iceeps  its  memory 
while  changing  batteries! 

'  One  Year  Limited  Warranty 


Hem  #C4700-844J 
S/H  $5.50  Each 


COMB  CORP.,  Authorized  Liquidator 

720  Anderson  Avenue,  St  Cloud,  MN  56395 
To  order  by  mail,  include  Item  #,  name,  address,,  day- 
time phone,  and  check  or  money  order.  Please  state 
Segment  Number  4128245.  Sorry,  no  C.O.D.'s.  Add 
Shipping/Handling  tor  each  Item.  Add  6  1/2%  sales  tax 
for  MN  delivery. 


FOR  AD  RATES 
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BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREE'l 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-5633 


Business  Services 


INCORPORATE  IN  DELAWARE  INSTANTLY  BY 
PHONE  OR  FAX  FOR  ONLY  $95  COMPLETE 

No  attorney's  fees  required  .  Locate  company  headquarters  office  in 
any  state  (or  country).  FREE  Delaware  Incorporation  Handbook 
Mth  Edition)  includes  Subchapter  S  information.  Registered  Agent, 
Telemarketing  &  Mail  Forwarding  Service.  Delaware  Business 
Incorporators,  Inc.,  Box  5722,  Dept.  BW,  Wilmington,  DE 
19808.TOLL  FREE  1-800-423-2993  anytime,  302/996-5819 
or  FAX  1-800-423-0423.    VISA  /  MC  /  AMEX. 


RESEARCH  REPORTS 

19.278  academic  topics  available' 
Send  $2  00  for  the  272-page  catalog 
Custom-written  reports  also  available 
RE8URCH  ASaSTANK 
1t322  Idafio  Ave  ,  #206BF, 
Los  Angeles.  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California:  310-477-8226) 


NEED  A 
NEWSLEHER? 


Our  one-stop  design,  printing  and 
mailing  service  makes  it  easy 
Hundreds  of  satisfied  customers  nationwide 
Free  info/prices:  (800)  359-5993 

OUTSIDE  U  S  (904)  386  J282  DATA  EXPRESS  INC 


•  INCORPORATE • 

Tax  Free  Nevada 

Privacy,  anonymity,  asset  protection  (beals 
Del  )  Even  if  you  are  already  incorporated, 
great  benefits  for  you  Also  office  and 
services  FREE  literature — call  or  write 
Laughlin  Assoc  ,  Inc  .  m  business  for  over 
two  decades  2533  N  Carson  St.,  Carson 
City,  NV  89706  1-800-648-0966. 


WIPED  OUT?  START  OVER! 
FILE  YOUR  OWN  BANKRUPTCY 


I  DID  IT  EASILY  SO  CAN  YOU 
Avoid  publicity,  lamily  Irauma,  sooal  5  business  embarrass- 
ment Manage  S  conlrolyourownbanknjplcy  without  lawyers 
at  minimal  cost,  successfully  and  confidentially  QuickC  get 
back  0(1  your  finanoal  leel  Wtiarton  MBA  wtc  filed,  shows 
you  how,  in  detail  For  introdudoiy  audio  cassette  at  no  cost 
1-800-452-6594  •  24  h/day 


Business  Opportunities 


t 


Earn  fvtoney  From  Home 
Ivlake  Ivtoney  Witti  Your  Computer  | 
Print  Personalized  Ctiildren's  Books  _ 
Superb  Quality  •  Unbeatable  Prices  | 


DEALERSHIPS  $995 


Best  Personalized  Books,  Inc, 

3107  Chapel  Downs  Drive 
Dallas,  Texas  75229  •  (214)  357-6800 


I 

I 
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Menswear/Fashiion 


men's  WIDE  SHOES 


EE-EEEEEE,  SIZES  5-13 

Extra  widtfi  for  men  wtio  need  it 
Excellent  variety, 
styling  and 
quality 
Send 
for 
FREE 
CATALOG 

Ttie  tWiJest  Selection  oltlie  WiilesI  Shoes  Anywhere! 
HITCHCOCK  SHOES.  INC 

Dtpl.S.S  I)  llinBliaiii.  MA  lUlM,^ 
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BUSINESSES  FOR  SALE  ,„ 
OWNERS  WILL  FINANCI 

All  Areas  except  Nortfieast 
Establistied  businesses,  good  V 

AFFILIATED  BUSINESS 
CONSULTANTS 

719-548-8888 
Colorado  Springs.  CO 


START  YOUR  OWN 


PRIVATE  POSTAL  CEr« 


MAILBOX  MANUFACTURER  he 

mailbox  catalog  and  intormoti 
Private  Postal  Centers  and  relotei 
ness  services.  HIGH  PROFIT  I 


n 


ii.Mi--i=ni=.'ii  24Hrs  i*o?m3 

IMTiriMiriMJ  loiOE  A2odSt.L.A., 


Peopk  Commtned  to  Quality 


Health/Fitness 


l!|:f;lillg[ef^l'^ 


GUARANTEED LOWESTPF  " 
Save  up  10  60%.  30  day  trial.  All 
models.  We're  the  oldest,  biggi  ' ' 
best  -  specialists  in  custom  instnli^ 
Free  infomation,  caU  l-80O-32;l 
Lloyds,  Dept.  BWl,  Boti  i 
Rockford,  IL.  61110.  ; 


EXCLUSIVE  MOUNTAIN  RANGE 

ike  new,  lots  of  details,  riv  vu's, 
original  landscaping,  a  must-see, 
willing  to  negotiate. 


» David  Muench 


Prime  Real  Estate.  For  years,  The  Nature  Conservancy  has  purchased  large  tracts  of 
it  so  that  endangered  species  can  flourish  there.  Now,  as  partners  in  the  public  television 
series  Nature,  we're  helping  provide  another  place  where  wildlife  can  flourish. To  learn 
more  about  these  and  all  of  our  activities,  call  1-800-628-6860. 
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Nature: 
(^onservancy 


Nature  appears  Su 
on  PBS 


idays 
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Ford  82 

Fox  Broadcasting  98 
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Technology  116 
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Gannett  42 
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Gemini  116 

Gerard  Klouer  Mottison  36 
Gibson  Greetings  108 
Glented  102 
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Grant  Thornton 

International  102 
Great  Western 

Financial  102 
Grumman  Aerospace  12 
Grupo  Televiso  44 
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Hallmark  Cards  44 
Harbor  Bond  Fund  1 14 
Harbor  Capital 

Management  114 
Home  Depot  114 
HomeFed  102 
Hondo  82 

House  of  Fabrics  108 

Huffy  108 

Hughes  Aircraft  110 


IBM  36,39,95,  110 

International  Dota  96 
Italcoble  46 


James  Copel  Pacific  106 
Jasco  Products  116 
J.D.  Power  &  Associates  82 
John  Gardiner's  Tennis 
Ranch  118 


Kemper  Financial 

Services  106 
Kidder  Peobody  18 
Kleinwort  Benson 

International  82 
Kmart  107 
Kohler  112 
Komotsu  40 


Lehman  Brothers  30 
Lennar  100 
Lillian  Vernon  108 


Litton  Industries  95 
Lockheed  110 
Lotus  Development  96 
LSI  Logic  94 
LTU  46 

LucasArts  Licensing  43 
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Molev  Hungarian 

Airlines  110 
Manhattan  Capital 

Partners  100 
Massachusetts  Financial 

Total  Return  Trust  107 
Mattel  55 
Mazdo  55,88 
MCA  44 
McGraw-Hill  28 
MCI  42 

McKinsey&Co.  110 
Medlmmune  108 
Mercedes-Benz  82 
Merck  108,  114 
Merger  Fund  114 
Meridian  Fund  114 
Merrill  Lynch  18 
Microsoft  96 
Mieso  46 
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Fund  114 
Mitchell  &  Co.  107 
Mitsubishi  30 
MMS  International  28 
Monsonto  112 
Montedison  88 
Moore  Design  112 
Morgan  Stanley  100,  106, 

107 
Motorola  42 
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NBC  98 
Nike  55 

Nissan  30,82,85 
Nomura  Research 

Institute  106 
No.  1  Cochran  82 
Northrop  110 
North  Sails  East  88 
Northwest  Airlines  110 
Novell  44 
Noxell  33 


Olin  107 

Olympio&York  38,51 
Otis  Elevator  46 
OXO  Internotionol  112 


Pacific  Investment 

Management  114 
Paramax  Systems  110 
Paramount  Pictures  43 
Penney  (J. C.)  43 
Petrobros  46 
Pier  1  Imports  108 
PIMIT  Total  Return 

Portfolio  114 
Polymer  Technology  94 
Procter  &  Gomble  30,  33, 

36,  82,  112 
Prudential  Securities  33,  36 
Pure  Tech  108 


Raymond  James 
Financial  108 
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Reuters  Holdings  44 
Richardson-Vicks  33 
RJR  Nabisco  55 
Robertson  Stephens  96 


Salomon  Brothers  100 

Science  Applications 

International  88 
Searle(G.D.)  36 
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Sherwood  Securities  36 
Siemens  46 
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Fund  114 
Slocomb  (J.T.)  110 
Smart  Design  112 
Spencer  Stuart  & 
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Standard  &  Poor's  30 
Sterling  Drug  36 
Structured  Technology  110 
Sumitomo  110 
Symantec  96 


Tandy  107 

Tourus  Petroleum  46 

Telemundo  44 

Tenneco  107 

Texas  Instruments  107 

TGI  Friday's  42 

Tidel  Engineering  94 

Topps  108 

Total  46 
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Travelers  95 

TRW  110 


UBS  Phillips  &  Drew  38 
Union  Pacific  36 
Unisys  110 

Universal  Electronics  116 
Univision  44 
Unocal  41 


Vanguard  114 
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Volkswagen  82 
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Wal-Mart  39,  114 
Walt  Disney  98 
Warner  Bros.  43 
Weiss,  Peck  &  Greer  33 
Wellfleet  95 
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Systems  110 
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Zobar's  112 
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Service  106 


An  Experience 
They'll  Never  Forget! 

The  Skip  Barber  Racing  School  is  the  ultimate  ve- 
hicle for  you  to  develop,  motivate  and  reward  your 
employees,  as  well  as  entertain  your  customers, 
through  an  adventure-based  driving  experience 


ITS  FUN 


Formula  Ford  Racing  School 

Each  component  of  driving  a  "Fast  Lap"  is  broken 
down  and  studied  in  one-,  two-  or  three-day 
courses  The  skills  of  braking,  downshifting  and 
finding  the  fast  line  around  a  race  track  all  come 
together  as  students  progress  through  the  class- 
room and  on-track  exercises 


IT'S  SAFE 


BMW  Advanced  Driving  School 

You'll  be  taken  through  each  phase  of  high  per- 
formance driving,  from  theory  to  practical  appli- 
cation The  emphasis  is  placed  on  street  driving 
technique,  not  racing  By  experiencing  a  vehicles 
limits  under  exciting  but  controlled  situations, 
students  become  better,  safer  drivers. 

BMW  Traveling  School 

With  classes 
offered  at  more 
than  20  different 
race  tracks  coast- 
to-coast-plus 
Hawaii -there's 
bound  to  be  a 
Skip  Barber 
Racing  School 
near  you  If  you 
would  like  us  to 
literally  come  to  your  doorstep  we  can  do  that  too 
with  our  Traveling  BMW  School 


IT'S  EXHILARATING 


Corporate  Entertainment/Meetings 

Let  us  custom 
design  a  program 
to  meet  your  or- 
ganization's exact 
needs:  arranging 
for  lodging,  ca- 
tering, hospitality 
tents  and  profes- 
sional photog- 
raphers are  part 
of  the  long  list  of 
services  we  can  provide  our  corporate  clients. 

CALL  US  TODAY  TO  DISCUSS  THE  SPECIFICS  OF 
YOUR  NEXT  CORPORATE  FUNCTIONi 


ISkipBarber 

[Racing  St:hool  I 


Bob  Piche.  Director  of  Marketing 

Route  7  /  Canaan,  CT  06018  /  (800)  221-1131 
Corporate  Drive  Video  Brochure  Now  Available 
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RcheFor  S/mngs  With 

Anacomb 


The  more  successful  the 
company,  the  more  information 
it  creates.  So  when  it  comes  time 
to  store  and  retrieve  this  valuable 
information,  more  than  80%  of  the 
FORTLINE  500  rely  on  Anacomp 
and  micrographics  for  a  solution 
that  lands  them  major  savings. 


Just  What  Is  Fiche? 

Each  Anacomp  fiche  is  a  4"x  6"  sheet  of 
viicrofihyi  that  holds  up  to  ""00  pages  of 
information.  In  most  cases,  fiche  can  be 
retrieved  and  used  more  quickly  than 
competing  media  such  as  magnetic  tape 
atid  optical  disc.  Most  important,  savings 
in  the  cost  of  paper,  storage  space,  mailing 
costs,  and  manpower  make  fiche 
far  and  away  the 
most  cost-effective 
way  to  store  and 
retrieve  data. 


As  a  cost-effective  alternative 
to  paper-based  information 
management  systems,  Anacomp's 
micrographics  is  unsurpassed. 
Here  are  some  specific  examples 
of  savings  netted  by  Anacomp 
customers: 

>^  An  80%  savings  on 
the  cost  of  labor 

A  99%  savings  on 
the  cost  of  mailing 

A  90%  savings  on 
the  cost  of  materials 

A  99%  savings  on 
the  cost  of  storage. 


)( 4  01  Jl 
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When  we  are  invited  to  'Anacoj 
your  company,"  we  do  a  thoroug 
audit  of  the  way  your  business 
manages  its  information.  Withov 
exception,  we  can  provide  precij 
cost  savings  in  real  dollars  over 
specific  time  frames. 

Such  dramatic  savings,  espedhiiii 
in  today's  business  environment 
have  helped  Anacomp  become  a 
member  of  the  FORTUNE  500 

Let  us  'Anacomp  your  compa  * 
To  find  out  how,  contact  E  Lang 
Lowrey,  SVE  Anacomp,  Inc.,  30i 
Peachtree  Road,  N.W,  Atlanta,  G 
30305,  or  call  (404)262-2667. 
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STOCKS 

Apr.  Oct. 


Apr.  2-8 


BONDS 

Apr.  Oct 


Apr  2-8 


THE  DOLLAR 

Apr  Oct. 


394.50  '200 


52-week  change 


1-week  change 


Apr.  1-8 


52-week  change 


1-week  change 


-t-5.7% 

-2.4% 

■^4.0°o  -0.1% 

-0.2% 

0.9% 

T  ANAIYSIS 

s 

latest 

%  < 
Week 

hange 

52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

4DUSTRIALS 
S  (Russell  1000) 
NIES  (Russell  2000) 
S  (Russell  3000) 

3181.4 
208.9 
193.1 
222.9 

-2.1 
-2.6 
-4.6 
-2.8 

10.7 
6.9 

1 1.5 
7  2 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  SOO  DIVIDEND  YIELD 
S&P  SOO  PRICE/EARNINGS  RATIO 

3.95% 
7.92% 
3.19% 
24.3 

4. 1 1  % 
7.90% 
3.02% 
25.2 

5.8% 
8.3% 
3.4% 
17.3 

rocKS 

latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reoding 

wecK 

»2-weeK 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

400.5 
50.6% 
0  45 
3.02 

399.7 
58.0% 
0.44 
3.10 

Negative 
Negative 
Positive 
Negative 

\NCIAL  TIMES  100) 
1  INDEX) 
COMPOSITE) 

2393.2 
17,175.5 
3318.1 

-0.6 
-7.6 
-2.7 

-5.0 
-34.6 
-5.0 

VY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC. 

[  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

itNCE  TELECOMMUNICATIONS 

7.1 

18.8 

AT&T 

10.9 

23.5 

42 

URED  HOUSING 

6.3 

35.6 

FLEETWOOD  ENTERPRISES 

6.6 

46.1 

42  Vs 

STATION 

5.0 

52.1 

TEKTRONIX 

7.2 

-24.5 

18  '/2 

4.9 

60.0 

MATTEL 

8.7 

67.7 

34  3/8 

LES 

4.6 

13.8 

FORD  MOTOR 

7.5 

26.6 

39  'A 

[  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

E  FIRMS 

-12.9 

23.1 

PAINEWEBBER  GROUP 

-19  1 

18  8 

19 

NG 

-12.4 

-20.8 

HOMESTAKE  MINING 

-23.0 

-26  0 

11 

DING 

-12.0 

38.6 

KAUFMAN  &  BROAD  HOME 

-18.6 

13.3 

17 

TATION  SERVICES 

-1 1.7 

29.1 

FEDERAL  EXPRESS 

-18.2 

22.6 

42  % 

-1  1.6 

-4.0 

DELTA  AIR  LINES 

-14.2 

-14.8 

58  % 

L  rUNDS 


MORNINGSTAR  INC 


il  return 

% 

LAGGARDS 

Four-week  total  return 

% 

ELECT  AUTOMOTIVE 

3  2 

DFA  JAPANESE  SMALL  COMPANY 

-16.0 

AMERICA  GROWTH 

2  6 

OPPENHEIMER  GLOBAL  BIO-TECH 

-15  8 

NENTAl  SMALL  COMPANY 

19 

NIKKO  JAPAN  TILT 

-14.1 

return 

% 

52-week  total  return 

% 

REGIONAL  BANK  B 
HERITAGE 

ELECT  AUTOMOTIVE 

51.4 
48  4 

47.8 

NIKKO  JAPAN  TILT 
STRATEGIC  GOLD/MINERALS 
DFA  JAPANESE  SMALL  COMPANY 

-36.3 
-36.0 
-34.3 

S&P  500 

4-week  total  return 


HHH  Average  funcJ 
52-week  total  return 


VE  PORTIOLIOS 


mts 

e  present 
),000 

e  year  ago 
folio 

indicate 
I  returns 


Ti-easury  bonds 
$11,255 

+  0.85% 


U.  S.  stocks 
$10,991 

-1.39% 


III! 


Money  market  fund 
$10,447 

+  0.07% 


Gold 
$9,365 

-  0.99% 


DATA  RESOURCES  INC 


Foreign  stocks 
$9,267 

-3.94% 


poge  are  as  of  morket  close  WecJnesday,  Apr,  8,  1992,  unless  otherwise  indicated 
include  S&P  500  companies  only,  performance  and  share  prices  ore  as  of  morket  close 


Apr  7  Mutual  fund  returns  are  as  of  Apr,  3  Relative  portfolios  ore  valued  as  of  Apr  7,  A  more  detailed 
explanation  of  this  page  is  available  on  request 
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BOARDS  SHOULD  GET 
THEIR  HAHDS  DIRTY 


The  startling  boardroom  revolt  at  General  Motors  Corp. 
has  to  be  stirring  up  mixed  emotions  in  Corporate 
America.  While  many  executives  must  be  feeling  em- 
pathy for  CEO  Robert  C.  Stempel,  some  also  say  they're 
pleased  that  independent  directors  took  corrective  action  at 
the  flailing  auto  company.  The  board's  action,  they  argue, 
proves  that  the  corporate-governance  system  works.  There- 
fore, there's  no  need  for  the  changes  that  many  academics, 
shareholder  activists,  and  government  officials  want. 

Not  so  fast.  While  GM's  directors  deserve  credit— disciplin- 
ing a  colleague  is  never  easy— it  must  be  asked  why  they 
waited  so  long  to  fix  problems  that  have  been  apparent 
for  years  (page  30).  Their  failure  to  act  sooner  merely 
points  up  the  key  problem  with  America's  boards:  Almost  al- 
ways, they  must  be  driven  to  action  by  outside  pressure. 

The  board's  example  may  encourage  other  directors  to  ex- 
ercise their  independence  of  mind.  Here  are  a  few  more  sug- 
gestions to  improve  the  governance  process:  A  board  chair- 
man who  does  not  also  serve  as  CEO  would  clearly  help. 
Independent  directors  should  be  encouraged  to  choose  a 
leader,  a  "senior  director"  perhaps,  who  would  convene  the 
outsiders  at  least  once  a  year  to  discuss  the  CEO's  perfor- 
mance and  other  sensitive  issues.  And,  if  major  shareholders 
have  beefs,  directors  should  be  willing  to  meet  with  them. 

The  proxy  system  needs  the  reforms  the  Securities  &  Ex- 
change Commission  is  now  considering.  For  example,  share- 
holders should  be  allowed  to  communicate  among  them- 
selves—which the  law  now  proscribes— so  long  as  they  are 
not  engaged  in  a  contest  for  control.  The  rules  governing  the 
nomination  and  election  of  directors  should  also  be  changed 
to  allow  easier  shareholder  participation  in  the  process. 
And  confidential  voting  of  proxies  should  be  mandated. 

Such  measures  would  encourage  directors  to  act  boldly 
long  before  companies  are  on  the  brink  of  ruin.  They  would 
also  prevent  such  actions  from  becoming  a  messy  public 
spectacle. 


DOH'T  DERAIL 
THE  S&L  BAILOUT 


The  House  of  Representatives'  decision  to  let  the  Res- 
olution Trust  Corp.'s  spending  authority  lapse  on  Apr. 
1  showed  just  how  much  of  a  political  leper  the  three- 
year-old  agency  has  become.  Its  reputation  is  undeserved. 
The  blame  for  the  soaring  cost  of  the  thrift  industry  cleanup 
doesn't  lie  with  an  organization  created  long  after  the  Rea- 
gan Administration  and  Congress  sired  the  savings  and 
loan  mess  and  failed  to  deal  with  it. 

In  fact,  the  RTC's  i-ecord  exceeds  just  about  anyone's  ex- 
pectations (page  100).  It  was  saddled  with  a  monumental 
task  and  conflicting  missions.  From  its  first  day,  it  had  bil- 
lions of  dollars  of  assets  to  sell  in  depressed  markets.  Law- 


makers wanted  the  agency  to  unload  the  real  estate  qvli 
ly— without  cutting  prices  and  without  dumping  thers 
fast  that  already  soft  markets  would  plunge  even  furtbj 

That  the  RTC  has  walked  this  tightrope  so  well  ii^ 
achievement.  The  agency  has  closed  644  thrifts,  take 
$360  billion  in  assets,  and  sold  off  two-thirds  of  them 
sales  force  has  become  more  free-market-oriented  and  i 
creative.  It  offers  deep  discounts  when  appropriate,  sell; 
curities  backed  by  pools  of  commercial  real  estate  n 
gages,  and  bundles  good  and  bad  properties  to  make| 
dogs  more  attractive.  All  this  serves  taxpayers  well.  ' 

Of  coui'se,  there  has  been  bureaucratic  bungling  and  s'r 
hints  of  scandal— small  potatoes  by  Washington  standsjl 
But  that  was  predictable,  given  the  RTC's  gargantuan  % 
For  the  taxpayers'  sake,  the  agency  should  be  allow^i 
continue  its  work.  Let  the  RTC  spend  the  $17  billioK 
ready  authorized  and  give  it  the  additional  $25  billion  it ; 
it  needs.  The  agency  is  finally  on  the  right  track.  Dela. 
its  efforts  could  cost  even  more  in  the  long  run. 


THE  RUBLE  FUHD  HEEDS 
GROUHD  RULES— FAST 


It's  good  news  that  the  world's  leading  industrial 
tions  are  backing  a  proposed  $6  billion  fund  to  helpi 
bilize  the  ruble  in  the  former  Soviet  Union.  Wei 
others  have  been  urging  such  a  move  for  months,  andfl 
the  fund  is  to  be  the  most  crucial  component  of  a  $24  bj 
aid  package.  It's  important  to  hasten  it  into  place  by  mil 
as  planned.  Russian  President  Boris  Yeltsin  is  under  hi 
parliamentary  attack  for  his  tough  but  necessary  refi 
while  Russia  and  other  former  republics  are  poised  for 
vere  economic  depression  (page  47).  If  the  fund  works,  il 
restore  confidence  in  the  sagging  currency,  buttressing 
ular  support  for  reform.  In  the  long  term,  it  will  enhj 
trade  prospects  by  pushing  the  ruble  closer  to  conve 
ty  with  other  currencies. 

Still,  the  devil  is  in  the  details,  and  many  haven't 
worked  out.  For  example:  Who  will  actually  administeii 
fund?  One  possibility  is  the  Bank  for  International 
ments,  according  to  Jacques  Attali,  president  of  the  Ei 
an  Bank  for  Reconstruction  &  Development.  Nor  is  it 
what  cuiTencies  will  make  up  the  fund  or  whether  it 
ply  only  to  Russian  transactions.  Other  republics,  sui 
Ukraine,  are  planning  to  introduce  their  own  currenci 
The  most  critical  aspect  is  Yeltsin's  ability  to  maint 
tight  monetary  policy  and  avoid  printing  new  rubles  ]v 
keep  dying  industries  afloat.  If  that  happens,  the 
fund  could  dry  up  in  a  matter  of  weeks.  That's  why  it 
tal  that  the  fund  be  conditional  on  agreed-upon  mon< 
gTowth  targets.  And  as  time  passes,  Yeltsin  will  be  un(^ 
creasing  pressure  to  provide  unemployment  benefits 
lions  are  laid  off  during  Russia's  difficult  industrial  rei 
turing.  Still,  there  are  precedents  for  successful  applic 
of  such  funds.  Poland  used  a  similar  one  worth  $1  billi 
prop  up  the  zloty  in  1990.  So  far,  it  hasn't  expended  ^ 
from  the  fund,  despite  tremendous  pressure  to  use 
money  to  ease  the  pain  of  systemic  economic  change. 
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uestions  to  ask  yourself  about  business  insumnce: 


yt>Ur  V 

\  saw- 


Neither  of  you  would  want  cer- 
tain things  to  happen.  A  forced 
sale  of  the  business,  for  example, 
or  unnecessary  tax  penalties. 
With  proper  planning,  you  can 
avoid  these  costly  events. 

Independent  agents  who 
represent  the  CNA  Insurance 
Companies  can  help  you  in  a 
way  other  agents  can!  We  are 
one  of  the  few  companies  who 
provide  access  to  estate  and 


business  planning  consultants. 

Their  professional  advice 
on  life  insurance  linked  to  buy- 
sell  agreements  between  busi- 
ness partners  will  help  you  avoid 
a  forced  sale.  They  also  can  help 
you  protect  your  hell's  with  intel- 
ligent estate  tax  planning. 

Its  all  available  from  the 
same  independent  agent  who 
serves  all  your  otlier  business 
insurance  needs. 


Ask  your  independent 
agent  about  CNA, 

CNA  pn  >\ides.  properK'  casualt>;  life  health  and 
employee  benefits  insurance.  Independent  agents 
who  represent  CNA  are  listed  in  the  Yeilf)w  Pages. 

INSURANCE  FROM 

CVA 

for  AW  the  Commitments  You  Make' 

CNA  Insurance  Companies/CNA  Plaza.Chicago,  IL  60685 
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We  found  $30  billioB 


We  found  $200  million  for  one  Fortune  5 00' company.  And  $32 
million  for  another. 

We're  finding  millions  for  big  companies  and  small  companies. 
Perhaps  you'd  like  us  to  find  something  for  you.  We  can.  By  applying 

better  management  to 
the  purchase  and 
delivery  of  health  care. 

Our  experience  in 
lowering  medical  costs  \ 
suggests  that  the  wide  i 
adoption  of  our  programi 
and  techniques  could  i 
save  American  business  i 
$30  billion.  Annually. 

Easier  said  than  done,j 
you  say?  True,  what  | 
we  have  may  not  be  a 
panacea.  Because  there  j 
isn't  one.  The  problem  i^ 
too  complex  for  that 

But  what  we  can  offer 
your  company  are  I 
solutions  that  are  working  right  now  out  in  the  real  world.  Solution 
that  can  help  you  control  costs  without  sacrificing  the  quality  of  care.; 
In  fact,  our  goal  is  to  improve  it  I 
And  we  can  do  it  in  a  way  that  employees  won't  find  hard  to  swallov 
Let's  get  started.  You  don't  have  to  leap  into  the  future.  You  can 
take  it  one  step  at  a  time.  Because  we  offer  such  an  array  of  product^ 
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"E  DUE 

Dvld  you  like  some. 

services,  we  can  bring  you  along  at  the  pace  that  suits  you. 

ur  health  care  options  include  everything  from  traditional 

mnity  plans  and  preferred  provider  networks  to  HMOs  and  plans 

integrate  our  HMO  and  indemnity  options. 

ad  each  one  offers  you  successively  higher  levels  of  cost  controls. 

),  how  do  we  get  your  employees  on  board? 

he  key  is  flexibility  and  freedom  of  choice.  And  making  sure  that 

ity  is  not  compromised.  Recently,  for  example,  94%  of  the 

ibers  enrolled  in  our  healthplan  rated  their  physicians  highly. 

ot  a  bad  barometer  of  employee  satisfaction. 

^ith  our  integrated  health  care  programs,  your  employees  can 

ive  medical  care  from  physicians  within  an  HMO  network  or  select 

^icians  from  outside  the  network. 

iving  them  access  to  the  best  features  of  both  HMO  and  traditional 
mnity  insurance  coverage. 

Hiat's  in  it  for  you?  Combining  choice  and  the  kind  of  health  care 

lagement  we're  talking  about  helps  you  rein  in  runaway  costs, 

ig  you  greater  administrative  convenience  and  efficiency. 

ow  committed  are  we?  So  committed  we  have  created  one  of  the 

t  extensive  health  care  networks  in  the  country.  Serving  75%  of 

m  markets  and  over  2  million  people. 

^  committed  we've  created  the  nation's  leading  provider  of 

)loyee  life  and  health  benefits. 

J  committed  we  can  help  you  in  everything  from  health  and  dental 
to  life  and  disability  plans,  too.  Call  CIGNA  Employee  Benefits 
ipanies,  1-800-782-0782. 

nd  we'll  show  you  how  to  find  what  every  company  is  looking  for 
3ur  rightful  share  of  $30  billion. 


We  get  paid  for  results! 


CIGNA 


The  most  competitive  companies  leave  as 
few  questions  up  in  the  air  as  possible. 

To  find  their  ansvs^ers,  90%  of  the  world's 

airlines  rely  on  data  communications 
networks  created  by  Northern  Telecom. 
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PRODUCTION 

Change  from  last  week:  0.4% 
Chonge  from  last  year:  4.8% 

1967=100  (four-week  moving  average) 


LEADING 

change  from  lost  week:  0,0% 
Chonge  from  lost  year:  -1 .8% 
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The   production   index  rose  slightly  during  the  week  ended  Apr    4:  It  may  be 

breaking  out  of  o  two-month  pattern  of  no  growth  On  a  seasonally  adjusted  basis, 
output  of  steel,  crude-oil  refining,  paperboard,  paper,  and  lumber  oil  increased  Rail- 
freight  traffic,  autos,  trucks,  electric  power,  and  coal  production  all  posted  declines. 
As  a  result,  before  calculation  of  the  four-week  moving  average,  the  index  dropped 
to  179  3,  from  182.0 

BW  production  index  copyright  1992  by  McGraw-Hill  Inc 


The  leading  index  wos  virtually  flat  during  the  week  ended  Apr  4,  sending  nJ 
new  signal  about  the  economy's  future  Continued  improvement  in  materials  pricei 
plus  a  gam  m  the  growth  rote  of  real  estate  loans  offset  falling  stock  prices,  oi 
increase  in  the  number  of  business  failures,  and  slower  M2  growth  Bond  yieldi 
were  unchanged  from  the  previous  week  Before  calculotion  of  the  four-week  movini 
average,  the  index  increased  to  211  3,  from  211  in  the  preceding  week,  , 
Leading  index  copyright  1  992  by  Center  br  Internotional  Business  Cycle  Research 


■  J:I.MINj[.]!ll!h]ffW.]:; 


■  l^:!.]l![rll!|.]ffW.r 


Latest 
week 


Latest 
week 


Week 
ago 


%  Chan 
year  a|> 


STEEL  (4/ll)thous.  ofnettons 


1,805 


1,828# 


12,7     STOCK  PRICES  (4/10) S&P500 


400.60 


402.59 


AUTOS  (4/1  1)  units 

1  17,998 

1 05,82  lr# 

19  6 

CORPORATE  BOND  YIELD,  Aao  (4/i0) 

8.32% 

8.35% 

-6 

TRUCKS  (4/1  1)  units 

82,691 

83,632r# 

34.8 

INDUSTRIAL  MATERIALS  PRICES  (4/io) 

97,2 

97,2 

1 

ELECTRIC  POWER  (4/l  l)  millions  of  kilowatt-hours 

50,871 

52,163# 

0  1 

BUSINESS  FAILURES  (4/3) 

453 

450 

22 

CRUDE-OIL  REFINING  (4/ii)thous  ofbbl  /day 

13,293 

13,266# 

1,8 

REAL  ESTATE  LOANS  (4/i)  billions 

S400.6 

$400.3 

-2 

COAL  (4/4)lhous,  ofnettons 

17,382# 

19,224 

-6,7 

MONEY  SUPPLY,  M2  |3/30)  billions 

$3,456.1 

$3,458.5r 

2 

PAPERBOARD  (4/4|thous  ottons 

793. 1# 

783, 8r 

9  0 

INITIAL  CLAIMS,  UNEMPLOYMENT  (3/28)thous 

432 

456 

-£ 

PAPER  (4/4)  thous,  of  tons 


mm 


772  0r 


4,0 


LUMBER  (4/4)  millions  of  ft. 

503, 2# 

508  2 

3,4 

RAIL  FREIGHT  (4/4)  billions  of  ton-miles 

19.9# 

212 

7  6 

Sources:  American  Iron  &  Steel  Institute,  Word  s  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA  ,  SFPA',  Association 
of  American  Railroads 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (4/i5) 

133 

132 

138 

GERMAN  MARK  (4/i5) 

1,65 

1,63 

1,72 

BRITISH  POUND  (4/i5| 

1,76 

1.75 

1,74 

FRENCH  FRANC  (4/i5) 

5  59 

5,51 

5  81 

CANADIAN  DOLLAR  (4/i5) 

1,18 

1,19 

116 

SWISS  FRANC  (4/15) 

1  52 

1,49 

1,46 

MEXICAN  PESO  (4/i5) 

3,047 

3,044 

2,989 

Sources:  Major  New  Yorl<  banks  Currencies  expressed  in  units  per  U,  S,  dollar,  except  for  British 
pound  expressed  m  dollors 


latest 
week 


Week     %  Change 
ago      year  ago 


GOLD  (4/15)$/lroyoz, 


338.950  337,500 


-6,0 


STEEL  SCRAP  (4/14)  #1  heovy,  $/ton 


94.00 


92.00 


-6.5 


FOODSTUFFS  (4/I3)index,  1967=100 


2006 


201  9 


-4,0 


COPPER  (4/11)  C/lb, 


105  9 


106  7 


-6,0 


ALUMINUM  (4/11)  c/lb 


62,0 


605 


-4,8 


WHEAT  (4/11)  #2  hard,  $/bu. 


4,14 


4  23 


38  9 


COTTON  (4/ll)stnctlowmiddling  l.l/16in„<:/lb,  55.09 


54  99 


-32  2 


Sources:  London  Wednesdoy  finol  setting,  Chicago  market.  Commodity  Reseorch  Bureou,  Meto/s 
Weefe,  Kansas  City  morket,  Memphis  morket 


Sources:  Standard  &  Poor's,  Moodys,  Journol  of  Commerce  (index:  1980=100),  Dun  &  Br( 
street  (failures  of  large  componies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seosonolly  odji^ 
data  on  business  failures  and  real  estate  loons 


MONTHIY  ECONOMIC  INDICATORS: 


latest 
month 

Month 
ago 

%  Chan 
year  o 

INDUSTRIAL  PRODUCTION  (Mar  )  total  mdex 

107,2 

106.9r 

; 

CAPACITY  UTILIZATION  (Mor ) 

78,1% 

78,0% 

( 

CONSUMER  PRICE  INDEX  (Mor ) 

139.3 

138.6 

 ^ 

■ 

PRODUCER  PRICE  INDEX  (Mor )  finished  goods 

122,3 

122,0 

( 

Sources:  Federal  Reserve  Board,  BLS 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  ChoJ 
year 

MONEY  SUPPLY,  Ml  (3/30) 

$935  5 

$938. 4r 

■ 

BANKS'  BUSINESS  LOANS  (4/i) 

290,1 

289.2r 

-1( 

FREE  RESERVES  (4/i) 

1,51  Or 

423r 

NONFINANCIAL  COMMERCIAL  PAPER  (4/i) 

138,3 

140  0 

-', 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 
two-week  period  in  millions) 

free  reserves. 

//hich  ore  expr 

essed  fo 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

0 

FEDERAL  FUNDS  (4/i4) 

3.68% 

3.92% 

5.6? 

PRIME  (4/15) 

6.50 

6  50 

9  OC 

COMMERCIAL  PAPER  3-MONTH  (4/i4) 

3  95 

4,18 

6,oj 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (4/i5) 

3  93 

4,08 

6.04 

EURODOLLAR  3-MONTH  (4/ii) 

4.10 

4.21 

6.oJ 

Sources:  Federal  Reserve  Board,  First  Boston 


■'Row  doto  in  the  production  indicators  are  seasonally  ad|usted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmel 
1    Western  Wood  Products  Assn.     2   Southern  forest  Products  Assn      3  =  Free  market  value     NA  =  Not  available        revised     NM  ^No(  meoningful 
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Thisshouldritbe 
the  only  place  the  elderly 
can  turn  for  help. 


Since  1975,  Golden  Gate  1 

Senior  Services  has  been  ] 

helping  the  elderly  maintain  f 

independent,  dignified,  and  | 

meaningftil  lives.  i 

We  serve  hot  meals  to 

those  who  may  desperately  j 

need  them.  We  provide  help  i 
and  advice  with  medical, 

Geritol*  is  a  registered  trademark  of  Beecham  1 


housing,  financial,  anc 
problems.  We  have  classes  on^ 
everything  from  exercise  to^ 
painting.  And  we  fight  for  le^ 
islation  that  helps  the  elderly^ 

We  can't,  however^  do  it 
all  alone.  Your  help  is  greatly 
needed.  / 

Please  call"4l5-621-1112 


write  to  1350  Waller  Street, 
San  Ff  ancisco,  CA  94117  as  soon 
as  you  can. 

After  all,  none  of  us  is  get-  . 
ting  any  younger. 

GOLDEN  GATE 
SENIOR  SERVICES 


6A-CA 


How  we  look  to 
our  members. 


How  we  look  to 
our  bankers. 


lay,  in  a  world  grown  less 
g  and  more  competitive,  a  lot 
lesses  seem  to  be  groping  for 
illets.  Secrets  to  success. 
Iiere  they  are. 

e  really  good  service.  And  put 
)ney  in  a  safe  place, 
east,  that's  what  works  for  us. 
ivhen  our  members  think  of 
OSS  of  California,  the\'  have  a 


\'ision  of  a  person  at  the  other  end  of 
the  phone  who  is  \  ery  well  trained, 
responsive,  and  competent. 

Someone  to  call  \vhen  they  need 
answers.  Our  bankers,  however,  have 
a  different  picture. 

They  just  see  the  largest  health 
insurer  in  California.  A  compam'  with 
absolutelv  no  debt.  A  compan)'  with 
$1.2  billion  in  assets. 


And  since  most  of  those  assets  are 
in  cash  and  prudent  long-temi  invest- 
ments (as  opposed  to  junk  bonds  and 
desert  resorts),  it 
makes  those  bankers 
feel  very  secure. 

W'liich,  come  to 
thinkofit,isthe 
same  wav  we  make  Blue  Cross 
our  members  feel   Of  California 


r   -M^^^  T  H  E      S  Y  S  T  E  M      WORK      FOR     Y  0  U.= 


6C-CA 


No  More  Paying  For 


ToTtecoveK 


Last  year  fraudulent  workers 
compensation  claims  m  California 
were  estimated  at  more  than  $1 
billion.  Those  were  benefits  that 
your  premiums  ultimately  paid  for 

Fraud  increases  your  premiums 
and  steals  profits  from  your 
bottom  line. 

Industrial  has  gone  after  fraud 
for  years,  and  now,  backed  by  a 
tough,  new  law  making  false 
workers  comp  claims  a  felony, 
we're  going  even  further 

We've  expanded  our  success- 
ful partnership  with  WeTip,  the 
national  crime-fighting  organiza- 
tion, using  an  exclusive  hotline 


(l-800-I.I.-FRAUD)to  offer 
rewards  of  up  to  SI.OOO  for  people 
who  uncover  workers  comp  fraud. 
And  some  of  our  best  people 
have  been  assigned  as  anti-fraud 
specialists  throughout  California. 

To  help  our  policyholders 
and  their  employees  recognize 
and  combat  fraud,  we've  launched 
a  program  that  spells  out  the 
law,  its  penalties  and  how  to  call 
WeTip  anonymously.  And  we've 
also  strengthened  our  contacts 
with  state  law  enforcement 
agencies  and  district  attorneys 
to  help  prosecute  fraud. 

Join  us  in  fighting  fraud  while 


controlling  your  insurance  costs. 
Call  your  agent  or  broker,  or  Jack 
Miller,  president  of  our  workers 
compensation  division,  at 
(415)627-5484. 


Industrial 
Indemnity 


A  Crum  and  Forster  organization 

A  XEROX  Financial  Services  Company 
Home  Office  San  Francisco 


6D-CA 


BusinessWeek 


IM-CHIEF:  Stephen  B  Shepard 
MG  EDITOR:  John  A,  Dierdortf 
DNOMIST:  William  Wolman 

IT  MANAGING  EDITORS: 

Dowling,  Mark  Morrison,  G  David  Wallace 

ECTOR:  Malcolm  Frouman 

IDITORS:  Bob  Arnold.  Robert  Barker.  Frank  J.  Comes. 
I   Dobrzynski.  Marc  Frons,  Geofi  Lewis,  Ciro  Scotti. 
Vamos,  Lee  Walczak  (Washington),  Chris  Welles. 
Zucker 

kl  PAGE  EDITOR:  John  E.  Pluenneke 
CORRESPONDENTS:  Keith  G.  Felcyn 

TIONAL  EDITION:  William  J  Holstein  (Editor),  Elizabeth 

Sf  t  filter) 

WRITERS:  Anthony  Bianco.  John  A  Byrne.  James  E-  Ellis 
').  William  Glasgall,  Gene  G,  Marcial.  Bruce  Nussbaum, 
arson.  Karen  Pennar,  Otis  Port 

rE  EDITORS:  Duane  E  Anderson.  Deidre  A  Depke.  Amy 
Peter  Finch,  Jefirey  M,  Laderman.  William  D  Marbach 

R  EDITORIAL  OPERATIONS:  Thomas  J  Reed 

EDITOR:  Lawrence  Lippmann 

IRT  DIRECTOR:  Laura  Baer 

R  or  SYSTEMS:  Claire  Conte  Worley 

ICS:  James  C  Cooper  (Sr  Economist/Business  Outlook  edi- 
leen  Madigan  (Assoc  )  Christopher  Farrell,  Michael  J  Mandel 
xonomics  editors)  Gene  Koretz  (Economic  Trends  editor) 
RENT  EDITORS:  Books:  Demse  Demong  Corporate  Fi- 
.arry  Light  Industries:  Thane  Peterson  Information 
iing:  John  W  Verity  International  Edition:  Joyce 
1  International  News:  Peter  Galuszka.  Stanley  Reed  In- 
it  Banking:  Leah  Nathans  Spiro  Legal  Affairs:  Michele 
arketing:  Christopher  Power,  Mark  Landler  (Assoc )  Mar- 
Investments:  Gary  Weiss  Money  &  Banking:  John 
News:  Hams  Colhngwood  People:  Michael  Oneal.  Person- 
?ss:  Donald  H  Dunn.  Joan  Warner  Science:  Emily  T  Smith 
»ards:  Fred  F  Jesper-^en  Social  Issues;  Troy  Segal 
ogy:  Robert  Buden  Telecommunications:  Peter  Coy 
rtation:  Andrea  Rothman  The  Workplace:  Aaron  Bernstein 
ITORS:  Naomi  Freundhcn.  Evan  I  Schwartz,  Ron  Stodghill  II, 
Woolley,  Laura  Ztnn  Paul  M  Eng  (Asst  editor) 
ITORS:  Harry  Maurer  (Deputy  chief).  Prudence  Crowther, 
Mercurio  (Asst  chie(s).  Tim  Belknap.  Marc  Miller,  Jack 
Jim  Taibi  (Sr  copy  editors),  Pam  Black.  Carl  Desens,  Hardy 
eta  Kaufman,  Cynthia  McClean,  David  Pengilly,  Malka  Percal, 
,'alty;  Gail  Fowler,  Dalia  Kandiyoti,  Aida  Rosano.  Eva  Steflner 
lers) 

TION  COPY  EDITORS:  Donald  Halsband  (Chief).  Hallberg 
sson,  Celine  Keating.  Robert  S  Norman;  Lawrence  Dark. 
M.  Romanoff 

/en  Taylor  (Deputy  director),  Cynthia  Friedman,  Francesca 
Jay  Petrow  (Assoc  directors).  Alice  Cheung,  Craig  Socia 

ectors)  Graphics:  Arthur  Eves  (Director).  Joan  Danaher 
director).  Rob  Doyle  (Sr    Illustrator).  Laurel  Daunis. 

fiena,  Ray  Vella  (Illustrators),  Jaime  Beauchamp  Produc- 

3hen  J.  Romeo  (Asst  mgr ) 

Sue  Bloom  (Deputy  Picture  editor),  Todd  James,  Scott  MIyn. 
Veil  (Assoc.  Picture  editors),  Anne  Murray  (Asst.  editor) 

Daly  (Researcher).  Bettina  Baudoin  (Researcher  ■  Pans) 
'k  (Traffic),  Lawrence  Crowe  (Libranan) 
U  OPERATIONS:  Richard  Baleslnno.  A  Peter  Clem,  Yvonne 
I,  Mary  Lee  Schneider  (Production  managers).  Thomas  R. 
laron  L  Eng,  Fidel  Lee,  Jose  L  Marlm,  Jane  M  Perkmson. 
irgis.  Karen  Turok,  Use  V  Walton.  Nicholas  White  (Makeup 
Dale  1.  Arnold,  Felix  Lindicy,  Edgardo  Torres  (Asst  makeup 
Donald  C.  Pearson  (Traffic  manager),  Bruce  M.  Arnold.  Leo 
roduction  assts.) 

INDENTS:  Atlanta:  Chuck  Hawkins  (Mgr ).  Walecia  Konrad 
Gary  McWilliams.  Geoffrey  Smith  Chicago:  Lois  Thernen 
SAqr ).  Julia  Flynn.  David  Greising.  Kevin  Kelly.  Cleveland: 
Schiller  (Mgr )  Connecticut:  Lisa  DriscoH  Dallas:  Wendy 
^gr ),  Stephanie  Anderson  Forest.  Detroit:  James  B.  Treece 
avid  Woodruff  Los  Angeles:  Ronald  Grover  (Mgr ),  Larry 
g  (Sr  Correspondent).  Kathleen  Kenwin,  Enc  Schine  Miami: 
ieorge  (Mgr)  Philadelphia:  Joseph  Weber  (Mgr)  Pitts- 
lichael  Schroeder  (Mgr ),  Maria  Mallory  San  Francisco: 
/litchell  (Mgr ),  Richard  Brandt,  Joan  OC  Hamilton,  Robert 
ly  Rebello  Seattle:  Don  Jones  Yang  (Mgr )  Washington: 
H  Wildstrom  (Sr  News  Editor).  Stan  Crock  (News  Editor). 
'US,  Brian  Bremner.  John  Carey,  Paula  Dwyer.  Dean  Foust, 

Garland,  Howard  Gleckman.  Douglas  Harbrecht,  Peter  Hong, 
/yn,  Paul  Magnusson,  Mike  McNamee.  Tim  Sman,  Catherine 
iristina  Del  Valle  (Asst  editor)  Bonn:  John  Templeman 
ail  Schares  Hong  Kong:  Pete  Engardio  London:  Richard  A 
;Mgr ).  Mark  Maremont  Mexico  City:  Stephen  Baker  (Mgr) 
:Rose  Brady  (Mgr)  Paris:  Stewan  Toy  (Mgr),  Bill  Javetski. 

B  Levine  Rome:  John  Rossani  (Mgr )  Tokyo:  Robert  Neff 
5il  Gross,  Ted  Holden,  Karen  Lowry  Miller  Toronto:  William 
Ids  (Mgr ) 

lAl  SERVICES:  Broadcasting:  Ray  Hoffman  Business 
':  Barbara  Boynton  Information  Services:  Jude  T  Hayes 
.  Judi  Crowe  (Asst  editor),  Fred  Kalzenberg,  Elisa  S  Fink. 
Soong  Office  Manager:  Roselyn  Kopit  Public 
s:  Christine  Summerson.  Josephine  Coppola  Reprint  Per- 
Lawrence  Clayton  Systems:  Ina  L  Kichen  (Mgr ),  Ron 
lourtenay  Eddy 

ER:John  W  Patten 
OPERATIONS:  Gary  B  Hopkins 
ADVERTISING  SALES:  Karl  A  Spangenberg 
ERNATIONAL:  Gerd  Hinske 

:ULATION:  Kitty  Carroll  Williams 

ECTOR  Of  MARKniNG:  Cara  Enckson 

.ES:  Constance  E.  Bennett  (San  Francisco).  G  Jarvis  Coffin 

ic  Region).  Dan  Dunn  (Chicago),  Molly  F  Ford  (Northeast- 

on) 

LLER:  Gary  M  Singer 

R,  ADVERTISING  BUSINESS:  Linda  F  Carvalho 
R,  PRODUCTION:  Mano  J  Talluto 


WHY  'DETROIT  SOUTH'  ISN'T 
LIKELY  TO  LIFT  THE  NORTH  

As  suggested  in  "Detroit  South" 
(Cover  Story,  Mar.  16),  convention- 
al economic  wisdom  says  that  the  shift 
in  North  American  auto  production  from 
U.  S.  factories  to  sites  in  Mexico  should 
result  in  a  "win-win"  situation  for  both 
countries.  In  theory,  Mexicans  will  use 
their  newfound  wealth  to  buy  American 
products,  thereby  creating  new  jobs. 

Lest  we  apply  this  free-trade  balm  too 
hastily,  we  should  revisit  a  bit  of  eco- 
nomic wisdom,  hard-learned  in  the  1980s: 
In  an  era  of  intense  global  competitive- 
ness, the  notion  of  any  one  country  be- 
ing a  "natural  supplier"  to  another  rings 
hollow.  By  itself,  the  mere  geographic 
proximity  of  a  supplier  to  a  burgeoning 
market  offers  only  a  fleeting  competi- 
tive advantage.  In  the  long  haul,  interna- 
tional and  domestic  markets  alike  are 
won  by  virtue  of  customer  awareness, 
product  features,  distribution  channels, 
brand  recognition,  price,  and,  of  course, 
quality. 

If  U.  S.  companies  are  to  cash  in  on 
the  lucrative  Mexican  market,  they  will 
have  to  do  it  the  new-fashioned  way — by 
slugging  it  out  in  the  trenches  with  the 
same  Japanese,  Korean,  and  German 
competitors  who  have  already  dug 
strong  toeholds  in  the  North  American 
market.  The  question  is:  Are  we  up  for 
the  fight? 

Joseph  0'  Grady 
Burlington,  Vt. 

Your  article  left  me  with  a  sense  of 
fear  for  the  future  economic  vitality 
of  America.  The  argument  presented  in 
the  article  that  free  trade  with  Mexico 
will  create  new  jobs  in  America  is  seri- 
ously flawed,  based  on  the  false  assump- 
tion that  a  rise  in  Mexican  auto-manu- 
facturing operations  will  significantly 
boost  demand  for  U.  S.-made  auto  parts. 

In  the  same  article,  you  indicate  that 
Electro-Wire  Products  and  other  auto- 
parts  suppliers  in  Owosso,  Mich.,  have 
transplanted  5S7"  of  their  jobs  to  Mexico. 
Service  industries  do  not  provide  a  viable 
replacement  for  manufacturing  indus- 
tries, counter  to  what  Owosso's  city 
manager  seems  to  believe. 


Your  article  also  cites  arguments  that 
Mexicans,  prosperous  from  their  new 
manufacturing  jobs,  will  buy  more  U.  S.- 
made  products.  Unfortunately,  by  the 
time  that  would  happen,  there  would  be 
few  products  still  made  in  the  U.  S.  that 
Mexicans  could  afford. 

David  Wolpert 
Pittsburgh 

When  I  entered  the  employment 
market  in  the  early  1950s  as  an 
industrial  engineer,  the  New  York  area 
was  populated  by  thousands  of  manufac- 
turing companies  employing  over  a  mil- 
lion marginally  skilled  workers.  Most 
product  manufacturing — apparel,  elec- 
tronics, toys,  etc. — has  since  been  moved 
to  foreign  countries  with  lower  labor 
costs.  Apparently,  assumptions  that  bet- 
ter jobs  would  replace  those  exported 
and  that  displaced  workers  could  easily 
be  retrained  to  fill  them  have  not  proven 
correct.  To  continue  down  this  path  is 
another  example  of  the  failure  of  Ameri- 
can leadership. 

Mel  Cook 
Suffern,  N. Y. 

TWO  VIEWS  ON 

BUMBLING  BANKERS  

In  John  Meehan's  otherwise  first-rate 
commentary  "America's  bumbling 
bankers:  Ripe  for  a  new  fiasco"  (Fi- 
nance, Mar.  2),  he  omitted  one  of  the 
important  contributions  that  will  lead  to 
the  next  fiasco:  The  inability  of  bank 
CEOs  and  directors  to  "Just  say  no,"  in 
this  case  to  security  analysts  and  the 
business  press.  In  the  '70s  and  '80s,  a 
principal  "measurement"  of  manage- 
ment was  how  aggressively  it  would 
jump  into  all  the  now-acknowledged  di- 
versifications-of-the-month  follies.  Fail- 
ure to  do  so  meant  a  low  stock  price  and 
hence,  a  prime  takeover  candidate. 

This  institutional  pressure  to  conform 
is  enormous.  If  you  take  the  two  gener- 
ally acknowledged  best-managed  bank- 
ing companies,  Fifth  Third  and  Wacho- 
via, they  share  one  common  trait:  an 
absolute  disdain  for  the  way  anyone  but 
their  employees  and  their  customers 
thinks  they  should  be  managed.  The  Citi- 
corps,  the  Banks  of  New  England,  and 
the  Security  Pacifies  were  the  ones  the 
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The  HP  DeskJet  500C. 
Prints  crisp  black  & 
white  and  color  for  only 


Sometimes  the  Hewlett-I'ac  kard 
DeskJet  5()()C  is  a  black  and  white 
printer.  Smart-looking,  formal, 
very  businesslike.  And  because 
it's  a  Hewlett-Packard  InkJet 
printer,  it  gives  you  laser-quality 
printing  with  clean,  crisp  ty])e  and 
graphics.  For  a  very  logical  price. 

But  other  times  the  DeskJet  500C 
is  a  C()k)r  printer  Just  snap  in  a 
cartridge  and  check  out  its  wikler 
side.  Get  the  same  clear,  sharp 
print  quality.  Rut  in  color  Choose 
from  thousands  of  different  shades 
to  really  make  your  proposals 
and  j)resentations  come  to  life. 

Get  the  HP  DeskJet  5()()C  for  PCs 
or  the  DeskWriter  C  for  Mac  intosh. 
Both  come  with  HP's  three-year 
limited  warranty.  They  print  on 
plain  paper  or  transparency  and 
wor  k  with  all  the  popular  soft  ware. 
They're  easy  to  use  and  small 
enough  to  fit  on  your  desk. 

To  see  a  demoRstrati<  )n  of  h(  )w  the 
DeskJet  5()()C  or  DeskWriter  C  can 
ackl  some  pei'sonality  to  anything 
you  print  ,  call  1-800-552-8500, 
Ext.  3069  t<)r  a  print  sample  and 
the  name  of  the  authorized  HP 
dealer  nearest  you. 
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institutional  investors — and  the  impor- 
tant business  press — loved. 

Thomas  S.  Condit 
Washington 

You  point  out  that  very  few  CEOs 
have  lost  their  jobs  due  to  poor  per- 
formance. To  take  this  one  step  further, 
I  would  like  to  point  out  that  as  banks 
and  thrifts  fail  and  are  closed  or  merged 
with  other  banks,  the  same  CP:os  and 
other  officers  responsible  for  the  failed 
institutions  are  often  hired  by  the  Reso- 
lution Trust  Corp.  to  assist  in  managing 
other  failing  financial  institutions. 

The  industry's  leaders,  along  with 
government  help,  should  assure  another 
banking  debacle  as  seen  in  the  1980s. 

Cindy  Weatherly 
Houston 

ETHICS  PROGRAMS  ARE  NO 
SUBSTITUTE  TOR  THE  REAI  THING 

After  reading  "The  best-laid  ethics 
programs  ..."  (The  Corporation, 
Mar.  9),  it's  not  hard  to  figure  out  why 
Dow  Coming's  state-of-the-art  ethics 
program  didn't  work  in  the  case  of 
breast  implants.  Layering  in  a  bureau- 
cracy is  no  substitute  for  a  true  corpo- 


rate culture.  Workers  have  a  genius  for 
discovering  the  real  reason  for  a  system 
and  learn  quickly  how  to  satisfy  its  mini- 
mum requirements. 

Turning  ethics  into  a  buzzword  or 
elaborate  structure  won't  guarantee  in- 
tegrity. The  best  way  is  the  simplest.  If 
the  boss  truly  believes  that  honesty  and 
respect  for  the  customers  are  priorities 
comparable  to  growth  and  profits,  em- 
ployees will  follow  the  lead. 

Paul  Wesslund 
Kensington,  Md. 

HOW  CAN  NEW  YORK  HAVE 
SO  MANY  JOBLESS?  IT  CAN'T 

In  "They're  pounding  the  sidewalks  of 
New  York"  (Economic  Trends,  Mar. 
80),  the  information  cited  by  economist 
Philij)  Braverman  is  quite  erroneous.  He 
states  that  according  to  the  Labor 
Dept.'s  household  survey,  the  nation  lost 
748,000  jobs,  and  New  York  accounted 
for  437'  of  these.  The  national  employ- 
ment estimates  are  developed  by  the  La- 
bor Dept.'s  Bureau  of  Labor  Statistics, 
while  state  estimates  are  developed  inde- 
pendently by  each  individual  state  em- 
ployment-security agency.  State  esti- 
mates are  not  controlled  to  a  national 


total — or  vice  versa.  The  sum  of  all  tli 
states'  employment  losses  would  far  e 
ceed  those  at  the  national  level. 

Michael  Levii; 
Economi: 
Bureau  of  Labor  Statisti 
U.  S.  Labor  De 
Philadelph 

TAKE  AWAY  LATE  FEES,  AND  ALL 
CREDIT-CARD  HOLDERS  WILL  PAY 
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The  article  "Mad  as  hell  about  la 
fees"  (Top  of  the  News,  Feb.  24)  a 
curately  describes  the  rising  tide  of  li 
gation  surrounding  the  right  of  cred 
card  issuers  to  charge  fees  for  la 
payments.  Missing  from  the  story,  hoi 
ever,  was  an  explanation  of  why  issue: 
charge  late  fees  in  the  first  place  a: 
what  the  consequences  would  be  to  av^kart 
age  consumers  if  issuers'  right 
charge  late  fees  is  taken  away  by  legi  (perly 
lative  or  judicial  fiat. 

In  general  terms,  a  late  payment  is  i 
early  warning  that  something  h; 
changed  in  the  financial  life  of  certa  \\ 
cardholders,  and  that  makes  them  risl 
er  customers. 

Therefore,  late  fees  reflect  the  fa 
that,  on  average,  unsecured  lending 
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SAS  EuroSleeper: 
Now,  for  only  $300  extra, 
you  can  relax  in  the  world's  only 
business  class  sleeper  seat. 
Available  only  in  SAS  EuroClass.® 


Daily  nonstop  flights  to  Scandinavia  with  easy  connections  irop^ 


'c'l  199?  SCANDINAVIAN  AIRLINES 


SAS  IS  A  PARTICIPANT  IN  THE  MILEAGE  PROGRAMS  OF  CONTINENTAL,  • 


PLEASE  INSERT  THIS  BETWEEN 
INTEL  AND  MOTOROLA;  AMD 

Your  article  on  microprocessor  ven- 
dors, "The  reward  of  many  RISCs" 
(Information  Processing,  Mar.  30),  is  cor- 
rect in  naming  Intel  the  industry's  No.  1 
supplier  of  microprocessors  for  comput- 
ers. However,  your  chart  showing  Mo- 
torola as  the  No.  2  supplier,  with  just 
more  than  3  million  microprocessors  for 
computers  shipped  last  year,  is  well  off 
the  mark.  In  fact.  Advanced  Micro  De- 
vices Inc.  is  easily  the  second-leading 
manufacturer  of  microprocessors  for 
computers,  with  more  than  5  million 
units  sold  in  1991.  This  year,  the  gap 
between  Intel's  No.  1  position  and  .'^MD's 
second-place  rank  will  get  smaller,  while 
the  gap  between  AMD  and  Motorola  will 
widen  as  our  Am386  microprocessor 
family  continues  to  gain  market  share. 
Robert  G.  McConnell,  Vice-President 
Personal-Computer  Products  Div. 
Advanced  Micro  Devices  Inc. 

Austin,  Tex. 


paying  customers  is  predictably 
er  than  lending  to  a  group  of  cus- 
?rs  who  pay  on  time, 
hen  issuers  charge  late-payment 
,  they  accurately  allocate  the  added 
5  of  lending  to  late-paying  card- 
ers directly  to  those  cardholders 
generate  these  costs, 
government  or  the  courts  eliminate 
fees,  issuers  would  be  forced  to 
ad  these  costs  over  their  entire  card- 
er base,  thereby  asking  customers 
pay  on  time  to  shoulder  the  burden 
ted  by  those  who  don't. 

Alex  W.  Hart 
President  &  CEO 
MasterCard  International 
New  York 

)  PERSPECTIVES  ON 

:0'S  FUSSY  STANDARDS  

le  article  "Geico's  acceleration  is  no 
iccident"  (The  Corporation,  Mar.  30) 
erly  focuses  on  the  importance  of 
1  drivers  to  Geico. 

^fortunately,  some  readers  may  con- 
e  that  Geico  will  cancel  them  if  they 
:  an  accident.  When  we  faced  finan- 
troubles  in  1976-77,  we  did  have  a 
s  percentage  of  cancellations  and 
•enewals. 

nee  then,  in  comparison  with  other 


comi)anies,  we  have  had  one  of  the  high- 
est percentages  of  auto  policyholders 
who  renew  year  after  year. 

Today,  we  terminate  only  1.57'  or  less 
of  our  policyholders  each  year  for  any 
reason.  But  it  is  true  we  can  be  fairly 
unforgiving  for  those  who  drive  while 
intoxicated  or  are  found  guilty  of  reck- 
less driving. 

William  B.  Snyder 
Chairman  &  CEO 
Geico  Corp. 
Washington 

Geico  provides  low-cost  insurance  by 
focusing  its  efforts  on  "safe  driv- 
ers" and  by  being  "unforgiving"  toward 
their  poorer  drivers.  They  also  are  in- 
creasing profits  by,  in  my  opinion,  mak- 
ing it  very  difficult  for  claimants  to  col- 
lect damages  from  them. 

My  car  was  struck,  while  parked,  by  a 
driver  insured  by  Geico.  The  adjuster  at 
its  claim  office  wrote  me  an  estimate  for 
approximately  $800,  which  seemed  quite 
low  for  the  damages.  I  obtained  three 
other  estimates,  and  they  ranged  from 
$2,100  to  $2,400. 

Not  until  I  threatened  to  complain  to 
the  insurance  commissioner  was  I  able 
to  have  my  car  repaired. 

Mark  J.  Martella 
San  Jo.se,  Calif. 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N.  Y,  10020.  Fax:  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  V^e  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


>hould  sleep  on. 


corpotatejet. 

It  appears  that  the  company  mail  cart  has  quietly 
become  a  vehicle  of  runaway  abuse. 

TheWall  Street  Journal  has  reported  that  30%  of 
all  packages  currently  marked  "rush"  needn't  be. 

Last  year,  that  impulse  to  "overnight  it"  needlessly 
cost  American  businesses  over  three  billion  dollars. 

No  one  is  more  alarmed  by  this  inefficiency  than 
UPS,  because  no  one  is  more  qualified  to  prevent  it. 

After  alljWe  offer  the  most  comprehensive  array  of 
cost-effective,  time-definite  shipping  options.  Including 
ground  delivery  two-day  air,  international  air  and  over- 
night air  delivery  Monday  through  Saturday 

And  for  those  shipments  that  are  truly  "urgent," 
"rush,"or  "overnight,"  UPS  Next  Day  Air  guarantees 
delivery  before 1030  a.m!  And  does  it  in  such  an  efficient 
manner  we  can  deliver  your  package  for  up  to  40%  less 
than  any  other  overnight  delivery  company 

If  that  appeals  to  you,  call  UPS.  Ev^ery  package  is  a 
"priority"tous.^^simplydon't  price  them  that  way  I  ^ 
We  run  the  tightest  ship  in  the  shipping  business! 
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THE  CHAIRMAN:  JOHN  J.  McCLOY,  THE  MAKING  OF  THE  AMERICAN  ESTABLISHMENT 

By  Kai  Bird 

Simon  &  Schuster  •  800pp  •  $30 

THE  KINGPIN 

OF  THE  POWER  ELITE 


For  those  who  need  reminding  or  are 
too  young  to  know,  John  J.  McCloy 
was  chairman  of  Chase  Manhattan 
Bani<;  president  of  the  World  Bank;  As- 
sistant Secretary  of  War;  U.  S.  High 
Commissioner  for  Occupied  Germany;  an 
eminent  Wall  Street  lawyer;  chairman  of 
the  prestigious  Council  on  Foreign  Rela- 
tions and  of  the  Ford  Foundation;  and  an 
adviser,  official  or  not,  to  every  Presi- 
dent from  Franklin  D.  Roosevelt  to  Ron- 
ald Reagan.  Small  wonder  John  Kenneth 
Galbraith  once  dubbed  him  chairman  of 
the  American  Establishment. 

In  this  earnest,  richly 
detailed  biography,  Kai 
Bird  defines  this  Estab- 
lishment as  those  who  sit 
on  the  "interlocking  direc- 
torships of  corporate 
America,  the  federal  gov- 
ernment, and  the  coun- 
try's leading  public-policy 
and  philanthropic  founda- 
tions." A  contributing  edi- 
tor of  The  Natio7i,  Bird 
turns  McCloy's  career 
into  an  unparalleled  case 
study  of  how  and  to  what 
ends  that  group  exercises 
power.  His  book  is  for 
anyone  interested  in 
America's  role  in  creating 
the  post-World  War  H  po- 
litical order. 

The  big  surprise  is  that  "the  chair- 
man" grew  up  poor;  his  widowed  mother 
was  a  hairdresser.  But  McCloy  worked 
his  way  through  Harvard  Law  School 
and  became  an  expert  in  international 
finance.  When  he  died  in  1989,  his  career 
had  spanned  more  than  70  years,  and  he 
had  participated  in  an  astonishing  range 
of  decisions. 

He  played  a  vital  role  in  managing 
World  War  H,  as  chief  adviser  to  Secre- 
tary of  War  Henry  L.  Stimson.  Subse- 
quently, as  High  Commissioner  for  Oc- 
cupied Germany,  he  was  a  key  member 
of  the  high-powered  group  that,  in  Dean 
Acheson's  phrase,  was  "present  at  the 
creation"  of  postwar  Europe.  Like  the 
others,  McCloy  was  a  fervent  interna- 
tionalist who  believed  the  U.  S.  was  des- 
tined to  prevail  in  world  affairs.  He  ac- 
cepted the  corollary  that  the  country 
must  be  ready  to  protect  its  interests 
with  military  might.  He  steadfastly  re- 


jected Soviet  proposals  for  a  neutralized, 
unified  Germany  and  fought  to  link  a 
reindustrialized,  rearmed  West  Germany 
to  the  U.  S.-dominated  Atlantic  alliance. 
Yet  he  later  worked  tirelessly  as  a  Presi- 
dential adviser  to  curb  nuclear  arms. 

In  1953,  McCloy  returned  to  his  pri- 
vate career,  spent  largely  in  the  service 
of  the  Rockefellers.  At  Chase  Bank,  he 
finished  a  long-stalled  merger  with  the 
Bank  of  Manhattan  and  expanded  the 
bank's  international  presence.  Even 
then,  he  was  often  called  to  public  ser- 
vice, as,  for  example,  the  only  private 


mm mcCloy's  career 
is  an  unparalleled 
case  study  of  how  the 
U.S.  Establishment 
exercises  its  power  , 


citizen  on  the  Warren  Commission. 

In  some  arenas,  he  virtually  erased 
the  line  between  public  and  private.  He 
exerted  great  influence  on  U.  S.  policy  in 
the  Middle  East,  where  he  frequently 
traveled  on  behalf  of  his  bank  or  the 
"Seven  Sisters"  oil  companies — but  of- 
ten also  with  a  State  Dept.  mandate.  He 
once  won  concessions  for  his  oil  clients 
from  the  Shah  of  Iran  by  suggesting 
that  unless  the  Shah  cooperated,  his  re- 
lations with  Washington  would  be  hurt. 

Like  other  Establishment  "wise  men," 
McCloy  was  often  called  to  the  White 
House  to  advise  on  policy  or — particular- 
ly in  the  case  of  the  Vietnam  War — to 
legitimize  it.  He  agonized  over  Vietnam, 
Bird  says:  Although  McCloy  wanted  the 
U.  S.  to  get  out,  he  saw  the  war  as  a 
symbol  of  America's  determination  to 
have  its  way  in  the  world.  In  the  end, 
after  backing  each  new  expansion  of  the 
war,  McCloy  and  most  of  his  friends 


about-faced  and  withdrew  their  suppoi 
Recounting  all  this.  Bird  maintains 
measured  but  critical  tone.  Durir 
World   War   II,   he   charges,  McCk 
"more  than  any  other  individual"  w; 
responsible  for  incarcerating  West  Coa  i 
Japanese.  He  faults  McCloy  for  refusir 
to  order  the  bombing  of  Nazi  dea 
camps  and  for  granting  clemency  to  Gi 
man  industrialists  convicted  of  w 
crimes.  But  except  for  interning  the  Ja] 
anese — where  McCloy,  like  Stimson  a 
Roosevelt,  succumbed  to  wartime  hys 
ria — these  judgments  seem  defensib 
On  bombing  the  camps,  for  example, 
deferred  to  military  experts  who  we| 
not  persuaded  it  would  save  lives. 

Bird  also  thinks  McCloy  at  times  s 
ordinated  U.  S.  interests  to  those  of 
clients.  McCloy,  he  stresses,  saw  no  ci 
flict:  He  believed  both  sets  of  intere: 
were  the  same.  In  the  Middle  East, 
example,  he  saw  the  key  goal  of  h 
the  U.  S.  and  the  oil  companies  as  ma| 
taining  a  reliable  sup] 
of  oil.  It's  not  an  entin 
unreasonable  view. 

Bird  calls  McCloy  o 
of  the  Establishmen 
"more  admirable  me 
bers."  But  this  is  fai 
praise:  The  Establis 
ment,  in  Bird's  view,  "I 
came  the  stewards  of  t 
American  national-secu 
ty  state,"  dominated 
the  cold  war,  an| 
communist  obsessions, 
staggeringly  costly  an 
race,  and  the  military 
dustrial  complex. 

Political  leanings — a 
Bird  leans  somewh 
left — strongly  color  su 
opinions.  About  Vietna 
he  is  right:  America's  foreign-policy  el 
failed  to  provide  leadership.  As  for  t 
cold  war,  it  was  not  launched  by  t 
U.  S.  alone.  Moreover,  we  won. 

Bird,  in  the  end,  seems  too  quick 
damn  McCloy  and  the  Establishment, 
that  more  trusting  era,  these  men  exe 
ed  influence  on  public  opinion  and  on  t 
officials  who  appointed  them.  They  w( 
able  to  rise  not  just  through  birth  bu( 
as  McCloy  did — through  merit. 

As  we  dismantle  the  old  policies  a 
institutions,  the  question  is:  With  wl 
should  we  replace  them?  McCloy,  wh 
ever  his  mistakes,  was  a  man  who  fa( 
hard  facts,  made  tough  decisions,  a 
got  on  with  it.  Similar  people  must 
around  somewhere.  Sadly,  they  are! 
visible  in  Congress,  the  White  House,) 
on  the  campaign  trail.  ! 

BY  JACK  PATTERSi 
Patterson  retired  as  BUSINESS  WEEK'S  d 
tonal  page  editor.  I 


14  BUSINESS  WEEK/APRIl  27,  1992 


mall  business,  you  need  something  that  works  all  the  time. 


■ 


n  1^ 


p  it  simple. 


That's  why  American  Express  and  AT&T 
announce  a  single  Corporate  Card  program 
designed  exclusively  for  small  business. 

Expect  reliable  customer  service,  accurate 
statements,  corporate  discounts.  And 
acceptance  where  and  when  you  need  it. 
Then  add  the  quality  and  service  of  the 
AT&T  Network  and  savings  of  10%  on 
AT&T  long  distance  card  calls.  All 
consolidated  on  one  monthly  billing 
statement  from  American  Express. 

One  card  to  carry.  One  bill  to  review. 
It  IS  that  simple. 

For  more  information,  call  1 800  531-3934. 
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American  Express  Travel  Related  Services  Company,  Inc.        il>1992,  AT&T. 


FOR  SMALL  BUSINESS 


OnJamiaryl4,1992 
we  opened  a 

bUlion  dollar  plant 
in  the  heart  of  Detroit 
Some  say  that's  stupid. 

Wc  say  it's  responsible, 
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Our  Jefferson  North  plant 
is  a  commitment  to  the  quality 
of  the  product  and  the  community. 

We  could  have  taken  the  easy  way  out,  like  a  lot 
of  companies  are  doing  these  days.  We  could  have 
built  our  plant  in  a  field  outside  a  small  town  to  keep 
operating  costs  down. 

Instead,  on  January  I4th  we  opened  one  of 
America's  most  advanced  auto  plants  in  the  heart  of 
Detroit.  We're  keeping  thousands  of  jobs  where 
they're  needed  most,  in  the  inner  city  And  provi4- 
ing  millions  in  taxes. 

Jefferson  is  going  to  show  the  rest  of  the  indus- 
try how  to  produce  world-class  quality  and  improve 
the  quality  of  community  life.  For  us,  it's  a  good  feel- 
ing. For  the  consumer,  it's  a  good  product. 

Environmentally, 
it's  one  of  the  cleanest 
plants  in  the  world. 

We  think  the  new  Jefferson  plant  will  set  new 
standards  of  environmental  responsibility  We're 
using  breakthrough  technology  to  reduce  the 
amount  of  waste  materials  in  the  earth  and  air. 

Rather  than  having  the  overspray  from  painting 
cars  end  up  in  a  landfill,  at  Jefferson  the  paint  over- 
spray  will  be  collected,  recycled  and  can  be  used  as 


underbody  paint. 

We'll  save  more  than  50,000  tons  of  scrap  eveq 
year  by  using  returnable  shipping  containers  with 
foam  padding  instead  of  wooden  crates  and 
cardboard. 

We're  using  recyclable  containers  to  transport 
liquids.  Not  the  old  55-gallon  steel  drums. 

Storage  tanks  for  gas,  oil  and  solvents  are 
above  ground  to  prevent  contamination  of  water 
supplies.  And  the  tanks  are  placed  within  concrete 
barriers. 

Our  own  on-site  water  treatment  facility  cleans 
up  500,000  gallons  of  plant  process  water  daily 

Chrysler  technology  isn't  just  for  the  cars  we 
build.  It's  for  where  we  build  them. 
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Jefferson  will  be  as  efficient 

as  any  import  operation 
in  Tennessee  or  Timbuktu. 

We're  operating  Jefferson  on  a  lean  productior 
system.  And  that  means  lean  in  every  step  of  the 
manufacturing  process. 

Our  people  function  as  a  team,  not  as  special- 
ists working  separately  Everybody  together  from 
the  start,  solving  problems  to  avoid  downtime  later 
on.  It  makes  sense  and  it  saves  dollars. 

We  have  206  robots  at  Jefferson,  doing  every- 
thing from  welding  body  panels  to  applying  the 
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ish  paint  coat.  That  sounds  like  a  lot  of  automa- 
n.  But  compared  to  most  plants,  it  isn't.  We're 
ng  just  enough  of  the  best  technology  to  build 
;  best  quality. 

Parts  delivery  has  been  revolutionized.  Instead 
Dne  central  delivery  point,  trucks  can  pull  up  to 
unloading  docks  placed  around  the  plant.  The 
embly  line  is  routed  to  pass  by  a  truck  bay  when 
art  is  required.  Need  an  engine  loaded  into  a 
licle?  The  engine  will  be  there  when  the  line  rolls 
)und. 

American  plants  usually  have  several  days  of 
ts  inventory  stacked  up.  At  Jefferson,  we  want  to 
^p  the  parts  inventory  down  to  eight  hours. 

Minimizing  waste  and  maximizing  efficiency  to 
prove  quality  That's  the  whole  idea  behind 
Person. 

The  most  advanced  technology, 
and  the  safest  way  to  use  it. 

We  believe  we  have  not  only  the  best  produc- 
n  equipment  at  Jefferson,  but  also  the  safest 
rking  environment. 

Management  and  union  safety  representatives 
re  involved  in  the  design  and  building  of  every 
rk  station  in  the  plant.  Safety  features  such  as 
It  screens  and  pressure-sensitive  mats  have  been 
lit  into  the  manufacturing  processes.  Even  the 
ights  of  the  conveyors  were  carefully  considered. 

The  goal  at  Jefferson  was  to  set  new  standards 
ivorker  safety  for  the  whole  industry.  We  think 
've  done  it. 

The  Jefferson  difference: 
2,100  experienced  pros  with 
ahnost  a  million  hours  of  training. 

The  work  force  at  Jefferson  has  more  car  build- 
;  experience  than  any  other  in  America,  mayl:)e 
I  worid.  The  average  length  of  service  for  all 
iployees  is  26  years.  These  are  the  people  who 
yed  a  major  part  in  turning  this  company  around, 
ey  know  what  it  takes  to  build  quality 

But  with  all  those  years  behind  them,  they  still 
:eived  over  900,000  hours  of  training.  The  new 
ichinery  in  place  at  Jefferson  isn't  new  to  them. 

You  can  buy  technology.  You  can't  buy  experi- 


ADVANTAGE  :  I 

CHRYSLER      PLYMOUTH      DODGE  D 


ence,  loyalty  and  pride.  Those  are  the  real 
ingredients  of  quality 

We  built  a  whole  new  plant 
to  keep  a  legend  alive: 
Jeep  Grand  Cherokee. 

One  brand  sums  up  what  four-wheel  drive  is  all 
about:  Jeep.'  To  the  industry  it's  a  sport  utility  vehi- 
cle. To  the  world,  it's  a  legend. 

When  you  build  a  legend,  you  never  change  it 
unless  you  can  improve  it.  The  technology  and 
experience  at  Jefferson  will  produce  the  highest 
quality  Jeep*  ever:  Jeep"*  Grand  Cherokee. 

Grand  Cherokee  is  the  best-looking,  roomiest, 
most  comfortable  Jeep  *  we've  ever  turned  out.  The 
engine  is  a  4-liter  Power  Tech  Inline  6-cylinder,  the 
most  powerful  and  fuel  efficient  in  its  class.  Ride  and 
handling  are  better  than  ever.  Anti-lock  brakes  are 
standard.  Even  an  air  bag  is  standard.  And  like  every 
Jeep,'  it  goes  anywhere. 

A  lot  of  people  love  the  Jeep  '  mystique,  but  still 
want  the  feel  of  the  family  car.  For  them.  Jeep® 
Grand  Cherokee  is  the  answer.  And  we'll  build 
plenty  to  go  around-720  a  day  when  Jefferson  is  at 
full  capacity 

In  a  bad  economy, 
Jefferson  is  good  news. 
For  the  city,  for  Chrysler, 
for  the  country. 

Pick  up  any  newspaper  any  day  and  all  you  read 
are  discouraging  words.  About  the  economy  in  gen- 
eral, and  the  car  business  in  particular. 

Perhaps  the  prophets  of  doom  should  take  a 
hard  look  at  what  Chrysler  is  doing.  We're  opening  a 
plant,  not  closing  one.  We're  breathing  life  into  an 
inner  city  not  letting  one  die.  We're  supporting 
American  workers  and  what  they  can  produce,  not 
giving  up  the  quality  race  to  Japan  or  Germany 

In  the  car  business  you  lead,  follow,  or  get  out 
of  the  way 


0  D  G  E    T  R  U  C  K  S      J  E  E  P.  EAGLE 


Jeep  is  a  registered  trademark  of  CLirysler  Corporation 


conomic  Viewpoint 


HOW  IS  AFFIRMATIVE  ACTION 
LIKE  CROP  SUBSIDIES? 


BY  GARY  S  BECKER 


Both  are  federal 
programs  that  cater 
to  a  minority — 
and  may  hurt  some 
people  along  the 
way.  But  affirmative 
action  probably 
causes  less  harm 
than  many  other 
government  policies 


GARY  S  BECKER  IS  PROFESSOR  OF 
ECONOMICS  AT  THE  UNIVERSITY 
OF  CHICAGO  AND  A  FELLOW  OF 
THE  HOOVER  ItxISTITUTION 


Many  conservative  intellectuals  are 
l)assionately  opposed  to  quotas  and 
other  parts  of  affirmative-action  pro- 
gi'ams,  while  liberals  just  as  fervently  advocate 
them.  Yet  tlie  depth  of  emotion  on  this  issue 
seems  misplaced  when  affirmative  action  is 
reeof^iized  for  what  it  is:  a  federal  regulation 
that  probably  causes  less  harm  than  many 
other  programs  but  does  hurt  some  individu- 
als, as  it  caters  to  minorities  with  political 
clout. 

I  don't  like  group  quotas  and  other  aspects 
of  affirmative-action  pi'ogi"ams,  but  I  am  puz- 
zled by  the  handwringing  and  anger  of  those 
who  are  opposed,  especially  some  intellectuals. 
Although  no  one  has  even  rough  estimates  of 
the  social  costs  and  benefits  of  these  pro- 
grams, I  strongly  suspect  that  certain  other 
subsidies  and  regulations  do  more  damage. 
Examples  include  tax  and  other  breaks  to  the 
housing  industry,  the  declines  in  labor-force 
participation  of  elderly  persons  induced  by 
the  tax  on  Social  Security  benefits,  and  higher 
consumer  prices  due  to  (juotas  on  imported 
cars,  textiles,  computer  chips,  and,  until  re- 
cently, steel. 

Opposition  to  affirmative-action  programs 
may  be  strong  because  their  effects  can  be  so 
visible:  for  example,  when  such  programs  are 
used  to  admit  students  with  weak  records  to 
law  schools,  medical  schools,  and  premier  uni- 
versities or  to  help  promote  minority  members 
into  high-level  jobs,  while  people  who  are 
more  qualified  are  passed  over.  The  harm 
from  most  other  programs  is  indirect  or  hid- 
den from  view. 

ETHICAL  APPEALS.  Some  opponents  argue  that 
affirmative-action  regulations  are  wor.se  than 
other  government  progi'ams  because  the  crite- 
ria are  inborn  characteristics:  race,  gender, 
national  origin,  and  the  like.  But  other  pro- 
grams that  have  nothing  to  do  with  inherited 
characteristics  often  in  reality  help  only  a 
small  group.  For  example,  hardly  anyone  not 
brought  up  on  a  farm  ever  becomes  a  commer- 
cial farmer.  Thus,  subsidies  to  agriculture  are 
in  a  sen.se  unavailable  to  people  who  gi"ow  up 
in  cities. 

Supporters  of  affirmative  action  deny  that  it 
is  the  result  simply  of  political  power.  They 
argue  that  justice  demands  compensation  for 
the  horrors  of  past  discrimination.  Opponents 
argue  just  as  strongly  that  (luotas  violate  our 
culture's  principle  of  equal  treatment  for  equal 
skills,  and  they  reject  the  notion  that  the 
present  generation  can  be  held  responsible 
for  discrimination  in  the  past. 

Both  sides  in  this  debate  make  valid  points, 
but  arguments  about  benefits  are  usually 
couched  in  terms  of  moral  and  ethical  justifica- 


tions', partly  to  gain  the  support  of  other  vo 
ers.  When  was  the  last  time  you  heard  anyoi 
defend  a  government  program  simply  on  tt 
grounds  that  the  person  wanted  to  have  t\ 
benefits?  Although  Republican  opposition  i 
quotas  has  helped  the  party  make  political  i 
roads  at  the  national  level  among  white  ma 
blue-collar  workers  who  traditionally  vot( 
for  Democrats,  clearly  affirmative-action  pr 
gi'ams  would  not  be  politically  viable  if  th€ 
had  the  support  only  of  those  blacks,  wome 
and  others  who  benefit. 
SHADOW  OF  DOUBT.  Most  other  governmei 
programs  could  not  have  been  implement 
without  support  from  persons  not  much  a 
fected  by  them  one  way  or  the  other.  Sure! 
management  and  employees  at  Chrysler  Cor 
did  not  have  enough  clout  by  themselves 
get  the  large  federal  bailout  a  decade  ag 
Alone,  the  small  number  of  sugar  growers 
the  U.  S.  would  not  have  had  much  chance 
getting  the  restrictive  quotas  on  sugar  ir 
ports  that  have  l)een  in  effect  for  the  past  ' 
years.  This  need  to  inflate  self-interest  into 
broader  moral  and  ethical  point  is  why  i 
business  executive  pleads  for  government  su 
sidies  by  explaining  that  otherwise  he  migl 
lose  his  job  or  have  to  take  a  big  cut  in  pa 
Instead,  he  complains  about  unfair  compel 
tion  from  abroad  or  frightens  voters  wit 
tales  of  defense  vulnerabilities  or  the  lo: 
of  jobs  and  stockholder  equity  if  help  is  n< 
forthcoming. 

Opponents  make  much  of  how  affirmati\ 
action  detracts  from  the  achievements  of  tl 
most  qualified  members  of  minority  group 
These  able  people  suffer  jisychologically  fro; 
skepticism  about  whether  they  deserve  the 
success.  Stephen  L.  Carter,  a  black  profess( 
at  Yale  Law  School,  in  his  book  Reflectians 
an  Affirmative  Action  Baby,  poignantly  d- 
scribes  his  experiences  with  this  attitude. 

Of  course,  the  doubt  cast  on  the  qualific 
tions  of  successful  minority  members  is  u; 
fortunate.  But  every  government  progra: 
hurts  someone— often  even  some  members  i 
the  groups  that  benefit.  Studies  have  doc 
mented,  for  example,  that  programs  invol' 
ing  acreage  restrictions  on  agricultural  croj 
benefit  rich  farmers  sometimes  at  the  expen; 
of  poor  farmers,  who  do  not  get  their  fa 
share  of  the  allotments. 

Recognizing  that  affinnative-action  progi-an 
are  government  regulations  with  a  complica 
ed  incidence  of  costs  and  benefits  does  n^ 
resolve  the  dispute  over  whether  or  not  the 
are  desirable.  But  it  may  help  focus  the  debai 
on  the  real  question:  Do  they  cause  as  muc 
harm  or  do  as  much  gfxxl  as  other  governmei 
programs  that  generate  very  little  debate? 
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ECONOMIC  VIPWPC 


In  government-assisted  bank  M&A 
whether  or  not  you  know  Washington 
you  should  know  Merrill  Lynch. 


As  the  banking  industry  forges  ahead  through  a  whole  new  era  of  restructuring  and 


consolidation,  clients  are  turning  more  and  more  to  Merrill  Lynch  for  our  extensive 


experience  in  government-assisted  mergers  &  acquisitions  and  the  knowledge  of  the 


relationship  between  government  and  the  financial  industry 


which  our  experience  provides.  [Ml  Our  competitive  edge 


over  other  investment  banks  results  from  our  strong  capital  base 


and  the  ability  to  innovate  that  we  bring  to  every  M&A  transac- 


tion. 


For  years,  Merrill  Lynch  has  dedicated  resources, 


both  human  and  capital,  exclusively  to  the  banking  industry  The 

years  ahead  will  see  the  results  of  that  commitment  benefiting 
our  clients  to  an  ever-increasing  degree.  IMI  Which  is  why 
there  has  never  been  a  better  time  to  be  a  client  of  Merrill  Lynch. 


The  First  Federal 
Savings  Bank 


has  acquired  <  ertain  aswt.s 
and  a-wumed  (.eriam  depusits 
and  li.tliilitiesol 


First  Federal  Saving  Bank 
of  Toledo 

Irorntli.-HK  ) 


Merrill  Lynch  &  Co. 


Merrill  Lynch 

A  tradition  of  trust. 


©1992  Men-ill  Lynch  &Ca 


Epson  Reliability.  As  you'd 
expect  from  the  longest-running 
prin  ter  company,  the  ActionPrinter 
is  built  to  last.  And  backed  solidly 
by  our  two-year  warranty. 


A  Simple  Lesson  II 


Unique  Paper  Tray.  The  only 
dot  matrix  printer  with  a  paper 
cassette  tray.  So  you  wont  get  fed 
up  handling  tractor  feed  paper 


Quick  &  Quiet.  In  case  you 
haven  t  heard,  the  ActionPrinter 
is  considerably  quieter  than  the 
average  dot  matrix  printer — 
everi  when  zipping  along  at 
250  characters  per  second. 


Easy  To  Use.  Setup  and  operation  couldn't  be  simpler.  And  Epson's  convenierit 
Quick  Reprence  Card  keeps  you  from  struggling 
through  hefty  user  manuals. 


This  ca 


11  need  most  oUen  For 


V  ira(lcmark%  and/i 


liUuf  ilini  n  spci  i[Vf  rnjiiiildt  iiifers.  l-.pMUi  i\  j  rc^sUTt-d  ludemark  of  Seiko  Epson  Corp  ©  |4*)2  hpvMi  .Omenta, Inc.,  20770  Madrona  Ave  ,  Torrance,  rA90M9 


Very,  Very  Affordable,  With  a  list  price 
of  just  $299,  this  is  cl/nrly  a  printer  anyone 
ran  feel  at  home  with. 


SCALABLE  FONTS 


Quality  Output.  You  can  print  a 
variety  of  ktter-quality  type  in  a  variety 
of  sizes,  and  give  all  your  work  a  more 
professional  look. 


lome  Economics. 


npact  &  Lightweight.  The  design  is 
)lutionary:  the  ActionPrinter  sits  flat  or 
ids  upright,  fitting  easily  in  any  luork- 
ce.  The  perfect  printer  to  have  around 
house  or  apartment. 


The  new  Epson®  ActionPrinter"  3250  is  the  first 
dot  matrix  printer  buiU  specifically  for  the  home 
user.  Its  design  is  sleek  and  space-saving.  Its  features 
practical  and  easy  to  use.  Its  construction,  Epson  solid. 
All  for  a  price  that's  nothing  short  of  amazing. 

For  a  free  introductory  course  in  printers,  turn  to 
our  booklet, "Wliat  You  Should  Know  Before  Buying  A 
Dot  Matrix  Printer."  Just  call 
800-289-3776  for  your  copy, 
and  the  name  of  the  Epson 
dealer  nearest  you. 

Then  stop  in  soon. 
And  take  home  a  printer  that  could 
teach  the  others  a  lesson  or  two. 


Fdi  dealer  referral. tall  800-BUY-EPSONISI)0-'.'«9-37"6).  In  Canada,  (all  SOO-CO-EPSON 


Economic  Trends  1 


BY  GENE  KORETZ 


THOSE  HUGE  HIKES  IH 
HOME  VALUE  ARE 
BUILT  ON  QUICKSAHD 

For  many  Americans  in  recent 
decades,  the  purchase  of  a  home  has 
represented  more  than  the  answer  to 
their  housing  needs.  It  constituted  a 
major  investment  vehicle,  one  that  was 
expected  to  appreciate  significantly. 

At  first  glance,  such  expectations 
seem  amjjly  justified  l)y  experience.  In 
the  past  two  decades,  the  nationwide 
average  sales  price  of  existing  homes 
rose  steadily  year  after  year,  from 
$25,700  in  1970  to  $72,800  in  1980,  and 
$118,600  in  1990.  Similarly,  the  average 


THE  HIDDEN  WEAKNESS 
OF  NEW  HOME  PRICES 

?5  I  1 
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sales  price  of  a  new  single-family  home 
rose  l)y  more  than  180%  in  the  1970s 
and  more  than  90%  in  the  1980s. 

Economist  Tony  Riley  of  A.  Gary  Shil- 
ling &  Co.  insists,  however,  that  the 
last  decade's  price  appreciation  has  l)een 
largely  illusory.  "Homeowners  in  some 
regions  have  done  better  than  inflation," 
says  Miley,  "hut  they've  probably  done 
less  better  than  they  think.  And  on  a 
national  basis,  the  evidence  indicates 
that  I'eal  pi'ices  have  actually  declined." 

To  be  sure,  adjusting  home  prices  foi' 
the  impact  of  consumer  inflation  sug- 
gests thai  house  values  still  managefl 
to  post  some  real  growth  in  the  1980s. 
Aftei-  jumping  some  .357o  from  1970  to 
VM),  i-eal  aver'age  new-home  prices  rose 
an  additional  24%.  l)y  1990,  while  real 
existing-home  prices  inched  up  by  '■>%. 

This  diffei-ence  in  recent  real  price 
performance  is  critical,  argues  Riley. 
Simply  adjusting  prices  for  inflation,  he 
says,  neglects  the  fact  that  some  price 
increases  reflect  a  shift  toward  larger 
homes  with  moi-e  features.  And  because 


the  stock  of  (.'xisting  homes  for  sale  is 
dominated  by  older  homes,  such  shifts 
are  more  pronounced  in  the  mix  of  new 
homes  hitting  the  market. 

Fortunately,  the  Census  Bureau  has 
developed  a  ciuality-adjusted  price  index 
to  remove  the  impact  of  quality  improve- 
ments on  new-home  values.  The  index 
takes  into  consideration  price  changes 
stemming  from  such  features  as  more 
square  footage,  bathrooms,  fii'eplaces, 
garages,  and  other  amenities. 

The  importance  of  this  price  index 
becomes  startlingly  clear,  says  Riley, 
when  one  uses  it  in  adjusting  new-home 
prices  for  both  quality  changes  and  infla- 
tion (chart).  "That  dual  adjustment  re- 
veals that  new-home  prices  actually  rose 
less  than  inflation  in  the  1980s,"  he  says. 

Although  a  similar  quality-adjusted 
index  for  existing-home  prices  is  not 
available,  Riley  argues  that  the  same 
forces  that  affect  new-home  prices  in- 
evitably affect  the  existing  stock  of 
homes.  "The  modest  rise  in  the  real  pric- 
es of  existing  homes  over  the  past 
decade,"  he  says,  "almost  surely  trans- 
lates into  a  significant  decline  once  one 
adjusts  for  the  increase  in  the  size  and 
(luality  of  homes  changing  hands." 

Many  homeowners  are  already  aware 
of  the  lack  of  appreciation  of  real  house 
prices,  believes  Riley.  "As  this  aware- 
ness spreads  to  prospective  buyers,"  he 
predicts,  "people's  ideas  of  how  much 
house  they  need  and  are  willing  to  fi- 
nance will  inevitably  change." 


A  THRIFTY  RTC 
COULD  SHAVE  BILLIONS 
OFF  THE  DEFICIT  

Despite  fears  of  an  exploding  deficit, 
economists  at  Shearson  Lehman 
Brothers  Inc.  expect  the  fiscal  1992  bud- 
get deficit  to  come  in  at  $340  l)illion, 
much  lower  than  the  Office  of  Manage- 
ment &  Budget's  official  forecast  of  $400 
billion.  A  major  reason:  lower-than-ex- 
pected  outlays  for  deposit  insurance. 

Shearson's  Washington-based  analyst 
Thomas  D.  Gallagher  notes  that  while 
the  l)udget  office  ex])ected  net  outlays  of 
the  Resolution  Ti'ust  Corp.  to  reach  $40 
billion  this  fiscal  year,  the  agency  thus 
far  has  actually  taken  in  as  much  in 
asset  sales  as  it  has  spent  in  closing 
failed  thrifts.  With  Congress  dragging 
its  feet  in  extending  the  liTC's  spending 
authority  and  with  revenues  from  asset 
sales  higher  than  anticipated,  Gallagher 
expects  that  ktc  net  outlays  in  fiscal 
1992  will  fall  at  least  $10  billion  below 
projections.  Similarly,  net  outlays  by  the 
bank  insurance  fund  totaled  a  paltry  $4 
billion  at  last  coimt,  compared  to  OMB's 


full  fiscal-year  projection  of  $33  billion 
In  any  case,  Shearson  economists  cor 
cede  that  lower  deposit  insurance  out 
lays  will  have  negligible  economic  irr 
pact.  But  they  do  anticipate  a  toni 
effect  on  the  bond  market.  They  als 
think  that  relatively  strong  economi 
growth  in  coming  months  will  help  pu 
'the  deficit  below  expectations. 


AMERICAN  DEBT 
ABROAD  IS  LESS  THAN 
IT'S  CRACKED  UP  TO  BE 


IS  THE  SHEER  VOLUME 
OF  JOB  SEEKERS 
A  DOWNBEAT  SIGN? 

In  the  past  four  months,  some  1.2  mi 
lion  peojile  entered  the  labor  fore 
compared  with  less  than  700,000  in  tl 
prior  16  months.  Although  the  surg 
would  seem  to  reflect  the  effect  of  in 
proving  job  prospects  on  would-be  wor 
ers,  economist  Michael  Moran  of  Daiw 
Securities  America  Inc.  isn't  so  sure. 

Moi'an  notes  that  the  Labor  Dept. 
count  of  discouraged  workers  who  r 
main  out  of  the  labor  force  because  th( 
don't  think  jobs  are  available  has  he 
steady  for  three  quarters.  Yet  the  nur 
ber  of  people  who  say  they  are  not  see 
ing  work  because  of  housekeeping  r 
spfmsibilities  fell  sharply  last  quarter. 

"Apparently,"  says  Moran,  "a  lot 
people  who  would  ordinarily  stay  ; 
home  to  do  housework  are  pounding  tl 
pavement  in  an  effort  to  boost  fami 
incomes  that  have  been  hurt  by  layoffs 


America's  position  as  an  internation 
debtor  is  significantly  lighter  tha 
previously  reported.  Economist  H.  Eri 
Heinemann  of  Ladenburg,  Thalmann 
Co.  points  out  that  new  Federal  Reser 
data  indicate  that  foreign  investment  i 
the  U.  S.  exceeded  U.  S.  investme 
overseas  by  $54;3  billion  in  1989  and  $5'" 
billion  in  1990,  about  $150  l)illion  le 
than  the  Fed's  original  estimates. 

What's  more,  the  Fed  puts  America 
net  foreign  debt  at  the  end  of  1991 
$559  billion,  only  slightly  higher  th 
its  average  level  in  the  previous  t 
years.  In  other  words,  notes  Heineman 
after  going  from  a  net  creditor  positio 
of  $240  billion  in  1981  to  becoming  th 
world's  largest  debtor  during  the  Re; 
gan  years,  the  U.  S.  has  stabilized  it 
debt  under  the  Bush  Administration. 

"On  this  basis,"  says  Heinemann,'  "th 
real  cost  of  servicing  U.  S.  internation; 
debt  should  drop  steadily  as  a  share  ( 
gross  domestic  product." 
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WHEN  19,000  CAREERS 
ARE  ON  THE  LINE 


Forget  ivy-covered  \\  ;ills  ami  lounging  on  the  grass.   Today's  students  are  rushing  to  meet 
the  21st  C'.entun'.  Libraries  are  now  "nuiltimedia  buildings."  Lecture  halls  are  "instructional  telecommunications 
centers,"  and  laboratories  are  "a|)j)lied  technolog'X'  facilities."  At  C^alifornia  State  L  niversir\',  Fresno, 
there's  even  a  special  s\  ste!n  to  integrate  all  ot  these  resources.  It's  called  a  telephone. 
Actuallw  the  students  ot  C^SL'I*"  cull  it  the  "super  [ihone"  -  and  rightfully  so.  By  integrating 
all  voice,  video  antl  data  communications,  this  massive  tligital  netAvork  provides  access  to  thousands  ot  on-campus 
computer  vv<jrkstations,  telephones  and  teleconunimications  services.  I^rom  the  status  ot  a  starting  freshman  to 
the  tmal  grades  ot  a  gratluating  senior,  the  T'*^6()()"  system  puts  it  all  on  the  line. 
To  learn  more  about  our  super  phone,  just  pick  up  \'our  telephone.  C^all  1 -<S()()-553-3263. 


The  F9600  Digital  Telephone  liorn  Fu|ilsu.  a  $21  billion 
global  telecommunications  leader  serving  over  100  countries 


FUJITSU 


1  he  LDiiiputcr  iSc  c( )iiiiiuimc;it K ills  conipanv. 


■  ■he  results  of  a  recent  independent  survey  sponsored  by  The  CIT 
Group  show  that  71%  of  CEOs  and  Senior  Financial  Officers  from  323 
medium-size  companies — across  all  regional  and  industrial  segments — 
are  now  optimistic  about  the  direction  of  our  economy,  and  so  are  we. 

This  is  important  news,  because  with  current  low  interest  rates, 
low  equipment  costs,  low  material  prices  and  a  growing  optimism  about 
the  economy,  a  window  of  opportunity  has  been  opened.  The  time  to 
take  advantage  of  this  situation  is  now. 

As  America's  most  experienced  asset-based  lender,  we  have  a 
long  history  of  helping  companies  get  the  capital  they  need  to  exploit 
such  opportunities.  Last  year,  we  made  loans  and  leases  of  over 
$3  billion.  This  year,  we  plan  to  top  $4  billion.  For  more  information  or  a 
copy  of  our  recent  CIT  Survey,  call  us  at  1-800-545-5440. 


AmIiRICA'S 

Most  Experienced 
Asset- Based 
Lender. 


Delegates  to  Business  Week 's 
third  annual  Future  Of  World 
Telecommunications  forum  will 
have  an  unparalleled  opportunity 
to  meet  with  directors-general 
and  ministers  of  communications 
from  around  the  world,  both 
in  formal  sessions  and  private 
discussions. 

Business  Weel<  is  honored  to  welcome: 

Alfred  Sikes,  Chairman, 
US  Federal  Communications 
Commission 

Sir  I^eon  Brittan,  Vice  President, 
Commission  of  the  European 
Communities 

H.E.  P^ugene  Chien,  Minister 
of  Communications, 
Taiwan 

Hon.  Bradley 
Holmes,  US  Asst. 
Secretary  of  State  for 
Communications  and 
hiformation  Policy 


Presented  in 
association  with: 

DELOITTE  & 
TOUCHE 

dk;ital 

equipment 

corporation 

france  telecom 


MCI  COMMUNICATIONS 
CORPORATION 

MOTOROLA 

NATIONAL  SEMICONDUCTOR 
NCR  CORPORATION 
SVNCORDIA 


The  Future  of  World  Telecommunication 


RECEIVE 

40 


Attendance  is  limited,  so  register  now. 

Call  BiisiiH'ss  Wccl<  [executive 
Programs:  In  US  (SOO)  445-97S6 
or(+l-2l2)  .512-21X4, 
or  lax  (  +  1-2  I  2)  .SI  2-62X1 
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LITTLE  RECOVERY  INSURANCE 


'LET'S  GO 
SHOPPING' 
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^  rowing  optimism  about  the  U.  S.  recovery  is  find- 

Ping  its  way  into  economists'  forecasts.  The  name- 
plate  on  the  April  issue  of  Blue  Chip  Economic 
cators,  a  widely  followed  survey  of  about  50  forc- 
ers, sports  a  bright  green  banner  for  the  first  time  in 
e  than  three  years. 

le  green  logo  means  that  economists  are  bullish 
igh  to  forecast  growth  in  real  gross  domestic  prod- 
of  37f'  or  better  in  the  coming  year.  That's  their 
!Ctation  for  the  third  quarter  of  1992  through  the  end 
993.  Blue  Chip's  "go"  signal  follows  10  months  of 
)w  banners  that  warned  of  anemic  growth  below 
■  and  seven  months  of  recession  red. 

Of  course,  the  economists  got 
burned  last  year  with  a  similar 
forecast  of  a  modest  recovery 
that  never  got  off  the  ground. 
But  this  year,  the  Federal  Re- 
serve seems  determined  to  keep 
that  green  banner  flying. 

In  a  surprise  move  on  Apr.  9, 
the  Fed  trimmed  a  quarter-point 
from  the  federal  funds  rate — 
the  cost  of  funds  borrowed  be- 
tween banks — from  4%  to  3%7f  . 
cut  in  this  key  policy  tool  lowers  a  broad  range  of 
owing  costs.  The  action  appeared  to  be  recovery 
ranee — to  ensure  that  the  upturn  now  unfolding  will 
peter  out,  like  last  year. 

;veral  important  indicators  turned  sour  in  March, 
r  strong  gains  in  earlier  months.  Retail  sales  fell  last 
th.  Car  sales  dipped.  Industrial  production  posted  a 
gain.  The  labor  markets  looked  weak.  And,  of  spe- 
concern  to  the  Fed,  the  money  supply  fell  sharply. 

lY'RE  However,  a  closer  read  of  the  data  re- 
ITJUST  veals  the  classic  makings  of  a  cyclical 
:OWSING  upturn.  With  the  Fed's  help,  consumers 
lYMORE  ^j.g  leading  a  pickup  in  demand,  with  capi- 
pending  set  to  join  the  parade.  Stronger  demand  has 
ink  inventories  and  laid  the  groundwork  for  spring 
s  in  output  and  employment.  Jobs  and  incomes  will 
more  spending  and  keep  the  recovery  going. 
)nsumers  did  take  a  breather  in  March,  with  retail 
3  dipping  0.4%,  but  that  followed  big  gains  in  both 
lary  and  February.  For  the  entire  first  quarter,  real 
il  buying  jumped  at  an  annual  rate  of  11.4%^ — the 
:est  quarterly  advance  in  5V2  years  (chart), 
uto  dealers  were  busy  last  quarter,  posting  a  15.9%- 
Tal  rise  in  receipts.  But  dealers  seem  to  be  moving 


more  trucks  than  cars.  In  March,  U.  S.-made  new  cars 
sold  at  an  annual  rate  of  just  6  million.  And  sales  began 
April  at  only  a  5.8  million  pace.  Lightweight  trucks  and 
minivans  are  taking  up  some  of  the  slack,  though.  Sales 
of  these  vehicles  climbed  to  a  4.1  million  annual  rate  in 
March,  up  from  3.6  million  in  February. 

The  housing  rebound  is  also  heating  up  retail  buying. 
Sales  of  building  materials  and  furniture  have  soared, 
rising  at  respective  annual  rates  of  457^-  and  24.4%'  in  the 
first  quarter.  And  with  mortgage  rates  slipping  below 
9%  once  again,  the  rebound  in  homebuilding  and  buying 
should  pick  up  some  steam  in  the  second  quarter. 

Department  and  clothing  stores  also  did  well  in  the 
first  quarter.  And  both  sectors  could  see  better  sales  in 
April.  A  late  Easter  depressed  retail  buying  in  March, 
but  it  will  boost  spending  this  month. 

(FACTORY  With  shoppers  buying  again,  retail  inven- 
EXECUTIVES  tories  are  getting  leaner.  Total  business 
f^^*-  inventories  were  flat  in  February.  Retail 

BETTER  stock  levels  were  also  unchanged,  but 
they  had  dropped  1%  in  January.  Because  of  stronger 
demand,  the  ratio  of  retail  inventories  to  sales  dropped  in 
February  to  the  lowest  level  in  nearly  four  years  (chart). 

Emptier  warehouse  shelves  brighten  the  outlook  for 
manufacturers.  Industrial  production  eked  out  a  0.27^ 
gain  in  March,  after  rising  0.5%-  in  February.  A  2.1%. 
jump  in  utility  output,  reflecting  cold  weather,  boosted 
production,  but  a  47  drop  in  auto  assemblies  was  a  drag. 
For  the  quarter,  output  fell  at  a  47  annual  rate,  but  a 
rebound  in  retail  ordering  means  factory  output  and  jobs 
in  the  second  quarter  should  look  stronger. 

Dun  &  Bradstreet  Corp.  re- 
ports that  manufacturers'  opti- 
mism about  the  future  im- 
proved in  March  for  the  fourth 
straight  month.  Factory  execu- 
tives are  more  upbeat  about 
new  orders  and  production  over 
the  next  three  months,  although 
they  remain  cautious  on  hiring. 

Companies  are  still  a  bit  wary 
about  capital  spending,  but  out- 
lays tend  to  pick  up  only  after 


RETAILERS  WHITTLE 
DOWN  INVENTORIES 


INVENTORY-SAIES 
RATIO 


JAN.  91 


FEB.  '92 
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the  economy  has  clearly  turned  the  corner.  Businesses 
still  have  a  lot  of  idle  capacity.  The  industrial  operating 
rate  stood  at         in  March,  up  slightly  from  February. 

The  Commerce  Dept.'s  latest  survey,  done  in  the  first 
quarter,  shows  that  businesses  plan  to  increase  outlays 
on  new  plants  and  equipment  by  4.67'  this  year.  That's 
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down  slightly  from  the  5.4%  advance  expected  in  the 
previous  survey  taken  in  October  and  November,  but  the 
increase  will  reverse  last  year's  0.6%  decline. 

For  now,  all  the  1992  gain  is  slated  for  nonmanufac- 
turing  industries.  They  plan  a  7.3%  rise  in  outlays.  Manu- 
facturers are  planning  a  0.4%-  cut  in  their  1992  plant  and 
equipment  spending,  on  top  of  a  4.7%  drop  in  1991.  But  if 
the  recovery  is  on  schedule,  businesses  will  probably 
boost  their  plans  as  the  year  progresses. 

THE  FED  The  Fed  apparently  wants  to  make  dou- 
DISCOUNTS  bly  sure  that  the  recovery  process  stays 
INFLATION  in  gear  this  time.  Because  the  economy 
WORRIES  appeared  to  be  responding  to  past  rate 
cuts,  the  financial  markets  and  most  economists  had 
written  off  any  near-term  easing  of  monetary  policy. 

Moreover,  at  least  one  Fed  official  had  stated  just 
prior  to  the  Apr.  9  move  that  the  full  impact  of  the  big 
half-point  cut  in  the  federal  funds  rate  on  Dec.  20  had 
not  yet  hit  the  economy — not  to  mention  the  Apr.  2  cut 
in  the  reserve  requirement  for  banks. 

Four  factors  appear  to  have 
motivated  the  Fed's  surprise 
move:  The  sharp  slowdown  in 
the  M2  measure  of  the  money 
supply  was  reminiscent  of  last 
year's  weakness,  which  coincid- 
ed with  the  economy's  failed  at- 
tempt to  recover.  The  backup  in 
long-term  interest  rates  threat- 
ened the  housing  recovery.  The 
plunge  in  Japanese  stock  prices 
was  souring  U.  S.  stock  prices. 


MONEY  GROWTH 
TURNS  ANEMIC 
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AND  SMALL  TIME  DEPOSITS 
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And  1992  is  a  Presidential  election  year. 

The  Fed's  chief  concern  undoubtedly  was  the  money 
supply  (chart).  The  broad  M2  measure  fell  $7.1  billion  in 
the  week  ended  Mar.  30,  following  prior  drops  of  $9.3 
billion  and  $4.1  billion.  M2  has  now  fallen  to  the  bottom 


of  the  Fed's  2V2%'-to-6y2%  target  range  for  M2  growth 
Several  technical  factors  influenced  the  money  slow 
down,  including  a  stepped-up  pace  of  closings  of  faile| 
savings  and  loan  associations,  which  temporarily  shrink!'! 
M2.  Most  analysts  expect  M2  to  pick  up  in  cominir;' 
months.  If  it  doesn't,  the  Fed  may  trim  another  quarteis 
point  from  the  federal  funds  rate.  It  could  do  that  witl* 
out  lowering  the  discount  rate,  now  at  3V2%.  A  cut  in  thi; 
discount  rate  would  be  viewed  as  a  major  policy  easing! 

Wall  Street  embraced  the  '  ^ 
Fed's  latest  move,  partly  be- 
cause of  the  bright  inflation 
outlook.  The  large  0.5%  jump  in 
March's  consumer  price  index, 
announced  a  day  after  the  rate 
cut,  caused  consternation  in  the 
credit  markets,  but  it  was  short- 
lived. The  markets  decided, 
rightfully,  that  the  spurt  was  a 
fluke  and  not  indicative  of  infla- 
tion's underlying  trend. 
The  CPI  should  settle  down  in 
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FOOD  &  ENERGY 
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April.  Gas  prices  flal 
tened  out  by  late  March,  and  food  prices  should  eas 
back  down,  after  a  temporary  spike  in  March  vegetabi  I 
prices.  Also,  the  government's  seasonal  adjustmen| 
tends  to  overstate  increases  in  clothing  prices  during  th' 
introduction  of  new  spring  lines. 

Core  inflation,  which  excludes  gyrations  caused  b; 
food  and  energy  prices,  is  trending  downward  for  hot 
consumer  prices  and  producer  prices  (chart).  During  th 
past  year,  the  core  CPI  has  risen  3.9%,  compared  with 
5.3%'  rate  a  year  ago.  And  the  core  PPI  is  up  only  2.47^ 
down  from  3.9%  a  year  ago. 

Low  inflation  will  give  the  Fed  the  leeway  to  eas^ 
policy  again  if  it  so  decides.  But  even  if  the  central  ban 
stands  pat,  its  latest  rate  cut,  coming  so  unexpectedly 
leaves  no  doubt  that  the  Fed  is  giving  the  recovery  th 
green  light. 


THE  WEEK  AHEAD 


FEDERAL  BUDGET 


Tuesday,  Apr.  21,  '2  p.m. 
The  federal  government  will  report  a  $49 
billion  deficit  for  March,  forecast  econo- 
mists surveyed  by  MMS  International,  a 
division  of  McGraw-Hill  Inc.  That  would 
be  a  much  wider  gap  than  the  $41.2  bil- 
lion posted  a  year  ago.  So  far  in  fiscal 
1992,  which  began  Oct.  1,  federal  outlays 
have  risen  by  nearly  8%  compared  with  a 
year  ago,  while  receipts  have  been  flat. 
However,  most  economists  are  scaling 
back  their  1992  deficit  projections,  from 
close  to  $400  billion  to  about  $350  billion. 
That's  still  overwhelmingly  a  record 
high,  and  much  larger  than  the  $268  bil- 
lion of  1991.  Slower  growth  in  spending 
on  the  thrift  bailout  is  one  reason.  A 


smaller  budget  gap  would  cjuell  fears  in 
the  bond  market  of  a  crowding  out  be- 
tween private  and  public  borrowings.  If 
those  worries  are  calmed,  long-term  in- 
terest rates  could  edge  lower. 

UNEMPLOYMENT  CLAIMS  

Thursday,  Apr:  23,  8:30  a.m. 
New  filings  for  state  unemployment  in- 
surance benefits  likely  stood  at  an  annu- 
al rate  of  about  430,000  for  the  week 
ended  Apr.  11,  not  much  different  from 
the  432,000  pace  for  the  week  ended 
Mar.  28.  However,  claims  have  been  edg- 
ing lower  since  January,  when  they  hit  a 
460,000  pace.  If  jobless  claims  drop  even 
lower  than  expected  in  mid-April,  it 
could  indicate  a  better  job  picture  for 
this  month  after  a  paltry  19,000  gain  in 


jobs  in  March.  Improvement  in  emplo> 
ment  is  crucial  for  a  sustained  recovery 

DURABLE  GOODS  ORDERS 


Thursday,  Apr.  23,  8:30  a.  m. 
New  orders  taken  by  durable-goods  pre 
ducers  are  expected  to  climb  by  abou 
1%  in  March,  according  to  the  MMS  sui 
vey.  If  so,  that  would  be  another  turn  ii 
a  zigzag  pattern  for  new  orders  sine 
September.  Orders  fell  a  slight  0.3%  ii 
February  and  stood  no  higher  than  the 
did  five  months  earlier.  The  small  gaii 
in  new  orders  suggests  that  the  backlo} 
of  unfilled  orders  was  nearly  flat  ii 
March.  It  has  fallen  for  six  consecutiv' 
months,  including  a  1%  drop  in  Febru 
ary.  The  backlog  will  have  to  increase 
before  output  will  grow  significantly. 
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WHAT  PRICE  GLORY? 


$12,165*  to  be  exact.  That  is  if  you  believe  Car  and 
DnVer  which  has  put  the  Nissan"  Sentra  SE-R  on  its  Ten 
Best  List  for  two  years  in  a  row.  Or  Sport-Compact  Car 
Magazine  which  listed  the  SE-R  at  the  top  of  its  top  ten. 

This  all  results  from  a  basic  Nissan  philosophy  that  if 
you  start  with  a  good  idea,  you  don't  have  to  throw  a  lot 
of  money  at  it  to  make  it  work;  just  a  lot  of  smarts  and  a 
lot  of  attention.  Which  is  how  the  Sentra  got  to  be  not  only 
one  of  the  world's  great  automobiles,  but  also  one  of  the 
most  affordable.  It  doesn't  get  more  glorious  than  that. 


NISSAN 


BUILT  FOR  THE 
HUMAN  RACE" 


*M  SR  P  excluding  taxes  tick-  license  destiiucion  charges  and  options 
lor  more  infonnation  call  l-80()-NlSSAN-6  Smarr  people  .ilwavs  read  the  line  prim  And  they  always  weai  their  seat  belts 
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WHERE  THE 
JOBS  ARE 

SOME  SECTORS  ARE  POISED  TO  EXPLODE 


Let  there  be  no  mistake:  The  current 
job  outlook  is  bleak.  Titans  such  as 
IBM,  General  Motors,  and  General 
Dynamics  continue  to  slash  jobs.  And 
college  seniors  are  heading  for  big  disap- 
pointments. "Last  year's  graduating 
class  was  not  facing  great  prospects," 
says  Kenneth  Goldstein,  an  economist  at 
the  Conference  Board.  "But  this  class  is 
coming  out  into  a  worse  labor  market." 

But  cheer  up,  harried  job-hunter,  all  is 
not  lost.  The  forces  that  will  produce  the 
new  jobs  of  the  1990s  are  already  in 
place.  Information 
services  will  gener- 
ate new  hiring  as  the 
computer  revolution 
rolls  on.  The  graying 
of  America  will 
mean  strong  job 
growth  in  health 
care  and  leisure  ac- 
tivities. And  a  raft  of 
private  companies 
are  springing  up  to 
take  on  tasks  that 
government  once  did 
itself. 

So  powerful  are 
those  engines  of  job 
creation    that  not 
even  the  recession  could  check  their 
progress.  Over  the  last  year,  companies 
in  sectors  as  diverse  as  software,  skiing, 
hospitals,  and  private  bus  services  have 
added  a  total  of  600,000  jobs,  even  while 
overall  employment  was  sinking. 
NEW  COLLARS.  If  history  is  any  guide, 
that's  a  sign  of  many  more  job  openings 
to  come.  Industries  with  enough  vigor  to 
grow  during  hard  times  typically  ex- 
plode once  the  economy  improves.  Look 
back  at  the  recession  of  1981-'82:  Finan- 
cial, legal,  and  business  services  all  be- 
gan hiring  months  before  that  downturn 
ended.  In  the  end,  they  became  some  of 
the  biggest  job  prcducers  of  the  1980s. 

The  expansion  Oi  the  1980s  was  the 
sort  of  boom  that  comes  along  once  a 
generation.  The  coming  recovery  almost 
certainly  won't  be  nearly  as  strong. 


Moreover,  few  new  jobs  will  be  of  the 
skilled,  well-paid,  blue-collar  variety  that 
is  fast  vanishing  from  the  U.  S.  Nor  will 
some  white-collar  workers,  laid  off  from 
a  bank  or  defense  company,  easily  make 
the  shift  to  the  new  growth  sectors.  But 
the  economy  of  the  1990s  will  produce 
its  share  of  good  jobs.  Here's  where 
you're  likely  to  find  many  of  them: 

■  Information  services.  Software,  data 

processing,  and  computer-services  com- 
panies employ  over  800,000  people,  more 
than  the  auto  makers — and  they're 
growing.  Persona 
computer  software 
sales  will  rise  24/c 
this  year,  estimates 
market  researcher 
International  Data 
Corp.  Microsoft 
Corp.  added  more 
than  3,000  workers 
in  1991.  Cincinnati- 
based  Structural  Dy- 
namics Research 
Corp.,  a  supplier  of 
software  used  to  de- 

Data  networks  wiU  spawn  a  ''f  everything  from 

^  auto  parts  to  satel- 

new  breed  of  company       lites,  last  year  hired 

100  new  program- 
mers, marketers,  and  customer  service 
personnel.  And  CEO  Ronald  J.  Friedsam 
expects  to  add  another  150  employees  to 
the  payroll  in  1992. 

As  people  start  trading  vast  quantities 
of  text  and  video  across  networks,  com- 
panies will  spring  up  to  help  transmit, 
coordinate,  and  sift  through  all  that  in- 
formation, predicts  Jacqueline  C.  Morby, 
a  senior  partner  with  TA  Associates,  a 
venture  capital  firm  in  Boston.  Informa- 
tion providers  will  grow  as  well.  One 
example:  Ohio-based  Mead  Data  Central 
Inc.,  which  publishes  on-line  data  bases, 
added  about  100  workers  in  1991. 

■  Privatization.  Want  to  work  for  the 
commonweal?  Try  the  private  sector. 
"States  will  continue  to  have  fiscal 
stress  for  most  of  the  1990s,"  says  Ste- 
ven Gold,  director  of  the  Center  for  the 


30  BUSINE"' 


A/A 


NGKIND 

\  SERVICES,  More  elderly  people  mean 
'ITALS  AND  rising  demand  for  health 
^(Rmim?  ciare  and  the  workers  who 
WLS  ETC )  P'"°'"^^    Advances  in 
'    '  biotech  and  other 

high-tech  health  sectors 
will  stimulate  whole  new 
industries 


EISUREEiai 

EMENTAND  Aging  baby  boomers  will 
N  SERVICES,  have  more  time  and  money 
!^  uaToc  to  spend  on  leisure.  Ksing 
us  MAKERS  real  income  will  boost 

spending  on  vacations  and 
recreational  sports 

-0.3%  I  TOTAL  NONFARM 
EMPLOYMENT 


W-Vl  ^vw  - 


Study  of  the  States.  At  the  same  time, 
taxpayers  want  better  service.  In  re- 
spon.se,  more  and  more  governments  will 
turn  to  private  companies  to  run  prisons, 
collect  garbage,  and  drive  buses. 

That's  how  San  Diego  expanded  bus 
service  to  outlying  suburbs  without 
draining  scarce  tax  revenues.  Today, 
half  of  all  bus  routes  in  sprawling  San 
Diego  County  are  run  by  private  con- 
tractors. Nationwide, 
while  public  transit 
jobs    declined  by 
2,000  over  the  last 
year,  private  local 
transit  employment 
rose  by  5,000,  the  La- 
bor Dept.  reports. 

Privatization  is 
also  creating  new 
jobs  at  Wackenhut 
Corp.,  the  giant  Flor- 
ida security  compa- 
ny. Wackenhut  man- 
ages nine  prisons  in 

the  u.  s.,  employs  Contractors  run  everything 

parkmg-meter  atten-  .  ° 

dants  in  Anchorage,       from  buses  to  prisons 

and  runs  two  of  the 
nation's  largest  job  training  programs. 
Robert  C.  Kneip,  senior  vice-president 
for  planning  and  development,  expects 
Wackenhut's  government  service  jobs  to 
grow  at  an  annual  rate  of  more  than 
107f  over  the  next  decade,  producing 
openings  for  security  guards,  managers, 
and  vocational-education  teachers, 
among  others. 

■  Leisure.  If  the  quintessential  1980s 
worker  was  a  bank  , 
manager  or  a  retail    —  ^'Z:^.'::^::^ 
clerk,    the  1990s 
counterpart  may  be 
an  amusement  park 
owner  or  an  aerobics 
instructor.  As  baby 
boomers  and  their 
children  grow  older, 
they  will  spend  more 
on  travel  and  leisure 
activities.  Hints  of 
the   trend  already 
show  up  in  consum- 
er-spending patterns. 
Since  the  recession 
started  in  July,  1990, 
total  consumer 
spending,  adjusted  for  inflation,  has  ris- 
en only  1.27f  .  But  outlays  on  toys,  sport- 
ing goods,  and  participant  sports  have 
risen  by  8.17'  . 

The  ski  industry,  for  example,  is  bene- 
fiting from  "a  boomlet  of  baby-boomer 
children,  who  are  going  skiing  and 
bringing  their  parents  back  to  the 
sport,"  says  John  I.  Lay,  president  of 
Colorado  Ski  Country  USA,  which  repre- 


Demographics  bode  well 
for  sporting-goods  sales 


sents  25  areas  in  the  state.  Jobs  in  the 
skiing  industry  are  expected  to  grow  Z% 
to  .57  a  year,  and  some  ski  resorts  could 
even  have  trouble  hiring  all  the  maids 
and  ticket  takers  they  need.  Lay  reports. 

The  same  demographic  changes  are 
also  fueling  growth  at  Discovery  Zone,  a 
Kansas  City-based  company  that  fran- 
chises indoor  playgrounds.  For  a  small 
fee,  children  can  crawl  through  plastic 
piping  and  slide  into 
wading  pools  filled 
with   colorful  balls. 
This  year.  Discovery 
Zone  went  from  121 
sites  to  nearly  200. 
"We  didn't  just  cre- 
ate a  new  business 
here,  we  created  a 
new  industry," 
boasts     Jack  V. 
Gunion,  president 
and  chief  executive 
of  Discovery  Zone. 

And    there  has 
been  no  downturn  in 
toyland.  Ohio-based 
Little    Tikes  Co., 
which   makes  toys 
for  preschoolers,  added  500  people  to  its 
payroll  last  year,  a  257  increase.  It  ex- 
pects a  similar  gain  this  year.  With  sales 
booming  here  and  abroad,  "we  never 
really  felt  the  recession  at  all,"  says 
Gary  S.  Baughman,  head  of  Little  Tikes, 
a  division  of  Rubbermaid  Inc. 
■  Health.  Job-seekers  long  have  looked  to 
health  care  as  one  of  their  most  depend- 
able sources  of  openings.  That's  not  go- 
ing to  change  any 
time  soon,  especially 
as  the  number  of 
people  age  75  and 
over  climbs  sharply 
in  the  1990s.  Even 
attempts  at  cost-cut- 
ting can't  stop  the 
big  health  care  job 
machine.  "Now,  pa- 
tients are  coming  out 
of  the  hospital  quick- 
er and  sicker,"  says 
Charles    H.  Blan- 
chard,      CEO  of 
Caremark  Inc.,  Bax- 
ter International 
Inc.'s  fast-growing 
home  health  care  subsidiary.  That  means 
more  work  for  Caremark,  which  sends 
nurses  and  other  health  care  workers  to 
patients'  homes.  The  company  had  to 
boost  its  nursing  staff  by  407^  last  year, 
and  it  expects  to  keep  hiring  in  1992. 

The  stock  market  can  take  some  credit 
for  furious  hiring  by  biotech  companies. 
Since  early  1991,  more  than  100  compa- 
nies have  raised  about  $5  billion  in  new 
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equity.  That  means  many  hundreds  of 
job  openings,  predicts  Cynthia  Robbins- 
Roth,  editor  of  BioVenfure  View,  an  in- 
dustry newsletter.  Take  CellPro  Inc.,  of 
Bothell,  Wash.,  a  company  in  the  red-hot 
field  of  cellular  and  gene  therapy.  Hav- 
ing raised  $35  million  in  an  initial  public 
offering  last  September,  the  company 
expects  to  add  60  workers  by  yearend, 
more  than  doubling  its  payroll. 


The  new  workers  aren't  just  high-paid, 
PhD-toting  molecular  biologists.  News- 
papers in  such  hotbeds  of  biotech  as  San 
Francisco  and  Boston  run  columns  of 
want  ads  seeking  high  school  or  college 
graduates  who  can  wash  test  tubes  and 
assist  the  scientists.  Says  Robbins-Roth: 
"It's  beginning  to  get  difficult  to  find 
people  at  the  technician  level." 

Those  kinds  of  worries  are  good  news 


for  job-hunters  with  the  right  stuff.  Tlj 
long  dry  period  for  American  workers  [ 
not  over  yet.  But  if  you  know  where  ' 
look,  you  can  see  the  job  opportunitia 
of  the  1990s  already  starting  to  beckoj 
By  Michael  J.  Mandel  in  New  York  ar\ 
David  Greising  in  Chicago,  with  Joan  O'l 
Hamilton  in  San  Francisco,  Gail  DeGeori 
in  Miami,  Sandra  Atchison  in  Denver,  ar| 
bureau  reports 
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THE  PRESIDENCY  I 


POLITICAL  MUDSLINGING  ENTERS 
THE  INFORMATION  AGE 


The  'opposition  research'  nerds  are  booted  up  and  ready 


In  Bill  Clinton's 
Washington  cam- 
paign headquar- 
ters, three  young 
computer  jocks 
known  as  the 
candidate's  "pro- 
peller heads" 
pore  over  PCs  long  into  the  night.  The 
fruits  of  their  labor  appear  in  such 
places  as  Florida,  where  Paul 
Tsongas  had  attacked  Clinton's  co- 
zinesK  with  the  head  of  a  failed 
Arkansas  savings  and  loan.  Within 
hours  Clinton  fired  back,  brandish- 
ing a  10-year-old  letter  from  an 
S&L  trade  group  praising  then-Sen- 
ator Tsongas  for  his  role  in  dereg- 
ulating the  industry.  That  shifted 
the  focus  from  Clinton's  business 
dealings  to  Tsongas'  role  in  the 
savings  and  loan  fiasco. 

Clinton  heads  into  his  fall 
matchup  with  George  Bush  with 
many  disadvantages.  But  the  abili- 
ty to  dig  up  dirt  on  his  opponent 
isn't  one  of  them.  "For  years,  the 


Republicans  have  been  doing  this,"  says 
Paul  Begala,  who  oversees  Clinton's  op- 
position-research effort.  "Finally,  we 
have  nerds  of  our  own." 

Across  town,  David  Tell,  head  of  re- 
search for  the  Bush-Quayle  team,  man- 
ages a  weary  smile.  The  32-year-old 
muckraker  has  spent  a  year  becoming 
an  expert  on  the  Clinton  era  in  Arkan- 
sas. And  while  he  never  discusses  his 


MEET  THE  MUP-IWEISTERS 

PAUL  BEGALA  Clinton's  spin  doctor.  He  and  his  "pro- 
peller heads"  helped  Harris  Wofford  upset  Dick 
Thornburgh  in  Pennsylvania's  1991  Senate  race 

DAN  CAROL  With  a  staff  of  six  and  a  two-year-old  com- 
puter system,  the  Democrats'  research  director  is  trying 
to  catch  up  with  the  GOP 

JOE  RODOTA  The  pioneering  Rodota,  an  aide  in  the 
Reagan  White  House,  started  the  first  private  opposi- 
tion research  firm.  Benchmark  Research  Group 

DAVID  TELL  Director  of  research  for  the  Bush-Quayle 
campaign.  He  may  know  more  about  Clinton's  record  in 
Arkansas  than  Clinton's  own  aides 


work,  he  is  scornful  of  former  Californ 
Governor  Jerry  Brown,  who  missed 
golden  opportunity  to  zing  the  Dem^ 
cratic  front-runner  in  the  New  York  ptptaoiH 
mary.  Clinton  mugged  Brown  in  Gothai 
for  supporting  a  value-added  tax,  bui  , 
Tell  notes,  Clinton  flirted  with  a  similAarcm 
scheme  in  1989 — a  tidbit  easily  uilf,ftpk 
earthed  by  GOP  researchers.  f  . 

BRICKBAT  BATTLE.  Brace  yourself,  Amei 
ca.  With  both  Bush  and  Clinton  stagge 
ing  under  high  negative  ratings,  an 
with  voters  angry  at  all  politicians,  bot 
candidates  will  be  hurling  brickbats  th 
fall.  The  result  will  be  a  campaign  fre 
for-all  that  could  make  the  infamoi 
Willie  Horton  ad  look  like  a  public  se 
vice  announcement. 

For  now,  both  candidates  are  promi 
ing  to  stay  on  the  high  road.  TI 
President  declared  on  Apr.  10  th 
he  wants  his  staff  "to  stay  out  ( 
the  sleaze  business."  Clinton,  f( 
his  part,  insists  that  he  is  only  it 
terested  in  avoiding  a  repeat  ( 
1988,  when  Massachusetts  Gove 
nor  Michael  S.  Dukakis  failed  t 
counter  devastating  Republican  a 
tacks  on  his  prison-furlough  pol 
cies,  his  patriotism,  even  his  mei 
tal  stability 

Don't  believe  it.  "Beneath  th 
affability  of  both  Bush  and  Cli 
ton  are  fierce  campaigners,"  saj 
veteran  Democratic  consultar 
Ted  Van  Dyk.  "It's  bound  to  tur  ^ 
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ly  nasty."  Adds  a  senior  Bush  advis- 
'It  feels  like  World  War  I.  The  ques- 
is,  who'll  use  gas  first?"  Warns 
ala:  "We  haven't  taken  a  no-first-use 
ge." 

he  cloud  of  rumors  and  allegations 
ind  Clinton  has  obscured  his  taste 
the  political  jugular.  In  Florida,  the 
letter,  which  researchers  discovered 
n  archive  at  the  Lowell  (Mass.)  public 
iry,  threw  Tsongas  on  the  defensive 
helped  Clinton  win.  Later,  as  Brown 
rolling,  Clinton  aides  led  reporters  to 
i83  memorandum  by  pollster  Patrick 
dell.  In  it,  a  fictional  "Senator 
th"  mounts  a  Presidential  campaign 
uring  rhetoric  almost  identical  to 
kvn's.  The  implication:  Brown  is  an 
)rtunistic  puppet. 

IIST.  Bush  will  be  a  much  tougher 
:et,  but  Clinton  has  ammunition:  a 
I  base  of  information  about  Bush 
ily  business  dealings,  including  son 
's  role  in  the  failure  of  a  Denver 
Ft  and  brother  Prescott's  ties  to  a 
yo  investment  firm  with  reputed  un- 
vorld  links.  Also  on  the  hit  list:  Bush 
s  who  lobby  lor  big  corporations  or 
ign  interests. 

he  Clinton  campaign  also  has  a  me- 
lous  record  of  every  Bush  flip-flop. 

the  Democrats  are  prepared  to  go 
ear  if  charges  of  Clinton's  womaniz- 
resurface:  They'll  revive  old  rumors 
at  Bush's  involvement  with  a  female 
fer.  The  Clinton  campaign  will  keep 
attack  file  in  a  laptop  computer  on 
campaign  plane  at  all  times, 
he  Democratic  National  Committee 
the  first  time  has  its  own  opposition- 
larch  unit,  headed  by  Dan  Carol,  but 
GOP  is  still  the  undisputed  champion 
his  muddy  field.  The  Republican  Na- 
al  Committee,  together  with  Reagan 
"atives  such  as  Joe  Rodota,  pioneered 
3sition  research  a  decade  ago  and 
twice  the  budget  and  four  times  the 
f  of  the  Democrats.  "I  guarantee 
:  In  the  first  debate.  Bill  Clinton  will 
something  that  isn't  true,  and  in  90 
utes,  [the  correct]  information  will 
n  the  hands  of  two  selected  Republi- 

spokesmen  in  key  media  markets," 
;  Philip  Kawior,  founder  of  the  RNC 
Dsition-research  unit, 
echnology  has  made  opposition  re- 
•ch  easier,  but  some  old  rules  still 
ly.  Foremost  is  the  dictum  that  there 
>t  be  some  truth  behind  every  lethal 
oid.  "If  it's  a  lie,  you  become  the 
e,"  says  Kawior. 

ush  and  Clinton  don't  intend  to  lie, 
they'll  pump  out  skewed  information 

innuendo.  With  two  unpopular  politi- 
is  swimming  in  a  sea  of  voter  rage, 

theme  song  of  the  campaign  won't 
Bush's  1988  anthem,  "Don't  Worry, 
Happy."  For  '92,  it's  sounding  more 

"Nasty  As  They  Wanna  Be." 

By  Douglas  Harbrecht  in  Washington 
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Commentary/by  Howard  Gleckman 

WANT  CAMPAIGN-FINANCE  REFORM? 
JUST  CHECK  THE  BOX 


This  was  supposed  to  be  the  year 
that  voters  finally  forced  Con- 
gress to  fix  the  country's  corrupt 
political  system.  You  know  the  litany: 
Politicians  are  bought  and  sold  by 
"special  interests"  and  aren't  account- 
able to  ordinary  Joes  and  Janes.  It  is 
this  surly  mood  that's  fueling  support 
for  Jerry  Brown  and  H.  Ross  Perot. 

It's  a  fine  whine.  But  voters  are 
passing  up  a  tailor- 
made  chance  for  action. 
Each  Apr.  15  for  the 
past  18  years,  taxpay- 
ers have  had  the  oppor- 
tunity to  reduce  the 
clout  of  special-interest 
money  in  politics.  To  do 
so,  they  need  only  check 
the  box  on  their  income 
tax  return  that  desig- 
nates $1  for  Presiden- 
tial campaign  financing. 

The  money  is  used  to 
match  private  donations 
made  to  primary  campaigns,  to  help 
pay  for  nominating  conventions,  and  to 
fully  fund  the  general  election.  This 
year,  for  instance.  President  Bush  and 
the  Democratic  candidate  each  will  get 
$55  million  for  their  fall  campaigns. 

Maybe  the  best  thing  about  the  "con- 
tribution" is  that  it  comes  from  taxes 
already  owed,  so  checking  "yes" 
doesn't  increase  a  taxpayer's  overall 
bill.  No  matter:  These  days,  a  full  807^ 
of  filers  shun  the  checkoff  (chart).  So, 
while  the  Presidential  campaign  fund 
will  be  able  to  meet  its  obligations  this 
year,  the  Federal  Election  Commission 
figures  it  is  headed  toward  a  $100  mil- 
lion shortfall  in  1996. 
BIG  WINK.  Meantime,  raging  apathy  al- 
lows politicians,  interest  groups, 
unions,  and  business  to  ignore  cam- 
paign-contribution rules  with  a  collec- 
tive big  wink.  Fat  cats  evade  the  regu- 
lations with  gifts  of  "soft  money" — 
contributions  of  manpower,  advertis- 
ing, and  even  cash  laundered  through 
the  political  parties.  The  courts  have 
ordered  the  FEC  to  restrict  such  prac- 


tices. Instead,  as  voters  yawn,  the 
abuses  go  unchecked. 

The  Presidential  checkoff  was  creat- 
ed in  1974,  in  a  post- Watergate  wave  of 
reform.  For  a  while,  the  system 
worked.  Participation  increased  steadi- 
ly until  1981,  when  the  slide  began.  It's 
too  soon  to  tell  how  voters  responded 
this  year,  but  there's  little  reason  for 
optimism. 

That's  partly  because 
both  the  Reagan  and 
Bush  Administrations 
have  stoutly  opposed 
public  financing.  And 
this  year,  the  FEC  spent 
just  $125,000  to  promote 
the  checkoff — barely 
enough  for  one  30-sec- 
ond  prime-time  TV  spot. 

But  two  events — Per- 
ot's possible  Presiden- 
tial candidacy  and  a 
new  Democratic  reform 
bill  that  Congress  will 
soon  pass — make  public  sentiment  on 
the  issue  critically  important.  Perot, 
who  is  worth  at  least  $2.5  billion,  can 
simply  ignore  the  entire  system  of 
funding  regulations  by  bankrolling  his 
own  campaign.  The  result?  A  strange 
race  where  a  billionaire  populist  tries 
to  outspend  an  incumbent  President. 
WASTE  OF  TIME.  While  Perot  threatens 
to  make  a  mockery  out  of  public  fi- 
nancing, Congress  is  finishing  a  bill 
that  would  cap  election  spending  and 
fund  congressional  races.  Democratic 
lawmakers  claim  the  measure  would 
help  clean  up  the  political  system  and 
restore  voter  confidence,  though  they 
haven't  said  where  the  dough  will 
come  from.  Bush,  who  has  taken  $200 
million  in  public  money  during  his  polit 
ical  career,  vows  to  veto  the  bill. 

If  people  keep  ignoring  the  Presiden- 
tial checkoff  system,  legislative  re- 
forms are  just  a  waste  of  time.  Voters 
may  be  mad  as  hell  about  politics  as 
usual,  but  they're  not  angry  enough  to 
make  just  one  pencil  stroke  in  the 
name  of  cleaner  campaigns. 
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BRITAIN! 


JOHN  BULL  IS  FEELING 
A  LITTLE  BULLISH 


Major's  reelection  could  be  the  push  that  gets  recovery  roiling 


Worried  about  the  prospect  of 
sharply  higher  taxes  under  a 
Labor  government,  the  mid- 
dle-class residents  of  gentrified  London 
simply  stopped  buying  or  selling  houses 
in  the  three  weeks  leading  up  to  Brit- 
ain's national  elections.  Then,  on  Apr.  10, 
within  hours  of  the  announcement  of 
Prime  Minister  John  Major's  surprising 
victory,  the  phones  at  Foxtons  Ltd.  real 
estate  offices  began  ringing  off  the 
hook.  "It  was  one  of  the  best  days  we've 
ever  had  in  10  years  of 
business,"  says  Jon  M. 
Hunt,  the  company's 
managing  director. 
"We're  on  our  way  out 
of  the  trough." 

Of  course,  the  tri- 
umph of  Major  and  hi? 
low-tax,  probusiness 
Conservative  Party  isn't 
going  to  solve  reces- 
sion-plagued Britain's 
economic  problems 
overnight.  But  the  pros- 
pect of  a  fourth  term  of 
free-market  conserva- 
tives has  given  both 
businesses  and  consum- 
ers a  badly  needed 
boost  of  confidence.  In- 
deed, Britain's  financial 
markets  were  buoyed 
immediately  by  the  win: 
Stocks  are  up  a  hefty 
since  the  vote,  and 
sterling  has  risen  2.V^r 
against  the  German 
mark. 

Now,  there's  even 
hope  that  the  elections 
could  provide  enough  of 
a  boost  to  jump-start  the  economy.  Al- 
ready, businesses  are  posting  a  trickle  of 
positive  signs — from  a  more  buoyant 
housing  market  to  rising  sales  of  used 
cars.  Industrial  production  already  has 
crept  up  1.1'*  in  February'.  And  Europe's 
largest  paper  company,  Arjo  Wiggins 
Appleton  PLC,  recentl\  -eported  an  up- 
tick  in  orders  of  busines^  ^tationerj-  and 
invoices — one  barometer  u'  ihe  business 
climate.  "The  surge  in  coi  :idence  after 
the  election  will  give  the  recoverv^  an 
important  push,"  says  Stephen  R.  Walls, 
the  company's  chief  executiv  ■. 
The  Conservative  Partv's  \  ':'tor\-  has 


left  many  of  Britain's  top  executives 
clearly  relieved.  "I'm  over  the  moon," 
says  Sir  Allen  J.  G.  Sheppard,  chairman 
of  Grand  Metropolitan  PLC,  the  huge 
food  and  beverage  conglomerate.  And 
companies  such  as  Hanson  PLC,  may  be 
back  on  the  acquisition  trail  now'  that 
Labor's  threat  to  restrict  takeovers 
deemed  potentially  hurtful  to  the  public 
interest  is  by  the  boards. 

For  now.  Labor  seems  trapped  with  a 
shrinking  working-class  constituency. 


despite  Labor  leader  Neil  Kinnock's  ef- 
forts to  broaden  its  base.  Kinnock's  Apr. 
13  announcement  that  he  will  resign 
upon  the  selection  of  a  successor  in  July 
means  that  task  will  fall  to  either  John 
Smith,  a  Scottish  lawyer  who  is  now  the 
favorite,  or  Br\-an  C.  Gould,  a  former 
Oxford  University  don. 
HIS  OWN  MAN.  Whoever  gets  the  top  job 
will  be  left  with  the  task  of  relaxing  the 
grip  of  the  countr\-'s  trade  unions  on  the 
party,  while  convincing  the  country's 
electorate  that  Labor  has  a  solid  eco- 
nomic platform.  Gavin  H.  Laird,  secre- 
tary- general  of  the  powerful  Amalgam- 


ated Engineering  Union,  says  Labor 
loss  came  down  to  this:  "We  were  u; 
able  to  persuade  the  voters  that  we  ha 
economic  competence." 

For  Major,  the  election  is  his  first  ge 
uine  mandate,  and  it  gives  him  a  cham 
to  step  out  of  Margaret  Thatcher's  shal 
ow.  With  a  secure,  if  sharply  reduce] 
majority  of  21  seats  in  the  House 
Commons,  the  Prime  Minister  wall 
able  to  flesh  out  plans  to  create  what 
calls  a  "classless  society-."  He  hopes  th 
higher  standards  and  better  mana] 
ment  will  improve  such  public  sen"ici 
as  education  and  health  care.  But 
won't  have  much  money  to  throw  at  pi 
projects:  Britain  is  headed  toward  a  bu 
get  deficit  this  year  of  $49  billion,  a  staj 
gering  4.57^  of  total  output. 

British  voters  also  have  dealt  Major 
strong  hand  for  future  negotiations 
his  European  colleagues.  His  electi 

 ]  runs  counter  to  rece; 

elections  in  France,  Ge 
many,  and  Italy,  whe: 
disgruntled  vote) 
turned  against  the  n 
ing  parties.  With  mu 
of  Europe  beset  with  j 
ters     about  gra 
schemes  for  econor 
and  monetary  unio 
Major's  go-slow,  pra 
matic  stance  may  gat 
er  wider  support. 
SECOND  JOB.  Brita 
will  hold  the  presidenc 
of  the  European  Cor 
munity  during  the  fin 
six  months  before  tl 
introduction  of  the  si 
gle  market.  Major  like 
will  use  his  tenur 
which  begins  July  1, 
push  hard  for  deregul 
tion  of  airlines  and  tel 
communications  and 
trj'  to  whittle  away 
proposed  sharp 
creases  in  the  EC's  ne: 
five-year  budget,  no 
being  drawTi  up.  Maj 
also  is  expected  to  jo 
with  the  U.  S.  government  on  such  tnu  oitrt 
issues  as  cutting  farm  subsidies. 

But  Major  had  better  not  let  the  eel 
brating  get  out  of  hand.  Along  with  ec 
nomic  woes,  he  must  come  to  terms  wi 
growing  demands  for  Scottish  auton 
my.  What's  more,  the  savage  bombii 
attack  in  the  City  of  London  the  di 
after  Major's  victory-  drove  home  tl 
point  that  the  Irish  Republican  Am 
has  not  gone  away — and  it  remind^ 
London's  business  elite  that  the  islai 
realm  is  a  long  way  from  sohing  all  i 
problems. 

By  Richard  A.  Melcher  iji  Londt 
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WORKPLACE! 


A  CATimUAR  LOT  IN 


lAYBE  CATERPILLAR  CAN  PICK  UP 
FHERE  IT  LEFT  OFF 


its  markets  recover,  victory  couldn't  have  come  at  a  better  time 


t  didn't  take  long  for  the  United 
Auto  Workers  to  crack  after  Cater- 
pillar Inc.  Chief  Executive  Donald  V. 
?s  rolled  out  his  big  gun  on  Apr.  6. 
3S  had  warned  Cat's  13,000  striking 
'kers  that  if  they  didn't  return  to 
•k  on  that  date,  he  would  find  perma- 
,t  replacements  for  them.  Just  eight 
s  later,  union  leaders  agreed  to  send 

strikers  back  on  Cat's  terms  while 

two  sides  keep  bargaining, 
'he  union's  move  is  no  less  than  a 
ir  victory  for  Fites.  If  he  ultimately 
vails  with  his  contract  demands,  as 
if  seems  likely.  Cat  may  not  save 
ch  more  in  wages  and  benefits  than 

profits  it  lost  during  the  six-month 
ke.  But  it  could  steal  a  march  on  its 
lis  by  reaping  large  productivity 
ns  if  Fites  can  avoid  the  tight  job- 
urity  clauses  demanded  by  the  union, 
ile  the  whole  dispute  could  set  back 

company's  six-year  effort  to  set  up 
h-performance  work  teams,  the  UAW 
V  enjoys  precious  little  leverage.  And 
n  before  the  union  sent  its  members 
k  to  work,  Fites  seemed  uncon- 
ned.  "We  just  want  a  contract  that 
I  enable  us  to  be  globally  competi- 
!,"  he  said  on  Apr.  14. 
>  START.  The  UAW,  both  at  Cat  and  in 
:roit,  now  has  plenty  to  worry  about. 

power  to  negotiate  "pattern"  agree- 
nts  within  industries  has  been  wound- 
sharply  by  Cat's  ability  to  sidestep  a 


pattern  deal  based  on  the  one  the  UAW 
struck  last  fall  with  Deere  &  Co.  That 
figures  to  undermine  the  union's  clout 
when  it  sits  down  at  the  bargaining  ta- 
ble with  the  Big  Three  auto  makers, 
whose  labor  pacts  expire  in  1993. 

The  UAW's  retreat  took  many  observ- 
ers by  surprise,  since  the  picketers  for 
the  most  part  had  held  firm  in  their  re- 
solve to  stay  out.  The  company  says 
about  1,000  workers  had  crossed  the 
picket  line  by  Apr.  14.  The  union  puts 
the  figure  at  less  than  650.  But  union 
leaders  gradually  came  to  believe  that 
they  had  miscalculated  Fites's  resolve  to 
hire  and  train  permanent  replacements. 
"It  was  either  go  back  to  work  or  lose 
our  jobs,"  says  UAW  Local  751  official 
Ronald  W.  Holliday.  The  UAW  also  was 
worried  about  a  possible  stampede  by 
strikers  once  replacements  arrived. 

Fites  probably  can  use  the  momentum 
to  get  his  way  in  the  negotiations,  which 
are  due  to  resume  the  week  of  Apr.  20 
before  a  federal  mediator.  But  any  new 


The  UAW's  Bieber  asserts 
that  comparing  Cat  to  an  auto 
maker  is  like  'comparing 
apples  to  russet  potatoes' 


contract  may  not  generate  much  in  the 
way  of  net  savings  for  the  company.  To 
match  the  Deere  deal,  says  Fites,  Cat 
would  have  had  to  increase  its  average 
wage  by  2&/r,  to  $53,000  over  three 
years.  By  contrast,  the  package  he 
wants  would  limit  the  increase  to  137' ,  or 
$47,250.  Frank  Prezelski,  an  industry  an- 
alyst at  Rothschild  Inc.,  estimates  the 
reduced  raises  could  save  up  to  $150  mil- 
lion over  the  life  of  a  new  contract.  Fites 
believes  that  will  allow  the  company  to 
narrow  the  257f  wage  advantage  he  says 
Japan's  Komatsu  enjoys  over  Cat.  The 
UAW  says  that  gap  is  only  6%.  In  any 
case,  analysts  think,  Cat  likely  lost 
about  $100  million  in  the  first  quarter, 
largely  because  of  the  walkout. 

Cat  may  save  more  by  cutting  jobs. 
Deere's  contract  guarantees  the  current 
level  of  jobs  at  the  company.  Cat's  pro- 
posal would  guarantee  only  that  each 
UAW  worker  would  keep  his  or  her  own 
job.  Fites  could  scale  down  Cat's  16,500 
UAW  payroll  by  not  replacing  current 
workers  when  they  leave.  Over  the  next 
six  years.  Cat  will  be  able  to  reduce  its 
work  force  sharply  as  more  than  607  of 
its  UAW  contingent  becomes  eligible  for 
retirement.  It  may  hasten  the  process  by 
not  recalling  up  to  15'A  of  the  strikers. 
LITTLE  TIME.  For  Fites — and  for  Cat's 
dealers — the  victory  couldn't  have  come 
at  a  better  time.  Dealer  inventories  were 
getting  as  low  as  one  month  on  some 
items,  and  factories,  staffed  by  manag- 
ers and  office  workers,  were  struggling 
to  keep  up  with  orders.  Now,  just  as 
construction  markets  begin  to  recover, 
Fites  will  have  his  first  team  back  to 
staff  his  technologically  advanced  as- 
sembly lines.  But  while  Cat  won't  have 
to  shoulder  the  cost  of  training  thou- 
sands of  replacements,  it  may  have  to 
worry  about  what  kind  of  quality  a  dis- 
gruntled work  force  will  produce. 

Meanwhile,  the  UAW  doesn't  have 
much  time  to  regroup.  Having  staged 
the  Cat  strike  partly  to  protect  the  prin- 
ciple of  pattern  bargaining,  it  must  now 
prepare  for  next  year's  auto  negotia- 
tions. Auto  executives  aren't  talking,  but 
UAW  President  Owen  Bieber  asserts  that 
the  Big  Three  won't  try  to  emulate  Cat's 
replacement  threat.  Comparing  Cat  to 
an  auto  maker,  he  says,  is  like  "compar- 
ing apples  to  russet  potatoes."  Still,  ob- 
servers such  as  Wharton  Business 
School  management  professor  Peter 
Cappelli  think  that  the  carmakers  now 
"will  get  tougher  in  negotiations." 

Fites  still  has  difficult  bargaining 
ahead.  But  he  is  likely  to  get  his  way  in 
the  end.  The  news  cheered  Wall  Street 
enough  to  bid  up  Cat's  stock  nearly  107  . 
No  doubt,  the  strike  hurt  Cat.  But  now 
the  company  stands  ready  to  do  some 
damage  to  its  competitors. 

Bi/  Kevin  Kelly  in  Chicago,  with  James 
B.  Treece  in  Detroit 
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SOFTWARE! 


IT  LOOKS  AND  FEELS 
AS  IF  APPLE  LOST 


Its  copyright  suit  against  Microsoft  and  HP  may  be  all  but  over 


Four  months  ago,  Microsoft  Corp. 
executives  could  barely  bring  them- 
selves even  to  discuss  losing  the 
pending  $5.5  billion  software  copyright- 
infringement  suit  filed  against  the  soft- 
ware giant  by  Apple  Computer  Inc.  "I'll 
move  to  Canada  if  the  judge  decides"  in 
Apple's  favor,  Microsoft  Executive  Vice- 
President  Steve  A.  Ballmer  vowed. 

Well,  Ballmer  isn't  packing  his  bags. 
In  a  surprise  ruling  on  Apr.  14,  Apple's 
four-year-old  suit  took  a  sud- 
den, near-fatal  turn.  U.  S.  Dis- 
trict Judge  Vaughn  R.  Walker 
issued  an  oral  ruling  dismiss- 
ing the  bulk  of  Apple's  claim 
that  the  "look  and  feel"  of 
its  Macintosh  software  was 
illegally  duplicated  in  Micro- 
soft's popular  Windows  and 
in  Hewlett-Packard  Co.'s 
NewWave. 

The  ruling  took  all  of  four 
minutes,  but  it'll  reverberate 
around  Apple  much  longer. 
Apple  says  it  will  ask  Walker 
to  reconsider.  But  others  fig- 
ure the  Silicon  Valley  comput- 
er maker  now  has  little 
chance  of  prevailing  in  its 
long  and  costly  case.  Crows 
Neil  Boorstyn,  an  attorney 
representing  HP:  "We're  with- 
in an  inch  of  total  victory." 
Says  Microsoft  counsel  Wil- 
liam Neukom:  "It  was  a  sub- 
stantial step  forward  for  us." 
Wall  Street  agreed.  The  day 
after  Walker's  ruling,  Micro- 
soft shares  surged  1178,  to 
riSys.  The  computer  makers' 
investors  didn't  freak  out  at 
the  news:  Apple's  shares 
closed  at  60 'A,  up  1%,  and 
Hewlett-Packard's  ended  the 
session  at  82%,  a  rise  of  2V2. 
SHARP  LIMITS.  The  bullish  re- 
action may  signal  relief  that 
the  dispute  is  close  to  being 
settled  for  good — and  that  the 
ii;(histry  finally  has  a  ruling 
on  one  of  its  mo  '  divisive 
([uestions.  Over  the  past  10 
years,  the  courts  ha\  devel- 
oped a  substantial  I  ly  of 
case  law  tliat  delineatt  .  how 
far  software  developei  can 
go  in  proi.ectin  ■■  their  i  \'en- 


tions  (table).  Still  needed  was  a  major 
ruling  on  how  much  of  a  program's 
"look  and  feel,"  or  appearance,  is  pro- 
tected by  copyright  law. 

Judge  Walker's  Apr.  14  opinion  sig- 
naled that  such  copyright  protection  will 
be  sharply  limited.  That  could  be  good 
news  for  consumers.  "This  is  critical  to 
users  because  you  don't  want  one  sole 
vendor  to  be  the  gatekeeper  of  basic 
technology,"  says  David  Readerman,  a 


MICROSOFT'S  WILLIAM  GATES  VS.  APPLE'S  JOHN  SCULLEY:  THE 
ISSUE  OF  A  PROGRAM'S  APPEARANCE  MAY  SOON  BE  SETTLED 

HOW  SOFTWARE 
COPYRIGHT  LAW  IS  DEVELOPING 

Key  legal  precedents: 

ATARI  VS.  PHILIPS  CONSUMER  ELECTRONICS  (1982)  Software 
makers  cannot  copy  the  graphic  icons  of  a  program  or  game 

APPLE  VS.  FRANKLIN  (1983)  Software  developers  may  write 
compatible  programs,  but  not  by  copying  the  original  line-for-line 

WHELAN  VS.  JASLOW  (1984)  Even  if  it's  not  cloned  line-by-line, 
the  basic  structure  of  a  computer  program  cannot  be  copied 

DIGITAL  COMMUNICATIONS  VS.  SOFTKLONE  (1 987)  A  separate 
copyright  is  needed  to  sue  for  infringement  of  software's  appear- 
ance. In  1 988,  the  copyright  office  disagreed 

LOTUS  VS.  PAPERBACK  (1990)  Software  makers  can't  clone 
screen  layouts,  menu  structures,  or  command  organization 

FEIST  VS.  RURAL  ( 1 99 1 )  The  amount  of  labor  and  money  used  to 
compile  data  doesn't  prove  originality,  the  Supreme  Court  ruled 

APPLE  VS.  MICROSOFT  AND  HEWLETT-PACKARD  ( 1 992)  Copy 
right  protection  can't  be  based  on  "look  and  feel,"  but  must  spec- 
ify what  elements  ore  protected 


Shearson  Lehman  Brothers  Inc.  analysi] 
The  ruling,  of  course,  doesn't  mea 
that  developers  can't  defend  their  tecl| 
nology.  But  to  do  so,  they'll  have  t 
painstakingly  detail  what  makes  ever 
feature  of  their  program  original.  "Th 
judge  is  saying  that  you'd  better  be  spt 
cific,"  says  Michael  A.  Epstein,  a  lawye 
specializing  in  intellectual  property  a 
Weil,  Gotshal  &  Manges.  "You  can't  jus 
argue  the  general  gestalt." 
'NARROWED.'  Apple  isn't  crying  unci 
yet,  and  Walker  has  scheduled  two  add 
tional  hearings.  On  May  12,  the  judge 
set  to  consider  whether  there  are  oth 
"substantial  similarities"  between  A 
pie's  software  and  the  programs  markei 
ed  by  Microsoft  and  HP.  And  a  June 
hearing  will  determine  whether  any  o 
the  parties  should  receive  damages.  Aj 
pie's  general  counsel,  Edward  B.  Steac 
says  he  remains  hopeful  th 
dispute  will  take  a  turn  in  hi 
client's  favor,  but  he  concede 
the  case  has  been  "substar 
tially  narrowed." 

In  its  original  suit,  AppI 
claimed  that  nearly  200  fe; 
tures  of  its  Macintosh  sofi 
ware  had  been  infringed  b; 
HI'  and  Microsoft.  As  the  cas 
took  its  long  and  windin 
course,  all  but  a  handful  c 
the  disputed  features  wer 
tossed  out.  Walker's  lates 
ruling  dispensed  with  Apple 
claim  that  "overlapping  wir 
dows,"  small  windows  of  ir 
formation  that  appear  on 
computer  screen  to  rest  ato 
one  another,  infringed  on  it 
technology.  They're  crucial  t 
development  of  new  genen 
tions  of  software. 

Now  left  to  decide  are  2 
questions,  including  whethe 
Microsoft  infringed  on  Appl 
technology  in  its  display  o 
type  and  in  the  colors  it  chos 
for  its  Windows  software.  Aj 
pie's  argument  with  HP 
even  more  narrow:  Walke 
will  have  to  rule  whether  H 
can  use  a  trash-can  icon  as 
way  to  delete  computer  filet 
an  image  Apple  pioneered. 

Because  so  little  remains  i 
dispute,  attorneys  for  Mien 
soft  and  HP  say  it  will  be  a 
most  impossible  for  Apple  t 
revive  its  case.  That  mean 
that  Silicon  Valley's  best  an 
brightest  can  finally  get  oii 
of  the  courtroom  and  back  t 
the  development  labs. 
Bt/  Kathi)  Rebello  in  San  Fray 
CISCO,  icitb  Miclicle  Galen  an 
Evan  I.  Schwart:  ni  New  Yorh 
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There  are  three  standards 
for  measuring  banks: 
Moody's,  S&P  s  and  our  clients! 


Today  a  bank's  credit  rating  is  an  especially 
important  performance  standard. 

So  it  is  noteworthy  that  Union  Bank  ot 
Switzerland  stands  among  only  a  handful  of 
banks  rated  Triple-A. 

But  our  clients  have  come  to  expect  more 
of  UBS  than  the  highest  rating  major  credit 
agencies  assign. 

It  is  these  expectations  that  have  led  us  to 
conduct  business  on  the  basis  of  long-term 
relationships.  Apply  sound  credit  judgment  in 


innovative  ways.  And  deploy  our  resources 

and  assets  to  accomplish  meaningful  obiectives 
for  corporations,  institutions  and  individuals, 
worldwide. 

Union  Bank  of  Switzerland.  OneTriple-A 
rated  bank  committed  to  standards  in  com- 
mercial banking,  investment  banking  and  asset 
management  that  measure  up  to  the  needs  of 
the  most  important  group  of  all.  Our  clients. 


Union  Bank 
of  Switzerland 


Union  Bank  of  Switzerland,  299  Park  Avenue,  New  York,  NY  10171 

Offices  In  North  America;  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 


SEMICONDUCTORS! 


SAY  WHAT, 
MR.  RODGERS? 


Cypress'  slump  may  keep  its 
outspoken  CEO  quiet  a  while 


Cypress  Semiconductor  Corp.  Chair- 
man T.  J.  Rodgers  lias  always  fan- 
cied liimseif  a  spokesman  for  free 
enterprise  in  Silicon  Valley.  He  led  the 
charge  against  calls  for  the  U.  S.  gov- 
ernment to  prop  uj)  chip  companies.  He 
railed  against  the  Sematech  semiconduc- 
tor research  group,  and  his  congressio- 
nal testimony  in  1989  helped  kill  U.  S. 
Memories,  a  proposed  consortium  of 
high-tech  giants  seeking  antitrust  ex- 
emption in  the  memory-chip  business. 

With  sales  of  $287  million,  Cypress  is 
a  pip-squeak.  But  Rodgers  was  taken 
seriously  because  his  company  was  so 
successful.  When  Cypress  went  public  in 
1986,  sales  were  just  $17  million,  and 
profits  were  nonexistent.  By  the  time 
Rodgers  went  to  Washington,  earnings 
were  growing  by  'S37'  a  year.  By  1991, 
the  stock  had  reached  a  high  of  23%. 

Now,  even  as  the  market  for  chips  is 
on  the  verge  of  a  cyclical  recovery,  Cy- 
press has  hit  hard  times.  On  Apr.  13,  it 
reported  that  first-quarter  profits,  at 
$3.9  million,  were  57'/  below  the  year- 
ago  quarter.  That  news  followed  a 
plunge  in  fourth-quarter  profits  of  287'. 
These  days.  Cypress'  shares  trade 
around  10. 

Wall  Street  analysts,  surprised  twice 
by  bad  news,  are  pulling  their  "buy" 
recommendations  and  halving  their  full- 
year  1992  forecasts  to  about  50$  a  share 
(chart).  "Maybe  I'm  overkilling  it,  but 
I've  been  a  little  optimistic  too  long," 
says  Hambrecht  &  Quist  Inc.  analyst 
Mel  Phelps. 

MUCKING  ABOUT.  As  might  be  expected, 
some  of  liodgers'  foes  are  gloating 
about  his  bad  news.  "I  sure  wouldn't 
want  to  kick  a  man  when  he's  down," 
says  a  Sematech  spokesman,  his  sincer- 
ity measured  by  the  volume  of  his  laugh- 
ter. Rodgers  now  needs  to  engineer  a 
quick  turnaround — partly  for  his  own 
reputation.  "If  we  mire  down  in  the 
muck  where  we  are,  it  will  erode  my 
ability  to  speak  out  about  the  industry," 
notes. 

^-etting  out  of  the  muck  might  be  a  bit 
of  .'  problem.  The  company  receives 
abi,i'i  \57'  of  its  revenue  as  a  major 
suppher  of  "Sparc"  processing  chips  for 
Sun  Microsystems  Inc.  workstations. 
H\-i  Sun  this  year  h.  s  been  aggressively 
tnrniiii?ig  inventories,  and  it  has  cut  its 


orders  to  Cypress  by  as  much  as  40'/. 

To  keep  revenues  up  for  the  quarter, 
Rodgers  pumped  out  more  high-speed 
"SRAM"  memory  chips.  Cypress'  original 
product,  through  its  factories  instead. 
But  margins  are  thinner  than  thin  on 
those  chips.  That  cut  badly  into  the 
quarter's  profits. 

Rodgers,  44,  is 
known  for  except'ion- 
al  management  skills 
and  pithy  inspiration- 
al mantras.  One 
management  motto: 
"Be  realistic — de- 
mand the  impossi- 
ble." But  he  blames 
a  big  chunk  of  the 
fourth-quarter  short- 
fall on  a  mundane 
bottleneck  in  the 
company's  chip-test- 
ing area  that  left 
chips  trapped  in  stor- 
age bins.  "That  was 
clearly  my  fault," 
Rodgers  admits. 
GIANTS  KILLER.  Now, 

it  looks  as  if  Cypress 
can't  return  to  its  former  health  until 
fall,  Rodgers  says.  It  will  take  that  long 
to  make  the  transition  to  higher-margin, 
bigger-memory  chips.  Later  this  year,  a 
new  version  of  the  Sparc  processor, 
called  Pinnacle,  is  due.  Designed  to  be 
used  in  a  line  of  upcoming  Sun 
workstations,  Sun  hasn't  committed  to 


CYPRESS  IS  DASHING 
WALL  STREET'S  HOPES 

EARNINGS: 

■  FIRST  QUARTER  ■  SECOND  QUARTER      THIRD  QUARTER 

■  FOURTH  QUARTER  .i:.  FULL  YEAR 

1991 

CONSENSUS  ESTIMATE 

AOUAL 

1992 

CONSENSUS  ESTIMATE 

AaUAL 

■ 

0            0.25            0  50          075  1,00 

►  DOLLARS  PER  SHARE 

DATA:  COMPANY  REPORTS.  ZACKS  INVESTMENT  RESEARCH 

Pinnacle  and  may  instead  use  Texas  Ii 
struments  Inc.  chips.  Asked  how  Sun 
decisions  will  affect  Cypress'  bottom  lin 
this  year,  Rodgers  shakes  his  hand  an 
throws  a  pair  of  imaginary  dice  acros 
the  table. 

In  the  face  of  uncertainty,  Rodgers 
reemphasizing  cos 
control  at  a  compan 
already  running  a 
lean  as  Sparta.  S 
far,  he  has  impose 
a  hiring  freeze  an 
capped  salaries.  Bi 
Rodgers  insists  h 
won't  shirk  on  th 
25%  of  sales  Cypres 
spends  on  researc 
and  development. 

Meanwhile,  Roc 
gers  will  keep  speal 
ing  out.  He  can 
help  himself.  He 
pushing  his  versio 
of  a  capital-gains  ta 
cut:  heavy  taxes  fo 
short-term  equit 
holders,  no  taxes 
all  for  long-term  ii 
vestors.  And  he's  protesting  a  plan  t 
raise  taxes  to  move  the  San  Francisc 
Giants  to  San  Jose,  Cypress'  hometowi 
But  until  Cypress  gets  its  act  togethei 
you  probably  won't  hear  Rodgers  bac 
mouthing  the  chip  industry  establisi 
ment.  Not  much,  anyway. 

By  Russell  Mitchell  in  San  Jose,  Cali^ 


DEALS I 


A  QUICK  PICKER-UPPER 
FOR  DR  PEPPER 


I 


The  $600  million  IPO  ought  to  ease  its  cash  bind  and  revive  marketing 


efore  Dr  Pepper  and  7-Up  joined 
forces  five  years  ago,  they  were 
bit  players  in  an  industry  domi- 
nated by  Coca-Cola  Co.  and  PepsiCo.  But 
together,  the  merged  companies  are  the 
No.  3  soft-drink  outfit  in  the  U.  S.  Now, 
if  Dr  Pepper/Seven-Up  Cos.  can  succeed 
with  an  initial  public  offering,  its  bigger 
rivals  might  even  be  de- 
flected a  bit  from  their 
head-to-head  combat. 

The  planned  late-April 
offering  of  50  million 
shares,  co-managed  by 
First  Boston,  Paine- 
Webber,  and  bt  Securi- 
ties, could  raise  $600  mil- 
lion or  so,  good  for  a  30'/' 
stake.  That  would  ease 
worries  about  the  Dallas 


■  PPII  27,  1  '2 


HOT  PEPPER 

COLD  7-UP 
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'88  89  '90  '91 
▲  PERCENT 
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company's  finances,  with  cash  left  ov( 
to  crank  up  its  marketing. 

Will  the  market  make  Dr  Pepper  fe< 
welcome?  Wall  Street  doesn't  seem  t 
have  the  appetite  for  IPcJs  it  did  a  coup' 
of  months  ago.  But  the  company's  in 
proving  results  could  grab  investors'  a 
tention.  Although  Dr  Pepper  last  yea 
posted  a  net  loss  of  $37. 
million,  as  a  result  c 
a  debt  restructurin 
charge,  operating  profit 
rose  12'/  ,  to  $138  millioi 
on  sales  of  $601  millioi 
Salomon  Brothers  In 
analyst  Edward  Mall 
figures  sales  will  to 
$650  million  this  year. 

Those  numbers,  howe^ 
er,  mask  the  diverger 


MARKET  SHARE 

BASED  ON  UNIT  VALUE 


'92 

EST. 


The  Buick  Regal  Gran  Sport. 

A  car  as  rewarding  on  pavement 
as  it  is  on  paper. 


Buick  Regal  Gran  Sport 

Lexus  ES  300 

Engine 

3.8-litre  V6 

3.0-litre  V6 

Transmission 

4-speed  automatic  (std) 

4-speed  automatic  (std) 

Touring  Suspension 

4-wheel  independent 

4-wheel  independent 

Bral<es 

Anti-lock  disc 

Anti-lock  disc 

Wheels 

16"  aluminum  alloy 

15"  aluminum  alloy 

EPA  Est.  MPG 

18  city/28  hwy 

17  city/23  hwy 

M.S.R.P.*             $21,240  $26,150 

■  Manufacturer's  suggested  relai!  price  including  dealer  prep  Destination  charge,  tax,  license  and  options  additional  Levels  of  equipment  vary 
©1992  GM  Corp,  All  rights  reserved  Regal  is  a  registered  trademark  of  GM  Corp  Buckle  up,  America' 

GM 

To  see  the  engineering  advantages  of 
a  Regal  Gran  Sport,  take  it  for  a  test 
drive.  To  see  its  financial  advantage, 
just  compare  Regal  to  the  competition. 


Obviously,  when  it  comes  to  giving  you 
value.  Regal  Gran  Sport  is  a  very  good 
sport.  For  more  information  on  Regal, 

please  call  1-800-423-6787. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


It 


fortunes  of  Dr  Pepper  and  7-Up,  the  two 
flagship  products.  The  company's  sales 
gains  last  year  came  tnostly  from  Dr 
Pepper  and  from  reformulated  and  re- 
packaged Diet  Dr  Pepper.  The  diet  so- 
da's volume  soared  1207^,  to  a  0.97  share 
of  the  market. 

Such  impressive  strides  will  be  harder 
to  come  by  this  year.  Coca-Cola's  Mr. 
Pibb,  which  has  a  tiny  0.27  share  of  the 
soda  market,  is  aiming  straight  at  Diet 
Dr  Pepper  with  its  Diet  Mr.  Pibb,  which 
has  also  been  newly  reformulated  and 
repackaged. 

The  7-Up  unit  hasn't  matched  the 
gains  at  Dr  Pepper.  Sales  of  7-Up  prod- 
ucts dropped  47  last  year.  Part  of  the 
problem   has   been   management.  For 


more  than  a  year,  7-Up  was  without  a 
chief  operating  officer — until  25-year  in- 
dustry veteran  Francis  I.  Mullin  III,  a 
former  Cadbury  Schweppes  executive, 
came  aboard  last  April.  His  biggest  chal- 
lenge: countering  Coca-Cola,  whose 
Sprite,  back  in  1986,  took  away  7-Up's 
longtime  position  as  the  leading  lemon- 
lime  soft  drink. 

'UNCOLA.'  A  successful  IPO  could  put  the 
fizz  back  in  7-Up.  A  recapitalized  Dr 
Pepper  could  cut  annual  interest  pay- 
ments by  more  than  607,  from  last 
year's  staggering  $148  million,  figures 
Jay  Van  Ert,  a  portfolio  manager  at  T. 
Rowe  Price  Associates  Inc.  in  Baltimore. 
The  freed-up  cash  is  likely  to  go  straight 
into  marketing. 


The  Ijiggest  new  marketing  initiativ 
actually  is  an  old  one:  7-Up  is  staging 
revival  of  its  "Uncola"  campaign,  a  hug| 
success  in  the  1970s.  It  plans  to  spen 
$30  million  on  the  effort  this  year.  AnI 
on  Apr.  1,  the  company  unveiled  a  ne 
Diet  7-Up. 

Already,  7-Up  is  regaining  momenta 
■Shipment  volume  rose  8?^  in  the  fin 
quarter.  Says  Jesse  Meyers,  publisher 
Beverage  Digest:  "7-Up  is  stabilizin 
now  and  should  have  no  problem  shorin 
up  whatever  weaknesses  it  still  has." 
he's  right,  Dr  Pepper/Seven-Up  ma| 
soon  be  enough  to  make  even  Coke  an 
Pepsi  burp. 

By  Stephanie  Anderson  Forest  in  Dalla. 
witli  Walecia  Konrad  in  Atlanta 


AIRLINES  I 


SURE,  THEY'RE 
SIMPLER,  BUT... 


Under  air  carriers'  new  rate 
structures,  many  fares  will  rise 


American's  AAnytime  fares. 
United's  Fair  Fares.  TW.\'s 
Friendlier  Fares.  Whatever  the 
airlines  call  them,  their  slimmed-down 
fare  structures  share  a  common  prom- 
ise: simplicity  and  substantial  savings. 

But  before  you  succumb  to  the  hype 
and  rush  out  to  buy  a  vacation  ticket  to 
your  own  private  Idaho,  remember  that 
the  biggest  fare  cuts  are  for  the  wingtip 
crowd  buying  full-fare  tickets.  For  the 
sneaker  set  headed  for  Aunt  Maude's  in 
Moline,  simple  does  not  always  translate 
into  savings.  "The  whole  idea  of  fare 
simplicity  has  been  oversold,"  says  Ed 
Perkins,  editor  of  Consumer  Reports 
Travel  Letter.  "Complexity  has  been 
good  for  consumers  because  it  brought 
them  a  range  of  discount  options  that 
only  a  complex  system  can  offer." 
BIG  lURE.  Indeed,  while  American  Air- 
lines Inc.  is  dropping  full  fares  by  387, 
many  of  its  cheapest  leisure  fares  will 
rise  slightly — some,  substantially  (table). 
One  reason  is  that  American  is  eliminat- 
ing superlow  "sale"  fares  in  markets 
such  as  Columbus,  Ohio,  as  it  seeks  to 
charge  comparable  rateA  for  trips  of 
comparable  distance.  And  with  Ameri- 
can's new  fare  structure,  the  old  30-day 
advance-purchase  fare  disappears.  Now, 
the  best  fare  will  be  a  21-day  ticket 
i  l!i;:t's  more  flexible,  but  sometimes  more 
expc  'isive.  The  21-day  fares  are  roughly 
half  the  new  full-coach  prices,  while  a  7- 
day  advance  ticket  goes  for  about  $20  to 
$60  more  than  that.  Both  recjuire  Satur- 
day stayovcrs. 
The  l)ig^H'.-^t  lure  of  the  new  setup  for 


AN  AMERICAN  TICKET  COUNTER  IN  NEW  YORK:  GONE  ARE  DISCOUNTS  FOR  CHILDREN  AND 


leisure  travelers  may  be  American's  new 
rule  allowing  changes  to  nonrefundable 
tickets  for  a  $25  fee.  The  fee  is  payable 
if  you  want  to  change  your  travel  dates 
or  scrap  the  trip  entirely  and  apply  the 
value  of  your  ticket  toward  a  different 
itinerary.  There's  no  fee,  though,  if  you 
wish  to  fly  standby  for  a  different  flight 
on  the  same  day  as  your  ticketed  flight. 

Most  of  the  major  carriers  have  em- 
braced American's  general  fare  plan. 
But  since  the  industry's  small  fry  are 
continually  dreaming  up  deals  to  under- 
cut the  Big  Three,  it's  still  wise  to  shop 
around.  Ailing  Trans  World  Airlines  Inc. 
is  matching  the  major  carriers'  cheapest 
21-day  fares  with  its  own  that  require 


only  a  14-day  advance  purchase.  Amer 
ca  West  Airlines  Inc.  undercuts  the  mfj 
jors'  discount  fares  on  transcontinent; 
trips  and  those  to  Hawaii.  And  Soutl 
west  Airlines  Co.,  which  provides  m 
frills  service  at  rock-bottom  prices  i 
about  a  quarter  of  the  country,  is  offeij^ 
ing  a  kids-fly-free  program  this  summe 
SPECIAL  DEALS.  Unfortunately,  some  o 


THESE  ARE  PRICE  CUTS? 


American's  lowest  round-trip  fares 
as  of  Apr.  10,  1992* 

Old  fare  New  fare 

NEW  YORK  TO  LOS  ANGELES 

$398 

$460 

WASHINGTON  TO  COLUMBUS 

120 

190 

CHICAGO  TO  PHOENIX 

328 

370 

NEWARK  TO  KANSAS  CITY 

338 

340 

CHICAGO  TO  ORLANDO 

298 

290 

the  deals  so  close  to  the  hearts  of  nor 
business  travelers  are  biting  the  dus 
American  has  scrapped  special  discount 
for  children,  senior  citizens,  the  militarj 
and  bereaved  families.  "With  the  lowe 
fares  and  the  ability  to  reuse  a  ticke 
after  paying  the  $25  fee,  there  wasn't 
need  for  those  fares  anymore,"  says  a 
American  spokesman 

Maybe  not.  But  for  those  willing  to  d 
a  little  spadework,  there  will  always  b 
special  deals.  Tom  Parsons,  publisher  c  ^jj^.i 


sJto 


*Vorytng  tare  requirements  are  sometimes  not 
comparable  under  old  and  new  fare  plans 

DATA  EAA5Y  SABRE  RESERVATIONS  SYSTEM 


Best  Fares  magazine,  notes  that  cor 
sumers  who  join  Pace  Membershi 
Warehouse's  travel  club  get  two  trav(  'Pf 
certificates,  worth  up  to  $65  each,  t( 
ward  flights  on  American.  Videotapes  o  :cf( 
Home  Alone  allow  consumers  to  pui  .^^^^ 
chase  certificates  from  American,  wort 
up  to  $50  each.  Keep  your  eyes  peelec 
and  you'll  have  no  excuse  not  to  visi 
Aunt  Maude. 

By  James  E.  Ellis  in  Chicag 
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WISE 


^oiffl^  5054TMZ 


"I  hear  yoii  made  a  hivakthrough  ni  ihc  lab! 


"  l  hill's  right.  No  one's  published  on  it  yet'.' 


50S4  TMZ 


5054  TMZ 


50S4  TMZ 


Tific!  You'll  be  the  tirst!' 


"Looks  that  way.  I  even  checked  patents'. 


5054  TMZ 


5054  TMZ 


5054  TMZ 


5054  TMZ 


5054  TMZ 


lis  is  going  to  be  really  big!' 


"/  think  so'. 


'So  where  are  you  getting  so  much  help? ! 


The  answer  is  in  Dialoi 


'ormafion— complete,  precise,  up- 
-the  minute.  It's  your  most  powerful 
search  tool.  Find  exactly  what  you 
ed  to  know  fast  in  Dialog,*  the  world's 
"gest  electronic  library.  We  offer  over 
)0  diverse,  detailed  databases  readily 
cessible  online  via  computer  and 
odem,  many  even  on  compact  disc. 


You  probably  won't  have  to  look 
anywhere  else. 

See  your  Information  Specialist 
about  Dialog,  or  call  for  a  free  kit  on 
Dialog  information  for  your  field. 


1-800-3-DIALOG 


Outside  US  ,  415-8S8-37HS  Fax  4IS  85H  7069 

DIALOG  INFORMATION  SERVICES,  INC. 

A  KNIGHT-RIDDER  COMPANY 


Dialog  TdoIs  for  Research  &!  Technology: 
Research  and  industry  neivs,  plus  patent, 
trademark,  regulatory  and  competitive 
data.  Conference  proceedings  and  jour- 
nal papers;  newspapers,  neivsletters  and 
eni'irtmmentat  data;  technical  hand- 
hooks  and  encyclopedias.  Some  sources 
updated  as  often  as  daily;  newswires 
updated  continuously. 


992  Dialog  Information  Services,  Inc  ,  34li()  Hillview  Avenue,  Palo  Alto.  Calitc.rnia  All  nshts  rcseived  niALOG  is  a  servitcmark  of  Dialog  Intormalion  Services,  !nc  .  Registered  U  S  Patent  and  Trademark  OHici 


DISASTERS  I 


MY  KIND  OF  TOWN  (GLUB), 
CHICAGO  IS 


The  city's  freak  flood  points  up  the  need  to  fix  aging  infrastructure 


At  street  level,  there  is  very  little 
evidence  that  Chicago  is  strug- 
gling with  one  of  its  worst  disas- 
ters ever.  In  most  places,  in  fact,  roads 
and  sidewalks  are  bone-dry.  But  20  feet 
below,  surging  waters  have  created  a 
catastrophe.  Indeed,  since  its  start  in  the 
early  morning  of  Apr.  13,  the  freak  flood 
has  wreaked  havoc  on  Chicago  busi- 
ness— causing  millions  of  dollars  in  dam- 
age and  bringing  daily  commerce  to  a 
soggy  halt. 

At  the  geographic  center  of  it  all  is 
the  venerable  Chicago  Board  of  Trade, 
the  world's  oldest  and  largest  futures 
exchange  and  the  city's  financial  anchor. 
Normally,  the  board's  executive 
committee  meets  daily  at  6  a.m.  in 
the  wood-paneled  office  of  the  ex- 
change's president,  Thomas  R. 
Donovan.  But  on  Apr.  14,  the  com- 
mittee convened  instead  at  the 
edge  of  a  20-foot-deep  pit  dug  into 
LaSalle  Street.  As  they  watched, 
water  from  the  Chicago  River 
streamed  into  the  Board  of 
Trade's  basement  at  the  rate  of 
80,000  gallons  an  hour.  "This  isn't 
going  to  be  capped  today,"  Dono- 
van muttered. 

How  right  you  were,  Mr.  Dono- 
van. By  day's  end,  the  water  was 
still  rising  in  the  board's  basement 
by  as  much  as  10  inches  an  hour. 
Indeed,  it  could  be  months  before 
Chicago  is  back  to  normal  and  the 
costs  of  the  disaster,  which  began 
when  the  Chicago  River  broke 
through  an  underground  freight- 
tunnel  system,  can  be  accurately 
measured. 

'TAX  TRIAGE.'  The  cleanup  may  in- 
volve a  lot  more  than  washing  out 
waterlogged  basements.  Insiders 
at  the  Board  of  Trade,  for  in- 
stance, say  they  are  concerned 
that  they  will  be  held  financially 
liable  for  flood-caused  delays  in 
clearing  trades.  The  board  was 
forced  to  shut  down  all  trading  at 
10:45  a.m.  on  Apr.  13,  holding  daily 
volume  <4'  $130  billion  hostage  to 
the  risitiL'  waters.  Because  of  con- 
tinued fli>:iding  and  electrical  out- 
ages, traiing  didn't  resume  until 
Apr.  15 — .  d  then  only  with  a 
schedule  ol  abbreviated  sessions. 
Competing  Markets,  meanwhile, 


picked  up  much  of  the  board's  lost  busi- 
ness— maybe  for  good.  During  its  Apr. 
15  session,  for  instance,  trading  in  U.  S. 
government  bonds  on  the  London  Inter- 
national Financial  Futures  Exchange  tri- 
pled to  7,000  contracts.  "Our  market  po- 
sition can  be  very  fragile,"  says  a 
nervous  Donovan. 

For  accounting  firm  Arthur  Andersen 
&  Co.,  the  real  costs  could  be  in  delayed 
work.  The  flood  began  at  the  worst  pos- 
sible time  for  the  world's  largest  ac- 
counting firm:  two  days  before  the  In- 
ternal Revenue  Service's  Apr.  15  tax- 
filing  deadline.  At  8  a.m.  on  Apr.  13,  the 
firm's  entire   500-person   Chicago  tax 


42  BUSINESS  WEEK//' 


State  Street  retailers  had  no 
contingency  plans.  A  closed 
Marshall  Field  lost  much 
of  its  Easter  business 


group  was  forced  to  evacuate  its  dowri 
town  building.  A  special  team  that  nigl 
packed  nearly  900  boxes  of  tax  materisi| 
by  flashlight,  so  that  they  could  b|i 
moved  to  buildings  on  drier  land.  It  wa' 
a  process  that  Barry  R.  Wallach,  th 
partner  in  charge  of  the  Chicago  ta 
practice,  called  "tax  triage." 
.    The  Internal  Revenue  Service  said  i 
will  grant  flood-affected  taxpayers  a 
extra  week  to  file.  But  there's  no  suC|| 
helping  hand  for  State  Street  retailer.'is; 
who  normally  attract  thousands  of  shoj^ 
pers  each  day  during  the  week  befor 
Easter.  Marshall  Field  &  Co.'s  flagshi 
downtown  store,  in  fact,  may  not  reope 
until  the  holiday  has  come  and  gone 
despite  the  team  of  consultants  and  i 
surance  reps  the  retailer  has  working  o 
the  problem. 
TIME  OFF.  Neighboring  Filene's  Bas€ 
ment,  the  Boston-based  company  tha 
made   below-ground   retailing  fashior 
able,  lost  two  floors  of  inventory.  Corr 
pany  executives  flew  in  to  assess  th 
damage  to  merchandise  in  a  store  tha 
opened  just  last  October.  Say 
Filene's  President  Jim  Anathar 
"It's  totally  ruined." 

At  First  Chicago  Corp.,  much  o 
the  damage  was  contained  earlj 
The  company's  14-person  crisis 
management  committee  met  fou 
times  on  Apr.  13  alone.  In  a  wa 
room  replete  with  televisions,  cit 
maps,  and  dedicated  telephon 
lines,  bank  executives  orchestra 
ed  movements  of  7,000  worker 
spread  throughout  10  downtow 
Iniildings.  Options  specialists  fle\ 
to  New  York  and  London  late  tha 
night,  in  case  the  bank's  Chicag 
trading  floor  lost  power,  and  th 
bank's  computer  files  were  tran 
ferred  electronically  to  backup  k 
cations  in  the  suburbs. 

While  the  city  tries  to  figure  ou 
a  way  to  plug  the  giant  hole  unde 
its  streets,  thousands  of  worker 
have  some  unexpected  time  off- 
for  many  of  them,  unpaid. 

As  far  as  Illinois  Governor  Jir 
Edgar  is  concerned,  the  temporar 
shutdown  of  Chicago's  busines 
center  was  a  sobering  lesson  i 
the  trade-offs  necessary  durin, 
the  fiscally  troublesome  1990s 
"Infrastructure  is  somethin 
we've  got  to  worry  about,"  Edga 
says.  "You  bring  down  the  d(ffl 
fense  budget,  where  do  you  war 
to  put  the  money,  into  social  pr( 
grams  or  into  infrastructure?"  T 
business  executives  in  the  Loo{ 
the  argument  for  infrastructur 
just  got  a  lot  stronger. 

By  David  Greising  and  Juli 
Flynn  in  Chicago 


Satellite  Map  Source:  National  Air  Survey  Center,  Corp. 


From  Mendocino  to  Montauk. . . 


Franklin  offers  a  tax-free  fund  that  can  help  you 
keep  more  of  your  investment  income  no  matter 
where  you  live. 

By  investing  in  a  Franklin  tax-free  fund  you  can 
receive  monthly  income  dividends  free  from  fed- 
eral and,  in  many  cases,  state  personal  income 
taxes,  t 


Franklin  is  a  leader  in  tax-free  investing.  The 
Franklin  Group  of  Funds  manages  32  tax-free 
funds,  including  25  double  tax-free  funds. 

Although  Hawaii  and  Alaska  are  not  shown  on 
the  satellite  map  above,  residents  of  these  states 
can  also  earn  tax-free  income  dividends  through 
a  Franklin  fund. 


tFor  investors  subject  to  the  federal  alternative  minimum  tax, 
a  small  ponion  of  the  income  may  be  subject  to  such  tax. 
Investment  return  and  principal  value  will  fluctuate  with 
market  conditions. 


Call  your  investment  advisor  or  Franklin  today 
for  a  free  brochure. 

1-800-342-FlJND  Ext.  673 


r 


Franklin  Distributors,  Inc. 
777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 


BWK92 
673 


Yes!  I  would  like  a  free  prospectus  containing  more  complete 
information  on  the  Franklin  tax-free  funds,  including  charges 
and  expenses.  I  will  read  it  carefully  before  I  invest  or  send 
money. 

□  Tax-Free  Municipal  Bond  Funds 

Your  state  

□  I  am  currently  a  Franklin  shareholder. 

Name  


Address . 


City/ State/ Zip  . 


Daytime  Phone . 


F  R  A  Nl  K<  i  1  Nl 

Member  $57  Billion  Franklin  Group  of  Funds® 


J 
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THE  fLORIST'S  LlfE: 
NO  BED  01  ROSES 

Real  estate  broker.  Leveraged- 
buyout  specialist.  Thrift  executive. 
All  jobs  that  looked  a  lot  more 
promising  when  the  roaring  '80s 
were  in  high  gear.  Here's  another 
title  to  add  to  that  list:  Florist. 
Sales  of  flowers  have  leveled  off, 
but  the  competition  hasn't 


FLOWER  SALES' 


1982 
Billions  S5.7 


1990 
S12.9 


1991 
$12.8 


NUMBER  OF  FLOWER  SHOPS 


Thousands 


1977 
29.3 


1987 
49.5 


CUSTOMERS/PROSPECTS 


1972  1990 
Per  flower  shop    8,567  6,135 


SHARE  OF  FLORAL  MARKET 


1981  1991 

Florists  63%  58% 

Nonflorisfs  37%  42% 

DATA.  SOCIETY  OF  AMERICAN  FLORISTS 


IS  COLLEGE  BOUND 
BOUND  FOR  TROUBLE? 


►  The  Securities  &  Exchange 
Commission  turned  up  the 
regulatory  heat  on  College 
Bound  on  Apr.  7  by  going  to 
court  to  seek  records  from 
the  Florida  test-preparation 
company.  The  SEC's  court  pa- 
pers said  it  suspected  College 
Bound's  "officers,  directors, 
and  others"  of  filing  false  fi- 
nancial reports,  manipulating 
the  company's  stock,  and  mis- 
stating the  scope  and  profit- 
ability of  its  business.  "The 
company  denies  any  wrongdo- 
ing, is  complying  with  the  SEC 
retjuest,  and  will  continue  to 
comply  to  try  and  get  this 
thing  cleared  up,"  says  a  com- 
pany spokesman. 


RUSSL' ISN'T  THE  OSILY 
REPUBLIC  IN  NEED 


►  While  the  industrial  world's 
treasuries  scramble  to  come 
up  with  $18  billion  that  Pre.  i- 
dent  Bush  promised  in  aid  for 


Russia,  the  International 
Monetary  Fund  presented  an- 
other bill:  The  14  other  repub- 
lics of  the  former  Soviet 
Union  will  need  an  additional 
$20  billion  in  financing  over 
the  next  year.  IMF  Managing 
Director  Michel  Camdessus 
announced  on  Apr.  15  that  all 
the  republics  but  one  were 
cleared  for  IMF  membership, 
with  Azerbaijan  stalled  only 
by  missing  paperwork. 

The  IMF  and  World  Bank 
will  put  up  about  a  fifth  of 
the  funds  needed  to  balance 
the  new  members'  interna- 
tional payments.  But  that  will 
leave  a  big  gap  to  be  filled, 
both  by  aid  from  the  Group  of 
Seven  industrial  nations  and 
the  European  Community  and 
by  rescheduling  the  debt  that 
republics  owe  to  banks  and 
other  governments. 


NOT  ENOUGH  BACON 
FOR  HORMEL'S  HEIRS 


►  After  seeing  the  value  of 
their  inheritance  dwindle  by 
$175  million  in  the  past  year, 
the  heirs  to  the  Hormel  meat- 
packing fortune  want  to 
dump  most  of  their  37.59^ 
stake  in  the  Austin  (Minn.) 
company.  On  Apr.  14,  the 
three  grandsons  of  company 
founder  George  Hormel  filed 
suit  to  force  the  Hormel 
Foundation,  which  manages 
their  inheritance  through  12 
trusts,  to  diversify  into  other 
investments.  The  foundation, 
which   earlier   this   vear  re- 


CHEESE  AND  SYMPATHY 


The  first  time  a  company  turned 
you  down  for  a  job,  despite  your 
impressive  resume  and  qualifica- 
tions, some  well-intentioned  soul 
probably  told  you  the  rejection 
would  build  character.  To  which 
you  replied,  with  understandable 
impatience,  that  character 
doesn't  make  much  of  a  meal. 

It  does  now.  In  the  latest  ad- 
vance in  recession  marketing, 
Domino's  Pizza  has  declared 
April  "Eat  Your  Rejection  Letter  Month."  Customers  prese 
ing  Domino's  with  a  rejection  letter  from  a  prospective  emplo; 
er  will  get  a  dollar  knocked  off  the  price  of  a  pie 

This  isn't  the  first  time  the  pizza  company  has  made  the  bei 
of  bad  economic  news.  After  the  collapse  of  a  state  insuran 
fund  made  it  impossible  for  many  Rhode  Island  thrift  de 
tors  to  touch  their  money.  Domino's  started  accepting 
checks  drawn  on  the  shuttered  institutions.  Wisely,  the  comp 
ny  has  no  plans  to  accept  checks  from  the  House  bank. 


posj 


buffed  suggestions  by  George 
II,  Thomas,  and  James  Hor- 
mel to  reallocate  investments, 
is  expected  to  oppose  their  ac- 
tion vigorously. 


A  McGRAW  PROMOTED 
AT  McGRAW-HILL 


►  McGraw-Hill  has  made  Har- 
old W.  McGraw  III  the  princi- 
pal deputy  to  Chairman  Jo- 
seph Dionne.  McGraw,  who 
keeps  his  title  as  executive 
vice-president  for  operations, 
will  now,  in  effect,  serve  as 
the  company's  chief  operating 
officer,  overseeing,  among 
other  holdings,  BUSINESS 
WEEK,  Standard  &  Poor's, 


.  I  U-  TRADE  YOU  CAL  RIPKEN'S  AGENT  AND  FINANCIAL  ADVISOR  FOR 
KIRBY  PUCKETTS  MARKETING  REP  AND  STOCK  BROKERI  ' 


four  television  stations,  anl 
an  educational-publishin] 
arm. 

McGraw  had  split  those 
sponsibilities  with  Executiv 
Vice-President  Walter  St 
watka,  who  has  resigned.  Tl 
company  also  reported  th^ 
first-c}uarter  net  jumpe 
11.6%,  to  $14.1  million,  on 
6.2%  rise  in  revenues,  to  $4.: 
million — in  part,  because 
robust  results  at  S&P  and  in| 
provement  at  BUSINESS  WEEi 


FORD  IS  BULLISH 
ON  NORTH  AMERICA 


►  Making  a  close  relationshil 
closer.  Ford  is  negotiating  ti 
buy  507f  of  Mazda's  assembl 
plant  in  Flat  Rock,  Mich.  MaJ 
da  has  invested  more  thai 
$.550  million  in  the  factory  btJ 
faces  a  slowing  market  an| 
softer  profits  in  Japan. 

For  Ford,  the  planned  pui 
chase  comes  in  tandem  witl 
an  Apr.  13  announcement  tha 
it  will  invest  almost  $3  billio| 
in  North  America  over  th 
next  three  years  to  produce 
new  minivan,  develop  ne^ 
light-truck  engines,  and  ei 
pand  a  truck  plant.  Ford's  ill 
vestment  contrasts  sharpl| 
with  Chrysler's  sale  last  yes 
of  its  half-interest  in  the  Di^ 
mond-Star  Motors  plant 
partner  Mitsubishi  Motors. 
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anasonic  brings  you  a 
complete  communications 
center  for  the  home  office. 

Every  time  you  miss  a  call,  miss 
a  fax  or  miss  a  message,  you  may 
be  missing  an  opportunity.  That's 
why  Panasonic  offers  an  auto- 
mated communications  center 
specially  designed  for  home 
offices  and  small  businesses. 
The  Panasonic  KX-F90.  This 
sophisticated  system  knows  when 
an  incoming  call  is  a  phone  call  or 
a  fax  and  automatically  switches 
the  proper  function.  Which 
means  it  can  handle  all 
your  calls,  messages 
or  faxes  with  just  one 
phone  line. 

With  its  automatic 
paper  cutter  and  a 
10-page  docu- 
ment feeder,  you 
don't  have  to  stay  in 
the  room  to  send  or 
receive  faxes.  And  since  it 
can  produce  16  shades  of  grey, 
your  faxes  will  have  excellent 
reproduction  of  charts,  graphs 
and  photographs. 

And  Its  phone  system  and  built- 
in  answering  machine  has  what 
every  business  person  needs- 
Privacy  Ring.  It  lets  you  know  if 
a  call  is  important  before  you 
answer  i 

Today  opportunity  doesn't  knock. 
And  it  can  slip  through  your  fingers 
if  you  don't  get  the  Panasonic 
KX-F90  communications  center.  ■ 


Panasonic 

just  slightly  ahead  of  our  time. 


I 


You  want  to  go  where  no  one  has  gone  before.] 

This  weekend. 


Your  Ex|*%rer  is  ready. 


If  you  want  to  go  farther  tfian  all 
the  others,  consider  this: 
Almost  overnight,  Explorer  passed 
the  rest  to  become  the  best  seller, 
the  new  standard. 
Nothing  in  Its  class  has  so  much  over- 
all room.  Or,  lets  you  go  from  2WD  to 
4WD  High  and  back,  on  the  fly  at  the 
push  of  a  button. 
A  4.0L  EFI  V-6  and  rear  anti-lock 
brakes  are  standard.  Available  amen- 
ities from  a  tilt-up  open-air  roof  to 
leather  seating  surfaces  can  make 
your  Explorer  a  luxunous,  and  very 
personal,  statement. 
Explorer  has  all  it  takes  to  go 
where  no  one 's  gone  before. 
And  now,  so  can  you. 


Buckle  up — together  we  can  ^^uie  lives. 


Have  you  driven  a  Ford... lately? 


EDITED  BY  STEPHEN  H.  WILDSTROM 


lOING  BALLISTIC  OVER  A  FRENCH  BID 
OR  A  MISSILE  MAKER 


rhomson-CSF  officials  didn't  pop  champagne  corks  after  a 
New  York  bankruptcy  judge  declared  the  French  elec- 
tronics company  the  winner  of  a  tense,  three-day  bidding 
r  for  LTV  Corp.'s  missile  and  aerospace  business.  Instead  of 
jbrating,  the  winners  girded  for  a  second,  and  perhaps 
gher,  fight  on  Capitol  Hill. 

Is  military  spending  shrinks,  a  worldwide  consolidation  of 

defense  industry  is  inevitable.  But  the  sale  of  a  well-known 
3.  defense  contractor  to  foreign  interests  remains  a  touchy 
>ject.  And  the  French  government's  607<  stake  in  Thomson- 
'  doesn't  increase  the  company's  popu- 
ty.  Egged  on  by  the  politically  well- 
nected  losing  bidder,  a  joint  venture 
Martin  Marietta  Corp.  and  Lockheed 
•p.,  key  House  and  Senate  members 

calling  on  the  Bush  Administration 
block  the  sale,  which  still  must  be 
iroved  by  the  Committee  on  Foreign 
estment  in  the  U.  S.  (CFIUS),  an  inter- 
;ncy  review  panel  headed  by  Treasury 
retary  Nicholas  F.  Brady. 
TEFUi  SUITORS.  "The  game  is  far 
m  over,"  warns  Senator  Frank  H. 
rkowski  (R-Alaska),  vice-chairman  of 

Senate  Intelligence  Committee, 
ile  Congress  has  no  direct  power  to 
:k  the  sale,  Murkowski  and  Intelli- 
ice  Committee  Chairman  David  L.  Boren  (D-Okla.)  wrote 
isident  Bush  in  March  opposing  the  Thomson  purchase, 
re  than  70  other  lawmakers  have  expressed  concern  about 

deal,  which  would  give  Thomson  the  LTV  missile  business 
ile  Washington-based  partner  Carlyle  Group  would  get 
''s  aircraft-parts  business.  And  Senator  Daniel  K.  Inouye 
Hawaii),  chairman  of  the  defense  appropriations  subcom- 
tee,  will  try  to  block  the  Defense  Dept.  from  awarding 
tracts  to  foreign  government-owned  companies, 
'he  sale  of  LTV's  defense  unit,  with  1991  sales  of  $1.7  billion, 
:ey  to  the  Dallas-based  company's  efforts  to  emerge  from 


Chapter  11  bankruptcy.  LTV  creditors  favored  Thomson's  $450 
million  offer  over  the  $385  million  Martin-Lockheed  bid.  But 
the  rejected  suitors  aren't  bowing  out  quietly.  Martin  Chair- 
man Norman  R.  Augustine  and  Lockheed  CEO  Daniel  M.  Tellep 
charge  that  Thomson's  purchase  is  tantamount  to  "foreign- 
government  nationalization"  of  a  chunk  of  the  defense  indus- 
try. The  executives  plan  a  personal  lobbying  blitz  in  an  effort 
to  reverse  the  Thomson  sale.  They'll  play  on  fears  that  foreign 
government-owned  contractors  are  unfair  competitors,  and 
they're  winning  a  receptive  hearing. 

EXAGGERATED  FEARS?  Others  worry  that 
the  Thomson  purchase  could  erode 
Washington's  ability  to  control  sensitive 
technology.  "The  purchase  of  such 
American  secret  and  advanced  technol- 
ogy by  any  foreign  government  or  com- 
pany .  .  .  could  be  harmful  to  the  best  in- 
terests of  the  U.  S.,"  says  ranking 
House  Armed  Services  Committee  mem- 
ber William  L.  Dickin.son  (R-Ala.). 

Thomson  officials  insist  such  fears  are 
overblown.  They  note  that  foreign  com- 
panies, including  France's  Matra  and 
Britain's  Ferranti  International  PLC, 
have  already  acquired  U.  S.  defense  con- 
tractors. "It's  not  unusual  to  have  a  for- 
eign-owned company  involved  in  classi- 
fied military  production,"  says  Thomson  spokesman  Richard  J. 
Keating.  Thomson's  U.  S.  unit  is  a  subcontractor  on  classified 
projects.  And  it  will  have  U.  S.  directors  oversee  secret  work. 

The  Administration,  which  welcomes  foreign  investment, 
may  take  the  political  heat  and  give  Thomson  the  go-ahead.  In 
nearly  four  years,  CFIUS  has  extensively  reviewed  just  13  of 
700  foreign  acquisitions,  and  only  one — a  deal  involving  Chi- 
na— was  blocked  by  the  President.  But  in  an  election  year, 
when  "America  for  Americans"  sentiment  is  running  high, 
Thomson  may  find  that  the  political  winds  can  be  fickle. 

Bi/  Amy  Borrux,  with  Jonathan  B.  Levine  in  Paris 


PITAL  WRAPUPI 


■CURITIES 


Jdward  H.  Fleischman,  who  re- 
■  signed  from  the  Securities  &  Ex- 
lange  Commission  in  a  huff  in  March, 
ay  get  the  last  word  in  a  long-run- 
ng  feud  with  Chairman  Richard  C. 
'eeden.  Two  Coopers  &  Lybrand  ac- 
untants  have  asked  a  federal  court 
r  help  in  investigating  the  circum- 
ances  under  which  the  SEC  failed  to 
'erturn  sanctions  against  them.  They 
ant  to  probe  allegations,  first  raised 
a  Feb.  10  BUSINESS  week  article, 
at  Breeden  held  up  a  review  of  their 
nsure  until  the  departure  of  Commis- 
jner  Philip  Lochner  Jr.,  whose  vote 
as  the  deciding  one  for  lifting  sanc- 


tions imposed  by  an  administrative  law 
judge.  The  commission  has  never  for- 
mally acted  on  the  review  request. 

The  SEC  opposes  the  accountants'  re- 
quest for  an  order  forbidding  destruc- 
tion of  relevant  documents.  But 
Fleischman  may  be  ready  to  challenge 
the  official  version.  In  a  letter  to  Judge 
Louis  F.  Oberdorfer  of  U.  S.  District 
Court  in  Washington,  Fleischman  says 
he  disagrees  "with  the  arguments 
made  and  conclusions  presented  to  you 
on  behalf  of  the  commission."  But 
Fleischman  declined  to  put  his  objec- 
tions on  the  record  because  he  wants 
to  preserve  the  confidentiality  of  SEC 
proceedings.  One  possibility:  He'll  go 
into  details  in  a  closed  hearing. 


CONGRESS 


For  the  large  number  of  senators 
and  representatives  retiring — or  be- 
ing retired — this  year,  the  1990  con- 
gressional pay  raise  will  be  the  gift 
that  keeps  on  giving.  Lawmakers'  gen- 
erous pensions  are  based  on  average 
salary  during  just  the  last  three  years 
of  service,  so  the  40%  pay  hike  will 
have  a  big  impact  on  their  annual  bene- 
fits. For  example,  retiring  Representa- 
tive Frank  Annunzio  (D-Ill.)  will  get  a 
pension  of  $74,000  a  year.  Had  he  quit 
in  1990,  he  would  have  got  only 
$54,000.  A  50-year-old  member  with  20 
years'  service,  including  time  spent  as 
a  staffer,  can  retire  on  half-salary. 


INGTON  OUTLOOK 
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What  you  need  toda^ 

Somehow  the  word  "foreign'"  seems  foreign  jnjfjl 
these  days.  The  world  is  smaller,  so  people  are 
thinking  bigger,  bevond  borders. 

Yet  cultures  will  alwavs  be  different,  and  th 
the  paradox  of  international  business — the  need  1  fj  s,, 
be  global  and  local  at  the  same  time. 

At  IBM  we're  old  hands  at  it,  and  much  of 
what  weVe  learned  can  really  help  you.  ^1,3^1 

Being  local.  We  do  business  in  over  130  col 
tries,  and  our  offices  are  staffed  and  run  by  peopl 
who  were  born  there.  IBM  Brazil  is  Brazilian,  IB^ 
Italy  is  Italian.  So  they  understand  not  just  your  j.^^^. 


international  business  machine. 


nical  needs,  but  your  marketplace  and,  most 
iy,  your  industry.  Which  can  help  you  avoid  costly 
I  sometimes  embarrassing)  mistakes.  Also,  we 
d  things  near  your  locations  and  customized  for 
n.  So  your  software  in  Taiwan  speaks  Chinese, 
your  cash  drawers  in  France  will  fit  franc  notes. 

Being  global.  Of  course,  your  global  opera- 
s  can't  be  islands,  you  have  to  manage  the  whole, 
we'll  help  you  do  it.  Our  branches  may  be  local, 
they're  all  on  the  same  team,  and  they'll  support 
in  a  consistent  way  no  matter  where  you  go. 

For  example,  Woolworth,  Burger  King^"^  and 


3M™  use  our  Selected  International  Account  pro- 
gram. It  helps  them  bridge  cultural,  legal  and  tech- 
nical differences  by  providing  a  single  point  of  con- 
tact that  aligns  IBM's  worldwide  presence  with  theirs 

We  can  also  help  you  communicate,  whether 
you  have  your  own  global  network  or  hook  into  ours. 
The  IBM  Information  Network  makes  it  easier  to 
connect  more  than  90  countries  for  electronic  mail, 
EDI  and  more.  You  can  even  pay  in  one  currency. 

To  learn  more,  call  our        ~         —  — (g 

International  Marketing  Informa-   E    Eir  E^rE 
tion  Desk  at  1  800  IBM-1774.       =  ==  =  7  = 
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atsushita  Electric  Industrial 
Co.  is  a  paragon  of  Japanese 
I  industrial  might  and  a  citadel 
of  management.  With  sales  last  year 
of  $49.6  billion,  it's  the  world's  largest 
supplier  of  consumer  electronics  and  a 
giant  in  factory  automation.  Nobody 
outmanufactures  Matsushita. 

Yet  at  its  sprawling,  flower-fes- 
tooned headquarters  in  western  Osaka, 
there's  tension  in  the  air — and  talk 
about  entering  a  new  era.  With  profits 
down  by  half,  its  balance  sheet 
stretched  by  the  $6.6  billion  acquisition 
of  MCA  Inc.  in  1990,  and  the  cost  of 
money  rising,  Matsushita  is  being 
forced  to  rethink  the  very 
way  it  does  business. 

Several  top  executives 
have  just  been  demoted  or 
suffered  hefty  pay  cuts  for  a 
finance  subsidiary's  sins  dur- 
ing Japan's  go-go  years. 
Bosses  are  planning  to  slash 
subsidies  and  cut  loose  the 
27,000  keiretsu  retailers  that  sell  only 
Matsushita  goods.  Once  one  of  Japan's 
premier  new-product  churners,  Matsu- 
shita now  is  streamlining.  It's  eliminat- 
ing low-end  cassette  and  CD  players. 
It's  shelving  plans  for  more  billion-dol- 
lar Universal  Studios  theme  parks  in 
the  U.  S.  and  Europe.  And  it's  cutting 
working  hours  and  overtime  at  home. 
"Matsushita  is  at  a  turning  point,  and 
so  is  Japan,"  says  Masahiro  Kosaka,  a 
laboratory  director.  "I  don't  think 
things  will  ever  go  back  to  the  way 
they  were." 

AFTERSHOCKS.  Matsushita  is  but  one  of 
hundreds  of  Japanese  companies  grap- 
pling with  the  aftershocks  of  a  stock 
market  crash  that  has  wiped  out  $2.6 
trillion  in  value  on  the  Tokyo  Stock 
Exchange  and  ushered  in  a  recession 
(charts).  Thanks  to  the  runup  of  shares 
and  real  estate  prices  in  the  late  1980s, 
Japanese  managers  enjoyed  several 
years  of  virtually  free  money.  Now 
they  are  being  jolted  awake  to  a  new 


reality:  Money  has  a  cost,  so  profits 
count.  "In  the  bubble  economy,"  ac- 
knowledges Citizen  Watch  Co.  Presi- 
dent Michio  Nakajima,  "Japanese  com- 
panies lost  their  way." 

The  new  mood  could  cause  a  sea 
change  in  how  Japanese  run  their  com- 
panies. It  could  also  begin  to  erode 
Japan's  global  edge.  Even  before  the 
bubble,  of  course,  many  Japanese  com- 
panies were  fierce  competitors — and 
they  will  continue  to  be,  especially  as 
they  try  to  boost  exports  to  offset 
weak  demand  at  home.  But  with  res- 
tive investors  demanding  higher  earn- 
ings and  fatter  dividends,  companies 
may  no  longer  be  able  to 
wage  their  battles  for  mar- 
ket share  at  any  cost.  That 
could  force  them  away  from 
the  product  proliferation, 
marginal  business  ventures, 
and  headlong  capital  invest- 
ment that  have  struck  fear 
in  the  hearts  of  their  com- 
petitors worldwide.  As  a  result,  compa- 
nies in  the  rest  of  the  world  may  actu- 
ally enjoy  a  breather  for  a  while. 

With  the  end  of  cheap  money,  the 
excesses  of  the  bubble  economy  have 
already  disappeared  among  individ- 
uals. Japan's  nyuu  ritchi — the  new 
rich — have  stopped  indulging  in  mil- 
lion-dollar golf-club  memberships  and 
$500  cups  of  exotic  coffee.  Now,  it's 
industry's  turn  to  come  off  the  binge. 
After  spending  $3  trillion  on  new  plant 
and  equipment  in  the  late  1980s  and 
another  $500  billion  on  research  and 
development,  many  companies  are  hit- 
ting the  brakes.  Acknowledges  NEC 
Corp.  Financial  Manager  Keiichi  Yo- 
shida:  "Because  money  is  costlier, 
we're  getting  tougher  on  capital  in- 
vestment decisions." 

Look  at  what's  happening  already. 
Fujitsu  Ltd.,  whose  pretax  profits  fell 
an  estimated  37%  in  the  latest  fiscal 
year,  is  withdrawing  from  the  crowded 
U.  S.  facsimile  market,  cutting  capital 
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spending  by  20%,  and  slashing  execu- 
tive pay  by  up  to  35%  for  the  next  six 
months  "to  create  a  sense  of  crisis 
within  the  firm,"  says  a  director.  Hita- 
chi Ltd.,  whose  pretax  profits  are 
down  by  nearly  half,  is  taking  similar 
steps. 

In  the  name  of  better  profitability, 
Honda  Motor  Co.  and  Nissan  Motor 
Co.  are  extending  some  product  cycles. 
And  Japan  Airlines  Co.  is  thinking  of 
moving  administrative  workers  into 
sales  and  passenger  service  jobs.  "A 
lot  of  companies  were  benignly  pater- 
nalistic when  times  were  good,"  says  a 
manager.  "There's  a  need  for  a  more 
tyrannical  approach." 
GIANT  HOLE.  To  Under- 
stand Japan's  predica- 
ment, look  at  what 
happened  to  America 
in  the  gas-guzzling 
days  of  the  1950s  and 
1960s.  Cheap  oil  made 
America  complacent, 
Japanese  used  to  lec- 
ture, as  they  proceed- 
ed to  drive  a  giant  hole 
through  the  American 
market. 

Today  it's  Japan's 
turn.  "Cheap  money  de- 
stroyed any  sense  of 
jjrice  in  Japan.  By  rid- 
ing favored  stocks  and 
by  borrowing  against 
land,  consumers  (page 
58)  became  instant  yen 
millionaire.s — and  often 
dollar  ones,  too.  Corpo- 
rations were  even 
more  reckless,  over- 
paying wantonly  for  overseas  proper- 
ties that  are  now  albatrosses.  Giddy 
banks  and  their  affiliates  eagerly  lent 
piles  of  yen  to  unsavory  speculators 
and  even  gangsters  (page  56).  So  far, 
$215  billion  worth  of  those  loans  has 
gone  bad.  One  obscure  restaurant 
owner  managed  to  borrow  $."12  billion, 
mostly  from  Industrial  Bank  of  Japan 
Ltd.,  using  phony  CDs  for  collateral. 

None  of  this  means  a  fundamentally 
weak  Japan.  Its  diligent,  highly  skilled, 
and  fully  employed  work  force  still 
clocks  in  by  9  a.m.  every  day.  With 
elegantly  dressed  and  coiffed  consum- 
ers still  enjoying  real  income  gains  of 
87^,  Tokyo's  glittering  Ginza  feels  as 
affluent  as  ever.  Government  budgets 
are  in  surplus,  and  many  big  compa- 
nies still  are  bulging  with  cash  bu  It  up 
during  the  bubble  years.  In  fact,  iheir 
gleaming  state-of-the-art  factories  will 
help  keep  industry  competitive  for 
quite  a  while.  When  the  global  econo- 
my starts  to  recover,  argues  Columbia 
University  Japan  expert  Hugh  T.  Pat- 


rick, "the  investment  boom  of  the  past 
five  years  will  pay  off." 

But  Japan  is  experiencing  a  comeup- 
pance nonetheless.  Evaporating  fast  is 
the  myth  of  an  invincible  Japan  where 
the  Imperial  Palace  grounds  were  said 
to  be  worth  all  of  California,  where 
omnipotent  bureaucrats  could  solve 
any  problem,  where  share  prices  could 
never  crash,  and  where  banks  could 
gallantly  rescue  any  customer. 

This  financial  shock  is  hitting  just  as 
workers  are  seeking  more  leisure. 
That  alone  is  raising  labor  costs  and 
will  make  it  even  harder  for  companies 
such  as  Toshiba  Corp.  to  put  22  largely 
identical  models  of  microwave  ovens 


well.  Although  the  government  ha 
stubbornly  stuck  to  a  forecast  of  3.57. 
growth  for  the  current  fiscal  year  enq 
ing  next  Mar.  31,  most  private  econcj 
mists  see  1%  to  2%'  growth  at  best^ 


RICE  BELT 


REZONING  URBAN  AGRICULTURAL  LAND  FOR  HOUS- 
ING WOULD  SPUR  DOMESTIC  DEMAND  . 


on  the  Japanese  market  with  little  re- 
gard for  profits.  Cutting  back  on  such 
wasteful  practices  could  level  the  play- 
ing field  of  world  trade.  But  for  now, 
many  manufacturers  are  reverting  to 
form  and  pumping  up  exports  to  keep 
their  factories  working. 

Tokyo  posted  a  huge  $11  billion 
trade  surplus  in  March  on  top  of  a  $10 
billion  one  the  month  before,  and  fore- 
casters believe  the  sui'plus  could  reach 
$120  billion  for  all  of  1992,  up  40% 
from  last  year.  DRI/ McGraw-Hill  econ- 
omist David  Blond  expects  sales  of 
Japanese  semiconductors,  computers, 
auLos,  and  machinery  all  will  record 
hefty  overseas  sales  gains. 

The  export  surge  is  likely  to  spark 
new  trade  frictions  between  Japan  and 
its  trading  partners.  Worse  yet,  even 
record-high  overseas  sales  won't  be 
enough  to  keep  Japan's  $3  trillion 
economy  out  of  recession.  Gross  na- 
tional product  fell  at  an  annual  rate  of 
0.2%  in  the  fourth  quarter  and  proba- 
bly declined  in  the  first  quarter  as 


And  Chief  Economist  Tetsuo  Tsuk 
mura  of  Smith  Barney,  Harris  Uphar 
International  Inc.  sees  GNP  falling  0.8^ 
for  the  year  (page  54).  That  would  b 
Japan's  poorest  showing  since  the  oi 
shock  recession  of  1975. 
BOND  OVERHANG.  The  slowing  econom; 
isn't  the  only  pressure  on  Japan  Inc 
As  price-earnings  ratios  have  tumble 
and  interest  rates  climbed  towar 
world  levels,  scores  of  corporations  ar 
finding  they  must  pay  a  far  highe 
price  for  new  funds 
Many,  including  NEC 
TD?:,  and  Toshiba,  soo 
will  have  to  repa 
some  $160  billion  i 
cheap  bonds  issue 
during  the  Toky 
Stock  Exchange' 
headier  days.  At  th 
time,  investors  gladi 
accepted  yields  of  1/ 
or  less  because  the, 
were  guaranteed  th 
right  to  convert  thei 
bonds  into  stock  a  ppfers 
what  seemed  bargai 
prices.  But  now  tha 
the  companies'  share 
have  tanked,  investor 
want  only  cash.  To  pa; 
bondholders  off,  corpc 
rations  are  either  hav 
ing  to  dip  into  their  n 
serves  or  borrow  nev 
funds  at  up  to  6%. 
The  cash  squeeze  is  beginning 
slow  the  march  of  Japanese  companie 
abroad.  Japanese  investment  in  Brit 
ain,  long  a  favored  jumping-off  spo 
for    the    European  Community' 
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planned  free-trade  area,  has  fallen  sig  ,1^; 


nificantly  in  the  last  six  months.  Bril 
ish  officials  say  only  21  Japanese  corr 
panies  built  plants  there  last  year  ^((j, 
down  from  35  in  1990.  So  far  this  year 
just  two  have  opened 

The  U.  S.  also  may  be  seeing  a  slow 
down  in  transplant  investment.  B( 
cause  of  a  weakening  U.  S.  market 
Mazak,  the  U.  S.  arm  of  machine-toe 
maker  Yamazaki  Mazak,  recently  cu 
its  work  force  from  800  to  750  througl 
attrition.  Although  executives  say  the; 
still  plan  to  expand,  Mazak's  facility  ii 
Florence,  Ky.,  is  now  running  at  onl; 
607'  to  70%  "of  capacity. 

Or  take  the  Japanese  automotivi 
suppliers  that  have  flocked  to  Nortl 
America.  Japanese  carmakers'  profi 
margins  are  declining  in  the  face  o 
recessions  in  the  U.  S.,  Canada,  and  a 
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VDnDTC  JAPAN'S  EXPORT  MACHINE  SHOWS  NO  SIGNS  OF  WINDING  DOWN.  ANALYSTS  EXPECT  HEAVY  OVERSEAS 
/VrUIV  I  J  SALES  GAINS  IN  CHIPS,  COMPUTERS,  AUTOS,  AND  MACHINERY  IN  THE  NEXT  FEW  YEARS 


iw.  Now  the  companies  are  stjueez- 
•;  price  cuts  out  of  affiliated  offshore 
apliers.  Although  Japanese  suppliers 
ied  89  plants  in  North  America  last 
ir  alone,  East  Lansing  (Mich.)  indus- 
■  consultant  Marc  Santucci  thinks 
it  further  expansion  will  come  to  a 
It  unless  the  new  plants  can  drum 
more  business. 

Vlanufacturers  are  also  facing  unex- 
;ted  pressure  from  investors  who 
i  little  reason  to  return  to  the  stock 
irket  as  long  as  profits  and  divi- 
ids  remain  low.  For  example,  Hir- 
asu  Mizuno,  general  manager  of  as- 
;  allocation  and  planning  at  Asahi 
itual  Life  Insurance  Co.,  wants  com- 
nies  to  pay  out  half  their  profits  in 
■idends,  against  only  33%  today.  Al- 
)ugh  such  an  increase  could  make  it 
igher  for  manufacturers  to  lavish 
st  sums  on  R&D  and  new  plants,  sev- 
il  companies  already  have  begun  to 
;pond.  Video-game  maker  Nintendo 
.,  for  example,  recently  boosted  its 
'idend  16%,  to  45$. 
LLING  OFF.  Investor  displeasure  may 
eady  be  putting  pressure  on  the 
<retsu  system,  which  currently  ties 
70%  of  Japan's  listed  shares.  Bank- 
;  and  stockbrokers  say  some  capital- 
irved  banks  and  companies  are  now 
ietly  selling  shares  of  some  of  their 
)re  distant  corporate  relatives.  In 
e  of  the  rare  publicly  disclosed  dis- 
sals  of  corporate  holdings,  railroad 
erator  Tokyu  Corp.  is  selling  its  en- 
e  $545  million  stake  in  All  Nippon 
fways  Co.  over  the  next  few  years. 


R  STORY 


The  interest  represents  4.4'-  of  the  air- 
line's total  shares. 

Any  weakening  of  Japan's  keiretsu 
could  dampen  members'  willingness  to 
take  risks  by  depriving  them  of  the 
financial  safety  net  they  now  enjoy. 
Moreover,  any  shift  in  stock  ownership 
away  from  corporate  allies  could  final- 
ly open  the  way  for  Western-style 
takeovers.  "Erosion  of  cross-sharehold- 
ing," says  David  D.  Hale,  chief  econo- 
mist at  Chicago's  Kemper  Financial 
Services  Inc.,  "is  likely  to  produce 
more  convergence  between  U.  S.  and 
Japanese  business  practices." 

Even  if  the  loosening  of  the  keiretsu 
doesn't  go  very  far,  a  major  round  of 
corporate  restructurings  is  on  the  way. 
Many  analysts  believe  it's  only  a  mat- 


JAPAN  TRIES  TO  EXPORT 
ITS  WAY  OUT  OF  RECESSION 
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lei-  of  time  before  Isuzu  Motors  Ltd. 
drops  out  of  the  auto  market.  Daihatsu 
Motor  Co.,  which  recently  stopped  ex- 
porting its  minicars  to  the  U.  S.,  may 
be  forced  into  the  arms  of  Toyota  Mo- 
tor Corp. 

Weakened  consumer  electronics 
firms  such  as  Sansui  Electric  Co.  and 
phone  maker  Iwatsu  Electric  Co.  could 
also  face  takeovers.  Even  strong  com- 
panies are  acknowledging  that  high  fi- 
nancing costs  are  now  limiting  what 
they  can  accomplish.  "We  really  need 
to  automate  more,"  says  Citizen  Watch 
President  Nakajima.  "But  we  can't  fi- 
nance capital  investment  with  cheap 
equity  anymore." 

The  Ministry  of  International  Trade 
&  Industry  is  also  forcing  restructur- 
ing. Offering  R&U  subsidies  and  bu- 
reaucratic guidance,  MITI  is  pressing 
manufacturers  to  move  into  new  busi- 
nesses with  greater  strategic  and  prof- 
it potential.  Food,  brewing,  and  phar- 
maceutical companies,  for  example, 
are  being  nudged  toward  biotechnolo- 
gy. "We're  not  complacent  about  our 
future,"  says  Yutaka  Kosai,  president 
of  the  industry-supported  Japan  Cen- 
ter for  Economic  Research. 

Despite  the  new  mood  of  restraint 
and  restructuring,  Japanese  still  aren't 
questioning  the  authorities'  need  to 
purge  the  excesses  of  the  bubble 
years,  when  the  government  pumped 
vast  amounts  of  money  into  the  econo- 
my to  compensate  for  a  rapidly  rising 
yen.  The  result  was  excessive  liquidity 
and  rock-bottom  interest  rates  that 
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drove  share  prices  to  68  times  earn- 
ings— and  real  estate  prices  through 
the  roof. 

Just  in  time,  many  believed,  Yasushi 
Mieno  arrived  to  bring  things  back  to 
earth.  On  taking  over  as  head  of  the 
Bank  of  Japan  in  November,  1989, 
Mieno  declared  war  on  asset  inflation. 
His  weapons:  higher  interest  rates,  re- 
duced money  growth,  and  strict  orders 
for  banks  to  curtail  real  estate  lending. 
Within  nine  months  he  elevated  the 
discount  rate  from  3.757^-  to  67'  and 
squeezed  money-supply  growth  from 
more  than  137'  to  less  than  27. 

That  was  all  stock  and  property 
prices  needed  to  head  south.  As 
Mieno's  intent  became  clear,  Japan's 
overheated  economy  started  to  come 
off  its  torrid  57-plus  growth  path  that 
was  threatening  to  fuel  a  wave  of  in- 
flation. What  nobody  counted  on, 
though,  was  that  Mieno,  a  45-year  vet- 
eran central  banker,  would  not  know 
when  to  stop. 

Only  under  withering  political  pres- 
sure— and  after  it  was  too  late — did  he 
begin  to  bring  rates  down  last  sum- 
mer. But  even  after  bringing  discount 
rates  all  the  way  back  to  3.757,  money 
remains  tight.  "First,  the  government 
pumped  money  into  the  system  in  an 
outrageous  manner,"  says  Edwin  C. 
Merner,  a  director  at  Schroder  Invest- 
ment Management  (Japan)  Ltd.  "Then, 
when  the  patient  got  sick  from  overin- 
dulgence, rather  than  trying  to  help, 
they  gave  him  shock  treatment  by  not 
giving  him  anything  at  all." 

Many  critics  are  also  angry  at  Prime 
Minister  Kiichi  Miyazawa.  Although  he 
is  a  former  Finance  Minister  and  long- 
standing Keynesian  believer  in  fiscal 
stimulus,  the  politically  weak  Prime 
Minister  so  far  seems  powerless  to 
halt  the  economic  decline  and  restore 


FIVE  MYTHS  THAT  ARE 
FAPIHG  FAST 

►  World  markets  will  collapse  if  the 
Nikkei  falls  below  20,000 

►  Japan's  global  acquisition  drive  is 
unstoppable 

►  Omnipotent  bureaucrats  run  a 
fail-safe  economy 

►  Japan  Inc.  has  endless  access  to 
cheap  money 

►  Japanese  companies  care  only 
about  market  share 


confidence  in  the  stock  market. 

Miyazawa's  latest  budget,  unveiled 
Apr.  1,  does  little  more  than  front-load 
$28  billion  in  previously  scheduled  pub- 
lic-works spending  into  the  first  half  of 
the  new  fiscal  year.  Now,  Miyazawa 
and  other  Liberal  Democratic  Party 
leaders  are  struggling  to  draw  up  a 
supplementary  budget  that  could  inject 
$38  billion  more  in  public-works  spend- 
ing later  this  year.  But  that  may  be 
"too  little,  too  late,"  says  econo- 
mist Kosai. 

PRESSURE.  The  government's  halfheart- 
ed approach  is  also  drawing  complaints 
from  members  of  the  Group  of  Seven. 
The  organization  is  likely  to  pressure 
Tokyo  for  more  domestic  spending 
when  it  meets  in  Washington  on  Apr. 
25.  The  G-7  is  already  troubled  that 
Japan's  rapid  pullback  from  interna- 
tional lending  and  investing  may  fur- 
ther dampen  a  global  economy  already 
flirting  with  recession. 

But  one  reason  for  Miyazawa's  dal- 
lying is  the  relative  lack  of  domestic 
political  pressure  to  do  more.  "Reces- 


sion  isn't  really  an  issue  for  my  coni 
stituents,  because  nobody  is  worrie'i 
about  their  job,"  says  Kazuo  Aichi,  £ 
prominent  LDP  member  of  the  Diet 
Many  Japanese  are  even  pleased  tha 
tumbling  real  estate  prices  may  mak( 
home  ownership  possible  again. 

Some  observers  expect  a  stream 
lined  Japan  to  emerge  stronger  thar 
ever  after  working  through  its  current 
'crisis.  That  may  be.  For  Japan  to  gei 
its  house  fully  in  order,  however,  wil 
require  hard  decisions  that  Japanese 
leaders  have  been  avoiding  for  years 
Rezoning  agricultural  land  around  cit 
ies  would  free  up  space  for  housing] 
That  might  also  help  open  Japan' 
closed  rice  market.  And  encouragin 
personal  consumption  could  reduce  re 
liance  on  exports 

Many  are  also  urging  Japan  to  liber 
alize  rules  in  its  lethargic  bond  marke 
to  help  corporations  reliquefy  theii 
balance  sheets.  Deregulating  agricul 
ture,  retailing,  and  wholesaling  woulc 
also  free  workers  for  more  productive  arem 
work.  Efft.  k 

Some  of  ihese  concerns  might  evap  siii, 
orate  if  the  stock  market  and  econontj  tcwi 
defy  the  skeptics  and  begin  to  recovei 
soon.  Even  so,  the  country  is  entering 
a  new  era.  "We're  returning  to  a  peri- 
od of  common-sense  management,' 
says  Citizen's  Nakajima.  Indeed,  the 
stock  market  crash  appears  to  have  laeiMi 
taught  Japan  a  lesson.  No  longer  car  teotivei 
it  count  on  easy  money  to  dominati 
the  world  of  commerce.  Japan  will  re 
main  a  tough  competitor.  But 
here  on  in,  it  will  compete  more  like 
the  rest  of  the  pack. 

By  Robert  Neff,  with  Ted  Holden  ly 
Tokyo  and  Zachary  Schiller  in  Cleveland  itsider; 
Paul  Magnusson  in  Waslmigton,  Jonathay  sfc's 
B.  Leviyie  in  Paris,  and  William  Glasgal  jeei^j 
in  New  York  tMK 
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THE  MAN  WHO  SAID 
'THE  BUBBLE 
HAS  BURST!' 


Tetsuo  Tsukimura  set  himself 
apart  from  Tokyo's  pack  of  mar- 
ket economists  back  in  February, 
1990,  when  the  Nikkei  stock  average 
slid  127  in  20  days.  "The  bubble  has 
burst,"  declared  the  then-obscure  econ- 
omist. But  his  rivals  just  scoffed. 

Today,  Tsukimura,  chief  economist 
at  Smith  Barney,  Harris  Upham  Inter- 
national Inc.,  is  a  sage.  A  growing 
number  of  market-watchers  consider 
him  the  most  consistent  oracle  of  Ja- 
pan's two-year  financial  free-fall. 
Yet  Tsukimura,  41,  rejects  any  Doc- 


tor Doom  sobriquet.  "I'm  not  weird. 
I'm  very  normal,"  he  says.  He  graduat- 
ed from  Tokyo's  Waseda  University, 
and  during  a  14-year  stint  at  Dai-Ichi 
Kangyo  Bank  Ltd.  picked  up  an  MBA 
from  the  Wharton  School.  In  1986, 
Smith  Barney  recruited  him  as  its  sole 
Tokyo  economist.  Smith  Barney  Vice- 
Chairman  Jeffrey  B. 
Lane  admits  that  Tsu- 
kimura's  bearishness 
has  cost  business: 
"But  he  was  doing 
what  he  was  paid  to 
do.  His  reputation  is 
growing  rapidly  as, 
unfortunately,  his 
forecasts  turn  out  to 
be  correct." 

Tsukimura  chalks 
up  his  success  to  hard 
work   and  indepen- 
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dence  of  mind.  "I'm  probably  one  of 
the  few  who  look  at  every  statistic  that 
comes  out  on  each  day,"  he  says.  He 
sees  a  "paradigm  shift"  occurring  in 
Corporate  Japan,  away  from  market- 
share  expansionism  and  into  a  "melt- 
down" in  cross-shareholdings. 
Tsukimura  sees  more  gloom  ahead: 
an  0.87'  drop  in  gross 
national  product  this 
year.  Clients  say  he 
thinks  the  Nikkei 
could  fall  to  6,000.  "I 
know  the  market  v/ill 
go  down  further,  but  I 
don't  want  to  say  how 
far  because  it  would 
have  a  big  impact,"  he 
says.  Anyone  scoffing 
now? 

By  Robert  Neff  in 
Tokyo 
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TOSHIBA:  RETHINKING 
THE  WAY  IT  DOES  BUSINESS 


ike  other  blue  chips,  it  pares  costs  and  cuts  deals  with  rivals 


As  the  recession  hov- 
ers over  Japan,  few 
have  taken  a  worse 
beating  than  Toshiba 
Corp.,  one  of  the 
world's  biggest  mak- 
ers of  computer  chips, 
ne  apphances,  and  heavy  machinery, 
profits  fell  58%  last  year,  to  $827 
lion,  and  may  not  recover  much  in 
'2.  Its  stock  is  in  the  doghouse,  its 
eo  machines  are  gathering  dust,  and 
are  many  of  its  famous  laptop  com- 
ers. Admits  Shigeru 
ai,  general  manager 
corporate  pUmning: 
le  recession's  having 
ignificant  impact." 
ust  as  it  is  across 
■porate  Japan,  the 
•rent  economic  cy- 
rie  is  forcing  Toshiba 
icutives  into  a  flurry 
change.  They're  gird- 
for  the  rest  of  the 
ade  and  rethinking 
estment  and  export 
ategies,  product  cy- 
and  ventures  with 
:siders.  But  given 
ihiba's  top-notch  en- 
eers  and  world-class 
:tories  around  the 
ibe,  it's  likely  to 
erge  stronger  once 
recession  is  over, 
''or    now,  though 


Works,  a  giant  laptop  facility  two  hours 
west  of  Tokyo,  flexible  assembly  lines 
crank  out  a  dozen  new  models  every 
year.  But  with  flagging  demand  for 
such  products,  it  will  be  harder  for 
Toshiba  to  justify  the  development  costs. 

As  a  result,  'Toshiba  finds  itself  cut- 
ting more  and  more  deals  with  rivals 
around  the  world.  To  avoid  both  trade 
friction  and  currency  swings,  Toshiba  al- 
ready builds  PCs,  medical  equipment, 
motors,  chips,  and  TV  tubes  in  the  U.  S. 
And  it  has  enlisted  a  slew  of  powerful 


gineer  who  now  heads  the  venture. 

Such  compromises  may  be  a  sign  of 
vulnerability.  But  Toshiba  is  still  an  en- 
gineering powerhouse.  For  one  thing, 
not  all  of  the  company's  wide-ranging 
product  sectors  have  been  hit  equally 
hard.  At  the  same  time  that  it  tightens 
belts  in  chips  and  consumer  electronics, 
for  example,  Toshiba  is  beefing  up  pro- 
duction in  heavy  electrical  equipment 
and  energy  systems,  which  brought  in 
$7  billion  in  revenues  last  year.  Sure,  a 
decade  of  frenzied  investment  has 
socked  Toshiba  with  hefty  bills.  But  it 
also  produced  a  network  of  offshore  fac- 
tories and  new  products  for  when  the 
world  starts  spending  again. 
CUSHIONING.  Even  in  the  glutted  semi- 
conductor business,  Toshiba  is  hanging 
tough.  Chipmaking  may  never  again 
yield  the  same  high  margins  Toshiba 
and  others  saw  in  the  late  1980s.  Still, 
analysts  predict  a  gradual  recovery  by 
yearend,  pulled  by  growing  demand  in 
the  U.  S.  for  PCs. 
Toshiba  has  outspent 
most  of  its  rivals  over 
the  past  two  years  to 
boost  production  for 
memory  chips  that 
store  4  million  bits  of 
data.  Now,  the  company 
will  reap  the  biggest  re- 
wards even  in  a  modest 


FINE-TUNING 


TOSHIBA  ISN'T  SKIMPING  ON  DEVELOPING 
NEW  PRODUCTS  SUCH  AS  HDTV 


?hiba  is  retrenching.  The  giant  is  trim- 
ig  capital  spending,  expected  to  drop 
'o  this  year,  to  $1.4  billion.  It's  a  move 
,t  could  injure  the  company's  position 
markets  two  years  down  the  road, 
ivel  and  overtime  budgets  have  al- 
,dy  been  slashed.  U.  S.  companies 
;h  as  AST  Research  Inc.  and  Dell  Com- 
ber Corp.  have  cut  into  Toshiba's 
ire  of  America's  laptop  market,  and 
ath  Korea's  Samsung  Electronics 
rp.  is  the  top  seller  of  4-megabit 
AMs  in  the  U.  S.,  an  important  ceg- 
nt  for  Toshiba. 

VGGING  DEMAND.  More  troubling, 
shiba  could  be  forced  to  reconsider  its 
takneck  race  for  product  develop- 
nt — something  that  rivals  Sony  Corp. 
]  Matsushita  Electric  Industrial  Co. 
/e  already  begun.  At  Toshiba's  Ome 


partners.  For  years,  it  has  been  swap- 
ping valuable  semiconductor  knowhow 
with  Motorola  Inc.  at  a  jointly  owned 
plant  in  northern  Japan.  A  year  ago,  it 
started  building  flat-panel  displays  in  a 
joint  venture  with  IBM.  Other  partners 
include  General  Electric  Co.,  Siemens, 
and  Time  Warner  Inc. 

These  strategic  alliances  come  with  a 
steep  competitive  price  tag.  By  working 
with  IBM  to  make  color  liquid-crystal  dis- 
plays, Toshiba  cuts  some  of  its  develop- 
rnent  costs  and  can  lock  in  Big  Blue — 
the  world's  biggest  PC  maker — as  a  cus- 
tomer. But  the  deal  also  involves  a  mas- 
sive transfer  of  Toshiba's  flat-panel  ex- 
pertise into  the  partnership,  and 
indirectly,  to  IBM.  "There's  been  a  con- 
tinuous flow  of  technology,"  says  Koichi 
Ogura,  a  former  Toshiba  production  en- 


upturn. 

So  Toshiba  has  cush- 
ioned itself  against 
more  painful  measures. 
Nobody  familiar  with 
the  company  anticipates 
serious  disruption  of  its 
keiretsu  structure,  for 
example,  although  some 
small  suppliers  at  the 
fringes  may  go  under 
or  consolidate.  Nor  is 
the  company  likely  to 
scale  back  product  in- 
novation significantly,  although  it 
may  stretch  out  some  consumer-product 
cycles. 

And  even  with  the  announced  cut- 
backs in  capital  spending,  research  and 
development  budgets — allocated  as  a 
fixed  percentage  of  revenues — won't 
shrink  unless  there's  a  drastic  drop  in 
sales,  which  few  analysts  foresee.  For 
the  immediate  future,  'Toshiba  will  go  on 
plowing  money  into  high-definition  TV, 
liquid-crystal  displays,  next-generation 
batteries,  and  high-risk  fields  such  as 
warm-temperature  superconductors,  ac- 
cording to  corporate  planner  Usui. 
"We'll  continue  to  take  a  long-term  per- 
spective." There's  no  danger  of  Toshiba 
losing  its  way,  but  there's  a  difficult 
patch  to  get  through  first. 

By  Neil  Gross  in  Tokyo 
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UNREAL  ESTATE 


IN  THE  U.S.,  WHERE  THEY'VE  FINANCED  HIGH-PROFILE  DEALS  LIKE  PEBBLE  BEACH,  JAPANESE 
BANKS  ACCOUNT  FOR  16%  OF  ALL  COMMERCIAL  AND  INDUSTRIAL  LOANS 


per 

bank  failure  to  wipe  out  those  reserves  goven 
"Bad  loans  are  still  going  to  increas<  ^Sam 
considerably  for  everyone,  including  us,'  honsti 
says  Kenji  Mizutani,  chief  economist  ai 
Tokai  Bank  Ltd.  The  mood  is  getting  sc 
bleak  at  small  regional  banks  that  it  has 
set  off  a  wave  of  mergers. 

As  the  squeeze  intensifies,  Japanes( 
bureaucrats  are  finally  realizing  tha'  [jg  ijj 
they  will  have  to  take  drastic  action 
Some  bankers  favor  additional  interest  n 
rate  cuts  by  the  Bank  of  Japan.  Tha' 
would  help  borrowers  recover,  curl 
bankruptcies,  and  improve  bank  loar 
portfolios.  But  for  now.  Bank  of  Japa: 
governor  Yasushi  Mieno  insists  ther( 
won't  be  another  reduction 

Besides,  another  rate  cut  won't  ad 
dress  the  basic  problems  plaguing  Ja 
pan's  archaic  financial  system.  Even  th( 
regulators,  who  have  resisted  majoi 
changes,  are  coming  to  the  conclusior 
that  it's  time  for  an  overhaul.  As  long  as 
the  market  was  soaring,  they  could  keej 
interest  rates  down  and  capital  costs 
low,  at  the  expense  of  depositors,  whc 
lost  out  on  an  estimated  $237  billion  t( 
$378  billion  over  the  last  decade,  accord 
ing  to  a  U.  S.  government  study.  But  as 
the  market  drops,  pressures  are  building 
to  speed  up  deregulation  and,  ultimately 
bring  Japan's  system  more  in  sync  wit? 
the  rest  of  the  world 
Without  government  help,  the  banks 


A  light  drizzle  washed 
the  blossoms  from  the 
cherry  trees  outside 
the  Tokyo  Stock  Ex- 
change. But  inside,  a 
storm  was  raging.  The 
market  plunged  764 
points  on  Apr.  1,  even  after  Japan's  bu- 
reaucrats announced  lower  interest 
rates  and  an  economic  stimulus  package. 
Fund  managers  flooded  the  exchange 
with  sell  orders  and  bank  stocks  plum- 
meted to  new  lows.  Many  stocks  didn't 
even  trade,  for  lack  of  buyers.  Unable  to 
explain  the  sell-off,  one  mystified  Fi- 
nance Ministry  official  implored  inves- 
tors to  "be  confident  and  cheer  up." 

What  has  happened  to  the  invincible 
Japanese  financial  system,  the  driving 
force  behind  the  country's  economic  mir- 
acle? For  decades,  the  banks  and  stock 
market  provided  the  fuel  that  made  the 
Tokyo  engine  hum  so  smoothly.  Japan's 
banks  are  at  the  center  of  its  vaunted 
keiretsu  system,  pumping  in  cash  to  fi- 
nance the  robust  growth  that  has  made 
Japan  a  global  powerhouse.  From  no- 
where, they  emerged  as  world  titans — 7 
of  the  world's  10  biggest  banks  now  are 
Japanese.  They  have  extended  their 
reach  around  the  world,  financing  every- 
thing from  golf  courses  at  Pebble  Beach 
and  office  towers  in  Manhattan  to  auto 
plants  in  Thailand. 


But  now,  Japanese  banks  are  in  re- 
treat. While  the  market  crash  may  not 
add  up  to  a  fiasco  on  the  scale  of  the 
U.  S.  savings  and  loan  crisis,  it  has  creat- 
ed tremendous  doubt  about  the  stability 
of  Japan's  financial  system.  The  crash  is 
wiping  out  banks'  capital  just  as  bad 
loans  are  piling  up.  If  the  Nikkei  stays 
down,  "banks  will  be  forced  to  reduce 
loans,"  says  Yukihiro  Fujiwara,  senior 
managing  director  at  Sanwa  Bank  Ltd. 
"It  will  be  extremely  difficult  to 
expand." 

According  to  a  confidential  Bank  of 
Japan  report  leaked  in  early  April  to  the 
local  press,  Japan's  banks  are  holding 
$215  billion  in  bad  debts,  or  57^  of  all 
loans.  More  than  two-thirds  of  the  bad 
debt  is  carried  by  Japan's  top  21  banks. 
The  biggest  deadbeats  are  Japan's  prop- 
erty developers.  Some  70%  of  them  are 
no  longer  paying  interest  on  their  loans. 
OVERHAUL  TIME.  The  red  ink  is  every- 
where. Analysts  say  that  87f  of  borrow- 
ers from  Japan's  third-largest  long-term 
lender,  Nippon  Credit  Bank  Ltd.,  are  not 
paying  interest  on  loans.  Hanwa  Bank 
Ltd.  has  30%  of  its  loans  tied  up  in  Osa- 
ka real  estate,  where  prices  have  fallen 
40%  in  the  last  year  alone.  Osaka  Bank 
is  also  struggling  to  rescue  two  nonbank 
affiliates  that  are  drowning  in  bad  debt. 
And  with  a  $6  billion  government  depos- 
it-insurance fund,  it  would  take  only  one 
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1  be  forced  to  lij^hten  credit  further 
1  sell  off  assets.  Sitting  on  billions  in 
erves,  such  giants  as  Hitachi, 
;hiba,  and  Toyota  can  afford  to  ride 

a  potential  lending  crisis.  But  an  ex- 
tive  at  Tokyo-based  Nisshin  Fudosan, 
eal  estate  company,  says  banks  have 

lending  to  them  by  around  50'^ .  "In 

past,  one  bank  would  supply  all  the 
ds  for  several  projects,"  he  says. 
3W,  we  must  go  to  several  different 
iks  for  each  project."  Many  are  cut 

altogether.  Bankruptcies  jumped 
%,  to  $55.6  billion,  in 

year  ended  Mar.  31. 
apan's  financial  cri- 
is  being  felt  around 

world.  Some  40%  of 
lanese  bank  assets 

overseas.  The  banks 
ount  for  a  stagger- 

$2  trillion  in  interna- 
lal  bank  loans,  40% 
ill  global  lending.  In 

U.  S.  alone,  they  ac- 
nt  for  16%  of  all 
imercial  and  indus- 
1  loans — and  85%  of 
h  loans  in  California, 
ne  analysts  worry 
t  the  banks  will  have 
repatriate  money  to 
er  losses  and  beef 

capital  levels.  "The 
iest  way  to  cut  the 
1  portfolio  is  by  cut- 
r  overseas  lending," 
s  Sanwa's  Fujiwara. 
AONSTER.  The  reach 
Japan's  banks  goes 
beyond  lending. 
5y  became  major 
irantors  of  U.  S.  mu- 
pal  bond  issues,  en- 
ing  large  and  even 
ill  towns  to  obtain 
A  ratings  and  cheap- 
funds.  But  now  that 
ny  banks  are  being 
ungraded,  the  value 
many  Japanese- 
ked  municipal  obli- 
ions  held  by  U.  S. 
tual  funds  and  other 
Bstors  could  be  in 
aardy. 

'he  banks'  problems 
rted  when  Japan's  bureaucrats  decid- 
to  squeeze  out  excesses  in  the  real 
ite  and  stock  markets  in  the  late 
Os,  when  prices  reached  astronomical 
sis.  To  wring  out  speculators,  the 
ik  of  Japan  tightened  credit.  Yes,  the 
h-flyers  went  under.  Yes,  land  prices 
pped  13%,  to  the  delight  of  new-home 
'ers.  But  the  squeeze  took  on  a  life 
its  own,  and  even  Japan's  best  and 
ghtest  couldn't  stop  the  Nikkei's 
e-fall. 

Jo  bank  is  immune  from  the  turmoil. 


Take  Sumitomo,  the  world's  third-larg- 
est bank.  On  Apr.  9,  indicted  stock  spec- 
ulator Mitsuhiro  Kotani  declared  person- 
al bankruptcy — the  second-largest  ever 
in  Japan — saddling  Sumitomo  and  others 
with  debts  of  $907  million.  Of  all  the 
Japanese  banks,  Sumitomo  has  the  most 
exposure  to  the  Reichmanns'  ailing 
Olympia  &  York  Developments  Ltd. 
(page  89),  with  loans  adding  up  to  $300 
million. 

Some  banks  are  already  falling  short 
of   minimum-capital   standards  (table). 


JAPAN'S 

BANKING  TITANS 
ARE  LIMPING 

As  the  Nikkei  plunges,  capital 
ratios  are  entering  a  danger  zone 
of  less  than  8%* 


Assets  $428.4  billion 

Nikkei  danger  zone  15,974 

Rocked  by  o  major  loan 
scandal  last  year 


Assets  $445.6  billion 

Nikkei  danger  zone  18,611 

Still  under  profit  pressure 
after  merger  tv,'0  years  ago 


I  Assets  $463.0  billion 

Nikkei  danger  zone  1 5,624 
Bad  overseas  loans  to 
Olympia  &  York  and  others 


MINIMUM  1 993  RATIO  OF  ttPITAl  TO  TOTAL  ASSETS  AS  SET  BY  THE  BANK  FOR  INTERNATIONAL 
SETTLEMENTS  INCLUDES  45%  OF  UNREALIZED  GAINS  ON  CORPORATE  SHAREHOLDINGS 


Under  global  rules  taking  effect  next 
year,  the  Bank  for  International  Settle- 
ments will  allow  Japanese  lenders  to 
count  45%'  of  their  unrealized  gains  on 
stocks  as  capital.  Since  September,  the 
market  crash  has  slashed  such  reserves 
at  11  major  banks  by  half,  to  $85  billion. 
And  if  the  Nikkei  sinks  to  11,570,  all  of  it 
will  be  gone,  says  Linda  Daquil,  senior 
analyst  at  UBS  Phillips  &  Drew  Interna- 
tional Ltd.  That  would  force  banks  to 
freeze  lending  and  call  in  domestic  and 
overseas  loans. 


Trouble  like  that  may  force  the  Japa- 
nese to  press  the  Group  of  Seven  indus- 
trial nations  to  keep  the  BIS  standard  at 
its  current  interim  level  of  7.25%,  which 
they  now  meet.  "If  the  gun  is  pointed  at 
Japan's  head  and  it  looks  like  the  bullet 
is  going  to  ricochet  and  hit  your  markets 
if  you  pull  the  trigger,  then  you  will 
think  twice,"  says  J.  Brian  Waterhouse, 
an  analyst  at  James  Capel  Pacific  Ltd.  in 
Tokyo. 

'NO  TRUST.'  In  the  past,  the  Finance  Min- 
istry always  stepped  in  to  save  the  day. 

It  would  ask  securities 
firms  to  come  up  with 
ideas  to  support  the 
market  during  weak  pe- 
riods. But  after  last 
summer's  securities 
scandal,  the  Ministry  is 
at  pains  to  avoid  giving 
the  impression  it's  try- 
ing to  help  the  brokers 
or  manipulate  the  stock 
market.  In  fact,  the  two 
groups  are  barely  on 
speaking  terms.  "There 
is  absolutely  no  trust 
between  us  anymore," 
grumbles  a  top  execu- 
tive at  one  of  the  big- 
gest brokers. 

Bad  chemistry  aside, 
worried  Finance  offi- 
cials are  considering 
dramatic  moves.  For  a 
start,  they  may  force 
banks  to  open  their 
books  to  disclose  the  ex- 
tent of  their  bad  loans. 
Momentum  is  also 
growing  to  create  a  sec- 
ondary market,  in 
which  banks  convert 
their  loans  to  securities 
and  then  sell  them  to  in- 
surance companies  and 
pension  funds.  That 
would  allow  the  banks 
to  trim  their  assets. 

Until  now,  the  regula- 
tors have  held  back  on 
such  radical  reforms, 
partly  for  fear  that  it 
would  open  the  door  to 
more  experienced  out- 
siders. When  Japan 
started  trading  in  stock  index  futures  in 
1988,  U.  S.  firms  such  as  Salomon  Broth- 
ers Asia  Ltd.  and  Morgan  Stanley  Japan 
Ltd.  quickly  dominated  the  business. 

The  most  reassuring  note  of  all  is  that 
the  Japanese  have  not  allowed  a  bank  to 
fail  since  World  War  II.  They  place  the 
utmost  "priority  on  the  stability  of  the 
system,"  says  Daquil.  In  these  troubled 
days  in  Japan,  the  stability  couldn't 
come  fast  enough. 

By  Ted  Holden  in  Tokyo,  with  Joyce 
Bamathan  in  New  York 


DATA;  IBCALTD,  COMPANY  REPORTS 
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HOW  CAN  YOU  CALL  THIS 
A  RECESSION?' 


With  jobs  and  savings  secure,  few  Japanese  are  feeling  the  pinch 


The  tiny  bar  beside  a 
Route  246  exit  ramp  in 
Tokyo  resembles  a 
Japanese  version  of 
the  TV  series  Cheers. 
Neighborhood  regulars 
dropping  in  for  grilled 
seafood  or  a  cup  of  sake  are  greeted 
from  behind  the  counter  by  Miyoji 
Odagiri  or  his  son  Yukio,  who  serves  up 
bamboo-shoot  appetizers.  On  a  recent 
evening,  the  talk  shifts  from  baseball  to 
skiing  to  Jodie  Foster,  turning  to  the 
economy  only  briefly.  "Recession?" 
blurts  one  patron,  an  office  manager  in 
his  late  30s.  "The  bubble  has 
burst,  that's  for  sure,  but  how 
can  you  call  this  a  recession?" 

Well,  you  can't.  Economic 
growth  is  flat,  corporate  prof- 
its are  plunging,  and  the 
stock  market  is  a  disaster. 
But  Japanese  consumers, 
whose  spending  accounts  for 
60%  of  the  economy,  have 
hardly  noticed.  Unlike  what's 
happening  in  the  U.  S.,  there 
are  no  layoffs,  let  alone 
breadlines.  Sure,  consumption 
is  somewhat  less  conspicuous. 
But  like  Yoko  Totani,  a  col- 
lege teacher  from  Omiya,  just 
north  of  Tokyo,  many  wonder 
what  all  the  fuss  is  about.  "It 
doesn't  touch  my  life  at  all," 
she  says. 

One  reason  is  that  few  peo- 
ple are  directly  exposed  to  the 
crashing  stock  market.  A 
Bank  of  Japan  survey  shows 


now  they're  collecting,"  says  Chiharu 
Shima,  an  economist  with  UBS  Phillips  & 
Drew  International. 

Look  around.  It's  easier  nowadays  to 
get  a  cab  home  from  the  Roppongi  en- 
tertainment district  on  Saturday  nights, 
but  that's  partly  because  the  scene  has 
shifted  to  waterfront  discos.  There,  Juli- 
ana's packs  in  up  to  3,000  gyrating  danc- 
ers, 50%  beyond  capacity.  Expense-ac- 
count bars  and  French  restaurants  in 
the  Ginza  have  clearly  suffered,  as  bean 
counters  snip  corporate  credit  cards.  But 
in  spots  where  people  spend  their  own 
money,  such  as  Italian  restaurant  La 


That's  not  to  say  everything  is  hun 
ming  as  smoothly  as  an  Infiniti  enginijj 
There  will  be  dislocations  as  temporarS 
workers  in  the  auto  and  other  Industrie 
are  let  go.  Foreign  laborers,  anothf 
cushion,  are  being  turned  away.  An 
small  suppliers  are  getting  squeezed  s 
clients  lean  on  them  to  cut  costs. 
VALUE  SHOPPING.  With  all  the  gloom 
business  news,  consumers  are  gettin 
nervous  about  tossing  money  arounil 
"It's  a  confidence  problem  more  than  a 
economic  one,"  says  UBS's  Shima.  A  ke 
weakness  is  auto  sales,  which  droppe 
3.8%'  in  1991  after  10  years  of  growth 

Even  on  a  weekday  afternoon,  th 
shops  in  the  Shinjuku  district  ai 
jammed  with  patrons,  defying  repor 
that  Tokyo  department-store  sales  ai 
down  a  stunning  8%-  so  far  this  yea 
Instead  of  snapping  up  whatever  is  i 
the  fashion  magazines,  regardless  c 
price,  "customers  are  getting  more  cle^ 
er  about  shopping,"  says  Hajime  Say; 
who  is  a  general  manager  at  Isetan  d' 
partment  store.  "They  still  demand  qua 


PARTY  TIME 


VOGUEING  IN  A  TOKYO  DISCO:  DANCERS  FILL  THE  POPULAR  NIGHT 
SPOTS  ALONG  THE  WATERFRONT  TO  CAPACITY— AND  BEYOND 


that  only  11%  of  household  savings  last 
year  was  tied  up  in  stocks,  with  more 
than  three-quarters  parked  in  time  de- 
posits in  banks. 

TENNIS,  ANYONE?  More  important,  the 
mayhem  in  the  Kabuto-cho — the  stock 
market  district — hasn't  spread  to  the 
masses  because  of  the  social  contract 
between  Corporate  Japan  and  its  full- 
time  employees.  As  a  reward  for  holding 
dowri  wage  demands  in  good  times, 
worke;  s  know  their  jobs  are  safe  even  in 
tough  vimes.  Unemployment  is  a  mere 
2%.  Wage-rate  growth  slowed  to  4.8% 
this  year  But  with  inflation  a  low  2fo, 
employees  .still  end  up  with  fatter  pay- 
checks. "They  paid  a  security  fee,  and 


Corsica  in  Ebisu,  it's  business  as  usual. 

Such  extravagances  as  Japan's  notori- 
ous million-dollar  golf  memberships  are 
nearly  history.  But  at  the  Greenwood 
Tennis  School  on  the  southern  edge  of 
Tokyo,  where  residents  take  eight  weeks 
of  lessons  for  $190,  enrollment  is  at  200 
and  rising.  Says  instructor  Hiroshi 
Tabuchi:  "We  cater  to  average  people, 
so  times  are  good  for  us."  One  of  them, 
an  office  worker  in  her  20s,  agrees.  She 
took  ski  trips  until  the  snow  melted  and 
is  now  hunting  for  beach  venues.  The 
Japan  Travel  Bureau  predicts  a  record 
12  million  Japanese  will  go  overseas  this 
year,  some  410,000  in  next  month's  Gold- 
en Week  holiday  period  alone. 


ity,  but  they're  conscious  of  price,  too. 

Another  reason  for  sluggish  sales:  A 
ter  a  half-decade-long  spending  spre( 
some  people  are  realizing  that  "the 
bought  enough  for  a  while,"  points  oi 
Hiroshi  Sekizawa,  executive  director 
the  Hakuhodo  Institute  of  Life  &  Living 
a  think  tank.  "How  many  big-screen  TV 
does  a  person  need?" 

Many  people  agree  with  that  offic 
manager  in  Odagiri's  bar.  "We  Japanes 
work  hard,  so  we'll  always  be  able  to  et 
and  keep  a  roof  over  our  heads,"  h 
says.  Indeed,  a  Japan-style  recession 
nothing  like  what  Americans  have  struj 
gled  through.  At  least  not  yet. 

By  Karen  Lowry  Miller  in  Toky 


COVER  ST( 


"To  me,  all  these  advances 
in  personal  computing  are 
meaningless  unless  they  make 
my  job  easier.  Period." 


Whether  you're  respon- 
sible for  5,000  desktop 
computers  or  just  the 
one  in  front  of  you,  all  the  PC 
power  in  the  world  doesn't  really 
matter  if  you  can  t  figure  out  how 
to  make  it  work  for  you. 

At  Microsoft,  we've  always 
felt  the  personal  computer  should 
be  just  that  -  personal.  There's  lit- 
tle use  in  technology  racing  ahead 
if  it  leaves  people  behind. 

That's  why  we  never  stop 
working  at  making  your  basic  com- 
puting tasks  easier  And  making 
the  more  complex  tasks  easier,  too. 

And  that's  why  you'll  see 
this  commitment  reflected  in  the 
three  new  words  next  to  our  name: 

Making  it  easier 

Products  that  are  productive. 

Like  the  industrial  revolu- 
tion, the  PC  revolution  has  changed 
the  way  people  work  and  the  way 
people  live.  In  1985,  we  set  out  to 
smooth  the  way  with  the  Microsoft 
Wmdows" 
graphical 
iii^C^'  environment. 
Graphical  comput- 
ing in  Wmdows  has 
proven  to  be  an  eas- 
ier, more  intuitive  way  for  people  to 
get  all  of  their  work  done  -  more  so 
than  typing  the  /c  command. 


With  Windows, 
you  can  point  and  dick 
to  do  your  work. 


You  no  longer  have  to  mem- 
orize a  cumbersome  chain  of  com- 
mands or  a  dictionary-sized  man- 
ual to  get  work  done. 

Now  you  can  simply  point 
and  click  to  change  fonts,  add  col- 
umns of  numbers,  reformat  docu- 
ments and  more. 

Today  there  are  thousands 
of  applications  for  Wmdows  that 


Wc  listen  toyim  -  on  theplwm.  in  letters, 
at  trade  shows  -so  we  know  how  to  make  the 
computinn  tasks  you  do  most  often  easier 

you  can  do  this  with,  including 
Microsoft  Word  for  Wmdows  and 
Microsoft  Excel  for  Wmdows. 

And  because  all  Wmdows- 
based  applications  have  a  common 
interface,  once  you've  learned  one, 
you're  well  on  your  way  to  knowing 
the  next.  And  the  next. 

The  result?  People  can  do 
more,  faster  For  businesses,  that 
means  a  better  return  on  hardware 
and  software  investments,  in  the 
form  of  greater  productivity  and  a 
lower  learning  curve. 

Are  we  there  yet? 

Computers  have  certainly 
gotten  easier  for  people  to  use  in 


MICROSOFT 
WINDOWS 


the  last  10  years.That  doesn't  mean 
they  can't  be  easier  still. 

That's  why  we  test  applica- 
tions in  development 
at  the  Microsoft  Usa- 
bility Labs  -  to  make 
certain  that  new  fea- 
tures are  not  only  use- 
fiil,  but  very  usable. 

This  has  produced  innova- 
tions like  the  Toolbar,  which  auto- 
mates your  most  frequently  done 
tasks,  and  Wizards,  step-by-step 
guides  that  let  you  accomplish  work 
even  while  you're  learning. 

Soon,  you'll  be  able  to  sit 
down  at  any  computer,  anywhere, 
and  get  the  information  you  need. 
And  make  the  changes  you  need. 
And  get  the  results  right  away  No 
matter  what  application  you're  in. 

Because  our  aim  is  to  make 
computers  every  bit  as  simple  and 
reflexive  to  operate  as  your  TV  or 
car  or  phone. 

And  that's  why,  when  we  say 
"Making  it  easier,"  we're  not  just  talk- 
ing about  making  your  work  easier 

We're  talking  about  making 
your  job  easier  And  your  life. 


Could  computing  be  easier  at  your 
company? Call  (800)  992-3675,  Dept.  A53, 
and  we'll  send  you  a  free  brochure  about 
applications  for  Wmdows. 


MidQSoft 

Making  it  easier 
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locial  Issues 


SOUTH  AFRICA  I 


DOING  THE  RIGHT  THING 
IN  SOUTH  AFRICA? 


Some  U.S.  companies  are  rushing  back — with  social  aid 


As  a  young  black  grow- 
ing-  up  in  the  white- 
dominated  world  of  Jo- 
hannesburg, Ella  Kungoane 
had  little  hope  of  realizing  her 
dream  of  a  computer  career. 
There  were  precious  few 
South  African  high-tech  com- 
panies and  even  fewer  breaks 
for  blacks.  But  things  are  look- 
ing up  for  Kungoane.  Micro- 
soft Corp.,  which  announced 
its  plans  to  return  to  South  Af- 
rica in  January,  has  brought 
the  30-year-old  college  gradu- 
ate to  its  Redmond  (Wash.) 
head(]uarters  to  train  her  for  a 
job  in  South  Africa's  emerging 
software  industry.  Says  Kun- 
goane: "Blacks  were  never  al- 
lowed to  get  this  far  hack 
home." 

Microsoft  isn't  alone.  For 
some  60  U.  S.  companies,  a 
prime  topic  at  this  spring's  an- 
nual meetings  will  be  reinvest- 
ing in  South  Africa.  In  many 
ways,  the  climate  seems  favorable:  Afri- 
can National  Congress  President  Nelson 
Mandela,  once  fond  of  Marxist  bromides 
about  nationalizing  assets  and  redistrib- 
uting wealth,  now  holds  forth  on  the 
need  for  foreign  capital  and  technology 
transfers  during  elegant  dinner  parties 
with  captains  of  industry  in  the  U.  S. 
But  with  a  new  multi- 
racial government  form- 
ing, the  political  situa- 
tion is  very  complicated. 
Some  companies  are 
trying  to  cover  all 
the  bases  by  devising 
internship  programs, 
community  reinvest- 
ment efforts,  and  af- 
firmative-action plans 
along  with  their  rein- 
vestments (table). 

Along  with  Microsoft, 
companies  such  as  Lo- 
tus Development,  First 
Boston,  Citibank,  and 
Federal  Express  have 
good  reason  to  be  cau- 
tious.   Although  the 


Bush  Administration  lifted  South  Afri- 
can trade  sanctions  last  July,  roughly 
140  state  and  local  governments  in  the 
U.  S.  still  impose  restrictions,  refusing  to 
award  public  contracts  to  businesses 
with  South  African  holdings.  The  compa- 
nies manage  to  sidestep  state  and  munic- 
ipal restrictions  on  U.  S.  investment  in 


RETURNING  TO  SOUTH  AFRICA 


RECENT  INVESTMENTS  BY  U.S.  CORPORATIONS 

FIRST  BOSTON  is  leading  a  consortium  of  banks  and  investment  houses  to  conduct 
0  $500,000  training  program.  South  African  financial  executives  will  spend  six 
months  in  the  U  S,  studying  global  finance  and  other  issues  of  interest 

FEDERAL  EXPRESS  recently  signed  wWh  South  Africa's  XPS  Services  to  ship  its 
packages  into  the  market.  Also  negotiated  a  contractual  agreement  that  XPS 
hove  a  50/50  ratio  of  minority  and  white  managers  by  1  993 

MICROSOFT  has  contracted  with  South  Africa's  WorkGroup  Systems  to  distribute 
its  software.  Also  participating  in  an  internship  program,  in  which  the  company 
trains  South  Africans  at  its  headquarters  in  Redmond,  Wash. 

LOTUS  has  inked  deals  with  HNR  Computers,  a  black-owned  enterprise,  and 
Computer  Horizons,  to  distribute  its  spreadsheets  and  other  products.  Starting 
this  year,  will  invest  $350,000  annually  for  technical  training  in  depressed  areas 

DATA:  BW,  INVESTOR  RESPONSIBILITY  RESEARCH  CENTER 


South  Africa  by  investing  indirectly  with  ' 
a  local  partner.  Despite  the  crumbling  " 
apartheid  system,  companies  that  rush 
back  too  soon  are  likely  to  receive  a 
frosty  reaction  from  institutional  share- 
holders, too.  "Given  the  uncertain  politi- 
cal climate,  it's  unclear  whether  this  is 
an  idea  whose  time  has  come,"  says 
John  Schultz,  president  of  Ethical  In- 
vestments Inc.,  a  Minneapolis-based  re- 
search firm  that  tracks  socially  responsi- 
ble investing. 

STRICT  GUIDELINES.  Reinvest- 
ing is  a  political  thicket  on  the 
South  African  side  as  well. 
While  Mandela  plans  to  allow 
U.S. -owned  subsidiaries  once 
an  interim  government  is  in 
place,  he  and  other  black  lead- 
ers aren't  advocating  unbri- 
dled free  enterprise.  On  Mar. 
28,  the  Congress  of  South  Af- 
rican Trade  Unions  unveiled  a 
draft  investment  code  that 
calls  for  strict  guidelines  on 
work  conditions,  affirmative 
action,  training,  and  social  pro- 
grams. They're  nonbinding  so 
far,  but  "companies  that  aren't 
willing  to  change  are  likely  to 
have  a  hard  time,"  warns  an 
ANC  spokesman  in  Washing- 
ton. Adds  Richard  Knight,  a 
researcher  at  the  Africa  Fund, 
a  New  York-based  group  that 
monitors  U.  S.  investments  in 
South  Africa:  "It's  not  going 
to  be  enough  for  companies  to 
espouse  promises  of  trickle- 
down  benefits  for  blacks." 

The  corporations  understand  that  a  lit- 
tle social  activism  can  go  a  long  way. 
H.  J.  Heinz  Co.  hopes  to  have  a  food- 
distribution  agreement  with  a  local  part- 
ner by  yearend  and  is  likely  to  set  aside 
money  for  a  community  reinvestment 
program  before  the  deal  is  done. 

A  consortium  of  U.  S. 
banks  and  investment 
houses,  including  First 
Boston,  J.  P.  Morgan, 
Citibank,  and  Chase 
Manhattan,  has  pooled 
roughly  $500,000  to  give 
nonwhite  South  African 
executives  six-month 
U.  S.  internships  in 
global  finance  and  de- 
velopment. ANC  officials 
have  made  such  train- 
ing for  financial  execu- 
tives a  top  priority,  ac- 
cording to  Ronald  T. 
Gault,  tnanaging  direc- 
tor of  First  Boston. 

Companies  that  seem 
insensitive  to  relation- 
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This  year,  the  average 
corporate  manager 

will  spend  588  hours 
sitting  in  meetings. 

Fortunately,  this  is 
no  average  chair. 

▼ 


It's  the  Comtorto®  System  18  cliair  h\'  Haworth.  Where  elegance  meets  ergonomics. 
And  business  ptHipIe  meet  m  exceptional  comtcM  t  that  lasts  through  long  agendas.  ▼  At  Haworth, 
we  know  how  executues  realK'  work.  Because  we've  been  working  with  them  e\er\'  day  for  more 
than  forty  years,  t  Maybe  it's  time  we  met.  ▼  For  more  information  about  our  compan\'  and  our 
complete  line  of  ofiice  furniture,  call  Laura  Cramer  at  1-800-344-2500. 

HAWORTH  WORKS  FOR  BUSINESS.  HAWORTH 


THE  1991  EASTERN  AGENCY  REPORT  CARD/  ADWEEK  MAGAZINE  MARCH  23, 1992 


AC&R  ADVERTISING 


Overall  Billings  Growth:  [l<iu  ti  to 

$I7-J  7  niillinii   C 

Clients  Lost:  Ucsigned  Marshalls  ac- 
cuuiil  Lost  Simmons  creative  and  Fits- 

t.-r's  LaKcr   C 

New  Clients:  Tnu'ri  it  Country  magazine, 

FlU'lir's  D 

Growth  From  Current  Clients:  Increaseii 

atiniit        milium  or  0,9%  B- 

Creativity:  Lauder  is  elegant.  Foot 
Lin  ker  and  Foster's  are  ambitious,  hut 

<jv.'t-a!l  work  lacks  sjpark  B- 

Management  Savvy:  Two  buyhack  at 
irnipls  fizzlfi]  out,  West  Coast  office 
shultered,  executive  suite  scene  of  turn- 
over Leadership  is  missing  D 

Teacher's  Comments:  Lauder,  Foot 
I.Mckcr  and  Seiko  anchor  the  agency- 
Hut  u  ith  lau'.siuts  Hying  and  top-level 
churn  continuing,  some  relief  is  needed 

Overall  Grade: 

c 


Griffin  Bacal 


Overall  Billings  Growth:  Up  A.')'7f  to 

$17:i.S  million  B- 

Clients  Lost:  None  A+ 

New  Clients:  Tonka  Corp.,  New  York 

Nets.  Spoils  Graphics  B 

Growth  From  Current  Clients:  Down  0  9% 

<ir  $L5  miUion  C+ 

Creativity:  CBI  work  is  certainly  on 
strategy,  and  art  direction  on  Sharp  can 
be  interesting.  Otherwise,  nothing  to 

write  home  about  C+ 

Management  Savvy:  C.BI  continues  to  e.x- 
[land  lt^  client  base  beyond  Hasbro. ...  B 

Teacher's  Comments:  The  key  to  GBI's 
future  growth  may  be  beefing  up  its 
creative. 


Overall  Grade: 


B 


Messner  Vetere  Berger 
Carey  Schmeherer 


Overall  Billings  Growth:  I  p  IW:  to 

milli'.n   A+ 

Clients  Lost:  I'ergarnent,  ('ommodore  B 
New  Clients:  Volvo  (  ars  of  North  Amer 

ica.  MCI  International   A+ 

Growth  From  Current  Clients:  I  ip  ■i'-i'i ,  m 

$::.".  7  niillinn   A+ 

Creativity:  Aggressive  ails  gut-  Ml 'I  a 
lot  of  li;ing  for  the  Inick  agani-t  hig- 
spender  ATAT.  Also  protected  the 
NalVty  turf  for  Volvo  by  turning  u|>  Wn- 
hral  on  I  hat  [nes>.agf  A- 
Management  Sawy:  With  all  those  part- 
ners, the  agency  doesn't  have  an  easil;, 
definable  culture  Hut  clients  get  a  lot  o| 
attention  trom  the  top   A- 

Teacher's  Comments:  Messner  has  ar 
rived  as  an  agency. 


Overall  Grade: 


Ally  &  Gargano 


Overall  Billings  Growth:  Down  to 

$;i(M)  rnillinn  '.,.C 

Clients  Lost:  Tambrands  C+ 

New  Clients:  Weight  Watchers  Frozen 
!■  oods.  Celestial  Seasonings,  SNET 

Yellow  Pages  B 

Growth  From  Current  Clients:  Down  $8 

inilh.iTi  or  2.4%  C- 

Creativity:  Agency  between  creative  di- 
rectors for  much  of  year,  and  ho-hum 
reel  is  result.  Dunkin'  Donuts  continu 

ally  amusing  C+ 

Management  Sawy:  Agency  seemed  to 
be  unfocused  for  much  of '91   C  + 

Teacher's  Comments:  With  hire  of  Mai 
MacDougall,  agency  has  finally  set  out 
on  a  new 


Overall  Grade: 

c+ 


Laurence,  Charles, 
Free  &  Uwson 


Overall  Billings  Growth:  Cp  0  3';  to  .$2t)7 

million  B- 

Clients  Lost:  American  Home's  Jiffy 

Top,  McDonald's  co-op  work  B 

New  Clients:  Windex,  Thompson  Medical 

and  Koss  Labs  C 

Growth  From  Current  Clients:  Down  0  9*^  . 

or  $2.:l  million  C+ 

Creativity:  Some  good  work  for  Clairol 
and  Keri.  The  balance  is  basic  pack- 
aged-goods advertising  C 

Management  Sawy:  Management  still 
abides  by  time-worn  LCFL  tradition:  if 
It  ain't  broke,  don't  fix  it  B 

Teacher's  Comments:  An  agency  that's 
not  pretending  to  be  something  that  it 


Overall  Grade: 


B- 


Partners  &  Shevack 


Overall  Billings  Growth:  I  p  fi'^  to  $171  9 

million   B- 

Clients  Lost:  Newmark  &  Lewis  C 

New  Clients:  Del  Laboratories,  Intema- 
I  lonal  Women's  Apparel.  Naturistics 

and  N&M    B 

Growth  From  Current  Clients:  None  B- 

Creativity:  Steady,  well-produced  pack- 
aged-goods work,  with  occasional 
Hashes  of  style,  like  the  work  for  Major 

League  liaseball   B- 

Management  Sawy:  Top  executives  are 
making  partnership  with  Mickelberry 
wiirk  Sure  and  steady    B+ 

Teacher's  Comments:  ( ■om[)eting  well 
With  lietler  kn()wn  ageticies. 


Overall  Grade: 


B 


AMMIRATI  &  PURIS 


Overall  Billings  Growth:  Cpf.  ]^  in  .$1^50 

millii.>n  B 

Clients  Ust:  Club  Med  B 

New  Clients:  Compaq  computers,  divi- 
sion of  sterling  Drug   A 

Growth  From  Current  Clients:  I  Ip  1  ti%.,  or 

million  .'.   8 

Creativity:  BMW  creative  seemed  stuck 
in  rut  last  year,  but  ads  for  Aetna  and 
Philip's  Milk  of  Magnesia  stand  out 

from  clutter  B+ 

Management  Sawy:  No  less  than  seven 
creatives  left  the  shop  this  year,  not  a 
good  sign  for  an  agency  that  seems  to 
have  enough  blueH?hip  clients  to  keep 
creatives  happy.  What's  wrong?   B- 

Teacher's  Comments:  Despite  the  crea- 
tive turnover,  the  agency  worked  its 
Tii'W  business  magic. 

Overall  Grade: 


B 


LOWE  &  Partners 


Overall  Billings  Growth:  Billings  flat  at 

$;ili.S  million  B- 

Clients  Lost:  Johnson  &  Johnson's  Imo- 
dium A-D.  Lactaid,  Mylicon  B 

New  Clients:  None  F 

Growth  From  Current  Clients:  Down  3.1% 

or  $10  million  C 

Creativity:  TV  work  continues  to  range 
from  good  to  excellent.  Grey  Poupon  is 

standout,  and  Oral  B  is  droll  A- 

Management  Sawy:  The  agency  spent  a 
year  serving  existing  accounts  and  look- 
ing for  the  right  person  to  take  the  title 
of  president  B+ 

Teacher's  Comments:  The  agency's  goal 
is  to  be  in  the  top  five  U.S.  agencies  cre- 
atively, and  the  top  10  in  terms  of  size. 
So  far.  the  shop's  closer  creatively. 


Overall  Grade: 


B- 


SCALI,  McCABE,  SLOVES 


Overall  Billings  Growth:  Down  30'/,  to 

$1110  million  F 

Clients  Lost:  None   A+ 

New  Clients:  Aramis,  Fedders  D 

Growth  From  Current  Clients:  Up  2.8'7< .  or 

4  million   B 

Creativity:  Maybe  Frank's  just  getting 
old,  but  Perdue  ads  not  what  they  used 
to  be.  Anso  Carpet  cleverly  capitalized 
on  Persian  Gulf  war  fever.  All  things 
considered,  not  bad  work,  but  not  like 

the  good  old  days  B 

Management  Sawy:  Marvin  Sloves  was 
smart  enough  to  bring  in  Pat  Fallon  to 
st^m  the  bleeding  A 

Teacher's  Comments:  They  survived 
That  savs  it  all 


Overall  Grade: 


B- 


Avreh,  Free  &  Ginsberg^ 


Overall  Bilhngs  Growth:  a  banner  >ear,  up 

r.3  P;  to  $1^45  million  A 

Clients  Lost:  None  A+ 

New  Clients:  Schieffelin  &  Somerset  s 
Johnnie  Walker  Red.  A.H.  Robbms'  Di- 
metapp,  American  Savings  Bank  and 
Lorillard's  Harley-Davidson  and  Tri- 
umph C'igarettes  A 

Growth  From  Current  Clients:  Up  9.4%,  or 

$15  million  A 

Creativity:  Cat  Chow  and  Hotpoint  ads 
rlisplay  creative  spark,  but  Ralston  Pur- 
ina cereal  ads  are  lacking  C+ 

Management  Sawy:  Vaulted  past  $200- 
million  billings  mark  while  showing  that 
agency  can  make  a  profit  from  TWA's 

reduced  commission  rate  B 

Teacher's  Comments:  Although  not 
knov^^l  for  breakthrough  creative,  cam- 
paigns do  get  result-s.  Nabbing  Johnnie 
Walker  was  a  coup, 

Overall  Grade: 

B+ 


McCaffrey  and  McCall 


Overall  Billings  Growth:  D(.wn  0  lo 

$274.5  million  B- 

Clients  Lost:  Down  only  $5  million  for 

calendar  year    B 

New  Clients:  None  F 

Growth  From  Current  Clients:  Up  slightly 

at  1  s%  B 

Creativity:  Mercedes  work  was  excellent. 
Smiafefl  is  effective.  Bacardi  print  was 

strong   B 

Management  Sawy:  Succeeded  in  sealing 
its  buy-back  deal  but  then  Mercedes 
and  Bacardi  went  into  review  C 

Teachers  Comments:  Two  clients  that 
the  agency  gut  its  identity  from  are 
gone.  Management  must  restore  posi- 
tive vision. 


Overall  Grade: 


c+ 


Overall  Billings  Growth:  Up  9%  to  $233 

niillH.m  B 

Clients  Lost:  Gerber  assignment  B 

New  Clients:  Club  Med.  New  York  MeUs. 

1  "ai"vel  B 

Growth  From  Current  Clients:  Up  4.1%.  or 

$S  s  millKin    B 

Creativity:  Absolut  goes  on  and  on  and 
still  looks  great,  and  Carvel  ads  have 
charm.  Club  Med  ads  are  OK.  hut  this 
client  needs  really  aggressive  reposi- 
tioning  B+ 

Management  Sawy:  Partners  have  been 
in  place  for  seven  years  or  more,  keep- 
ing the  shop's  personahty  in  place  while 
it  continues  to  grow  A 

Teacher's  Comments:  Effectively  making 
the  shift  from  a  pnnt  to  a  TV  agency. 


Overall  Grade: 


B+ 


THE  30  HOHEST  U.S.  AGENCIES  OF  1991  /ADWEEK  MARCH  23, 1992 


Rank  Agency 


ADWEEK 
Performance 
Index 


1991 
Billings 
Thousand  $ 


Rank 
Among 
Top  100 
Agencies 


Increase  in 
1991  vs. 


Billings 
1990 


Thousand  $  Percent 


1 

Messner  Vetere  Berger  Carey  Schmetterer,  New  York 

1810 

207,835 

40 

130,278 

168.0 

2 

Goodby,  Berlin  &  Silverstein,  San  Francisco 

907 

117,300 

75 

54,000 

85.3 

3 

Lewis  &  Gace,  Fort  Lee,  NJ 

740 

83,064 

99 

34,361 

70.6 

4 

Wieden  &  Kennedy,  Portland,  OR 

730 

168,000 

4 

67,000 

66.3 

5 

Avrett,  Free  &  Ginsberg,  New  York 

616 

245,000 

35 

85,000 

53.1 

6 

Team  One  Advertising,  El  Segundo,  CA 

379 

183,500 

44 

45,827 

33.3 

7 

Gross  Townshend  Frank  Hoffman,  New  York 

367 

104,586 

79 

26,538 

34.0 

8 

The  Richards  Group,  Dallas 

326 

180,000 

46 

40,000 

28.6 

9 

Bernstein-Rein  Advertising,  Kansas  City 

306 

135,395 

68 

29,377 

27.7 

10 

Klemtner,  New  York 

259 

165,000 

54 

30,600 

22.8 

11 

Ferguson  Communications  Group,  Parsippany,  NJ 

229 

173,090 

49 

28,796 

20.0 

12 

Angotti,  Thomas,  Hedge,  New  York 

215 

90,000 

89 

15,000 

20.0 

13 

Tatham/RSCG,  Chicago 

213 

324,679 

27 

46,459 

16.7 

14 

Rotando  Lerch  &  lafeliece,  Stamford,  CT 

211 

85,500 

96 

14,100 

19.7 

15 

Kresser/Craig,  Los  Angeles 

208 

92,166 

87 

14,933 

19.3 

16 

William  Douglas  McAdams,  New  York 

207 

155,500 

58 

24,050 

18.3 

17 

Hill,  Holiiday,  Connors,  Cosmopulos,  Boston 

190 

357,293 

23 

45,293 

14.5 

18 

Arnold  Fortune  Lane,  Boston 

185 

85,590 

95 

12,590 

17.2 

19 

Admarketing,  Los  Angeles 

184 

317,200 

28 

40,000 

14.4 

20 

Medicus  Intercon,  New  York 

177 

227,748 

38 

29,416 

14.8 

21 

Wells,  Rich,  Greene  BDDP,  New  York 

170 

923,700 

15 

77,900 

9.2 

22 

Margeotes  Fertitta  &  Weiss,  New  York 

157 

103,000 

82 

13,000 

14.4 

23 

Tucker  Wayne/Luckie  &  Co.,  Atlanta 

147 

167,000 

53 

19,000 

12.8 

24 

Fallon  McElligot,  Minneapolis 

146 

110,000 

76 

12,907 

13.3 

25 

Mullen,  Wenham,  MA 

139 

96,210 

85 

10,910 

12.8 

26 

Grey  Advertising,  New  York 

131 

1,553,000 

8 

78,000 

5.3 

27 

Geer,  DuBois,  New  York 

126 

150,000 

61 

15,000 

11.1 

28 

Venet  Advertising,  New  York 

126 

124,900 

73 

12,700 

11.3 

29 

Rubin  Postaer  &  Associates,  Los  Angeles 

125 

180,700 

45 

17,500 

10.7 

30 

Rumrill-Hoyt,  Rochester 

125 

99,350 

84 

10,267 

11.5 

Average— 10  Hottest 

618 

142,468 

51,238 

56.7 

Average— Top  30 

328 

233,544 

36,026 

29.2 

THE  EAST'S  HOHEST  AGENCIES  OF  1991 /ADWEEK  MARCH  23, 1992 


ADWEEK 

1991 

Rank 
Among 

Increase  in  Billings 

Performance 

Billings 

Tod  50 

1991  vs.  1990 

Rank 

Agency 

Index 

Thousand  $  Agencies  Thousand  $ 

Percent 

1 

Messner  Vetere  Berger  Carey  Schmetterer,  New  York 

1810 

207,835 

25 

130,278 

168.0 

2 

Avrett,  Free  &  Ginsberg,  New  York 

616 

245,000 

23 

85,000 

53.1 

3 

Grace  &  Rothschild,  New  York 

274 

76,750 

49 

15,750 

25.8 

4 

Angotti,  Thomas,  Hedge,  New  York 

215 

90,000 

45 

15,000 

20.0 

5 

Wells,  Rich,Greene  BDDP,  New  York 

192 

846,600 

6 

83.000 

10.9 

6 

Margeotes  Fertitta  &  Weiss,  New  York 

157 

103,000 

42 

13,000 

14.4 

7 

Grey  Advertising,  New  York 

143 

1,314,000* 

3 

79,000 

6.4 

8 

McCann-Erickson,  New  York 

132 

724,000 

7 

53,000 

7.9 

9 

Geer,  DuBois,  New  York 

126 

150,000 

33 

15,000 

11.1 

10 

Venet  Advertising,  New  York 

126 

124,900 

36 

12,700 

11.3 

11 

Rumrill-Hoyt,  Rochester 

126 

99,350 

44 

10,267 

11.5 

12 

TBWA,  New  York 

110 

233,518 

24 

19,388 

9.1 

13 

Calet  Hirsch  &  Specter,  New  York 

110 

110,000 

39 

10,000 

10.0 

14 

BBDO,  New  York 

106 

711,613 

8 

42,615 

6.4 

15 

J.  Walter  Thompson,  New  Yoik 

84 

590,000* 

11 

30,000 

5.4 

*e5t!TTwteiJ 


(212)886-0250 


e  Corporation 


Uiips  are  asking  for  trouble.  Last  Sep- 
ember,  Philadelphia-based  Crown  Cork 
&  Seal  ^ot  into  a  nasty  row  with  its 
:rade  unions  when  it  fired  many  workers 
'or  taking  time  off  without  giving  notice 
;o  protest  recent  political  killings.  The 
lispute  escalated  into  a  walkout,  and 
x'.&s  soon  became  blacklisted  by  the 
mti-apartheid  movement.  After  months 
)f  acrimony,  ail  sides  made  peace  on 
\pr.  1,  though  the  damage  to  the  compa- 
ly's  image  with  South  African  unions 
las  been  serious.  Says  Crown  Chairman 
kVilliam  J.  Avery:  "In  South  Africa, 
:.here's  a  learning  process." 
LOCAL  ACTION.  That's  a  lesson  other 
companies  would  prefer  to  skip.  Consid- 
er Lotus  Development  Corp.  Last  year, 
^NR  Computers,  a  black-owned  Johan- 
lesburg  company,  approached  Lotus  for 
;he  right  to  sell  its  1-2-3  spreadsheet  pro- 
gram. Lotus  was  leery — until  it  realized 
:he  deal  had  the  blessing  of  the  ANC, 
tvhose  top  officials  brought  their  pitch 
personally  to  the  company's  Cambridge 
Mass.)  headcjuarters.  In  January,  Lotus 
signed  a  distribution  deal  with  HNR  and 
xnother  distributor,  Computer  Horizons. 
But  the  South  Africans  weren't  just 


Lotus  is  setting  up  a  fund  to 
train  blacks  and  women,  and 

Microsoft  is  hiring  black 
computer-science  graduates 


asking  for  software.  "Our  call  is  for 
companies  to  invest  affirmatively — to 
recognize  the  potential  among  blacks," 
5ays  HNR  Managing  Director  Rasheed 
Hargey.  Lotus  listened.  It  plans  to  in- 
vest $350,000  a  year  in  an  education 
trust  fund  to  train  blacks  and  women. 
Microsoft  also  believes  in  working  with 
the  locals:  It  has  set  up  a  distribution 
deal  with  WorkGroup  Systems,  a  South 
African  wholesaler,  to  move  $10  million 
to  $20  million  worth  of  software  annual- 
ly and  is  offering  to  train  and  place 
black  computer-science  majors  in  jobs. 

Some  critics  say  such  programs  will 
do  little  to  effect  lasting  change  in  South 
Africa.  But  it  doesn't  feel  that  way  to 
the  South  Africans  involved.  Just  ask 
future  software  executive  Kungoane. 
After  years  of  frustration,  she's  busily 
making  plans  to  teach  and  work  in  Jo- 
hannesburg after  her  internship  at 
Microsoft.  "I  feel  there  are  many  ways 
to  fight  the  war  against  apartheid,"  says 
Kungoane.  "My  way  is  through  educa- 
tion." It's  a  promising  path  for  Corpo- 
rate America,  too. 

Bij  Brior,  Rrcmner  in  Wushi iif/ton,  ivith 
Alan  Fine  ii  Johannesburg  and  Jusvph 
Weber  in  Piiilndelphia 


TRANSPORTATION! 


UNITED  WANTS  THE  WHOLE 
WORLD  IN  ITS  HANDS 


ilet 


Foreign  routes  are  where  the  growth  is — and  where  the  risks  are 


Tie 


larier,  li 


It's  not  that  I  AL  Corp.  Chairman  and 
CEO  Stephen  M.  Wolf  dismisses  Apr. 
9  as  just  another  day  in  the  airline 
business.  That  morning,  American  Air- 
lines Inc.  Chairman  Robert  L.  Crandall 
announced  sweeping  changes  in  domes- 
tic ticket  pricing.  While  Crandall  was 
still  explaining  the  strategy  at  a  press 
conference.  United  responded  that  it 
would  match  the  move.  But  the  truth  is, 
most  of  the  big  plans  that  day  at  United 
Airlines  Inc.  had  little  to  do  with  the 
U.  S.  market.  Just  back  from  Southeast 
Asia,  Wolf  was  studying  opportunities 
for  United  to  begin  flying  to  Hanoi.  He 
met  with  company  executives  to  discuss 
United's  startup  service  from  Los  Ange- 
les to  Mexico  City,  and  to  Milan  and 
Rome  from  Washington.  Says  Wolf: 
"The  op].)ortunities  are  so  much  more 
significant  in  the  international  arena." 

Thanks  to  Wolf,  no  U.  S.  airline  is  bet- 
ter positioned  than  United  to  seize  them. 
He  has  reached  that  destination  in  an 
astoundingly  short  time.  Just  two  years 
ago,  United  seemed  ready  to  implode  as 
its  labor  unions  plotted  a  $4.4  billion 
buyout  that  would  have  cost  Wolf  his 
job.  But  in  October,  1990,  the  buyout 
effort  failed.  Since  then.  Wolf  has  ag- 
gressively outbid  rivals  for  choice  routes 
and  built  the  only  airline  worldwide  with 


major  operations  in  the  North  Atlantic, 
the  Pacific,  and  Latin  America.  Last 
year,  the  CEO  inked  deals  with  all  three 
United  unions,  winning  labor  peace  that 
had  evaded  the  carrier  for  seven  years. 
And  after  several  years  of  losing  share 
domestically,  United  is  coming  back. 
NOT  MUCH  ROOM.  Now,  United  is  poised 
to  soar  past  its  rivals  to  become  what  no 
U.  S.  airline  has  ever  been:  a  globe-gir- 
dling megacarrier  with  strong  domestic 
routes  to  feed  the  system.  "Wolf  has 
repositioned  United  as  a  major  airline," 
says  County  NatWest  Securities  Corp. 
analyst  Rose  Ann  Tortora.  "Now  he  has 
to  implement  the  global  strategy  with- 
out misstepping  too  dramatically."  If  he 
succeeds,  adds  Boston  Consulting  Group 
Inc.  transportation  specialist  Harold 
Sirkin,  "United  can  end  up  as  the  indus- 
try leader." 

Yet  having  gone  global.  Wolf  now  has 
a  larger  set  of  problems.  In  Europe,  pro- 
tectionist sentiment  threatens  to  slow  all 
U.  S.  carriers'  expansions.  A  recession  in 
Japan  could  impede  United's  success  in 
the  Pacific.  Its  operations  there  were 
battered  last  year  by  the  gulf  war.  Back 
home,  sluggish  demand  makes  it  tough 
to  turn  profits.  And  Wolf  has  little  room 
for  error.  The  industry  is  coming  off  two 
terrible  years,  and  his  airline  was  hit 


■m 


...IS  COMING  BACK 
IN  THE  U.S.  MARKET... 
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UNITED  VIES  FOR  THE 
LEAD  IN  PACIFIC  ROUTES. 
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irder  than  many.  Unit- 
i  lost  $332  million  on 
avenue  of  $11.6  billion, 
)mpared  with  Ameri- 
in's  loss  of  $240  million 
1  $12.9  billion,  and  Del- 
i's $239  million  loss  on 
10  billion  in  the  1991 
dendar  year. 
The  short  term  prom- 
es  more  of  the  same, 
^hile  American  will 
;ap  a  profit  in  the  first 
aarter,  United  will  lose 
'ound  $70  million,  ana- 
sts  say,  as  it  pours 
oney  into  expansion 
id  suffers  the  effects 
F  recession  in  Japan 
id  the  U.S.  "It  frus- 
ates  me  that  we're  do- 
g  so  many  things  cor- 
ictly  but  losing  so 
uch  money,"  says 
^olf. 

But  long-term,  he 
cpects  strong  prof- 
s.  To  reach  that  goal, 
)ur  ultimate  focus  will 
3  on  international  ex- 
insion,"  says  Wolf.  It's 
)t  hard  to  see  why.  Domestic  travel 
ill  grow  just  2%  to  3%  in  the  next  few 
3ars,  while  Pacific  travel  is  expected  to 
se  by  7%  to  9%,  and  European  and 
atin  American  travel  by  17c.  Wolf  is 
locating  resources  accordingly.  United 
is  deferred  narrowbody  aircraft  or- 
jred  for  domestic  expansion  and  accel- 
•ated  delivery  on  widebody  aircraft 
^eded  in  foreign  markets.  In  1992, 
nited's  international  capacity  will  grow 
f%;  domestic,  just  1.67^. 
The  carrier  has  already  had  huge  suc- 
>ss  with  its  trans-Pacific  routes.  Pur- 
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chased  for  $750  million  in  1985  by 
United's  then-CEO  Richard  J.  Ferris,  the 
routes  have  become  a  cash  cow.  Since 
1986,  United  steadily  increased  its  share 
of  that  market  among  U.  S.  carriers 
from  19.27c  of  passengers  in  1986  to  367 
in  1991,  snatching  high-paying  business 
travelers  from  Northwest  Airlines  Inc. 
(chart)  and  competing  Asian  carriers. 
TOKYO  RISE.  Tightly  controlled  capacity 
on  Pacific  routes  makes  them  doubly  at- 
tractive, and  United's  two  biggest  rivals 
have  been  largely  shut  out.  American's 
Crandall  remains  bitter  over  having  lost 
out  to  United  in  late  1990  when  the 
Transportation  Dept.  assigned  a  newly 
available  Chicago-to-Tokyo  route.  "The 
fact  is,  there  is  only  one  market  in  Asia 
where  people  make  money,  and 

B that's  Tokyo,"  says  Crandall.  "And 
we  can't  get  routes  to  Tokyo." 
But  can  United  resurge  in  the  Pacific 
while  a  recession  develops  in  Japan? 
United's  answer:  a  hopeful  yes.  Execu- 
tives note  that  487  of  passengers  who 
use  United's  North  Pacific  service  fly 
beyond  Japan  or  directly  to  other  cities 
in  the  region,  such  as  Singapore  and 
Hong  Kong.  United  is  convinced  the  pop- 
ularity of  its  six-month-old  Connoisseur 
Class  for  business  passengers  will  help 
it  take  more  share  from  other  carriers. 

Wolf  is  building  a  particularly  ambi- 
tious strategy  in  Europe.  United  had  lit- 
tle presence  there  until  October,  1990, 
when  Wolf  put  down  $400  million  for 
Pan  Am's  routes  to  and  from  London's 
Heathrow  Airport.  United  flies  to  11  cit- 
ies now.  But  unlike  American,  which 


runs    only  direct 
flights  between  U.  S. 
and  European  cities. 
United   is  building 
hubs  in  London  and 
Paris,  with  connecting 
flights,    or  spokes, 
across  the  continent. 
ONE  A  DAY.  Crandall 
calls  Wolf's  approach 
flawed.  United  is  per- 
mitted only  one  con- 
necting flight  for  each 
plane  flown  into  its 
hubs.  Such  poor  aircraft 
utilization  makes  these 
flights  almost  certain 
money-losers,  Crandall 
says.  But  Wolf  says  the 
flights  within  Europe 
will  channel  enough  peo- 
ple onto  transatlantic 
flights  back  to  the  U.  S. 
to  make  it  all  profitable. 
So  Wolf  uses  huge,  244- 
393-passenger  Boeing 
747s  for  about  half  of  its 
transatlantic  flights. 

Even  as  the  French 
government  fights  to 
roll  back  capacity  in- 
creases, Wolf  is  scrambling  to  build 
United's  presence  on  the  Continent.  In 
April,  United  started  service  from  San 
Francisco  to  Paris  and  will  add  Paris  to 
Athens,  Milan,  and  Rome  in  June. 
United's  goal.  Wolf  says,  is  not  only  a 
commanding  share  of  the  transatlantic 
market — it  has  147  and  American  197 
among  U.  S.  carriers — but  also  a  signifi- 
cant presence  inside  Europe. 

United  has  also  been  pouring  re- 
sources into  starting  up  its  new  Latin 
American  routes.  Last  December,  Wolf 
outfoxed  rival  carriers  American  and 
Delta  to  snap  up  Pan  Am's  routes  for 
$135  million.  A  bankruptcy  court  blocked 
his  acquisition  of  Pan  Am's  facilities  or 
planes,  though.  So  United  had  only  four 
weeks  to  set  up  reservation  offices  and 
generate  name  recognition. 

But  the  airline  hasn't  missed  a  beat. 
Wolf  assembled  SWAT  teams  from  Asia, 
Europe,  and  the  U.  S.  to  open  offices.  In 
Mexico,  the  crew  managed  to  have  a 
phone  system  for  agents  installed  in  48 
hours,  an  almost  unheard-of  feat  for 
Telefonos  de  Mexico.  And  the  carrier 
has  hired  local  advisers  to  help  avoid 
gaffes.  When  it  started  flying  the  Pacif- 
ic in  1986,  for  example,  United's  workers 
wore  carnations — a  symbol  of  death  in 
some  Asian  cultures.  The  carrier  is  run- 
ning 11  flights  to  Latin  America. 

United  has  come  a  long  way  since 
then-CEO  Ferris'  ill-conceived  plan  to 
build  an  integrated  travel  services  com- 
pany nearly  tore  the  carrier  apart  in  the 
mid-1980s.  United  pilots,  enraged,  struck 
the  airline  in  1985  and  grounded  it  for  29 
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Make  it  smaller.  Make  it  lighter.  Make 
it  lighter  Make  it  smaller 

These  must  be  the  mandates  em- 
blazoned upon  every  R&D  document 
handed  to  the  engineers  of  today's 
crop  of  notebook  computers. 

Admirable  goals  to  be  sure.  Goals 
that  the  engineers  at  Compaq,  how- 
ever, believe  fall 
well  short  of  making 
the  most  of  portable 
computing. 

Which  explains 
why  the  latest  386SL 
notebook  technology 
from  the  labs  in 
Houston  —  the  new 
COMPAQ  LIE  Lite/25 
and  LIE  Lite/20  PCs  —  are  not  only 
the  lightest  (a  scant  6  lbs.)  and  the 
smallest  (only  8.5"xirx  1.75") 
notebook  PCs  that  we' 
ever  built.  They're 
also  the  smartest. 

The  COMPAQ  Hihernation 
feature  saves  all  open  files 
to  ifie  hard  drive  and 
turns  the  unit  off  either 
upon  request  or  as  an 
automatic  feature  Power 
up  the  COMPAQ  LPE 
Lite  later  and  you  're 
back  exactly  where 
vou  left  fjff 


A  microprocessor 
inside  the  battery  itself 
monitors  current  usage 
levels  and  continually 
calculates  the  available 
power  remaining. 

It  can  even  instruct 
the  notebook  to  save  all 
open  files  to  the  hard 
drive  should  the  battery 
power  run  too  low. 

And  the  energy-  /  ; 
saving  features  in 


^1 


Internal  Modem  is  | 
compatible  with  the 
broad  base  of  today's 
communications 
protocols. 

Just  slip  the  COMPAQ  LTE  Lite  I 
into  the  COMPAQ  Desktop  Expan-  m  I 
sion  Base  and  you  're  instantly  conf 
nected.  Expansion  slots,  external  >  • 
ports,  and  mass  storage  bays  give . 
you  immediate  access  to  monitors 
networks,  hard  drives,  tape  drives, 
CD-POM  and  more.  And  all  the  wh 
built-in  security  features  en 

sure  a  safe  k  ypj^od 
A  borforyou  ' 
notebook  it^ 


Accurate  to  within 
minutes,  the  COMPAQ 
Power  Smart  Pack 
battery  gauge  clearly 
displays  remaining 
battery  life  at  the 
touch  of  a  button. 


our  newest  notebooks  go  far  beyond 
the  presence  of  an  Intel  386SL  chip. 

To  make  the  most  of  the  smarter 
battery,  the  new  COMPAQ  LTE  Lite 
also  comes  with  user-adjustable 
power-drain  settings,  and  three  dif- 


ferent  sleep  modes  —  System  Idle, 
System  Standby,  and  Hibernation. 

A  MOST  MODERN  MODEM. 

Our  optional  9600-bps  modem  for 
the  COMPAQ  LTE  Lite  PCs  would  make 
even  Alexander  Graham  B.  proud. 

The  COMPAQ  Enhanced  9600-bps 


In  modem  talk,  that  means  true 
V32  9600-bps  data  transmission  anfmvei 
V42bis  compression  for  up  to  38.4 
kbps  throughput,  as  well  as  full  supi 
port  for  Hayes  AutoSync.  | 
This  little  marvel  negotiates  the 
fastest  transmission  through- 
put that  the  other  end  of 
the  line  can  muster, 
whether  it's  sendim 
or  receiving. 

It  even  drops  to 
a  low  power-drain 
standby  state  and 
monitors  incomint 
signals  if  you're 
waiting  for  a  call  to 
come  in. 
Or  for  that  matte 
another  modem  to  catch  u 
NOT  ONLY  SMART  BUT  BRIGHT  » 


THE  BRAINS 

BEHIND  THE  OPERATION. 

When  it  came  time  to  design  a 
new  notebook,  we  started  (logically 
enough)  with  the  battery 

The  new  COMPAQ  Power  Smart 
Pack  battery  in  our  new  notebooks 
delivers  up  to  4.5  hours  of  computing, 
a  full  hour  longer  than  most. 

'COMPAQ  LTE  Lite/25  only  ©  1992  Compaq  Computer  Corporation  All  rights  reserved  COMPAQ.  LTE  Registered  U  S  Patent  and  Uademark  Office  Maxligt\{  and  Power  Smart  are  trademarks  of  Compaq  Computer  Corporation  TYademarks 
trade  names  sfiown  are  those  of  the  respective  companies  Ttie  Intel  Inside  Logo  is  a  trademark  of  Intel  Corporation 


The  new,  efficient  COMPAQ 
Maxlight  VGA  display  makes  for  a 
much  brighter  screen  than  our  pre 
vious  notebooks,  and  does  it  with- 
out sacrificing  battery  life. 
Sharper  graphics  and  text  in  up 


searel 


ED  WITH  SMALLER 
JLD  LIKE  TO  SUGGEST 

nvE:  Smarter. 


I  shades  of  gray  complement  an 
inced  video  subsystem  that's  so 
it  virtually  eliminates  "subma- 
ig,"  better  known  as  "where  did 
#%$**#  cursor  go?" 

A  NOTEBOOK  THAT'S 
■LESS  IN  THE  WRONG  HANDS. 
t  Compaq,  we  realize  that  data 
irity  is  every  bit  as  important  as 
Iware  security 
.t  the  hardware  level, 
eLock  locks  the  hard 
e,  preventing  access 
ata  even  if  the  drive 
moved. 

)ne-touch  QuickLock 
QuickBlank  functions 


lated  mivrtfd  T  cursor  controls 
\r.  a  famdiar  posUion  so  you  don 't 
e  to  teach  your  fingers  new  tricks. 

Nyou  to  quickly  (sur- 
e)  disable  the  keyboard 
lank  the  screen, 
jid  of  course,  our  new 
;books  come  with  a 
ock  slot  for  an  optional 
e  lock. 

^\t\\  all  of  the  above, 
.  a  120-MB  hard  drive: 
1  expansion  to  10  MB, 
le  memory  simulta- 
us  display,  and  an 
iliary  battery  to  say  / 
;e  are  the  best  / 
ibooks  we've 
r  made  would  be 
lething  of  an 
erstatement.  ^  


To  back  them  with  a  one-year 
worldwide  warranty  and  our  toll- 
free  Compaq  Customer  Support 
Center  hotline  would 
be  more  like  it. 

So  don't  choose 
between  a  small 
notebook  and  a  smart 
notebook.  Choose  both. 


in 
I 


Choose  the  new  COMPAQ  LTE  Lite. 

For  information  about  our  new 
notebooks  or  an  Authorized  COMPAQ 
Reseller  near  you,  call  Compaq  in 
the  U.S.  at  1-800-231-0900,  Ext.  100,  or 
in  Canada  at  1-800-263-5868,  Ext.  100. 

camPAa 
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Introducing 
The  COMPAQ 
LTE  lite 
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Actual  weight:  6  lbs.  Actual  dimensions:  S.5"xU"xl.  75"  Actually  this  is  the  best  notebook  we  've  ever  built 
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HE  GETS  BY  WITH  A  LOT  OF 
HELP  FROM  HIS  FRIENDS 


Last  December,  top  executives  of 
UAL  Corp.  were  in  a  tight  spot. 
Rivals  American  and  Delta  had 
teamed  up  to  outbid  its  $84  miUion  of- 
fer for  defunct  Pan  Am's  Latin  Ameri- 
can routes.  So  Vice-Chairman  John  C. 
Pope,  Senior  Vice-President  Lawrence 
M.  Nagin,  and  their  lawyers  huddled 
around  the  pay  phone  outside  Judge 
Cornelius  Blackshear's  chambers  in  the 
cavernous  federal  bankruptcy  court  in 
lower  Manhattan.  Passing  the  receiver 
back  and  forth,  the  group  took  turns 
plotting  strategy  with  United  Airlines 
Inc.  CEO  Stephen  M.  Wolf,  who  was 
ensconced  in  a  nearby  hotel  room. 


SENIOR  V-Ps  GEORGE  AND  NAGIN,  EXECUTIVE  V-P 
GUYETTE,  VICE-CHAIRMAN  POPE  (SEATED) 


The  team  suggested,  and  Wolf 
agreed,  that  United  cede  Pan  American 
World  Airways  Inc.'s  New  York-Mexi- 
co City  route  to  Delta  Air  Lines  Inc. 
Having  won  that,  they  figured.  Delta 
would  drop  out  of  the  bid.  That's  just 
what  happened.  And  American  Airlines 
Inc.,  faced  with  a  new,  $135  million  bid 
from  United,  beat  a  hasty  retreat.  It 
was  classic  Wolf:  decision-making  by  a 
trusted  group,  with  Wolf  in  on  all  the 
details. 

TEAM  SPIRIT.  United's  lanky  CEO  may 
sometimes  appear  aloof,  but  he's  no 
loner.  In  his  five  years  with  United, 
Wolf,  50,  has  relied  on  a  tiny  coterie  of 
advisers  to  help  him  run  the  airline. 
That  group  includes  Pope,  Nagin,  and 
Senior  Vice-President  Paul  G.  George. 


Others,  including  Executive  Vice-Presi- 
dents James  M.  Guyette  and  Joseph  R. 
O'Gorman  Jr.,  play  vital  roles  in  day-to- 
day operations.  "But  if  Wolf  is  making 
a  big  decision,"  says  one  United  man- 
ager, "he  leans  on  the  inner  circle." 

Team-building  is  a  Wolf  watchword. 
"You  win  ballgames  with  good  ball- 
players," he  says.  While  running  Re- 
public Airlines  Inc.  in  1984,  and  later  as 
CEO  at  Flying  Tigers  Inc.,  he  assembled 
close-knit  management  teams  that 
helped  revive  the  carriers  and  lure 
Northwest  Airlines  Inc.  and  Federal 
Express  Corp.  as  buyers.  When  he 
landed  at  United,  Wolf  tapped  some  of 
those  colleagues.  Nagin  was 
a  deputy  at  Flying  Tigers. 
Pope  rose  through  the  ranks 
with  Wolf  at  American  Air- 
lines Inc.  in  the  1970s.  Even 
Wolf's  wife,  Delores,  whom 
he  married  in  1987,  is  a  for- 
mer executive  at  American. 

The  circle's  members  have 
complementary  talents.  Pope, 
considered  by  many  the  in- 
dustry's aircraft  finance 
guru,  oversees  United's  fi- 
nance and  marketing.  Having 
iuiilt  a  solid  reputation  at 
American,  "he  has  the  most 
independent  voice,"  says  one 
former  executive.  Nagin, 
who  worked  on  Robert  F. 
Kennedy's  1968  Presidential 
campaign,  runs  the  carrier's 
legal  and  public  relations  ac- 
tivities and  is  considered  the 
keeper  of  Wolf's  image. 
George,  a  lawyer,  manages 
employee  relations  and  negotiated  the 
latest  union  contracts. 

The  team  approach  doesn't  prevent 
Wolf  from  becoming  involved  in  min- 
ute decisions.  His  counterpart  at  Amer- 
ican, Robert  L.  Crandall,  may  preach 
"competitive  anger"  as  the  key  to  suc- 
cess; Wolf  says,  "We'll  win  by  doing 
the  little  things  right."  Just  recently, 
he  participated  in  discussions  about 
how  big  the  closets  should  be  in  Unit- 
ed's new  Connoisseur  Class.  Working 
18-hour  days,  with  rare  respites  at  his 
vacation  home  in  Santa  Fe,  N.  M.,  Wolf 
is  also  not  shy  about  telephoning  top 
managers  at  dawn  to  press  for  infor- 
mation about  a  project.  Such  are  the 
rewards  of  belonging  to  an  inner  circle. 

By  Kevin  Kelly  in  Chicago 


days.  When  the  strike  ended,  the  pilot; 
sought  to  dump  Ferris  by  buying  th( 
airline.  Their  $2.5  billion  bid  failed,  bui 
Ferris  was  let  go. 

Wolf  was  tapped  in  December,  1987 
to  rebuild  United.  An  industry  boy  v/on 
der,  he  had  saved  and  sold  off  both  Re 
public  Airlines  and  Flying  Tigers  Inc 
Much  of  his  success  then  was  attribut 
"able  to  a  rapport  with  labor.  But  buyoul 
fever  botched  things  at  United.  By  latt 
1989,  he  had  seen  United  through  foui 
failed  buyout  attempts  and  won  the  en- 
mity of  its  unions.  Wolfs  1990  $18  mil- 
lion compensation  package — bloated  bj 
cashed-in  stock  options — made  him 
symbol  of  corporate  greed. 
McBRAiNSTORM.  "Growth,"  Wolf  says 
now,  "has  helped  heal  the  wounds."  Sc 
has  an  ability  to  lure  talented  managers 
(box).  Travel  executives  give  Wolf  spe- 
cial praise  for  his  hire  in  late  1990  oJ 
Adam  Aron,  senior  vice-president  for 
marketing.  Creator  of  "the  Hyatt  touch 
campaign  with  Hyatt  Hotels  Corp.,  Aron 
has  significantly  improved  service  at 
United.  Aron  played  a  key  role  in  creat- 
ing the  Connoisseur  Class  that  has  won 
plaudits  from  international  business 
travelers.  And  while  United's  domestic 
service  still  lags  behind  its  competitors 
Aron  has  wrought  improvements  there 
as  well.  Its  was  his  brainstorm  to  serve 
McDonald's  lunches  for  children  travel- 
ing to  vacation  mecca  Orlando. 

Former  critics  are  impressed.  Phil 
Davidoff,  president  of  the  American  So 
ciety  of  Travel  Agents,  says  politely  that 
United  workers  were  "complacent"  in 
the  late  '80s.  "They've  recovered  from 
that  well,"  he  says.  United's  in-flight 
service  "is  good  and  getting  better." 

Wolf  has  also  moved  to  bring  down 
United's  growing  costs,  which  are  high 
er  than  Delta's  and  American's.  In  Feb 
ruary,  he  deferred  delivery  of  122 
planes,  saving  $6.7  billion.  He's  also 
modernizing  the  fleet — leasing  aircraft 
that  will  haul  more  passengers,  burn 
less  fuel,  and  require  less  maintenance. 
And  Wolf  has  sliced  $300  million  from 
the  company's  1992  operating  budget 
and  imposed  a  hiring  moratorium.  Says 
Vice-Chairman  John  C.  Pope:  "We're 
taking  these  steps  now  so  we  don't  have 
to  cut  back  on  our  growth  later." 

Wolf  appears  fully  confident  that 
growth  will  be  big.'  "Our  best  days  are 
before  us,"  he  says.  He  has  even  placed 
a  bet  on  it.  In  February,  he  bought 
20,000  United  shares,  at  an  average 
price  of  150  per  share,  for  $3  million.  On 
Apr.  14,  the  stock  closed  at  128%,  for  a 
paper  loss  of  $432,500.  Wolf  isn't  wor- 
ried: As  CEO  and  as  an  investor,  he  says, 
he's  in  it  for  the  long  haul. 

By  Kevin  Kelly  in  Chicago,  with  bureau 
reports 
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Think  of  it  as  a  moving  van 
for  just  $450. 


Go  ahead,  fill  it  up.  One  giant  poster  or  one 
thousand  reports.  Even  packages  that  weigh  up  to  70 
pounds.  It  makes  no  difference  to  us. 

Because  we'll  pick  up  all  of  your  Express  MaiP  *^ 
and  Two  Day  Priority  Mail  "  packages  for  only 
$4.50.  And  that's  per  pickup,  not  per  package. 

Not  only  will  you  enjoy  door-to-door  service,  but  we'll 
guarantee  next  morning  delivery"  of  your  Express  Mail 
packages  for  some  of  the  lowest  prices  around.  And  when  you 
have  to  get  it  there  fast,  but  not  overnight.  Priority  Mail  service 
delivers  two  pounds  in  two  days"''  for  just  $2.90. 

So  when  you  need  a  pickup,  call  the  U.S.  Postal  Service  at 
1-800-222-1811.  And  get  packmg. 


USA 

999 

OFFICIAL  OLYMPIC 
SPONSOR 


MAfAsTMg^       For  pickup: 

1-80O-222-1811 


UNITED  STATES 
POSTAL  SERVICE 


*  Between  maior  business  markets  Full  postage  refunded  if  delivery  is  noi  attempted  hv  noon  Some  resiriciions  apply  Check  wirh  your  local  post  office  for  details 
tSoine  restrictions  apply  Check  with  your  local  post  office  tor  deniU 
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Creating  a  btdleted  list  utt 
two  steps  in  Word  for 
Windou-s  and  12 steps  in 
WordPerfect  for  Windows. 


Word  for  Windimrs  has  an 
un  screen 'Tabtes' function  . 
that  lets  you  add 
rows  almost  instantly. 


gP,v.tbof*epa  ,j,„,s  w.lM«««  denial -^8^^^ 

VloQl  Main  ^590 


flWi/  or  italics 
It  was  easy  with  ( 
click  of  the  mous 


4500 

Court  A        2\00  ^ 

e  lease  *eCou^^' 
^Mid  thai  lease 


Main 
Man 
52nd 


Printing  cnivlopes .-'  £a5>'.     m^aw  REAL  ea 
There's  an  entvlope  command  rif^ht  on  the  sen 
that  addresses  and  prints  automatically. 


When  fiiivn  this  simple  letter  to  reinse,  WordPerfect  for  DOS  users  were  impressed  at  how  easy 
it  u^s  to  perform  ei<eryday  uvrd  processing  tasks  usinK  Microsoft  Word  for  Windous  2.0. 


No  wonder 
WordPerfect  users  prefer 
Word  forWfedows. 

It  has  easy 
written  all  over  it. 


In  a  recent  test 
conducted  by  the 
National  Software 
Testing  Labs  (XSTL), 
neark  eight  out  of  10 
WordPerfect  for  DOS 
users  preferred 
-  ■  Microsoft  Word  for 

Vindows"  2.0  over  WordPerfect  for 
Vindow^s.  The  reasons  were  plenty 

They  were  amazed  at  how  Word 
3r  Window^s  put  them  one  step  aw^y 
rom  accomplishing  everyday  word  pro- 
essing  tasks  with,  in  many  cases,  one 
imple  click  of  the  mouse.  WTiich  may 
lave  surprised  them.  But  it  didnt  sur- 
)rise  us.  After  all,  we  designed  Word  for 
Vindows  around  them. 

Every  week  during  the  develop- 
aent  of  Word  for  Windows,  w^e  in\ited 
VordPerfect  users  to  bring  in  their 
stters,  memos,  or  w^hatever  business 
iocuments  they  use  in  their  own  jobs, 
md  try  them  out  using  Wbrd  for 
Vindows.  Our  Product  Development 


people  at  Microsoft  called  these  sessions 
"usability  studies."  WTiich  is  just  a  fancy 
shorter  way  of  saying  "what- do -people - 
use-a-w^ord'-processor-for-and-how^-can- 
we  -make  -it-  easier-for- them-to  -use  -it." 

These  studies  not  only  helped  us 
to  design  features  that  make  everyday 
tasks  easier  but  helped  us  to  make  the 
more  advanced  word  processing  fea- 
tures like  grammar  checking,  drawing 
and  charting,  easier  to  use  as  well. 

See  for  yourself  wiiy  nearly  eight 
out  of  10  WordPerfect  users  preferred 
Word  for  Windows,  and  take  advantage 
of  our  special  SI  29  offer,"  bv  calling 
(800)  323-3577  Dept.  Y78.' If,  for  any 
reason,  you're  not  completely  satisfied 
with  Word  for  Windows  2.0,  well  gladly 
return  your  purchase  in  full.'^  If  youd 
like,  well  also  send  you  the  files  you 
need  to  test  Word  yourself.  Then  you, 
too,  can  have  the  last  word  on  ease. 

Microsoft 


)^  good  far  €JirT^  lu:fns'!es  of'^brdPmect.  \bdii\^ileT  WordStar^  MS*  Wyrd  fhr  MS-DOS*  axd  DispCrfWnlf*  F^ase  aUnv  2-4  xhpM  for  d^isany  :tpiv%  offi^aiCT^.tfifrKOfi  0^  fyjieH^r  prxfs 
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STRATEGIES  I 


HOVNANIAN  IS  PUTTING 
ITS  HOUSE  IN  ORDER 


The  builder  weathered  the  slump  and  is  eyeing  new  markets 


For  much  of  the  1980s,  about  the 
hijrgest  problem  facing  home- 
builder  Hovnanian  Enterprises  Inc. 
was  crowd  control.  Its  affordably  priced 
town  houses  and  condos  were  in  such 
demand  that  every  time  the  Red  Bank 
(N.J.)  company  opened  a  new  develop- 
ment, prospective  buyers  camped  out 
overnight  to  be  at  the  front  of  the  line 
outside  the  sales  office. 
For  Hovnanian,  it  was 
pure  bliss:  Profits 
soared  from  $4.7  million 
in  1984  to  $28.8  million 
five  years  later. 

Ah,  memories.  When 
real  estate  turned  sour 
in  1990,  the  lines  went 
away,  profits  plunged, 
and  Hovnanian's  stock 
went  into  a  free-fall. 
Hovnanian  didn't  help 
matters  by  falling  out 
of  step  with  the  hous- 
ing market.  As  consum- 
er tastes  shifted  away 
from  its  bread-and-but- 
ter two-bedroom  condos 
to  single-family  homes 
over  the  past  few  years, 
Hovnanian  was  slow  to 
catch  on.  Meanwhile,  an 
unsuccessful  expansion 
in  the  late  1980s  in  New 
York  and  New  Hamp- 
shire, plus  stiff  competition  in  Florida, 
led  to  a  $14  million  writedown  for  fiscal 
1991.  Hovnanian's  $15.2  million  loss  for 
the  year  was  the  first  since  it  went  pub- 
lic in  V.m. 

JERSEY  BOUNCE.  Yet  despite  the  short- 
term  damage,  the  real  estate  industry's 
woes  may  have  helped 
Hovnanian  immensely. 
Many  smaller,  privately 
hekl  builders  have  either 
scaled  back  or  gone  out 
of  business.  In  New  Jer- 
sey, Hovnanian  saw  its 
market  share  rise  to 
about  lO'/i  last  year,  vs. 
'S7'  in  1984.  "The  credit 
crunch  gave  larger,  well- 
capitalized  developers  an 
advantage,"  says  Presi- 
dent Ara  K.  Hovnanian, 


who  runs  the  company  along  with  his 
father,  Kevork  S.  Hovnanian,  the  63- 
year-old  chairman.  An  Armenian  by  de- 
scent, Kevork  came  to  the  U.  S.  from 
Iraq  in  the  1950s  and  started  building 
homes  with  his  brothers.  Kevork  split 
off  to  found  the  predecessor  to 
Hovnanian  Enterprises  in  1959.  Its  mis- 
sion: selling  decent,  inexpensive  homes. 


OUTPERFORMING 
THE  COMPETITION 


JAN  I, ■91  APR  14,  '92 

▲  STOCK  PRICE  INDEX  JAN  I, '91  =  100 

DAT*  8RIDGE  INfORMATIOM  SYSTEMS  INC 


Hovnanian's  advantage  is  already 
starting  to  pay  off.  Sparked  by  lower 
interest  rates,  orders  were  up  1459^  in 
the  past  quarter  alone.  The  change  in 
Hovnanian's  fortunes  has  not  gone  un- 
noticed by  Wall  Street:  Over  the  past 
year,  its  shares  have  far  outperformed 
its  rivals  (chart). 

Now,  the  Hovnanians, 
who  control  70'/  of  the 
company's  stock,  are 
talking  expansion  again. 
With  land  prices  still  de- 
pressed, in  the  past  18 
months  the  company  has 
acquired  options  to  buy 
4,400  lots  in  New  Jersey 
and  North  Carolina  at 
prices  as  much  as  60'/ 
lower  than  in  the  mid- 
1980s.  Hovnanian  con- 


trols more  than  15,000  homesites — about 
a  five-year  supply.  To  accelerate  build- 
ing, Hovnanian  may  start  buying  up 
some  of  its  competitors:  The  company  is 
raising  $100  million  in  a  new  offering  of 
subordinated  notes,  a  portion  of  which  it 
may  use  for  acquiring  its  way  into  the 
Washington  (D.  C.)  market. 
FLORIDA  SWAMP.  Analysts  praise 
Hovnanian  for  wanting  to  move  beyond 
New  Jersey,  which  accounts  for  three- 
quarters  of  its  revenues.  But  previous 
attempts  to  expand  haven't  worked  out 
so  well.  A  decade  ago,  Florida  became 
Hovnanian's  biggest  market.  Today, 
profits  are  hard  to  come  by  in  that  over- 
built and  intensely  competitive  state. 
Hovnanian  has  had  to  auction  off  some 
of  its  properties  there,  and  it  has 
stopped  building  condos  except  when 
they  are  part  of  a  resort. 

Diversifications  into 
New  Hampshire  and 
suburban  New  York 
were  even  more  trou- 
ble. The  company  en- 
tered both  markets 
when  the  cost  of  land 
was  peaking,  eliminat- 
ing Hovnanian's  tradi- 
tional low-price  advan- 
tage. It  has  had  to  sell 
most  of  its  properties 
there  at  deep  discounts. 
One  bright  spot  is 
North  Carolina,  where 
Hovnanian  owns  85'7f'  of 
builder  New  Fortis 
Corp.  Last  quarter,  or- 
ders jumped  190'X. 

These  days,  Hov- 
nanian is  counting  on  a 
better  product  to  help  it 
gain  a  footing  in  new 
markets.  After  real  es- 
tate began  to  soften  in 
1988,  the  company 
stepped  up  its  market  research  to  find 
out  what  customers  wanted  most.  The 
result  is  a  new  line  of  town  houses  with 
garages,  basements,  cathedral  ceilings, 
and  family  rooms.  Starting  at  around 
$85,000  in  New  Jersey,  they  are  de- 
signed to  look  more  like  single-family 
hollies  and  less  like  condos. 

Thanks  to  strong  consumer  accep- 
tance of  the  new  town  houses,  Hov- 
nanian earned  $2.5  million,  or  11$  a 
share,  in  the  year  ended  Feb.  29.  This 
year.  Prudential  Securities  Inc.  analyst 
Lawrence  J.  Horan  expects  it  to  earn 
$18  million,  or  80$  a  share,  on  revenues 
of  $469  million.  True,  the  company  still 
has  a  long  way  to  go  before  matching 
the  glory  days  of  the  mid-1980s.  But  un- 
like many  of  its  competitors,  Hovnanian 
at  least  has  a  future  to  build  toward. 
Bi/  Monica  Roman  in  Red  Bank.  N.J. 
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THE  CORPORATlOf 


StiQvy  The  World 
You're  A  Well-Run  Company. 


By  entenng  a  team  in  the  Chemical  Bank 
(corporate  Challenge',"  you'll  not  only  be 
promoting  physical  fitness,  but  a  sense  of  pnde  and 
achievement  in  your  company.  This  3.5-mile  race  is 
open  to  full-time  employees  of  coq^jorations, 
businesses  and  financial  institutions  in  each  of  die 
cities  listed  below. 

Now  in  its  sixteenth  year,  die  Corporate 


CHEMICAL  BANK 

CORPORATE  CHALLENGE® 


SCHEDULE  OF  EVENTS 


B 

ft 

/ 

—  "LB 

19lj 

May  7 
May  19 
May  21 
June  4 
June  24 


New  York  City  (Race  1) 

Rochester 

.Albany 

New  York  City  (Race  2) 
New  York  City  (Race  3) 


lune  K) 
julv9 
lulv  15 
|ulv23 
lulv  28 


Philadelphia 
Buffalo 
London 
Los  .Aiigeles 

East  Meadow,  Long  Island 


July  30 
August  4 
August  6 
August  1 1 
August  1 3 


(Challenge  has  grown  to  become  die  largest  event  of 
its  kind.  Last  year,  over  1 12,000  runners  from  5,200 
companies  competed. 

So  foster  a  spirit  of  teamwork  within  your 
company  diat  transcends  die  balance  sheet.  For  more 
infomiation,  write  or  fax:  Event  Marketing,  Chemical 
Bank,  140  East  45  di  Street,  16tii  Floor,  New  York, 
NY.  10017.  ¥xx:  (212)  557-3799. 


Morristown  September  16  Atlanta* 

Syracuse  TBD  Dallas 

Chicago  October  3       New  York  City- 
Stamford  Chemical  Corporate  Challenge 
Boston  International  C'hampionship 


Fhe  Chemical  Bank  Corporate  Challenge*  Series,  previously  known  as  die  Manuhicturcrs  Hanover 
Corporate  Challenge  Senes,  is  held  in  cooperation  with  the  following  sponsors: 


"The  (jjrporatc  Challenge*  event  in  Adanta  «  be  held  under  the  name  of  (ieorgia 
Federal  Bank  pursuant  to  a  licensing  agreement  with  (Chemical  Bank. 


NEW  YORK 


AmericanAirlines 

^Chemical 


i£i  1992  Chemical  Banking  Corporation 


The  affordable  power  sd 

Today's  user-friendly  software  demands  a  where  other  systems  get  bogged  down,! 


lot  of  power  to  really  be  friendly.  And  „  ,„J   like  running  multiple  Windows*  applica| 

now  you  can  give  it  the  Intel486™  power  | ,  J   tions  simultaneously,  the  Intel486  CPU 

it  needs  for  a  friendly  price.  \  <  Ti^H^^H  Powers  through  these  kinds  of  challeng 

With  an  Intel486  microprocessor  inside,  you  can  take  "    I^^H^^Bj        operations  easily, 
full  advantage  of  today's  graphical  software.  In  fact.  Plus,  the  hitel486  CPU  will  keep 

Inlel4S6,  i4Sf>,  i  ^X(S  and  the  Intel  Inside  loyo  are  trademarks  ot  Intel  Corporalion,  ^\992  Intel  Corporalion  Tlie  chart  is  Byte  Magazine's  Excel  .^,0  for  Windows  benchmark. 
*AII  [iiniiui  1  n.'rii''  ,tn  i r.ul'''i  .ir L    r,|      i,  -cspeclive  manufacturers. 


e  for  today's  software. 

enerating  the  power  you  need  beyond  today.  Because 
le  next  generation  of  operating  system  software — like 
Windows  NT:  05/2;  Solaris*  and  NextStep/486*— also 
eeds  the  power  of  the  i486  CPU. 

Ready  to  get  the  most  out  of  your  windowing  soft- 
ware? Then  call  (800)  228-4549  for  a  free  brochure  on  the 


new  standard  in  desktop  computing — the  Intel486  family. 
And  plug  your  software  into  a  real  power  source. 

intel^ 

The  Computer  Inside.™ 


RETAILING  I 


CIRCUIT  CITY'S 
WIRES  ARE  SIZZLING 


This  recession-beater  is  shaking  up  consumer  electronics 


Consumer  electronics  retailing  is 
one  crummy  business  these  days. 
Last  year,  industrywide  sales  were 
flat,  a  far  cry  from  the  207'  annual 
growth  posted  in  the  early  1980s.  De- 
mand has  tailed  off  for  such  must-have 
products  as  color  TVs  and  videocassette 
recorders.  Formerly  robust  chains  are 
enmeshed  in  problems:  In  the  New  York 
area  last  January,  Newmark  &  Lewis 
announced  the  liquidation  of  its  last  26 
stores,  while  47th  Street  Photo  Inc.  en- 
tered Chapter  U.  In  the  Midwest,  the 
Highland  Superstores  chain, 
once  92  stores  strong,  is  im- 
mersed in  restructuring  talks 
with  creditors. 

So  it's  no  wonder  that  in- 
vestors were  taken  by  sur- 
prise on  Apr.  6,  when  Circuit 
City  reported  results  for  its 
fiscal  year  ended  Feb.  29. 
Earnings  soared  387',  to  $78 
million  on  revenues  of  $2.8  bil- 
lion, up  187' .  Same-store  sales, 
up  only  17  in  1991,  also  re- 
sumed climbing  in  1992,  to  37'- 
in  March.  Shares  in  this  oper- 
ator of  185  electronics  and  ap- 
pliance superstores  popped 
more  than  two  points,  to  M\. 

How  does  the  company, 
based  in  Richmond,  Va.,  send 
out  such  a  strong  signal  de- 
spite the  industry's  static? 
For  starters,  there's  the  nuts- 
and-bolts  approach  of  Richard 
L.  Sharp,  Circuit  City's  chief 
executive  since  1986.  You 
could  call  him  the  accidental 
retailer:  While  most  CEOs  in 
the  industry  have  taken  the  route  up 
through  merchandising,  the  45-year-old 
Sharp  is  a  techie  who  learned  computer 
programming  skills  in  the  military. 
SPEEDY  DELIVERY.  Those  skills  came  in 
handy  wlien  Sharp  helped  Circuit  City 
design  a  computerized  inventory  and  dis- 
tribution system  unrivaled  in  the  busi- 
ness. That  system  allows  the  company  to 
closely  track  the  shipment  of  nearly  ev- 
ery box  traveling  to  all  of  its  229  loca- 
tions, including  the  superstores  as  well 
as  a  new  group  of  tiny  boutiques  operat- 
ing under  the  name  of  Impulse.  Inven- 


tory arrives  when  it's  needed,  not  a  mo- 
ment sooner  or  later.  The  chain's  heavily 
automated  shipping  system  can  also 
move  more  than  $350  million  in  goods  a 
year  through  its  Atlanta  warehouse  with 
just  13  floor  workers.  Says  Goldman, 
Sachs  &  Co.  analyst  David  A.  Bolotsky: 
"This  company  is  run  by  perfectionists." 

It  may  not  be  glamorous,  but  the  low- 
cost  distribution  system  adds  as  much  as 
one  percentage  point  to  Circuit  City's 
pretax  margin  of  4.57'^ — spectacular  in 
i'nli:^ir\"  ili:it  n\(>r;ill  is  harelv  lireak- 


ing  even.  "It  all  comes  down  to  who  can 
execute  most  efficiently  in  the  back 
room,"  Sharp  says.  To  trim  overhead 
further,  last  year  he  installed  new  soft- 
ware in  the  cash-register  system  that 
gives  the  chain  an  even  tighter  grip  over 
inventories.  In  an  industry  notorious  for 
heavy  theft — often  by  employees— ana- 
lysts estimate  the  new  system  has 
trimmed  losses  from  "shrinkage"  by  as 
much  as  307  ,  to  less  than  half  the  indus- 
try average. 

Technoid  though  he  is.  Sharp  is  no 
slouch  at  marketing.  Circuit  City  invades 


new  markets  aggressively,  saturating  a 
metropolitan  area  with  its  30,000-square- 
foot  superstores.  That  strategy  provides 
the  critical  mass  to  justify  a  barrage  of 
newspaper  advertising.  In  Houston,  Cir- 
cuit City  has  garnered  a  20%  market 
share  after  opening  five  stores  on  the 
same  day  last  August.  "It's  kind  of  like 
Field  of  Dreams:  'If  you  build  it,  they 
will  come,'  "  says  Sharp.  Also  key  to 
Sharp's  marketing  formula  are  Circuit 
City's  knowledgeable  salespeople  and 
wide  product  selection:  The  superstores 
carry  more  than  150  models  of  televi- 
sions and  more  than  50  different  kinds 
of  refrigerators. 

COUNTERATTACKS.  Service  and  selection 
have  helped  Circuit  City  keep  prices  up 
in  markets  it  dominates,  svich  as  the 
Southeast.  But  the  chain  is  likely  to  see 
growing  competition  both  from  low-end 
retailers  seeking  to  battle  it  out  on  price 
and  high-end  stores  hoping  to  top  it  on 
service.  Warehouse  clubs,  for  example, 
offer  scant  selection  but  sell  products  at 
near-wholesale  prices  in  a 
bare-bones  environment.  Sev- 
eral, such  as  Price  Co.,  plan  to 
increase  their  offerings  in 
consumer  electronics. 

Meanwhile,  established 
competitors  in  electronics 
have  been  experimenting  with 
new  approaches.  Best  Buy 
Co.'s  redesigned  stores,  which 
feature  a  no-frills  decor,  have 
been  logging  strong  results  in 
such  markets  as  St.  Louis.  At 
the  other  end  of  the  spec- 
trum, this  fail  Tandy  Corp. 
will  open  two  prototype 
megastores  called  Incredible 
Universe  outside  Dallas  and 
Portland,  Ore.  At  160,000 
square  feet,  each  of  the 
Tandy  stores  will  have  300 
employees,  300  models  of  TVs, 
a  restaurant,  and  a  child  care 
facility.  "You  can't  even  think 
of  it  as  a  store,"  exults  Tan- 
dy Chairman  John  V.  Roach. 
"It's  a  new  retail  shopping 
experience." 
Competitors  admit  such  radical  experi- 
ments are  necessary  to  combat  Circuit 
City.  "I  don't  think  they  can  be  slowed 
head-on.  You  have  to  go  under  them  or 
over  them,"  says  Robert  Sirkis,  presi- 
dent of  electronics  chain  Silo  Inc.,  which 
is  dueling  with  Circuit  City  in  Philadel- 
phia and  Los  Angeles.  Sharp  admits  that 
he  faces  challenges  but  figures  his  for- 
mat, with  some  fine-tuning,  will  wear 
well.  Indeed,  with  Sharp's  single-minded 
attention  to  the  details,  it's  unlikely  his 
company  will  short-circuit  any  time  soon. 
By  Dean  Foust  in  Richmond.  Va. 
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FLQT  AND  DIGmUi 

OF  U)OKII«( 


And 


" Fleet/Norstar  has  aK\a\s  had  a  mortgage  banking  to  du  ersihed  "W  e  discovered  a  compan\'  wl: 

vision  ro  be  one  ot  the  most  success-  in\  estment  senices.  could  deh\  er  both:  Digital. 
Kil  hnancial  ser\'ices  companies           "Howe\'er,  as  Fleet  greN\",  so  did  "The\'\e  worked  with  us  on  son 

m  the  countiA'.  Our  du'ersitication  the  complexit\'  ot  our  problems.  realK'  tough  projects.  Like  the  coi 

strateg\'  is  whats  getting  us  there.  We  realized  that  what  we  needed  plete  automation  ot  our  precioi 

Toda\'  we  ha\  c  otlices  nationwide,  was  not  lust  better  technology'.  But  metals  unit,  and  a  corporate-wic 

and  specialties  in  e\  ei"\ihing  trorn  better  business  solutions.  management  reporting  system 


Ki    I    e  I 


T     A  L 


T     H  I 


e  V.P.,  Fleet/Norstar  Financial  Group 


)PEN  10  NEW  WAYS 
ff  BUSINESS. 


And  they've  always  come 
lugh,  even  if  it's  meant  consult- 
ivith  other  vendors.  That's  what 
es  Digital  different. 
Digital  is  open  to  any  solution; 
)ng  as  it's  the  right  solution.  A 
ible  approach  makes  them, 


P  E 


and  their  customers,  successful 
every  time. 

"It  always  seems  that  Digital 
goes  beyond  our  highest  ex- 
pectations.  For   Fleet,  it's 
made  all  the  difference  in 
the  world.  " 

ADVA 


To  learn  more  about  how 
Digital  can  open  your  com- 
pany to  new  ways  of  doing 
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POLITICS  I 


ROSS  PEROTS 
GRASS-ROOrS  ARMY 


Now,  CEOs  are  lining  up  next  to  blue  collars  and  the  disenchanted 


In  the  past  few  weeks,  an  amazing 
phenomenon  has  swept  through 
America's  politics  as  insistently  as 
tumbleweed  prowl  its  prairies.  In  aston- 
ishing numbers,  frustrated  and  angry 
voters  are  looking  hard  at  a  razor- 
tongued,  no-nonsense  nonpolitician  with 
an  attitude — and  a  couple  of  billion  in 
the  bank:  Henry  Ross  Perot.  "In  modern 
political  history,  this  is  the  first  real 
grass-roots  movement  we've  seen,"  says 
Republican  consultant  Lisette  McSoud. 

How  real?  A  recent  ABC  News/ 
Washington  Post  poll  showed  Perot  get- 
ting 247f  of  the  vote,  just  14 
points  behind  President  Bush 
and  4  points  less  than  Arkan- 
sas Governor  Bill  Clinton,  the 
all-but-sure  Democratic  nomi- 
nee. If  the  founder  of  Elec- 
tronic Data  Systems  Corp. 
goes  for  it  this  fall,  he  could 
be  the  most  significant  independent  can- 
didate for  President  since  Theodore  Roo- 
sevelt thwarted  Republican  William 
Howard  Taft's  reelection  in  1912  with 
his  Bull  Moose  insurgency.  At  the  least, 
Perot  will  influence  the  political  debate. 
'BRUTAL  JOB.'  Like  Teddy  Roosevelt, 
Perot  carries  a  big  stick — but  he  rarely 
speaks  softly.  To  anyone  listening,  Perot 
barks  that  he's  sick  and  tired  of  lack  of 
leadership  in  Washington  and  that  he  is 
reluctantly  prepared  to  rescue  the  nation 
from  the  scourge  of  professional  politi- 
cians and  pointy-headed  bureaucrats.  "I 
don't  want  this  job,"  Perot  told  business 
WEEK.  "This  is  the  dirtiest,  most  thank- 
less, most  brutal  job  in  the  world." 

Yet  this  5-foot,  6-inch  bundle  of  raw 
nerve  and  manic  energy  is  pursuing  his 
noncandidacy  with  the  same  determina- 
tion he  used  to  build  EDS  from  a  $1,000 
investment  into  the  data-processing  gi- 
ant that  he  sold  to  General  Motors  Corp. 
in  1984  for  $2.5  billion.  And  with  the 
same  zeal  that  makes  Perot,  at  61,  an 
avid  jogger,  biker,  and  windsurfer.  Once 
he  sets  a  goal,  associates  say,  he'll  do — 
and  spend — whatever  it  takes  to  meet  it. 

That  combination  of  deep  pockets  and 
populist  appeal  could  make  his  crusade 
far  more  than  an  ego  trip.  Despite  wide- 


spread anger  at  bloated  executive  pay- 
checks, Americans  don't  seem  to  resent 
Perot's  self-made  billions.  He's  winning 
support  from  blue  collars  and  CEOs  alike. 
Bear  Stearns  Chairman  Alan  C.  "Ace" 
Greenberg,  a  political  independent,  says 
Perot  will  be  "good  at  anything  he  does. 
If  he  decides  to  run,  I'll  support  him." 
Josh  S.  Weston,  CEO  of  Automatic  Data 
Processing  Inc.,  agrees.  Adds  Texas  tim- 
ber baron  Arthur  Temple,  a  conservative 
Democrat  and  former  Time  Inc.  director: 
"Right  now,  we'd  settle  for  some  people 
who  can  add  up  their  checkbooks." 

Among  other  blue-chip 
names  who  want  to  see  Ross 
run  are  New  York  attorney 
Melvin  Weiss  and  Robert  L. 
Crandall,  CEO  of  AMR  Corp., 
who  has  signed  a  petition  to 
place  Perot's  name  on  the 
ballot.  "He's  an  immensely 
talented  guy,"  Crandall  says.  "It  would 
be  good  for . the  country  ...  to  have  a 
chance  to  hear  his  platforms." 

Far  more  important  to  Perot,  who 
doesn't  need  money  from  the  business 
Establishment,  are  the  more  than  1.6 
million  Americans  who  have  dialed  his 
800  number  since  he  hinted  at  a  run  in 
March.  The  middle-class  "Perot-nistas" 
see  their  man  as  the  resolute  leader  the 
U.  S.  needs  to  set  things  right.  Says  his 
Virginia  coordinator,  Pat  Clawson,  own- 
er of  Metrowest  Broadcasting:  "I've  got 
-Jesse  Jackson  supporters.  One  is  fresh 
from  the  Tsongas  campaign.  Another  is 
a  die-hard  Reaganite.  'The  only  common 
thread  is  that  they  are  fed  up." 
GAFFE  CAP.  Like  his  supporters,  Perot's 
positions  are  all  over  the  political  land- 
scape. His  platform,  such  as  it  is,  is  a 
hodgepodge  ranging  from  requiring  a 
referendum  to  raise  taxes  to  instituting 
nationwide  electronic  town  meetings. 
He'd  balance  the  budget  by  weeding  out 
$180  billion  in  "fraud  and  abuse,"  find- 
ing $100  billion  in  lost  taxes  by  modern- 
izing collection,  forcing  allies  to  pony  up 
$100  billion  for  defense,  and  saving  $20 
billion  with  cuts  in  entitlements  to  rich 
people  like  himself. 
Although  Perot  is  a  concern  to  both 
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major  parties,  the  Republicans  probabbbt: 
have  the  most  to  worry  about.  Polls  im 
show  Perot's  support  strongest  in  thdji 
cities  and  suburbs,  weakest  in  rurajaiidle 
America.  He  draws  the  most  interest 
Texas,  the  West,  and  the  Northeast. 
Perot  is  getting  disproportionate  suppor 
from  elements  Bush  needs  to  win:  bluejas 
collar  Reagan  Democrats  and  indepe 
dent-minded  suburbanites  who  are  kejjoii, 
in  such  battlegrounds  as  California  ik 
Florida,  Illinois,  Michigan,  New  Jersey  liiid 
Ohio,  Pennsylvania,  and  Texas. 

GOP  strategists  fear  Perot  could  hand 
number  of  those  states  to  the  Demo 
crats.  That's  why  Bush  aides  are  neeiarfc 
dling  the  notoriously  thin-skinned  Perot  lai 
hoping  to  provoke  an  embarrassing 
gaffe.  "Ross  Perot  has  had  this  [cam  \m 
paign]  on  his  mind  for  some  time,"  says 
one  Bush  strategist.  "The  job  of  Pope  i; 
not  available.  This  is  as  high  as  he  coulc|ari 
seek."  Bush  backers  portray  Perot  as 
spoiled  rich  man  who  happily  uses  thtjli 
government  when  its  suits  his  business  mp 
from  medicaid  contracts  to  government  ori 
grants  for  an  industrial  airport  in  Fort^le; 
Worth  surrounded  by  Perot  property 

There's  some  evidence  that  the  offen 
sive  is  getting  under  Perot's  skin.  Hei( 
calls    Bush's   Texas    chairman  Jim 
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rwetter  "Bedwetter"  and  describes 
as  a  man  who  "probably  has  trouble 
ing  cat  food."  And  Perot  flew  off  the 
ile  when  asked  to  respond  to  a  sug- 
;ion  that  he  was  "a  MacNeil-Lehrer 
lidate  in  an  Entertainment  Tonight 
Id."  Perot  said  the  characterization 
hatched  "in  a  dirty-tricks  meeting 
last  night.  [A  Bush  aide]  said:  'My 
,  call  BUSINESS  WEEK.  Get  them  to 
this  question.  It'll  screw  up  Perot's 
d  for  20  minutes.'  " 
LECTABLE?  Politicians  may  say  that 
1  outbursts  make  Perot  unelectable, 
his  supporters  see  them  as  hall- 
ks  of  a  forceful  man  who  will  bring 
ige.  Democrat  Thomas  D.  Barr,  a 
or  litigator  at  Cravath,  Swaine  & 
)re  in  New  York  who  has  represent- 
'erot,  says  he  is  organizing  for  Perot 
luse  both  parties  are  "incapable  of 
iging  the  system,  because  they  built 
system."  Darwin  Deason,  whose  Af- 
ted  Computer  Systems  in  Dallas 
petes  with  Perot  Systems  Corp.,  sup- 
ped George  Bush  four  years  ago  but 
phoned  Perot  recently  to  volunteer, 
ion't  know  that  American  business 
ever  had  a  stronger,  more  forceful, 
■e  dynamic  leader,"  says  Deason. 
hose  who  have  worked  with  Perot 


give  him  mixed  reviews.  "He's  a  very 
results-oriented  person,  but  [he]  does  not 
try  to  dictate  the  day-to-day  operation," 
says  Kern  Wildenthal,  president  of  the 
University  of  Texas  Southwestern  Medi- 
cal Center,  which  got  a  $20  million  gift 
from  Perot.  But  John  W.  McNulty,  a 
retired  GM  executive,  said  Perot  "never 
sat  down  and  compromised"  during  his 
two  stormy  years  on  the  carmaker's 
board.  "I  don't  know  if  he  can  work 
within  an  ordered  system." 

And  some  longtime  Perot-watchers 
are  disturbed  by  his  zealotry.  During 
Texas'  1981  "War  on  Drugs,"  a  former 
legislator  recalls  telling  Perot  "we  don't 
have  to  dismember  the  Constitution  and 
the  Bill  of  Rights"  to  solve  the  problem. 
Perot's  response:  "This  stuff  is  destroy- 
ing our  kids,  and  we  have  to  wink  and 
nod  at  some  of  those  past  precedents  if 
they  stand  in  the  way."  Today,  he  denies 
the  conversation  ever  took  place. 

Perot  appears  to  be  inching  toward  a 
run.  Murphy  Martin,  who  helped  Viet- 
nam prisoners  of  war  as  president  of 
Perot's  United  We  Stand  organization, 
remembers  someone  asking  Perot  why 
he  never  ran  for  office.  Perot  joked: 
"Why  would  I  want  to  be  President 
when  I'm  already  king?"  If  he  decides  to 


trade  in  his  crown,  Perot  says  he  real- 
izes he  might  quickly  "get  all  cut  to 
pieces"  by  the  buzz  saw  of  negative 
campaigning.  But  he  reckons  that  the 
price  of  watching  his  country  slide  into 
permanent  decline  is  far  higher  than  the 
risks  of  a  long-shot  Presidential  bid. 

By  Richard  S.  Dunham  in  Washington 
and  Wendy  Zcllner  in  Dallas,  with  bureau 
reports 


PEROT 

ON  THE  PODIUM 

Pinning  down  Ross  Perot  isn't  easy. 
''My  least  favorite  thing  to  do  is  to  be 
sound-bitten,  "  he  snapped  as  he  began 
a  question-and-ayisiver  session  with 
BUSINESS  week's  Dallas  Bureau  Man- 
ager Wendy  Zellner  and  Washington 
Correspondent  Richard  S.  Dunham. 
The  conversation  produced  few  policy 
prescriptions  but  nonetheless  revealed 
Perot  as  a  man  of  supreme  self-confi- 
dence ivho  believes  he  can  work  won- 
ders with  plain  ol'  common  sense. 

Q  You've  said  that  we  need  an  i>idus- 
trial  policy.  Which  industries  would 
you  target  and  who  would  create  these 
plans  ^ 

A  I  don't  think  you  can  ever  find  that  I 
have  used  the  term  "industrial  poli- 
cy". ...  In  Japan,  they  have  an  intelli- 
gent, supportive  relationship  between 
government  and  industry. . .  .  We  have 
an  adversarial  relationship.  . . .  Govern- 
ment seems  to  be  preoccupied  with  try- 
ing to  break  industry's  legs. .  .  .  The 
highest  priority  in  our  country  is  to  sta- 
bilize the  job  base,  because  that  will  sta- 
bilize the  tax  base.  Then,  an  equally  high 
priority  is  to  develop  a  growing,  expand- 
ing industrial  base,  which  will  produce  a 
growing,  expanding  job  base,  which  will 
produce  a  growing,  expanding  tax  base, 
which  will  give  us  the  ability  first  to  live 
within  our  means  and  secondly  to  pay 
down  the  $4  trillion  [national  debt]. 

Q  What  i)idnstries  would  you  target^ 

A  You  would  target  the  industries  of 
the  future,  obviously. . . .  Let  me  give 
you  the  simplest  one. . . .  We  created  the 
integrated  circuits. . . .  Today,  19  out  of 
20  integrated  circuits  used  in  the  U.  S. 
are  made  in  Japan.  There's  an  industry 
we  just  gave  away.  We  are  fast  losing 
the  automobile  industry.  That  is  certain- 
ly an  industry  of  the  future.  .  . .  It's  fun- 
damentally important  that  we  maintain 
our  preeminence  in  communications,  in 
electronics,  in  computers. ...  In  the  auto- 
mobile industry,  you're  going  to  have  to 
put  together  a  task  force  of  people  who 
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nf ormation  is  power. 


Everyone  has  information. 
Too  much  information. 
Most  people  have  no  idea  what  to  do 
They  produce  vitally  important  stu 
that  laser  printer  and  copie 
(Take  a  look  at  your  s 
Wow. 
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Number  one,  it's  ignored. 

It  gets  shoveled,  by  the  sprocket-pinned-perforated-fanfo 
into  those  blue  plastic  recycling  bins  next  to  your  copying  machines. 
It  keeps  entire  industries  alive.  (But  not  your  industry) 
It  goes  to  a  mill  in  Arkansas  where  it's  made  into  reinforced 
disposable  picnicware  with  an  attractive  floral  pattem. 
Perfect  for  potato  salad. 

That's  what  happens  to  your  precious  information. 

But  if  you  use  Dun  &  Bradstreet  Software, 
the  information  that's  truly  powerful  will  come  to  your  attention, 
and  the  information  that  isn't,  won't.  (Please  recycle  this  ad.) 
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know  the  most  about  the  automobile  in- 
dustry. . .  .  The  first  thing  you'll  hear 
back  from  the  car  companies,  and  here's 
where  the  government  comes  in,  is  we 
have  made  the  strangest  trade  agree- 
ments in  the  world  with  our  internation- 
al competitors.  They  have  picked  our 
pockets. . .  .  Why?  They  know  how  to  ne- 
gotiate. The  peoi)le  we  sent  over  didn't. 
And  the  people  we  sent  over  to  negotiate 
know  that  if  they  keep  their  noses  clean 
that  in  a  short  period  of  time,  they  can 
be  hired  for  $30,000  a  month  as  a  Japa- 
nese lobbyist. 

Q  Would  you  favor  sanctions  against 
Japan  to  open  markets? 


A  No.  Now  what  am  I  say- 
ing? I'm  saying  they've 
outnegotiated  us,  right? 
. .  .  We're  going  to  bring 
people  in  who  know  how  to 
negotiate. ...  I  would  ask 
for  a  law  immediately 
from  Congress  that  any- 
body that  participates  in 
this  can't  go  over  to  the 
other  side  later.  They  can't 
cash  in  on  having  been 
around  it. 

Q  Can  we  negotiate  a 
fair  Nor  til  American  Free 
Trade  Agreement? 


work  with  Canada  to  phase  it  in  ... . 
[Even  then],  you'd  better  run  pilot  pro- 
grams to  make  sure  you  don't  have  un- 
anticipated adverse  side  effects  that  will 
really  adversely  impact  our  economy. . . . 
You  say,  well  my  gosh,  Perot,  how  can 
you  sell  that  to  Mexico  and  to  Canada? 
Pretty  simple  ....  I  can  sell  it  to  any- 
body. You  know  why?  We're  the  biggest 
customer  in  the  world. 

Q  Should  we  change  the  tax  code  to 
spur  R&D  and  business  investment? 

A  The  tax  code  is  a  mess. . . .  We  should 
replace  our  existing  tax  system,  and 


THE  IWAN  WHO  WOULD  BE  PRESIDENT 

 PEROT'S  RESUME  

1930  Born  June  27  in  Texarkana,  Tex. 

1949  Enters  U.S.  Naval  Academy,  where  he's  elected  class  president 
1957  Leaves  Navy  and  joins  IBM  as  salesman 

1962  Launches  Electronic  Data  Systems,  which  he  takes  public  in  1968 


A  I  am  for  fair,  free 
trade. . . .  [But]  you  realize 
that  we  have  a  very  fragile 
situation  as  far  as  being 
able  to  pay  our  bills  as  a 
country.  .  .  .  Now,  what 
does  Mexico  pay  its  peo- 
ple? A  dollar  an  hour. 
What  do  we  pay  our  fac- 
tory workers  here?  Say, 
$17.50  an  hour.  Any  health 
care  in  Mexico?  Little  or 
none.  Any  retirement?  Little  or  none.  .  .  . 
I  called  a  who's  who  of  American  manu- 
facturing, and  I  said:  "When  would  you 
build  your  next  factory  in  the  U.  S.  if 
this  went  through?"  They  laughed.  They 
said:  "We  wouldn't."  . . .  Then,  I  decided 
the  guys  that  put  this  agreement  togeth- 
er must  know  something  I  don't  know. 
So  I  called  some  of  them . . .  and  they 
said:  "Perot,  it  would  be  disruptive."  .  . . 
But  they  say  eventually  it  will  stabilize 
itself. . . .  It's  somewhere  between  15 
and  20  years. 

Q  Is  any  kind  of  trade  agreement  with 
them  even  possible,  then? 

A  You'd  have  to  again  bring  the  best 
pes  pie  in  industry  together,  develop  a 
plair  to  phase  it  in,  work  with  Mexico, 


1969  Attempts  to  airlift  30  tons  of  food  and  clothing  to  American  prison- 
ers of  war  in  North  Vietnam 

1970  Resigns  as  EDS  president  but  remains  chairman 

1979  Hires  a  commando  team  that  frees  two  EDS  employees  taken  hos- 
tage in  the  Iranian  revolution 

1979  Leads  Texas'  'War  on  Drugs,'  resulting  in  1981  legislation  mandat- 
ing harsher  sentences  and  allowing  wiretapping 

1982  Provides  $500,000,  at  request  of  White  House  aide  Oliver  North, 
to  buy  the  freedom  of  an  Army  general  kidnapped  by  communist  terrorists 
in  Italy.  Ransom  is  never  paid,  but  the  officer  is  freed  by  police 


"electronic   town   halls"  into  effect.  ; 

A  You  could  go  to  public  television  or  ^ 
Day  One.  . . .  You've  got  to  have,  mon 
than  anything  else,  a  thorough,  thought  ►  : 
ful,  fair,  balanced  presentation  of  what  (  i 
ever  the  subject  is. . . .  People  who  hav(  i 
cable,  many  of  them,  can  react  now,  di  ; 
rect.  Those  who  don't  would  have  to  ust 

telephone  calls  [Also],  take  a  scien 

tific  sample  and  see  how  they  correlate 

Q  How  do  you  pay  for  this? 

A  I'd  pay  for  it  myself,  if  I  had  to. . 
Let's  assume  it's  going  to  cost  a  millior 
dollars  every  time  you  dc 
it.   That's   $50  million 
year.  And  you've  empow 
ered  the  American  peo  l^i^is- 
pie.  .  .  .     Everybody  ir 
Washington   thinks  it's 
weird.  If  I  had  Washingtor 
wired  the  way  the  special 
interests  do,  I'd  think  it'^ 
weird. 


1983-84  Chairs  blue-ribbon  panel  to  reform  Texas'  schools,  which  re- 
sults in  revolutionary  reforms  (including  smaller  classes,  teacher  competen- 
cy testing,  and  a  requirement  that  high  school  athletes  pass  classes  before 
they  can  compete)  and  is  funded  by  the  largest-ever  tax  increase  in  Texas 
1984  Sells  EDS  to  General  Motors  for  $2.5  billion,  joins  GM  board 
1986  Gets  $700  million  from  GM  for  his  stake  and  leaves  board 
1988  Founds  Perot  Systems,  provoking  a  bitter  court  fight  with  EDS  over 
his  noncompete  agreement 


with  these  criteria:  It's  got  to  pay  the 
bills,  it's  got  to  be  fair,  and  it  should  be 
generally  paperless  for  most  people,  to 
get  rid  of  most  of  the  bureaucracy 
around  the  IRS  . . .  you  bring  together 
the  people  with  the  most  experience  . . . 
put  together  two  or  three  plans  ...  ex- 
plain them  to  the  American  people  in 
detail  over  television  . . .  get  a  consensus 
from  the  American  people  about  what 
this  new  tax  plan  should  be.  .  . .  Every- 
body says:  "Perot,  you  don't  understand 
politics."  Well,  I  understand  it  doesn't 
work.  I  understand  Congress  and  the 
White  House  are  in  gridlock  . . .  and  the 
way  to  get  them  out  of  gridlock  is  to  get 
the  people  to  reassert  themselves  as 
owners  of  the  country. 

Q  How  would  you  plan  to  put  these 


Q  Wouldn't  the  people 
you  get  to  study  these  is\ 
sues  act  as  special  inter] 
ests  themselves? 

A  I  [would  ask]  Congress  ; 
to  pass  a  five-year  mini- 
mum jail  term  for  anybody 
who     does  something 
crooked  on  this. .  . .  We're 
going  to  have  to  find  the  »fi:i 
finest  people  in  Ameri-  ■ 
ca. . . .  What  would  I  pay  ^ 
them?  .  .  .  You  wouldn't! 
pay  anything.  They  come| 
to  serve. 

Q  Would  you  make  cuts 
in  "entitlements?" 


A  A  preeminent  economist 
whose  name  you  would  recognize  imme- 
diately told  me  that  there's  at  least  $100 
billion  from  people  who  get  Medicare 
and  Social  Security  who  are  so  wealthy 
they  don't  need  it. ...  I  would  fall  in  that 
category.  If  someone  came  to  me  and 
said:  "Perot,  would  you  give  up  your 
Medicare  and  Social  Security  to  balance 
the  budget?"  I'd  say:  "In  a  minute."  . . . 
Let's  just  write  them  and  see  how  many 
would  voluntarily  agree  to  do  it,  because 
they  don't  need  the  money. 

Q  Won't  Americans  be  frustrated 
when  they  hear  that  your  answer  to 
every  problem  is  to  study  it? 

A  I'd  say  go  vote  for  a  sound-biter. . . . 
Pick  the  person  who  can  solve  these 
problems  for  you,  but  don't  be  conned. 
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GOVERNMEN 


For  incomparable  global  clout,  rely  on  Credit  Suisse  U.S.A. 
We're  a  recognized  leader  in  the  world's  financial  markets,  combining 
vast  resources  with  the  discreet,  reliable  and  committed  service 
that  is  the  hallmark  of  our  Swiss  heritage.  Let  our  worldwide  presence  and  highly 
rated  financial  strength  be  your  passport  to  stronger  global  finance. 
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CREDIT  SUISSE 
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Atlania  ■  Chicago  •  Houslon  •  Los  Angeles  ■  Miami  ■  New  York  •  San  Ffancisco 


OUR  DISKS  ARE 
DRIVING  COMPUTERS  TO 
HIGHER  STANDARDS. 


disk  drives  is  rated  at  200,000 

hours  mean  time 


between  failures, 
That  means  they  could 
very  well  outlast  your  com- 
puter system.  cP  We're 
nstantly  redefining  reliability  to  stand  up  to  new  technologies. 
1  survive  the  test  of  time.  qD  This  is  why  leading  computer 
jfacturers  like  Tandem  depend  on  our  disk  drives  and  tape  stor- 
systems.  Why  MCI  comes  to  us  for  the  latest  fiber  optic  trans- 
on  systems.  Why  Sun  Microsystems  asked  us  to  help  develop 
microprocessor  chip  technology  that  brought  mainframe  com- 
ing to  desktops  across  America,         And  one  reason  why 
?'ve  become  the  world's  second  largest  computer  maker  and 
I  $21  billion  company.  In  over  100  countries,  for  over  50 
years,  we've  made  a  name  by  building  quality  into  every 
product  we  make,  from  pocket-sized  PCs  to  fiber 
optic  transmission  systems.  Today  you'll  find 
products  in  businesses  all  ov 
America. 
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INVESTMENT  BANKING  I 


THE  NIAN  WITH  THE 
GOLDEN  ROLODEX 


Can  Wolfensohn's  clout  and  contacts  help  save  the  Reichnianns? 


It  was  late  March,  and  Olympia  & 
York  Developments  Ltd.'s  Paul 
Reichmann  desperately  needed  to 
appease  his  restless  bankers.  His  $20 
billion  real  estate  empire  was  crumbling 
before  his  eyes.  Reichmann  signed  on 
J.  P.  Morgan  &  Co.  and  Canadian  broker 
Burns  Fry  Ltd.,  but  he  also  recruited  a 
small  New  York  invest- 
ment bank,  James  D. 
Wolfensohn  Inc.,  as  his 
adviser. 

The  firm  jjrovided 
Reichmann  with  some- 
thing more  valuable 
than  real  estate  sawy: 
credibility.  Py  hiring 
Wolfensohn,  Reich- 
mann got  the  services 
not  only  of  its  chief  ex- 
ecutive, James  D.  Wol- 
fensohn, former  in- 
vestment 'oanker  with 
Salomon  Brothers  Inc., 
but  also  thf;se  of  Rob- 
ert S.  Mille,-  .ir.,  the  for- 
mer vice-c!iairinan  of 


Chrysler  Corp.,  who  played  a  key  role 
working  with  banks  on  Chrysler's  1980 
bailout,  and  Paul  A.  Volcker,  the  former 
Federal  Reserve  chairman.  "We  are  the 
ones  putting  our  reputations  on  the 
line,"  says  Miller,  who  is  advising  Reich- 
mann in  Toronto. 

Reputation  is  Wolfensohn's  stock-in- 


1  iL«  0 


trade.  Over  the  past  decade,  Jim  Wol 
fensohn,  the  firm's  58-year-old  founder 
who  still  speaks  with  a  trace  of  his  na 
tive  Australian  accent,  has  built  a  thriv 
ing  business  by  cultivating  an  aura  o: 
prestige  and  probity  around  himself  an(  li'ts  Q 
his  firm.  Unlike  most  securities  firms  f% 
which  have  diversified  into  trading  anc 
underwriting — businesses  that  some 
times  bring  them  into  conflict  with  thei:  k^t^''  ■ 
clients — he  maintains  a  purely  advisory 
role,  which  has  helped  him  develop  c!os(  {*» 
friendships  with  movers  and  shakers 
Wolfensohn   counts   some   30  CEOi 
among  his  steady  clients.  "Jim  is  proba 
bly  the  most  charming,  worldly,  sophis 
ticated  operator  in  the  financial  world, 
says  a  rival  banker.  "He  has  probabljPotos 
got  the  best  Rolodex  of  any  individual 
bar  none.  He  makes  Henry  Kissingei 
look  second-rate." 

'TROPHY  BANKER.'  But  Competitors  aisc 
claim  his  success  is  a  triumph  of  atmo 
spherics  over  substance.  "You've  hearc 
of  trophy  wives.  He's  a  trophy  banker, 
says  one.  Says  another:  "He's  one-thirc 
psychiatrist,  one-third  concierge,  anc  Aerti 
one-third  business  adviser.  If  your  jei 
breaks  down,  he  will  lend  you  his."  Re 
torts  Wolfensohn:  "We've  done  over  $lf  K 


CARDS  FROM  JIM  WOLFENSOHN'S  FILE 

Wo/fenso/in's  links  with  corporafe  chiefs  combine  bus/ness  and  pleasure 


Longtime  friends.  Sat  on  Rockefeller 
Foundation  board 


Advi  sed  on  purchase  of  C&S/Sovron. 
Has  known  McColl  for  25  years 


Serves  on  CBS  board 

Represented  Du  Pont  in  1991  divestiture 
of  coal  division.  Recruited  Woolard  to 
raise  money  for  Kennedy  Center 


I  FORMER  CHAIRMAN,  CHASE  MANHAnAN 

HUGH  I.  McCOLL  JR 

CEO,  NMIOt^SBANK 

LAURENCE  TISCH 

CEO,  CBS 


(10,  DU  PONI 


billion  in  transactions  in  the  last  twcSiENi 
years.  You  don't  do  that  by  being 
concierge."  Clients  agree.  "He's  a  gooc 
person  to  bounce  ideas  off,"  says  Ver- 
non R.  Loucks  Jr.,  head  of  Baxter  Inter 
national  Inc.  "He  is  not  looking  to  do 
deals  but  what  makes  good  financia 
sense  for  the  corporation." 

Wolfensohn  has  woven  together  his 
business,   personal,   and   philanthropic  ir, 
lives  to  form  a  single,  reinforcing  wet 
of  interests.  He  takes  small  groups  oi  lep 
friends  and  an  occasional  client  on  fish 
ing  trips  to  Alaska  but  is  careful  not  tc 
talk  business.  He  not  only  serves 
chairman  of  the  Kennedy  Center 
Washington,  D.  C,  but  is  also  an  accomlnotlier 
plished  cellist  who  counts  famous  artists  (fcift 
like  Mstislav  Rostropo- 
vich  as  friends. 

Maintaining  a  high 
profile  in  the  perform 
ing  arts  has  been  good|iitter 
for  business.  Take  Ed 
gar  S.   Woolard  Jr. 
chief  executive  of  Du- 
Pont  Inc.  Four  years  fejj 
ago,  Woolard  invited  biik 
Wolfensohn  to  speak 
about  ethics  at  Du  Pont 
and  subsequently  be 
came   a  client  and  £ 


Advised  AmEx  on  sale  of  subsidiary. 
Works  with  Robinson  at  Kennedy 
Center,  Carnegie  Hall  data  BW 


JAWES  D.  ROBINSON  III 

CEO,  AfAERICAN  EXPRESS 
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friend.  Wolfen-  dn,, 
later   recruited  iti, 
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Woolard   to  head 
group  of  25  business 
leaders  who  raise  funds 
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■  the  Kennedy  Center.  Wlien  Du  Pont 
d  its  coal  business  in  1991,  Wolfen- 
m  brol<ered  the  deal.  "He  has  an  un- 
ual  blend  of  skills,  knowledge,  and 
itacts  that  are  very  useful,"  says 
jolard. 

V^olcker,  who  joined  the  firm  in  1988, 
ds  enormously  to  the  firm's  clout — 
d  its  mystique.  "He  has  immense  in- 
^rity,"  says  Scott  E.  Pardee,  chairman 
Yamaichi  Securities  and  a  former 
deral  Reserve  official.  Recently, 
ilcker  flew  to  Tokyo  to  host  some  30 
panese  CEOs  and  meet  with  Bank  of 
pan  head  Yasushi  Mieno.  He  then  at- 
ided  a  Nestle  board  meeting  in  Zurich 
d  flew  on  to  Moscow  to  talk  to  Rus- 
,n  President  Boris  Yeltsin. 
Wolfensohn  learned  the  value  of  con- 
;ts  early.  In  his  Manhattan  office  are 
otos  of  his  three  mentors:  British  fi- 
nder Sir  Siegmund  Warburg,  a  mas- 
•  of  old-fashioned  relationship  invest- 
;nt  banking;  Lord  Richardson,  who 
1  Schroders  Inc.,  the  British  invest- 
mt  bank  whert  Wolfensohn  worked  in 
?  1970s;  and  William  Salomon.  As 
ad  of  Salomon's  corporate  finance  de- 
rtment,  Wolfensohn  worked  with 
ibert  Miller  on  the  Chrysler  bailout, 
lich  first  placed  Wolfensohn  in  the 
blic  eye.  He  opened  his  own  firm  in 
31. 

lENT  'BONDING.'  Wolfensohn's  busi- 
ss  strategy  was  simple:  court  a  small 
oup  of  CEOs.  Instead  of  prospecting 
;•  business,  depend  on  word  of  mouth, 
id  offer  clients  strategic  advice  that  is 
:ally  disinterested. 

Wolfensohn  now  presides  over  a 
riving  firm  of  100  employees,  with 
nt-venture  partners  in  Tokyo  and  Lon- 
n.  In  1991,  Wolfensohn  advised  on 
out  11  deals,  including  the  $4.3  billion 
;rger  of  NCNB  and  C&S/Sovran,  and 
quisitions  for  Kmart  and  Daimler- 
mz.  He  charges  a  retainer,  ranging 
3m  $250,000  to  several  million,  which 
fes  CEOs  regular  access  to  him,  plus 
other  fee  if  the  firm  advises  on  a 
ecific  transaction.  "There's  a  differ- 
ce  between  being  a  hired  gun  and 
ving  a  sense  of  intimacy  with  a  cli- 
t,"  says  Wolfensohn.  "A  CEO  has  got 
feel  he  can  call  you  on  a  personal 
itter.  There  has  to  be  some  sort  of 
nding." 

Right  now,  Jim  Wolfensohn  has  a  lot 
ling  on  Olympia  &  York.  Miller  is 
lying  a  key  role  in  selling  the  Reich- 
anns'  restructuring  plan  to  bankers, 
though  Wolfensohn  says  Volcker  is 
it  involved,  observers  speculate  that 
jichmann  believes  having  the  former 
!d  chairman  on  his  team  might  help 
?line  skittish  bankers  to  negotiate 
ther  than  pull  the  plug.  With  O&Y  in 
ep  trouble,  having  Volcker  in  the 
ings  certainly  can't  hurt. 

By  Leah  Nathans  Spiro  in  New  York 


REAL  ESTATE  I 


IS  OLYMPIA  &  YORK 
TOO  BIG  TO  SINK? 


The  developer's  hard-line  bargainiiig  with  lenders  just  may  pay  off 


Paul  Reichmann  is  the  soul  of  soft- 
sjjoken  audacity,  quietly  maneu- 
vering over  the  past  three  de- 
cades to  build  the  largest  real  estate 
empire  on  earth.  Now,  though,  most  of 
the  planet  is  in  a  commercial  real  estate 
slump,  his  own  buildings  are  in  bad  trou- 
ble, and  he's  behind 
on  debt  payments. 
But  Reichmann, 
whose  murmuring 
speech  makes  listen- 
ers strain  to  hear, 
has  lost  none  of  the 
old  nerve. 

The  chief  strate- 
gist for  his  family- 
owned  Olympia  & 
York  Developments 
Ltd.  brazenly  told  its 
91  bank  creditors  at 
an  Apr.  13  meeting 
in  Toronto  that  he 
wants  not  only  to  re- 
tain control  of  the 
empire  but  to  keep  it 
intact.  To  accomplish 
this,  he  is  counting 
on  a  critical  fact: 
O&Y  is  too  big  to  fail 
without  widespread 
pain  to  others.  Banks  holding  the  $12 
billion  in  real  estate  loans  would  face  a 
horrendous  crisis.  If  Toronto-based  O&Y 
goes  under,  says  a  key  adviser,  former 
Chrysler  Corp.  executive  Robert  S. 
Miller  Jr.,  that  would  be  "a  disaster  for 
all  concerned."  Foreclosures  would  leave 


/  Stay  in  charge  of  Olympia  & 
York  and  keep  all  of  its  equity 


/  Resist  large-scale  asset  sales, 
which  would  fetch  a  pittance  in  to- 
day's depressed  market 


/  Promise  lenders  they'll  come 
out  whole,  but  get  them  to  defer  in- 
terest payments  and  loans  coming 
due,  pending  a  restructuring  agree- 
ment on  the  $12  billion  bank  debt 


/  Get  new  loans  of  $175  million  to 
continue  work  at  Canary  Wharf 
and  $85  million  to  meet  O&Y  oper- 
ating needs 


banks  holding  many  problem  buildings, 
which  they  would  have  little  hope  of  sell- 
ing at  a  time  of  huge  office-vacancy 
rates.  That  could  destroy  some  banks' 
balance  sheets. 

If  O&Y  can  hold  on  to  all  its  properties, 
it  would  be  a  feat  that  no  other  big-time 
deadbeat  developer, 
from  Donald  Trump 
to  John  C.  Portman 
Jr.,  has  accom- 
plished. To  top  that, 
Reichmann  wants 
some  fresh  loans,  in- 
cluding $175  million 
to  keep  afloat  its 
woebegone  Canary 
Wharf  project  in 
London.  And  he 
wants  a  halt  on  debt 
principal  and  interest 
payments  while 
working  out  a  per- 
manent loan  restruc- 
turing— with  the 
promise  that  lenders 
will  eventually  be 
made  whole  (table). 

Can  O&Y  pull  this 
off?  It  may  come 
closer  than  many 
people  think.  Restructuring  experts  pre- 
dict that  the  Reichmanns  may  eventually 
only  have  to  hand  over  about  207<  of 
their  equity  to  lenders.  The  family  may 
also  be  forced  to  sell  some  of  its  stock  in 
such  O&Y-controlled  public  companies  as 
papermaker  Abitibi-Price  Inc.  and  oil 


NCE 


BUSINESS  WEEK/APRIl  27,  1992  89 


t 


■nance 


producer  Gulf  Canada  Resources  Ltd. 
That  could  be  it. 

o&y's  hard-line  opening  gambit  is 
based  on  the  premise  that  its  assets  are 
only  temporarily  undervalued.  Once  they 
recover,  Miller  argues,  the  portfolio's 
net  worth  will  be  a  tidy  $4.6  billion.  Un- 
fortunately, secrecy-obsessed  O&Y  so  far 
is  offering  the  banks  only  partial  finan- 
cial data  to  back  this  up.  The 
Reichmanns  want  to  dicker  with  sepa- 
rate sets  of  creditors,  thus  hindering 
someone  from  putting  together  the 
pieces  of  the  Reichmanns'  intricate  glob- 
al web  of  financings.  But  this  may  inten- 
sify squabbling  among  the  banks. 

The  Reichmann  secrecy  also  led  to  in- 
ternal turmoil  on  the  eve  of  the  negotia- 
tions. O&y's  president  of  just  three 
weeks,  former  Manufacturers  Hanover 
Corp.  No.  2  Thomas  S.  Johnson,  quit  af- 
ter apparently  losing  a  fight  with  his 
new  boss  for  more  disclosure.  Johnson, 
who  couldn't  be  reached  for  comment, 
was  reportedly  on  board  just  for  the  O&Y 
debt  revamp  and  then  planned  to  return 
to  banking.  Playing  cute  with  his  old 
comrades  was  not  in  his  interest. 
MAJOR  BREAK.  Johnson's  replacement 
has  a  track  record  in  rescuing  ailing  be- 
hemoths. Former  Chrysler  Vice-Chair- 
man Gerald  Greenwald,  working  with 
Miller,  now  a  partner  at  James  D. 
Wolfensohn  Inc.  (page  88),  brought  the 
auto  maker  through  federal  bailout  talks 
12  years  ago.  Still,  neither  man  is  a  real 
estate  expert.  Admits  Miller:  "I  didn't 
know  how  to  spell  real  estate"  when  he 
was  hired  in  late  March.  Greenwald  and 
Miller  will  be  overshadowed  in  the  talks 
by  Paul  Reichmann. 

Their  greatest  challenge  will  be  per- 
suading bankers  to  continue  funding  Ca- 
nary Wharf.  The  project  needs  an  addi- 
tional $3  billion  for  completion.  Stopping 
the  $6.5  billion  complex  now  would  be 
self-defeating,  O&Y  contends,  since  its  re- 
cently completed  first  phase  was  only 
expected  to  break  even.  The  massive  de- 
velopment got  a  boost  with  the  victory 
on  Apr.  9  of  Prime  Minister  John  Ma- 
jor's Conservative  Party,  which  favors 
extending  the  London  subway  to  out-of- 
the-way  Canary  Wharf.  Nevertheless, 
London's  vicious  real  estate  recession 
has  left  the  Reichmanns'  wonderland 
with  a  407'  vacancy  rate. 

Most  bankers  grudgingly  admit,  how- 
ever, that  the  Reichmanns  are  best  suit- 
ed lo  deal  with  their  assets.  Letting  a 
horde  of  bankers  take  over,  says  Paula 
K.  Konikoff,  director  of  real  estate  valu- 
ation at  KPMG  Peat  Marwick,  "would 
bring  chins."  That  fear  is  Paul 
Reichmann's  best  friend. 

By  Will  ill  "I  C.  Symonds  in  Toronto,  with 
Mark  Marehmnt  iyi  London  and  Larry 
Light  in  New  York 


MARKETS  &  INVESTMENTS! 


DISCOVERING 
THE  FABUIOUS  50s 


A  TVA  bond  issue  reveals  investors'  unexpected  faith  in  the  long  view 


Fi 


lor  months,  the  bond  market  has 
been  pounded  with  mortar  shells. 
Fearful  of  a  ballooning  budget  def- 
icit and  a  rekindling  of  inflation,  fixed- 
income  investors  have  shunned  long 
bonds  like  the  plague  in  favor  of  lower- 
yielding  short-term  securities. 

But  what  happened  on  Apr.  9  may 
have  changed  all  that.  The  Tennessee 
Valley  Authority,  a  quasi-governmental 
agency  and  one  of 
the  largest  U.  S.  util- 
ities, offered  a  cool 
$1  billion  in  50-year 
bonds — the  largest 
50-year  issue  in  U.  S. 
history.  Rather  than 
run,  investors  over- 
subscribed the  issue 
two  to  one. 

Half  the  issue  is 
conventional  coupon 
bonds  priced  to  yield 
8.52%  a  year — a  little 
more  than  a  half  a 
percentage  point 
above  the  rate  on  30- 
year  Treasuries.  The 
other  half  was 
"stripped":  Coupons 
maturing  in  the  next 
20  years  were  turned 
into  zero-coupon 
bonds,  with  yields 
depending  on  when 
the  bonds  mature. 
The  remaining  cou- 
pons were  grouped 
into  a  hybrid  securi- 
ty, paying  no  interest  for  20  years  and 
making  interest  payments  for  the  next 
30.  These  hybrids,  which  were  bought 
for  16(t  on  the  dollar,  have  a  yield  to 
maturity  of  8.947'  a  year. 
SCARCITY.  The  warm  reception  puzzled 
many  investors,  who  took  a  look — and 
passed.  William  F.  Malec,  the  tva's  chief 
financial  officer,  said  even  some  invest- 
ment banks  were  skeptical  about  the  is- 
sue. But  Ronald  J.  Ryan  of  Ryan  Labs 
Inc.,  a  Wall  Street  fixed-income  research 
firm,  wasn't  surprised.  "The  objective  of 
many  institutional  money  managers  is  to 
meet  liabilities  that  are  30,  40,  or  50 
years  away,"  he  says.  "Those  institu- 
tions need  assets  that  have  durations  of 
30,  40,  and  50  years." 

Long-lived  assets — especially  with  the 


THE  RISK  IN  THE  NEW 
50-YEAR  BONDS 

The  Tennessee  Valley  Authority  sold 
$1  billion  in  50-year  bonds.  Half  the 
issue  is  a  coupon  bond  with  a  yield  to 
maturity  of  8.52  % .  The  other  half  in- 
cludes a  hybrid  bond  that  pays  no  in 
terest  for  20  years  and  then  turns  into 
a  coupon  bond.  The  hybrid's  yield  to 
maturity  is  8.94% 

Here 's  what  happens  if  interest  rates 
change  sharply  from  today's  levels 


Change  in 

Change  in 

bond  price 

interest  rates 

Coupon  bond 

Hybrid  bond 

+  1% 

-10.1% 

-27.0% 

+  2 

-19.2 

-46.7 

-1 

+  12.0 

+34.6 

-2 

^26.4 

+  78.2 

DATA:  FIRST  BOSTON  CORP 
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AAA  credit  quality  of  the  TVA — ar( 
scarce.  The  U.  S.  Treasury  sells  30-yea 
bonds.  Resolution  Funding  Corp.,  thi 
agency  that  helped  finance  the  thrif 
bailout,  issued  40-year  bonds  a  fev 
years  back.  The  TVA  itself  sold  $2.5  bi 
lion  in  40-year  bonds  in  1989.  Pensio: 
funds  and  life-insurance  companies  onc( 
looked  to  real  estate  for  long-term  in  l{ 
vestments,  but  that  has  dried  up,  too 
Says  Charles 
Clough  of  Merril 
Lynch  &  Co.:  "Buy 
ers  of  these  bond: 
got  a  pretty  attrac 
five  deal." 

For  insuranc( 
companies  and  pen 
sion  funds  that  car 
tuck  the  bonds  awaj 
for  50  years,  th( 
chief  risk  is  that,  af 
ter  20  years,  interes 
rates  could  fall  an 
the  TVA  could  call  i 
the  bonds.  Gregorj  "^^s  -^t 
J.  Parseghian,  heac  lot'inf 
of  fixed-income  re  i- 
search  at  First  Bos 
ton  Corp.,  thinks 'bintc 
many  buyers  expecl  si"*  il« 
a  call.  "At  leasi  at 
there's  20  years  oiiusicis 
call  protection,"  b€  h.  U 
says.  "High-qualitj  Wl  tl 
corporate  bonds  onlj  'fn^^': 
give  5  or  10."  iS": 

For  investors  whc  *  Kf- 
have  to  "mark  tcisibint 
market" — price  their  holdings  daily  ac-  ■'  ■iiti 
cording  to  the  market — these  bonds -  fo 
could  be  stomach-churners.  If  interest  fnipli) 
rates  go  up  one  point,  the  value  of  thetdrytha 
coupon  bond  declines  10.17,  and  the  hy-feiii; 
brid  tumbles  277  (table).  But  if  interest  I  N 
rates  fall  by  one  point,  the  prices  of  the  lai'  iji 
two  jump  up  127  and  34.67  respectively,  kging  i 
The  tva's  success  may  touch  off  ail'Hj 
boomlet  in  bonds  that  don't  mature  until  diinilaB] 
the  middle  of  the  next  century.  "We're 
not  opposed  to  50s,"  says  John  L.  ies| 
Hague,  a  principal  at  Pacific  Investment  itsl 
Management  Co.,  which  runs  $36  billion  ilm 
in  fixed-income  accounts.  "It's  a  matter:.) 
of  price.  If  the  yield  had  been  closer  to 
97  ,  we  might  have  bought."  Who  says  111 
long-term  investing  is  dead? 

By  Jeffrey  M.  Laderman  in  New  York 
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^  FINANCIAL  WIZARDRY  AND  MAJOR  FINDS,  MOFFETT  HAS  HELD  RETURNS  ABOVE  20% 


tEEPORT-MCMORAN, 
RARE  COMMODITY 


1  the  mining  company  keep  on  conjuring  up  miracles? 


ames  R.  Moffett,  chief  executive  of 
mining  company  Freeport-McMoRan 
Inc.,  isn't  afraid  to  stand  out  in  a 
vd.  At  a  recent  celebration  in  Indone- 
3f  the  25th  anniversary  of  his  compa- 
operations  there,  with  government 
business  leaders  watching,  Moffett 
ce  into  an  Elvis  impersonation.  Ex- 
ns  Moffett,  who  often  copies  the 
g  at  company  Christmas  bashes: 
isic  is  a  common  denominator." 
m  Bob  Moffett  is  a  standout  in  fi- 
eial  theatrics  as  well.  He  presides 
-  a  $1.6  billion  natural-resource  giant 
id  in  New  Orleans  that  has  some  of 
richest  gold,  copper,  and  sulfur  de- 
ts  in  the  world.  The  bad  news:  Most 
modities  prices  have  been  in  the 
ips  for  years.  In  response,  Moffett 
employed  a  heavy  dose  of  fiscal  wiz- 
•y  that,  coupled  with  lightning-quick 
ts  in  strategy  and  no  small  amount 
good  luck,  has  enabled  Freeport 
f-eholders  to  prosper  handsomely. 
SING  DEEP.  Since  Moffett  took  over 
984,  shareholders  have  realized  com- 
nd  annual  returns  of  more  than  20'a  , 
mean  feat  for  a  resource  company, 
pite  ups  and  downs,  its  stock  has 
;hone  competitors  (chart).  Analyst 
n  C.  Tumazos  of  Donaldson,  Lufkin 
enrette  Securities  Corp.  lauds  Mof- 
,'s  financial  prowess.  He  says: 
ey've  been  the  most  creative  compa- 
n  natural  resources." 
[offett's  creativity  was  born  of  neces- 


sity. After  Freeport-McMoRan  was 
formed  from  the  merger  in  1981  of  Free- 
port  Minerals  and  McMoRan  Oil  &  Gas, 
the  company  found  itself  short  of  the 
reserves  necessary  for  long-term  surviv- 
al. So  Moffett,  a  geologist  by  training 
who  is  assisted  by  dual  chief  financial 
officers,  began  a  $1.5  billion  acquisition 
spree. 

With  cash  flow  badly  squeezed  by  low 
commodity  prices,  Moffett  was  forced  to 
find  novel  ways  to  pay  for  deals.  Believ- 
ing investors  were  undervaluing  his  con- 
glomerate, he  spun  off  parts  of  some 
subsidiaries  to  the  public  to  help  raise 
cash.  Initial  public  offerings  of  Free- 
port's  gold  company  and  an  oil-and-gas 
limited  partnership  in  1985,  for  instance, 
brought  in  $165  million.  At  one  point,  the 


CANNY  FREEPORT 
OUTPACES  THE  FIELD 
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company  had  six  publicly  traded  units. 

But  two  spectacular  discoveries  in 
1988,  within  six  months  of  each  other, 
posed  an  even  bigger  challenge  for  Free- 
port.  A  joint  venture  it  controlled  made  a 
major  sulfur  find  in  the  Gulf  of  Mexi- 
co— North  America's  largest  in  25  years. 
And  another  Freeport  unit  discovered  a 
huge  extension  of  its  Grasberg  ore  body 
in  Indonesia,  which  transformed  the  de- 
posit into  the  largest  single  gold  reserve 
and  one  of  the  five  largest  copper  re- 
serves in  the  world. 

EASY  GO.  There  was  only  one  problem: 
The  company  needed  more  than  $1  bil- 
lion to  develop  these  finds.  So  Moffett 
set  to  work  jettisoning  many  of  the  as- 
sets he  had  worked  hard  to  acquire — 
some  $2  billion  worth  since  1989. 

That  wasn't  enough,  though.  Because 
of  its  below-investment-grade  debt  rat- 
ings— in  the  double-B  range — and  what 
it  considers  an  undervalued  stock  price, 
Freeport  decided  to  steer  clear  of 
straight  debt  or  eqi'iity.  Last  year,  the 
parent  company  and  the  copper-and-gold 
unit  together  issued  three  convertible 
debt  offerings,  raising  $700  million.  Two 
of  the  three  were  zero-coupon  bond  is- 
sues, which  allow  Freeport  to  postpone 
paying  interest,  thus  conserving  cash  to 
develop  its  new  projects. 

By  the  start  of  this  year,  Moffett  de- 
cided to  pare  down  the  company's  hefty 
debt  burden,  giving  it  future  financial 
flexibility  to  take  advantage  of  opportu- 
nities. Freeport  is  considering  nearly 
doubling  production  at  its  Grasberg 
mine  by  the  start  of  1996,  at  a  cost  of  up 
to  $800  million.  To  deleverage  in  the 
meantime,  its  Resource  Partners  unit  re- 
cently raised  $426  million  through  a  pub- 
lic stock  offering,  and  the  parent  compa- 
ny generated  an  additional  $250  million 
in  a  private  placement  of  convertible  pre- 
ferred shares.  In  the  next  few  months,  it 
aims  to  spin  off  real  estate  and  oil-and- 
gas  assets  to  shareholders.  The  benefit 
to  Freeport:  About  $500  million  in  debt 
will  shift  to  the  new  company.  Free- 
port's  debt,  net  of  cash,  should  be  about 
$700  million  by  midyear,  down  about  60% 
from  yearend  1991. 

Alas,  the  near-term  earnings  picture 
isn't  so  rosy.  Prices  for  such  commod- 
ities as  gold,  phosphate  fertilizer,  and 
natural  gas  are  even  weaker  than  usual. 
Analysts  figure  that  Freeport's  profits 
from  current  operations  could  di'op  by 
267f,  to  $85  million  this  year. 

But  many  investors  are  still  bullish  on 
Freeport.  "We  can  see  them  not  only 
surviving  but  prospering,  even  if  com- 
modity prices  decline  significantly,"  says 
Mark  W.  Johnson,  gold  fund  manager  at 
T'SA.A  Investment  Management  Co.  and  a 
Freeport  shareholder.  After  all,  one 
Freeport  commodity  remains  strong: 
Moffett's  financial  magic. 

By  Wendy  Zellner  in  New  Orleans 
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THE  BELLS  ON 
THIS  SLOT  MAKER 
KEEP  RINGING 


Chuck  Mathewson's  fortunes  are 
tied  to  the  widening  worldwide 
thirst  for  gambling  revenue. 
Since  1986,  Mathewson  has  steered  In- 
ternational Game  Technology  to  be- 
come the  world's  largest  producer  of 
slot  machines  and  other  gaming  equip- 
ment. Earnings  have  been  on  an  up- 
swing, and  igt's  stock  has  been  hot — 
jumping  449/f  last  year  and  some  35% 
so  far  this  year,  to  30. 

No  wonder  many  investors  have 
turned  jittery  toward  the  Reno-based 
company.  Two  worries  nag  them:  Some 
insiders,  including  Chairman  and  CEO 
Mathewson  and  IGT  President  Jack 
Russell,  have  sold  shares  and  reaped 
huge  profits.  And  these  investors  sus- 
pect earnings  won't  grow  fast  enough 
to  sustain  the  stock's  heady  price-earn- 
ings ratio  of  40. 

"Not  to  worry,"  says  Mathewson, 
who  has  pared  his  IGT  stake  from  99f  a 
year  ago  to  a  tad  over  S'f.  "I  do  things 
differently.  I  won't  ever  sell  stock  if  I 
know  something  has  gone  wrong  or  if 
earnings  will  collapse.  I  only  sell  when 
I'm  very  sure  that  the  company  will 
continue  to  do  very  well,"  he  explains. 

"The  truth  is,  IGT  has  just  begun  to 
scratch  the  surface  of  something  very 
big,"  he  says.  "Gaming  is  exploding 
worldwide,  and  the  market  for  our 
products  is  much  bigger  than  what  ev- 
erybody else  estimates  it  to  be,"  says 
Mathewson.  And  IGT  is  the  only  major 
company  licensed  to  sell  gaming  equip- 
ment in  all  parts  of  the  world  where 
gaming  is  legal,  he  adds. 
INTO  JAPAN.  IGT's  next  source  of  big 
growth:  Japan.  After  three  years  of 
talks,  the  company  has  approval  to 
submit  specifications  for  the  machines 
it  proposes  to  make  for  that  market. 
The  IGT  units  will  be  patterned  after 
the  Japanese  Patischvro — a  cross  be- 
tween the  popular  Pachinco  game  ma- 
chine and  the  traditional  slot  machine. 

Some  600,000  Patischvro  machines 
are  currently  operating  in  Japan,  a 
market  that  can  absorb  more  than  1 
million  gaming  machines,  says  Math- 
ewson. IGT  is  expected  shortly  to  sign  a 
marketing  "alliance  pact"  with  a  major 
Japanese  company  for  IGT's  machines. 
The  Japanese  market  will  produce  an- 
nual revenues  of  $100  million  starting 
next  year,  Mathewson  estimates.  Total 


A  GAMING  COMPANY 
GOES  FOR  THE  JACKPOT 


DATA:  8RIDGE  INFORMATION  SYSTEMS  INC. 


IGT  sales  last  year  was  $237  million. 

Several  analysts  are  also  big  IGT 
fans.  "The  IGT  story  remains  the  most 
powerful  one  we  know  of,  and  we 
would  buy  the  stock  even  at  these  lev- 
els," argues  Morgan  Stanley's  Kurt 
Feuerman.  Based  on  his  projected 
earnings  of  $1.15  a  share  for  1993  and 
$1.60  in  1994,  he  figures  the  stock  will 
rise  to  46  a  share  this  year  and  to  64  in 
1994.  "These  valuations  seem  very 
achievable  in  light  of  the  company's 
exciting  growth  prospects."  Last  year, 
per-share  earnings  jumped  53%,  and  in 
the  prior  three  years,  they  shot  up  at  a 
compounded  yearly  rate  of  40%.  In  the 
two  most  recent  quarters,  net  zoomed 
112%  and  89%,  respectively. 


BOEING  IS 

ON  THE  RUNWAY 


I  oeing  hasn't  been  getting  much 
■  investor  respect  lately  because 
'of  the  recession  and  the  woes 
facing  the  troubled  airline  industry. 
But  now  the  major  maker  of  commer- 
cial jets  is  starting  to  excite  investors 
who  scout  for  the  big  "fallen  angels." 

Take  money  manager  Tony 
Hitschler,  president  of  Brandwine  As- 
set Management.  "As  a  devoted  value 
investor,  I  can't  ignore  a  company  like 
Boeing  that's  selling  at  only  nine  times 
earnings;  a  coiTipany  that's  fundamen- 
tally sound  and  whose  prospects  are 
certain  to  improve  with  the  pickup  in 
the  economy,"  he  says.  The  stock, 
down  as  low  as  40  a  share  last  year, 
rebounded  to  54  when  the  market  ral- 
lied in  January.  But  a  series  of  cancel- 
lations in  aircraft  orders  from  several 
besieged  airlines  put  renewed  pressure 


on  the  stock,  and  it  fell  to  43.  It  is  nov 
trading  at  47.  Some  big  investors  an 
convinced  Boeing  will  fly  to  60  whei 
the  recoverv"  becomes  more  ci'edible. 

Smith  Barney  Harris  Upham  analys 
Mike  Rosen  has  put  out  a  strong  buj 
on  Boeing.  "Investors  will  see  beyonc 
their  current  concerns  and  pay  a  fan 
price  for  Boeing's  stock,"  once  the  air 
lines'  revenue-per-passenger  start: 
perking  up,  he  says.  Airline  spending  is 
stabilizing,  and  he  expects  new  orders 
to  increase,  primarily  for  Boeing's  777 
widebodies.  Already,  Cathay  Pacific 
Airways  has  ordered  11  of  the  777  jets 
Boeing  should  be  able  to  maintain  its 
production  schedule,  says  Rosen.  Ht 
sees  earnings  of  $5.50  a  share  in  199^ 
and  $5  this  year,  vs.  $4.56  in  1991. 

One  major  investor  believes  that 
Boeing's  first-quarter  earnings  will  ex- 
ceed expectations  and  that  1992  profits 
will  also  be  an  "upside  surprise." 


RECESSION  BEATERS 
IN  THE  NEWS? 


While  the  Street  is  going  gaga 
over  shares  of  highly  cycli- 
cal companies — auto,  paper 
and  chemical — investment  manager 
George  Jacobsen  is  staunchly  avoiding 
them.  He  thinks  the  recovery  will  stay 
lackluster.  The  companies  to  be  in,  he 
says,  are  those  whose  earnings  will  be 
robust  in  spite  of  a  hesitant  recovery 
Jacobsen,  who  heads  equity  invest- 
ing at  Ti'evor  Stewart  Burton  &  Jacob 
sen,  a  New  York  investment  firm,  sees 
newspaper  publishing  stocks  as  stand- 
outs in  a  group  he  believes  will  do  well 
in  a  sluggish  recovery-.  "We  regard 
them  as  truly  growth  companies." 

Two  of  his  picks:  Knight-Ridder 
which  has  distinguished  itself  in  the 
industry'  by  tight  cost  control,  and  Lee 
Enterprises.  Lee's  strength,  according 
to  Jacobsen,  is  its  dom.inance  in  small 
markets  in  the  Midwest  and  West, 
where  it  owns  19  daily  and  32  weekly 
newspapers  and  7  TV  stations. 

Knight-Ridder,  publisher  of  The  Mi- 
ami Herald  and  Philadelphia  Inquir- 
er, has  demonstrated  pricing  power, 
Jacobsen  says,  by  hiking  newsstand 
prices  without  losing  much  circulation. 
He  also  likes  its  electronic  news  and 
business-information  services.  The 
stock  hit  a  high  of  61  on  Apr.  15,  and 
he  sees  90  to  100  within  three  years. 

Lee,  which  publishes  the  Wisconsin 
State  Journal,  serves  smaller  mar- 
kets, but  they  have  been  "dependable," 
says  Jacobsen.  He  thinks  that  Lee, 
now  at  26,  will  be  at  50  in  three  vears. 
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WHEN  BANK  RATES  JUST  WONT  DO 
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"At  this  rate, 
rd  better  move  my 
savings  to  Fidelity." 

At  a  time  when  you  may  be  looking  for  a  higher-yielding  investment  alternative  to  your  bank 
account  or  CD.  Fidelity  offers  you  more  income  for  your  money.  XJ^e  re  ready  to  help  you  find  the  mutual 
fund  that  offers  the  best  balance  between  the  income  you  need  and  the  risk  you're  comfortable  taking. 


For  High  Yields  and 
Stabihty... 

Fidelity  Cash  Reserves  offers 
you  higher  \  ield>  than  the  lueniee 
six-month  CD.  Plib,  it  is  munaged  to 
maintam  a  st'able  share  price  so  that 
the  dollar  \  ou  in\est  today  is  worth  a 
dollar  tomorrow. '  (Minimum  tavest- 
ment:  S2.500.) 


Fidelity  Beats  the  Banks 


...Or  For  Even  Higher 
Income  Potential 

Fidehty  Short-Term  Bond 
Portfolio  mvesi>  primarily  in  a  broad 
range  of  tixed-income  securities  and 
maintains  an  average  portfolio  mam- 
rity  of  three  years  or  less.  Its  share 
price  does  fluctuate,  so  you  may  have 
a  gain  or  loss  w  hen  you  sell  shares. 
I  Minimum  Investment:  S2.50O.) 


Let  Fidelity  Show  You  How-Call  For  Our  Free 
Common  Sense  Guide  to  Investing  for  Income 

Fideiit}  profesMonals  are  available  24  hours  a  da\  to  help  \"ou  get  the  most  for  vour  sa\  uigs. 
Call  today,  and  well  send  \  ou  A  Common  Sense  Guide  to  Investing/or  Income,  mr 
brochure  full  of  tips  to  help  you  choose  the  investments  that  are  riuht  for  vou. 


\  isit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


Fidelity  ^j-^  Investments 


Common  sense.  Uncommon  results. 


For  more  complete  informaiion.  including  charges  and  expenses  call  for  a  free  prospectus  Read  the  prospectus  carefully  before  you  invest  or  send  monev-  *  Verage  six-month  CD 
rate  for  die  week  ending    1192  according  to  BA.N  K  R.\TE  .MON ITOR.  For  Cash  Resenes.  annualized  historical  >  leld  for  tiie  "-da>  period  ended  3  1192  Vidds  niB  \ar\.  For 
Shon-Term  Bond.  \  ield  for  the  30-dav  perujd  ended  ,^  11  92  The  one->ear  total  return,  the-year  total  return,  and  life  of  fund  ( from  9  15  86 )  average  annual  return  ended 
li'31  '91  were  l4.03°o  ,  ''.94''o  and  "82%  respectively  Total  returns  are  historical  and  include  change  in  share  price,  reinvestment  of  dnidends  and  capital  gains  avtraae- 
sized  account.  Short-Term  Bond  s  share  price,  yield  and  return  » ill  vary  Unlike  most  bank  products,  die  funds  do  not  offer  a  fixed  rate  of  return  .\n  investment  in  either  Fund  is" 
not  insured  or  guaranteed  bv  die  L  ,S  government. '  Cash  Reserves  cannot  asstire  diat  its  SI  share  price  will  be  maintained.  Fidelin  Distributors  Corporation 
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MERGERS  I 


HUGH  McCOlL'S 
MASTERWORK 

So  far,  NationsBank  is  a  model  merger 


When   NCNB   Corp.  announci 
plans  last  July  to  acqui 
C&s/Sovran  Corp.  for  $4.6  1 
lion  in  stock,  skeptics  wondered  if  Hu 
L.  McColl  Jr.  had  finally  overstepped  1 
outsized  ambitions.  After  all,  the  merg( 
wasn't  only  the  biggest  deal  NCNB 
predatory  chief  executive  had  ever  uil 
dertaken,  it  was  one  of  the  bigges 
mergers  in  U.  S.  banking  history. 

But  nine  months  later  and  barel 
three  months  after  the  merger  wa 
made  final,  it  appears  that  McColl 
nearly  seamless  melding  of  the  tw 
Southeastern  superregional  banks  ma 
become  a  model  for  other  banking  con 
binations  in  the  1990s.  NCNB-C&S/Sovra 
now  renamed  NationsBank  Corp.,  is  th 
nation's  fourth-largest  bank.  With  $11 
billion  in  assets,  the  Charlotte  (N.  C 
bank  is  even  bigger  than  money-cente 
giants  such  as  Chase  Manhattan  Corj  wttA. 
and  First  Chicago  Corp. 

While  there  have  been  a  number 
snafus,  McColl  has  avoided  many  of  th 
mishaps  that  have  dogged  other  199 
megabank  deals.  Chemical  Bankin 
Corp.  is  still  three  months  away  fron 
merging  its  banking  unit  with  that  olliiii"S 
Manufacturers  Hanover  Corp.,  but  th  K 
56-year-old  McColl  is  close  to  fashioninj 
a  unified  nine-state  branch  system.  It 
an  awesome  network,  1,800-strong 
stretching  from  Maryland  to  Texas.  On 
reason  for  the  success  is  that  McCol 
didn't  have  to  face  the  agony  of  Chem 
cal  and  Manny  Hanny  in  integrating  tw(  ueiiti) 
banks  serving  the  same  market.  Instead 
he  joined  banks  in  adjacent  markets 


0 
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ONE  BOSS.  McColl  has  also  managed  t(  onsiMit 


ksare 


sidestep  the  popular  backlash  that  erupt 
ed  when  BankAmerica  Corp.  announcec 
its  acquisition  of  Security  Pacific  Corp 
last  August.  BofA  gained  Federal  Re 
serve  approval  for  its  deal  in  March  onh 
after  the  bank  agreed  to  divest  itself  o: 
more  than  200  branches  in  Westerrltntifi. 
states  while  also  pledging  $12  billion  ir 
loans  to  low-income  areas. 

In  contrast,  because  there  was  littl( 
overlap,  NationsBank  didn't  end  up  witi  ortpgi 
an  overwhelming  market  share  in  an 
one  state,  so  regulators  and  many  com 
munity   groups   saw   little  reason 
squawk.  What's  more,  the  bank,  mud 
like  Bank  of  America,  blunted  oppositio 
by  pledging  $10  billion  in  loans  for  low 
income  neighborhoods.  Even  McColl,  noi 
one  to  be  easily  flustered,  admits  t 
some  surprise.  "It's  gone  remarkably 
well,"  he  says. 

Just  how  well  may  become  apparent|(e!i  a 
on  Apr.  20,  when  NationsBank  an 
nounces  its  first-quarter  earnings 
Thanks  in  part  to  cost  savings  already 
kicking  in,  the  company  says  it  is  com- 
fortable with  analysts'  forecast  for 
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ty  517'  increase,  to  $240  million.  As 
the  $1  billion  in  earnings  that  Wall 
eet  expects  for  all  of  1992,  McColl 
s  the  fivefold  increase  from  199rs 
tated  profits  "seems  obtainable." 
'erhaps  the  major  lesson  of  the 
tionsBank  deal  is  that  it's  a  lot  easier 
Tierge  when  one  partner  is  in  charge, 
lile  the  Chemical-Manny  Hanny  merg- 
has  been  slowed  by  haggling  and 
ipromising,  McColl  has  been  able  to 
ve  swiftly  because  he's  running  the 
)w.  "This  was  not  a  merger  of 
lals,"  says  James  W.  Thompson, 
irman  of  NationsBank  East  and  a 
mer  vice-chairman  at  NCNB.  "People 
both  sides  knew  that  from  the  start." 
CNB  was  clearly  the  healthier  partner. 
Coll  and  his  senior  management  had 
re  experience  with  mergers  than  their 
nterparts  at  c&s/Sovran,  led  by  CEO 
inett  A.  Brown.  In  addition,  the  dis- 
I  record  of  Brown  and  President  Den- 
C.  Bottorff  in  merging  C&S  and  Sov- 
I  the  previous  year  didn't  help 
tters.  Their  go-slow,  consensus-build- 
consolidation  plan  ground  to  a  halt 
senior  executives  were  forced  to  deal 
h  an  explosion  of  problem  real  estate 
ns  at  Sovran  banks  in  the  Washing- 
CD.  C.)  area.  That  weakened 
;/Sovran's  balance  sheet,  drove  down 
stock  price,  and  made  it  vulnerable  to 
eover. 

IcColl's  primacy  was  confirmed  last 
;ober,  when  NCNB  executives  were 
ned  to  six  of  eight  senior  positions  at 

bank.  Although  Brown  retains  the 
3  of  chairman  at  NationsBank,  his  re- 
nsibilities  are  limited.  Bottorff  left, 
did  several  other  top  C&S  executives. 
Jnchallenged  control  has  made  it  rela- 
;ly  easy  for  McColl  to  cut  costs.  The 
'  of  the  merger  announcement,  he  as- 
ibled  a  transition  team  that  eventual- 
included  almost  1,000  staffers.  They 
ntified  500  major  business  areas  that 
aid  be  affected  by  the  merger.  Then, 
y  went  about  consolidating  opera- 
is,  such  as  credit-card  processing  and 
rtgage  servicing.  All  told,  about  9,000 
s  are  to  be  eliminated  by  1994  from 

premerger  total  of  nearly  60,000  em- 
yees.  More  than  3,000  of  those  jobs 
jady  are  gone,  mostly  through  attri- 
1.  McColl  has  upped  the  estimated  an- 
d  cost  savings  to  $450  million  by  1994 
m  the  $350  million  he  forecast  last 
nmer. 

iRRiED  WORKERS.  For  all  this,  the 
4 B-C&S/ Sovran  merger  hasn't  exactly 
!n  a  snap.  The  cutbacks  understand- 
y  hurt  morale.  "Everyone  worries: 
ill  I  have  a  job?' "  says  Executive 
e-President  Rusty  Rainey.  McColl  im- 
;ed  a  hiring  freeze  on  the  day  of  the 
rger  announcement,  figuring  that  at- 


trition would  result  in  most  of  the  need- 
ed job  cuts.  Even  so,  Rainey  says  per- 
haps as  much  as  207'  of  the  work-force 
reduction  must  come  from  layoffs. 

More  worrisome  is  NationsBank's  $2.8 
billion  in  bad  loans,  most  of  which  were 
inherited  from  C&s/Sovran.  Last  year, 
the  bank  set  aside  $1.6  billion  for  loan- 
loss  provisions.  But  McColl  also  would 
still   prefer  to   get  rid   of  many  of 
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NationsBank's  worst  credit  risks. 
AMRESCO,  a  workout  unit  created  by 
NCNB  in  1988  to  deal  with  troubled  loans 
at  its  Texas  bank,  is  offering  pools  of 
bad  loans  for  sale  at  a  discount.  One 
such  pool  includes  $500  million  worth  of 
commercial  real  estate  loans.  Executives 
expect  it  to  fetch  from  62$  to  65$  on  the 
dollar. 


Looking  ahead,  McCoH's  first  chal- 
lenge is  to  crank  up  lending.  He  has 
acquired  a  number  of  failed  banks  and 
thrifts  to  fill  out  his  branch  network. 
But  in  doing  so,  he  has  also  picked  up  an 
embarrassment  of  liquidity.  Low-cost 
customer  deposits  exceed  loans  out- 
standing by  an  astounding  $20  billion. 
The  bank  has  been  making  a  profit  by 
investing  those  funds  in  safe  govern- 
ment-backed securities,  but  there's  a 
much  bigger  payoff  to  be  made  by  book- 
ing higher-margin  loans. 
RETAIL  PUSH.  Even  though  there  has 
been  a  modest  upturn  in  corporate  loan 
demand  in  recent  weeks,  McColl  is  em- 
phasizing retail  lending.  He  says  that 
consumers  are  not  only  better  credit 
risks,  but  margins  on  retail  loans  are 
much  fatter.  By  1995,  McColl  says,  con- 
sumer loans  should  account  for  half  of 
NationsBank's  loan  portfolio,  vs.  the 
current  38%.  "That's  a  lot  of  car  loans, 
college  loans,  mortgages,  and  home-eq- 
uity loans,"  says  Kenneth  D.  Lewis,  the 
44-year-old  executive  in  charge  of  the 
retail  push  who  is  widely  perceived  as 
heir  apparent  to  McColl.  The  plan  also 
may  include  sizable  acquisitions  of  cred- 
it-card portfolios,  says  Lewis.  Nations- 
Bank is  currently  the  eighth-largest 
credit-card  issuer  in  the  country,  with  4 
million  accounts. 

McColl  is  eager  to  expand  the  number 
of  products  NationsBank  is  offering.  Al- 
ready at  the  forefront  of  those  demand- 
ing that  Congress  lift  the  ban  on  inter- 
state banking,  a  move  that  could 
eliminate  layers  of  local  management 
and  save  the  bank  another  $50  million  a 
year,  McColl  also  wants  expanded  secu- 
rities powers.  The  hope  is  that  Nations- 
Bank will  one  day  be  able  to  sell  mutual 
funds  and  annuities  directly  to  its  7  mil- 
lion customers. 

As  for  other  deals,  McColl  insists  he  is 
too  preoccupied  with  his  current  merger 
work  to  chase  after  new  quarry.  But  he 
remains  determined  to  build  a  bank  wor- 
thy of  its  name.  He  even  talks  about 
expanding  into  Canada  and  Mexico. 

Although  NationsBank's  capital  base 
is  solid,  analysts  say  McColl  will  have  to 
boost  its  stock  price  before  considering 
another  big  deal.  Stock  swaps  are  the 
preferred  method  for  bank  mergers.  So 
far,  NationsBank's  stock  has  risen  147 
this  year,  to  more  than  46.  Analysts  esti- 
mate that  NationsBank  would  have  to 
trade  a  good  deal  higher  than  that  to 
avoid  excessive  dilution  for  sharehold- 
ers— a  tall  order.  But  then,  Nations- 
Bank's feisty  CEO  seems  to  have  a  habit 
of  confounding  the  skeptics. 

By  Chuck  Hawkins  in  Atlanta,  with 
Suzanne  Woolley  in  New  York  and  Janet 
Fix  in  Washington 
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Having  retrenched  in  1991,  America's  banks  should  see  earnings  accelerate 


1991  return  on  equity 


Average  five-year  growth  in  earnings  per  share 


1991  nonperforming  assets  as  percent  of  assets 


MBNA 

28.5% 

FIRST  COMMERCE 

64.9% 

UNITED  MISSOURI  BANCSHARES 

0.2% 

fscea 
I  fie 

BANKERS  TRUST  NiW  YORK 

23.1 

INDUSTRIAL  BANK  OF  MPAN  TRUST 

53.5 

ISRAEL  DISCOUNT  BANK 

0.3 

J.  P.  MORGAN 

19.6 

FIRST  SECURITY 

36.8 

STATE  STREET  BOSTON 

0.4 

NORTHERN  TRUST 

19.0 

MANUFACTURERS  NATIOHAL 

36.0 

BANCORP  HAWAII 

0.4 

NORWEST 

18.5 

J.  P.  MORGAN 

23.4 

FIRST  CITIZEHS  BAHCSHARES 

0.5 

Melt 

STATE  STREET  BOSTON 

18.0 

SUMITOMO  BANK  OF  CALIFORNIA 

20.1 

COMMERCE  BANCSHARES 

0.6 

CENTRAL  BANCSHARES  OF  THE  SOUTH 

17.5 

WEST  ONE  BANCORP 

19.3 

FIRST  VIRGINIA  BANKS 

0.6 

lMor.27 
Itmuon 

FIRST  HAWAIIAN 

17.4 

FIRST  HAWAIIAN 

19.0 

FIRST  ALABAMA  BANCSHARES 

0.6 

BANKAMERICA 

17.1 

BANKAMERICA 

18.2 

REPUBLIC  NEW  YORK 

0.6 

issels 

FIFTH  THIRD  BANCORP 

16.6 

U.  S.  BANCORP 

17.7 

FIRST  HAWAIIAH 

0.6 

100-BANK  AVERAGE 

5.8 

100-BANK  AVERAGE 

-13.7 

lOO-BAHK  AVERAGE 

3.3 

«posili 

DATA:  STANDARD  8,  POOR  S  COMPUSTAT  SERVICES  INC. 


m. 


Alfred  Lerner  likens  his  job  to  hav- 
ing "one  foot  in  the  fire  and  the 
other  in  the  refrigerator."  It's  an 
apt  description.  While  serving  as  both 
chairman  of  MNC  Financial  Inc.  and  chief 
executive  of  MBNA  Corp.,  a  bank  special- 
izing in  credit-card  loans  spun  off  by 
MNC  in  January,  1991,  Lerner  has  experi- 
enced firsthand  the  extremes  of  triumph 
and  disappointment. 

MNC,  a  Baltimore  bank-holding  compa- 
ny, reported  a  $70.2  million  loss  for  1991. 
Buried  under  a  passel  of  bad  real  estate 
loans,  it  classified  10.27'  of  its  assets  as 
nonperforming.  That  was  the  highest  ra- 
tio of  bad  loans  reported  by  any  of  the 
100  banks  that  are  ranked  by  asset  size 
in  BUSINESS  week's  annual  Bank  Score- 
board (page  98). 

By  contrast,  MBNA,  in  Newark,  Del., 
reported  a  1G7'  gain  in  profits,  to  $149.2 
million,  making  it  the  most  profitable 
among  the  biggest  banks  last  year. 
MBNA's  return  on  equity  was  a  bountiful 
28.5%.  Even  though  card  rates  have 
been  under  pressure,  Lerner  notes  that 
MBNA's  cost  of  funds  has  declined  at  the 


same  pace  as  the  interest  charged  to 
consumers.  "The  profit  in  this  business 
is  the  spread,"  he  says. 

As  the  Scoreboard's  data  make  clear, 
MBNA  was  a  fluke,  however.  MNC  was 
much  more  typical  of  the  way  things 
were  for  banks  in  1991.  It  was,  in  short, 
another  dismal  year:  Net  earnings  for  all 
100  banks  fell  8%,  to  $8.5  billion.  In  1990, 
profits  were  up  10%.  And  the  overall 
rate  of  return  on  equity  for  banks  slid  to 
5.8%  from  1990's  6.5%.' 

As  in  MNC's  case,  bad  loans  continued 
to  dog  bankers  last  year.  The  recession 
exacerbated  commercial  real  estate  trou- 
bles. And  consumer-loan  delinquencies 
climbed  along  with  unemployment.  In 
all,  banks  charged  off  1.9%  of  their  loans 
last  year,  vs.  1.5%  in  1990.  By  the  end  of 
1991,  banks  had  reserved  $27  billion  to 
cover  future  losses.  Adding  to  loan-port- 
folio headaches  was  the  dearth  of  new 
business.  Outstanding  loans  fell  3%,  to 
$1.5  trillion — the  first  contraction  in  total 
loans  ever  recorded  by  BW  since  the 
Scoreboard  was  first  published  in  1973. 

Banks  in  the  Northeast  were  again 
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hardest  hit  by  loan  problems.  More  thar 
6%  of  Citicorp's  assets  were  nonperform 
ing  at  the  end  of  1991.  In  addition,  the 
nation's  largest  bank  increased  its  loan 
loss  provision  by  a  hefty  46%',  to  $3.1  k- 
billion.  In  California,  the  sagging  econo 
my  battered  banks  as  well.  Wells  Fargc 
&  Co.  more  than  tripled  its  bad-loan  re  h«k 
serves,  to  $1.3  billion.  At  the  end  of  1991 
nonperformers  accounted  for  4.5%  of  thf 
San  Francisco  bank's  $54  billion  in  as 
sets,  vs.  2.57  the  previous  year. 

HEARTY  HEARTLAND.  Of  COUrse.  not  ev 

ery  bank  was  preoccupied  with  soui 
loans.  The  Midwest  again  was  sparec 
many  of  the  real  estate  woes  afflicting  ^ 
the  two  coasts.  Consider  Kansas  City's 
United  Missouri  Bancshares  Inc.:  Only 
0.2%  of  its  assets  were  nonperforming 
last  year,  making  it  the  safest  bank  in 
the  top  100. 

In  addition  to  a  more  stable  economy, 
strict  lending  standards  helped  keep 
United  Missouri's  portfolio  clean.  The 
bank  declines  to  participate  in  loans  syn 
dicated  by  other  banks.  And  it  won't 
lend  more  than  $25  million  to  any  one 
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'ower.  "We've  had  a  longstanding 
imitment  to  quality  assets,  long  be- 
!  everyone  was  talking  about  it," 
3  United  Missouri  President  Malcolm 
Aslin. 

awaii  turned  out  to  be  another  safe 
ironment  for  banks  in  1991.  Honolu- 

First  Hawaiian  Inc.  also  ended  up 
mg  the  strongest  banks  in  this  year's 
reboard,  thanks  to  conservative  lend- 
policies.  Only  0.67'  of  the  bank's  as- 

were  nonperforming  last  year.  The 
k  benefited  from  the  state's  resilient 
lomy  as  well.  Indeed,  in  addition  to 
ig  one  of  the  10  safest  banks,  First 
vdmn  also  shows  up  among  the 
<s  of  the  most  profitable  banks  and 
steadiest  earners. 

1  1992,  banks  will  likely  have  a  better 
^  At  least  that's  what  the  stock  mar- 
thinks.  From  Dec.  31,  1991,  to  Mar. 
1992,  total  market  capitalization  for 
top  100  rose  by  a  staggering  51%,  to 
1.7  billion.  During  the  same  period 
year,  the  total  value  of  bank  shares 
5%. 

nalysts  are  somewhat  less  ebullient. 
'  see  a  big  turnaround  any  time  soon, 
while  the  condition  of  California 


In  the  first  quarter,  MBNA 
added  450,000  cardholders, 

despite  charging  them  an 
average  annual  rate  of  17.9% 


banks  remains  problematic,  analysts  feel 
most  banks  have  put  the  worst  of  the 
loan  woes  behind  them.  And  further  con- 
solidation will  continue  to  reduce  ex- 
penses. In  the  meantime,  lower  interest 
rates  are  helping  the  bottom  line  by  de- 
creasing banks'  cost  of  money.  Once  the 
economic  recovery  kicks  in,  earnings  mo- 
mentum could  accelerate. 
SIGNS  OF  SPRING.  The  trickle  of  first- 
quarter  results  already  indicates  an  im- 
provement. On  Apr.  13,  National  City 
Corp.  announced  a  34%  gain  in  first- 
quarter  profits,  to  $69  million.  The 
Cleveland  bank  largely  credited  im- 
proved asset  quality  for  the  strong  earn- 
ings advance.  Bank  analysts  at  Fox-Pitt 
Kelton  Inc.  predict  that  87  out  of  the  114 
banks  they  track  will  post  higher  profits 


in  the  first  quarter.  The  median  gain  will 
be  8.3%.  For  all  of  1992,  the  rise  is  esti- 
mated to  be  12.57'. 

MBNA's  Lerner,  for  one,  is  counting  on 
another  solid  year.  Unlike  other  banks 
that  have  seen  their  card  businesses  suf- 
fer as  consumers  reduced  spending, 
MBNA  has  managed  to  add  new  accounts 
through  its  expanding  affinity  pro- 
grams. The  bank  currently  issues  cards 
through  some  2,000  organizations,  such 
as  college  alumni  associations.  In  the 
first  quarter  alone,  the  bank  added 
450,000  cardholders,  swelling  its  custom- 
er base  to  almost  8  million. 

And  although  the  Federal  Reserve 
Board  has  lowered  the  discount  rate  to 
3.57,  MBNA  still  charges  card  users  an 
average  annual  rate  of  17.9%-.  Goldman, 
Sachs  &  Co.  analyst  Robert  G. 
Hottensen  expects  MBNA  earnings  to 
climb  17%  this  year,  to  $3.50  a  share. 
MBNA,  says  Lerner,  "tends  to  do  better 
and  better  and  better."  In  the  year 
ahead,  Lerner's  fellow  bankers  have 
their  fingers  crossed  that  they  will  be 
able  to  make  a  similar  boast. 

By  John  Meehan  in  New  York,  with  Joe 
Weber  in  Philadelphia  and  bureau  reports 


WHAT  THE  COLUMN  HEADINGS  MEAN 
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ising  share  price  of  a  bank's  common  stock 
Mar.  27,  1992,  multiplied  by  the 
poration's  latest  available  number 
common  shares  outstanding 

isets 

al  assets  as  of  Dec.  31,  1991 
tposits 

al  deposits  as  of  Dec.  31,  1 99 1 .  Interest- 
aring  deposits  and  noninterest-bearing 
aosits  together  will  total  100%.  Foreign 
aosits  subtracted  from  100%  will  equal 
al  domestic  deposits 

ans 

gregate  face  value  of  ail  outstanding  loans 
i  leases  as  of  Dec.  31,  1 99 1 ,  net  of  unearned 
ome  and  before  deduction  of  valuation  portion 
loan-loss  reserves 

ovision  for  loan  loss 

arge  for  anticipated  loan  losses,  which 

pears  on  the  income  statement  as  an  operating 

aense 

it  income 

t  income  after  minority  interests  and  taxes 


Net  charge-offs  as  percent  of  loans 

Loan  charge-offs  less  recoveries  as  percent  of  net 
average  loans  outstanding.  A  minus  sign  indicates 
that  recoveries  exceed  charge-offs 

CRE 

Commercial  real  estate  loans  as  a  percent  of  total 
loons  outstanding 

HLT 

Highly  leveraged  transactions  as  a  percent  of 
total  loans  outstanding 

NPA 

Nonperforming  assets,  including  real  estate 
owned,  as  a  percent  of  total  assets 

Operating  income 

Operating  income  after  minority  interests  and 
taxes  but  before  preferred  dividends,  and  gains 
and  losses  from  the  sale  of  securities 

Return  on  assets 

Net  income  available  for  common  shareholders 
(net  income  minus  preferred  dividends)  divided  by 
average  assets 


Leverage 

Average  assets  divided  by  average  common 
equity  computed  on  a  daily  average  basis  for  the 
year  ended  Dec.  31,  1991 

Return  on  equity 

Net  income  available  for  common  shareholders 
divided  by  average  common  equity  for  the  year 
ended  Dec.  31,  1991.  Return  on  overage  assets 
multiplied  by  leverage  equals  return  on  average 
common  equity 

Net  interest  income 

Total  interest  income  adjusted  for  tax  equivalents 
minus  total  interest  expense  before  provision  for 
loan  losses 

Growth  in  earnings  per  share 

Annual  trend  in  the  growth  rate  of  primary 
earnings  per  share  for  the  restated  five-year 
period  ended  Dec.  31,  1991 

Dividend  yield 

Annual  dividend  as  a  percent  of  Mar.  27,  1992, 
stock  price 


PHABETICAL  LIST  OF  BANKS 

lumber  following  each  bank's  name  is  its  asset  ranking  in  the  tables  beginning  on  the  next  page 


ust  55 

Boatmen's  Boncshores  35 

Dominion  Bankshores  58 

First  Howoiion  79 

INB  Finonciol  78 

Mercantile  Bonkshores  93 

Norwest  17 

Stor  Bone  77 

h  Bancorp  60 

Central  Bancshares  82 

Europeon  American  97 

First  Interstote  Boncorp  1  1 

Industrial  Bonk  0(  Jopon  92 

Merchonts  Notionol  86 

Old  Kent  Finonciol  65 

Slate  Street  Boston  41 

ne  12 

Central  Fidelity  74 

Fifth  Third  Boncorp  66 

First  Morylond  Boncorp  63 

Integra  Finonciol  64 

Meridian  Bancorp  51 

PNC  Finonciol  IS 

Sumitomo  Bonk  01  Colif.  91 

Hawaii  50 

Chose  Manhattan  6 

First  Alobomo  Bone  76 

First  Of  America  Bonk  39 

Isroel  Discount  Bonk  lOO 

Michigan  Notionol  54 

Puget  Sound  Boncorp  96 

SunTrust  Bonks  18 

(  Boston  21 

Chemicol  Bonking  2 

First  Americc.1  80 

First  Security  73 

KeyCorp  28 

Midlontic  34 

Republic  New  York  22 

U.  S.  Bancorp  32 

f  New  York  16 

Citicorp  1 

First  Bonk  System  33 

First  Tennessee  Notional  70 

(Tokyo  61 

LoSolle  National  68 

MNC  Finonciol  37 

Riggs  Notional  88 

UJB  Finonciol  45 

City  Notionol  99 

First  Chicogo  10 

First  Union  13 

lerico  3 

Comerico  43 

First  Citizens  Banc  89 

First  Virginio  Bonks  83 

Manufacturers  Notionol  44 

Morgan  (J  P.)  5 

Sanwo  Bonk  72 

Union  Bonk  36 

Trust  8 

Commerce  Boncshores  75 

First  City  Texas  57 

Firstar  48 

Morine  Midlond  Bonks  38 

Notional  City  26 

Security  Pacific  7 

United  Missouri  Bone  98 

ce  67 

Continental  Bonk  27 

First  Commerce  95 

Fleet/Norstor  14 

Moriholl&llsley71 

Notionol  Westminster  31 

Showmut  Notional  29 

Volley  Notionol  53 

Bonks  20 

CoreSlotes  Finonciol  30 

First  Empire  Slate  62 

Horris  Bonkcorp  42 

MBNA  84 

NotionsBonk  4 

Signet  Bonking  52 

Wochovio  19 

ts59 

Crestor  Financial  49 

First  Fidelity  Bancorp  23 

Hibernio  85 

Mellon  Bonk  25 

N6D  Bancorp  24 

Society  40 

Wells  Forgo  9 

noncial  81 

Deposit  Guaronty  94 

First  Florido  Banks  87 

Huntington  Boncshores  47 

Mercantile  Boncorp.  69 

Northern  Trust  46 

SouthTrust  56 

West  One  Boncorp  90 
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B    A    N    K       5  C 


ASSETS     DEPOSITS  LOANS 


12/31/91 
$MIL. 

12/31/91 
$  MIL. 

CHG. 
FROM 
1990 

% 

INTEREST/ 
NONINT 

7o 

FOR- 
EIGN 

12/31/91 
$  MIL. 

CHG 
FROM 
1990 

% 

LOAN- 
LOSS 

PROV 
1991 

$  MIL. 

CHG. 
FROM 
1990 

% 

NET 
CHARGE- 
OFFS  AS 
%OF 
LOANS 

CRE 

% 

1  CITICORP 

216922 

146475 

3 

88/12 

58 

150944 

-3 

3890.0 

46 

3.2 

75 

2  CHEMICAL  BANKING  (e) 

138930 

92950 

4 

81/19 

25 

84237 

-2 

1345.0 

16 

2.7 

10.4 

3  BANKAMERIU 

115509 

94067 

2 

80/20 

16 

86368 

1 

805.0 

-11 

1.3 

10.5 

4  NATIONSBANK  (f) 

110319 

88075 

-1 

82/18 

2 

69108 

-3 

1582.4 

54 

1.9 

14.7 

5  J.P.MORGAN 

103468 

36976 

-2 

88/12 

82 

27797 

1 

40.0 

-20 

1.7 

NA 

6  CHASE  MANHATTAN 

98197 

71517 

1 

79/21 

36 

67785 

-9 

1085.0 

-17 

2.8 

12.7 

7  SECURITY  PACiriC 

7641 1 

54228 

-7 

76/24 

7 

58620 

-12 

26179 

125 

2.4 

19.0 

8  BAHKERS  TRUST  NEW  YORK 

63959 

22834 

-20 

82/18 

60 

17047 

-21 

238.0 

23 

2.6 

9.0 

9  WELLS  FARGO 

53547 

43719 

2 

81/19 

1 

44099 

-10 

1335.0 

331 

1.2c 

29.0 

10  FIRST  CHICAGO 

48963 

32091 

-1 

75/25 

29 

25661 

-7 

440.0 

-11 

2.1 

14.3 

1 1  FIRST  INTERSTATE  BANCORP 

48922 

41433 

-4 

70/30 

1 

28182 

-15 

810.2 

62 

1.9 

'8.7  1 

12  BANC  ONE 

46293 

37057 

66 

82/18 

2 

30197 

48 

424.4 

41 

1.6 

10.3 

13  FIRST  UNION 

46085 

36598 

32 

82/18 

8 

32079 

22 

481.6 

171 

1.3 

20.1 

14  FLEET/NORSTAR  FINANCIAL  GROUP 

45445 

35245 

52 

80/20 

2 

26761 

31 

508.6 

-33 

1.7 

20.0 

15  PNC  FINANCIAL 

44892 

30019 

-6 

83/17 

2 

25443 

-8 

428.0 

-44 

1.5 

11.1 

16  BANK  OF  NEW  YORK 

39426 

28974 

-15 

78/22 

35 

27996 

-15 

746.3 

76 

2.6 

6.6 

17  NORWEST 

38502 

25439 

0 

78/22 

1 

19835 

-5 

322  2 

-24 

1.4 

16.0 

18  SUNTRUST  BANKS 

34554 

27988 

4 

79/21 

1 

21581 

-2 

206.2 

5 

0.9 

23.6 

19  WACHOVIA 

33158 

23006 

-1 

79/21 

2 

20618 

-3 

293.0 

105 

1.0 

18.0 

20  BARHETT  BANKS 

32721 

28855 

0 

87/13 

0 

23488 

-3 

352.1 

-6 

1.4 

18.6 

21  BANK  OF  BOSTON 

32700 

24738 

-7 

84/16 

19 

21430 

-2 

328.0 

-47 

1.6 

15.1 

22  REPUBLIC  NEW  YORK 

31221 

20383 

2 

95/5 

51 

8569 

-5 

62.0 

55 

0.7 

25.9 

23  FIRST  FIDELITY  BANCORPORATION 

30215 

25219 

9 

82/18 

1 

17342 

-6 

298  0 

-40 

1.7 

19.7 

24  NBD  BANCORP 

29513 

22193 

-1 

82/18 

7 

17721 

4 

95.8 

36 

0.5 

172 

25  MELLON  BANK 

29355 

22454 

-1 

80/20 

4 

19103 

2 

250.0 

-21 

1.3 

10.4 

26  HATIOHALCITY 

24170 

18325 

0 

81/19 

2 

15517 

-3 

190.9 

14 

1.0 

15.5 

27  CONTINENTAL  BANK 

24008 

15735 

-2 

84/16 

29 

13874 

-10 

340.0 

188 

1.6 

73  1 

28  KEYCORP 

23156 

19052 

19 

85/15 

0 

15084 

19 

152  2 

no 

1.1 

20.3 

29  SHAWMUT  NATIONAL 

22816 

16513 

-16 

74/26 

1 

14301 

-7 

466.4 

7 

3.1 

276 

30  CORESTATES  FINANCIAL 

21624 

16041 

-3 

68/32 

5 

15028 

-11 

188.0 

-41 

1.4 

171 

31  NATIONAL  WESTMINSTER  BANCORP 

21459 

16897 

-7 

81/19 

n 

14139 

-12 

5677 

-5 

2.8 

13.3 

32  U.  S.  BANCORP 

18875 

13316 

0 

80/20 

0 

13908 

-1 

125.4 

21 

0.7 

15.1 

33  FIRST  BANK  SYSTEM 

18301 

14479 

-1 

72/28 

0 

13152 

-2 

152.7 

15 

1.4 

9.8 

34  MIDIANTIC 

18170 

16090 

-20 

81/19 

0 

12486 

-26 

640.4 

-8 

3.2 

35  6 

35  BOATMEN'S  BANCSHARES 

17635 

13477 

-1 

79/21 

0 

9695 

6 

88.5 

28 

0.8 

19.6 

36  UNION  BANK 

17474 

13160 

10 

68/32 

5 

13190 

3 

200.0 

82 

0.9 

18.9 

37  MNC  FINANCIAL 

1743  8 

13893 

-34 

86/14 

3 

10355 

-37 

428.1 

-56 

3  8 

33.8 

38  MARINE  MIDLAND  BANKS 

16947 

13580 

-14 

78/22 

1 

11138 

-28 

230  0 

-59 

3.7 

14.0 

39  FIRST  OF  AMERICA  BANK 

16755 

15021 

20 

86/14 

0 

11326 

19 

45.6 

55 

0.4 

19.6 

40  SOCIETY 

15405 

11535 

-5 

83/17 

1 

9585 

-5 

79.8 

-16 

1.0 

18.3 

41  STATE  STREET  BOSTON 

15046 

8731 

14 

59/41 

31 

1905 

-9 

60.0 

31 

2.2 

6.7 

42  HARRIS  BANKCORP 

14481 

9459 

2 

70/30 

19 

7907 

0 

79.3 

36 

1.1 

78 

43  COMERICA 

14451 

1 1441 

2 

82/18 

0 

9213 

6 

579 

-4 

0.6 

171 

44  MANUFACTURERS  NATIONAL 

13544 

8854 

2 

81/19 

14 

7696 

4 

45.2 

18 

05 

12.8 

45  UJB  FINANCIAL 

13378 

11314 

6 

81/19 

0 

8769 

1 

1674 

-32 

1.6 

26.6 

46  NORTHERN  TRUST 

13193 

8560 

6 

79/21 

15 

6280 

13 

31  0 

121 

06 

76 

47  KiUH  INGTON  BANCSHARES 

12333 

9511 

4 

84/16 

1 

7682 

0 

56.7 

-20 

06 

16.5 

48  FIRSTAR 

12309 

10063 

4 

/O/  Z4 

1 

7545 

3 

DU,  J 

2 

0.5 

91  A 

49  CRESTAR  FINANCIAL 

1 1828 

8890 

5 

80/20 

0 

7066 

-8 

209  5 

60 

2.1 

22.5 

50  BANCORP  HAWAII 

1 1409 

8666 

-1 

85/15 

9 

6633 

4 

29.6 

6 

0.2 

18.9 

[a]  Yearend  amounts,  (bl  Data  ore  for  banking  operations  only,  (c)  Loans  ore  net  of 
Hanover  merged  )  2/3  1/9).  (f)  C&S/Sovran  and  NCNB  merged  12/31/91,  form 

unearned 
ng  Nation 

income  only 
sBonk. 

(d)  Income  not  adjusted  for  securities  ga 

ns  and  losses. 

'e)  Chemical  Banking 

and  Monufoct 
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PERrORMANCE    MARKET  VALUE 


RETURN 

RETURN 

NET 

NET 

5-YEAR 

OPER 

NET 

CHG 

ON 

ON 

INTEREST 

CHG 

INCOME 

AVER 

CHG 

INCOME 

INCOME 

FROM 

ASSETS 

LEVER 

EQUITY 

INCOME 

FROM 

AS  %  OF 

GROWTH 

FROM 

1 991 

1991 

1  990 

1991 

AGE 

1 99 1 

1 991 

1  990 

NET  INT 

EPS 

DIVIDEND 

3/28/92 

1991 

S  MIL 

S  MIL, 

% 

1991 

$  MIL 

% 

INCOME 

% 

YIELD 

S  MIL 

RANK 

-914.0d 

-914.0 

NM 

-0.50 

272 

-13.5 

7300 

1 

-12.5 

NM 

0.00 

6016 

22 

6 

60.0 

1540 

-65 

0.01 

23.4 

0.3 

4160 

14 

3  7 

-54.4 

3.66 

8360 

171 

5 

1104,0 

1124.0 

28 

0.93 

18.3 

17.1 

4481 

8 

25.1 

18.2 

2.95 

9713 

26 

3 

201.9d 

201.9 

-66 

0.15 

18.3 

2.7 

3941 

5 

5.1 

-25.0 

3.25 

10988 

47 

1 

1149.0 

1114.0 

44 

1.00 

19.5a 

19.6a 

1657 

23 

672 

23.4 

3.77 

10898 

26 

2 

517.0 

520.0 

NM 

0.42 

25.2 

10.5 

3405 

4 

15.3 

NA 

5.03 

3339 

64 

17 

-768.4 

-774.5 

NM 

-1.00 

20.5 

-20.4 

2777 

-10 

-279 

NM 

0.00 

4948 

61 

10 

667.0d 

6670 

0 

1.03 

22.4 

23.1 

769 

-9 

86.7 

4.7 

5.09 

4533 

31 

12 

270 

21.0 

-97 

0.00 

179 

0.1 

2540 

9 

0.8 

-33.4 

2.86 

3634 

-4 

14 

116.3d 

116.3 

-53 

0.15 

21.7 

3.2 

1118 

-10 

10.4 

-21.7 

4.16 

2038 

40 

31 

-314.3 

-288.1 

NM 

-0.67 

20.9 

-14.0 

2118 

-10 

-13.6 

NM 

3.29 

2268 

9 

25 

529.3 

529.5 

25 

1.52 

10  9 

16.6 

1838 

40 

28.8 

14.2 

2.50 

8469 

49 

4 

245.0 

318.7 

5 

0.69 

173 

11.8 

1582 

13 

20.1 

-0.6 

3.47 

4328 

79 

13 

-12.7 

977 

NM 

0.22 

18.7 

4.0 

1450 

16 

6.7 

-18.7 

2.92 

3406 

90 

16 

343.6 

389.8 

450 

0.91 

15.5 

14.1 

1494 

3 

26.1 

-12.5 

4.27 

5317 

68 

7 

68.9 

122.0 

-60 

0.21 

171 

3.6 

1273 

-9 

9.6 

-22.8 

3.65 

2762 

36 

19 

384.6 

398.5 

260 

1.05 

176 

18.5 

1665 

18 

23.9 

14.6 

2.75 

5025 

93 

8 

369.4 

370.7 

6 

1.13 

13.5 

15.2 

1428 

6 

26.0 

9.3 

2.79 

4634 

35 

11 

222.4 

229.5 

-34 

0.72 

13.0 

9.3 

1264 

8 

18.2 

1.6 

3.42 

5002 

40 

9 

116.4 

123.8 

85 

0.35 

19.5 

6.9 

1363 

7 

9.1 

-15.0 

4.13 

2216 

52 

26 

-52.2 

-34.4 

NM 

-0.15 

23.3 

-3.5 

923 

-10 

-3.7 

NM 

0.00 

1345 

111 

40 

224.5 

2274 

13 

0.66 

21.6 

14.2 

613 

23 

371 

78 

2.45 

2127 

10 

29 

185.9 

221.2 

NM 

0.71 

20.2 

14.3 

1104 

4 

20.0 

8.5 

3.42 

2488 

67 

22 

288.6 

293.0 

1 

1.03 

13.9 

14.3 

1084 

6 

270 

11.2 

3.48 

3497 

21 

15 

206.0 

280.0 

61 

0.81 

19.6 

15.8 

1001 

11 

28.0 

-9.2 

3.59 

1963 

70 

33 

214.2 

231.0 

-1 

0.93 

14.2 

13.2 

975 

3 

23.7 

78 

4.60 

2543 

23 

21 

-80.0 

-73,0 

NM 

-0.44 

20.3 

-9.0 

494 

-3 

-14.8 

NM 

3.58 

907 

45 

50 

180.4 

188.1 

27 

0.81 

18.1 

14.7 

924 

32 

20.3 

13,1 

3.48 

2170 

67 

27 

-222.2 

-170.6 

NM 

-0.77 

21.2 

-16.4 

760 

-5 

-22.5 

NM 

0.00 

1143 

153 

42 

240.5 

228.1 

100 

1.04 

15.1 

15.6 

1081 

2 

21.1 

2,5 

4.48 

2443 

24 

23 

-404.4 

-371.5 

NM 

-1.71 

13.1 

-22.3 

729 

-6 

-50.9 

NA 

8.37 

NM* 

NM 

99 

191.1 

196.4 

3 

1.06 

13.8 

14.7 

816 

1 1 

241 

177 

3.51 

2136 

28 

28 

190.3 

190.4 

46 

0.95 

16.1 

15.3 

741 

9 

25.7 

9.0 

3.09 

2107 

55 

30 

-541.4 

-543.3 

NM 

-2.51 

22.2 

-55.6 

660 

-24 

-82.3 

NM 

0.00 

290 

5 

83 

1477 

150.1 

11 

0.92 

12.9 

11.9 

596 

15 

25.2 

8.3 

4.88 

1662 

21 

36 

91.2 

93.5 

-36 

0.51 

18.2 

9.3 

771 

4 

12.1 

5.0 

5.96 

711 

-7 

68 

-39.2 

-70.2 

NM 

-0.40 

178 

-7.2 

501 

-43 

-14.0 

NM 

0.00 

688 

76 

71 

-173.5 

-189.9 

NM 

-1.10 

19.0 

-20.8 

686 

-21 

-277 

NA 

NA 

NM* 

NM 

98 

132.4 

134.9 

2 

0.85 

16.3 

13.8 

632 

10 

21.4 

8.3 

4.18 

1099 

29 

45 

158.3 

163.0 

3 

1.09 

14.0 

15.4 

708 

9 

23.0 

-2.2 

3  58 

3197 

145 

18 

1373 

139.3 

19 

1.20 

15  0 

18.0 

292 

0 

476 

13.3 

1.31 

2345 

41 

24 

102.1 

104.1 

30 

0.80 

16.0 

12.7 

466 

10 

22.4 

10.4 

NA 

NM* 

NM 

95 

153.4d 

153.4 

12 

1.10 

14.5 

15.9 

615 

12 

24.9 

16.8 

3.38 

1722 

90 

35 

119.9 

120.2 

11 

1.02 

15.0 

15.3 

447 

12 

26.9 

36.0 

2.98 

1377 

61 

39 

13.3 

22.4 

NM 

0.15 

16.8 

2.6 

514 

0 

4.4 

-24.7 

3.27 

832 

66 

55 

125.2 

1274 

10 

1.00 

19.1 

19.0 

318 

11 

40.1 

14.4 

1.89 

1725 

36 

34 

122.9 

1170 

37 

1.00 

14.2 

14.3 

492 

11 

23.8 

8.5 

3.58 

1399 

47 

38 

133.4 

134.3 

14 

1.12 

14.1 

15.9 

516 

11 

26.0 

11.5 

2.89 

1559 

114 

37 

18.3 

33.8 

-45 

0.27 

15.4 

4.2 

443 

0 

76 

-13.4 

3.56 

709 

35 

69 

110.8d 

112.7 

18 

1.04 

15.9 

16.5 

412 

16 

273 

15.7 

2.55 

1297 

31 

41 

I  available.  NM  =  not  meaningful.  NR  =  not  reported.  "Due  to  monagement  structure. 

DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC  ,  KEEFE,  BRUYEnE  &  WOODS  INC. 
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ASSETS 

DEPOSITS 

LOANS 

12/31/91 
S  MIL 

12/31/91 
S  MIL. 

CHG. 
FROM 

1990 

INTEREST/ 
NONINT. 

FOR- 
EIGN 

12/31/91 
S  MIL 

CHG 
FROM 

1990 

LOAN- 
LOSS 

PROV 
1991 

S  MIL. 

CHG. 
FROM 
1990 

% 

NET 
CHARGE- 
OFFSAS 
%OF 
LOANS 

CRE 

% 

««: 

51 

MERIDIAN  BANCORP 

1 1337 

9453 

2 

86/14 

0 

7403 

-1 1 

99.0 

-27 

1.1 

23.7 

52 

SIGNET  BANKING 

11239 

8481 

2 

84/16 

0 

5884 

-9 

2875 

57 

2.1 

26.2 

-841 

53 

VALLEY  NATIONAL 

10652 

9626 

0 

81/19 

0 

6424 

,  -2 

73.8 

-17 

2.0 

13.9 

H 

54 

MICHIGAN  NATIONAL 

10650 

8655 

-4 

84/16 

0 

6588 

-3 

86.5 

18 

1.1 

24.2 

55 

AMERITRUST 

10181 

8480 

-9 

83/17 

2 

7582 

-8 

200.2 

-38 

1.5 

18.1 

56 

SOUTHTRUST 

10158 

8277 

15 

87/13 

2 

5965 

8 

38.0 

-15 

0.6 

32.2 

57 

FIRST  CITY  BANCORP.  OF  TEXAS 

9943 

8797 

-14 

82/18 

0 

5446 

-32 

265.6 

-10 

5.5 

21.9 

-32;.; 

58 

DOMINION  BANKSHARES 

971 1 

7871 

-2 

86/14 

0 

6138 

-11 

142.6 

-39 

2.8 

178 

-5.2 

59 

BAYBANKS 

9516 

8756 

-2 

80/20 

0 

6353 

-11 

165.4 

-43 

2.6 

19.1 

-t! 

60 

AMSOUTH  BANCORPORATiON 

9459 

7373 

4 

84/16 
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Save  $5.  Gain  14  MIPS. 
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HP  Apollo  Series  700  Model  705 


th  the  new  HP  Apollo  Series 
D  Model  705  RISC  workstation, 
ill  also  gain  an  additional  13.7 
ECmarks.*  And  5.4  MFLOPS.* 

while  the  difference  in  price 
ust  a  pleasant  surprise,  the 
ference  in  performance  is 
onishing. 

d  that  $5  savings  won't  short 
i  on  anything.  We've  designed 
!  Series  700  to  optimize  X-win- 
w  performance.  What's  more, 
r  Model  705  has  a  19"  gray- 


scale display  (Sun  only  offers  a 
17"  monochrome  display  on  the 
ELC).  And,  with  over  1,800  appli- 
cations already  available,  you're 
ready  to  get  up  and  running  fast. 

The  open  architecture  of  our 
workstations  also  lets  them  work 
smoothly  in  a  multivendor  envi- 
ronment. And, 
if  you  should 
need  our  help, 
HP's  worldwide 
support  is  at 
your  service.  - 


El 


So  caU  1-800-637-7740,  Ext.  2789. 

We'll  show  you  a  very  fast  way  to 
save  money. 
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TELECOMMUNICATIONS 


A  DOUBLE  STANDARD 
FOR  CELLULAR  PHONES 


Two  systems  will  coexist,  each  better  for  having  done  battle 


It  looked  like  a  disaster  in  the  mak- 
ing. In  1990,  just  months  after  the 
cellular-phone  industry  endorsed  a 
technology  standard  for  future  digital 
phones,  the  carefully  knit  accord  began 
to  unravel.  A  few  cellular  operators  be- 
gan to  explore  a  new  possibility — an  un- 
tested Pentagon  spin-off  that  promised 
more  capacity. 

Before  long,  two  camps  formed 
around  the  rival  technologies.  Hardening 
in  their  positions,  the  partisans  prepared 
to  gamble  billions  in  new  equipment  that 
the  other  side  was  wrong.  Some  cellular- 
telephone  executives  began  to  fear  that 
a  squabble  like  the  one  between  VHS  and 
Beta  home-video  systems  could  seri- 
ously impede  development  of  the 
fledgling  industry. 

Those  concerns  weren't  entirely 
off  the  mark,  to  be  sure.  Incom- 
patibility  in   forthcoming  digital- 
phone  systems  is  shaping  up  as  a 
real  headache.  Customers  who 
want  the  best  class  of  service  in  each 
market  will  have  to  wait  for  costly 
three-in-one  phones  that  will  work  on 
both  of  the  emerging  digital  standards 
as  well  as  the  old  analog  one.  "No  ques- 
tion, it  would  have  been  good  for  the 
industry  if  there  was  one  standard," 
says  Bruce  DeMaeyer,  president  of 
Ameritech  Mobile  Communications. 
CELL  DIVISION.  But  it  isn't  a  disaster, 
either.   Far  from  it:  While  they  are 
trashing  each  other  in  public,  cellular 
operators  are  cooperating  behind  the 
scenes  to  insulate  customers  from  most 
compatibility  problems.  Old  analog 
phones  will  still  work  everywhere. 
What's  more,  by  not  locking  in  a  single 
standard  prematurely,  the  industry 
should  wind  up  with  better  technology. 

The  new  digital  contender,  known  as 
code-division  multiple  access  (CDMA),  of- 
fers greater  security  and  more  call-han- 
dling capacity,  easing  congestion  on  the 
airwaves.  And  the  older  time-division 
multiple  access  (TDMA)  technology  may 
get  a  boost,  too.  Prodded  by  the  new- 
comer, backers  of  td.ma  will  probably 
work  harder  to  get  more  out  of  their 
systems  (table).  On  balance,  the  dual 
standard  may  lead  to  greater  innovation, 
says  Herschel  Shosteck,  an  independent 


market  researcher  in  Silver  Spring,  Md. 

The  situation  in  Europe's  cellular- 
phone  market  supports  that  thesis. 
There,  a  cousin  of  TDMA  was  locked  in  as 
the  official  standard  four  years  ago,  and 
it  is  already  looking  a  bit  long  in  the 
tooth  as  commercial  rollout  begins.  Its 
first  generation  offers  higher  quality 
but  no  substantial  i 
crease  in  call-handling 


are- 


capacity,  in  contrast  to  the  anticipated ' 
improvements  of  as  much  as  sixfold  tcj^i 
fifteenfold  for  TDMA  and  CDMA,  respec-|i'- 
tively.  In  the  U.  S.,  "customers  will  get 
better  product  in  the  long  run,"  says}:^ ' 
Centel  Cellular  Co.  President  William  3$ 
Laggett. 

■  Of  course,  in  1990  the  U.  S.  industry 
figured  that  with  tdma  it  had  picked  ait. 
clear  winner.  TDMA  chops  calls  into  snip- 
pets that  take  turns  traveling  over  chan- 
nels. But  when  CDMA  emerged — via  mill-  4 
tary  contractor  Qualcomm  Inc. — it:; 
seemed  clear  to  many  companies  that  a 
the  newer  alternative  had  advantages, «« Wi ' 
CDMA  spreads  the  digital  bits  of  a  voice- 
or  data  call  across  a  wide  range  of  fre- ; 
quencies.  All  calls  share  the  same  fre-  iir:  i* 
quencies  and  are  distinguishable  only « osto 
when  filtered  through  a  decoding  chip  ; 

inside  the  telephon( 
While  CDMA 


waves  0 
me  serf 
iularope 


BATTLE 
OF  THE 
INITIALS 


TIME 
DIVISION 
MULTIPLE 
ACCESS 
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CODE 
DIVISION 
MULTIPLE 
ACCESS 


HOW  IT  WORKS    ►  Calls  are  cut  into  slices  6.7 
thousandths  of  a  second  long 
and  intermixed  so  that  as  many 
as  six  calls  can  travel  over  the 
same  cellular  channel 


^  Each  call  uses  the  entire  band 
of  cellular  frequencies.  Calls  are 
encoded  so  only  the  intended 
receiver  can  separate  them  from 
background  noise.  Initially  10  to 
15  times  analog  capacity 


PROS  AND  CONS    ►  Technology  is  better  tested 

and  fits  better  with  today's  ana- 
log systems.  Initial  capacity  is 
less  than  that  of  CDMA 


►  More  capacity,  more  security 
than  TDMA.  Requ  ires  more  com- 
puter processing.  Technology 
needs  perfecting 


h  5je 


KEY  SUPPORTERS  ►  McCaw  Cellular,  South- 
v^estern  Bell,  BellSouth;  all 
major  equipment  manufacturers 


►  U.S.  West,  Pacific  Telesis, 
Ameritech,  GTE;  many  major 
manufacturers  dak  bw 
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n  promise  in  early  testing,  it  has 
)een  put  through  the  kind  of  field 
,  that  TDM.\  has  passed.  McCaw  Cel- 
Communications  Inc.  Chairman 
r  0.  McCaw  argues  that  holding  out 
;he  new  technology  is  folly.  Says 
iw:  "We  have  a  term  for  that: 
:ing  for  the  Messiah.'  " 

mid-1993,  McCaw  expects  to  have 
lied  TDMA  systems  in  all  of  its  mar- 
including  Los  Angeles,  Miami,  New 
,  and  Seattle.  Carriers  will  shell  out 
llion  for  TDMA  gear  in  the  next  year, 
es  Shosteck.  By  contrast,  CDMA 
3  up  to  a  year  more  before  a  stan- 
is  set  and  12  months  to  18  months 
that  before  commercial  rollout. 
R  THE  TWAIN.  So  TDMA  is  the  stan- 
of  the  present.  But  CDMA  support- 
nsist  theirs  is  the  standard  of  the 
•e.  They  say  CDMA  can  serve  many 
■  customers  for  little  extra  equip- 
,  cost,  allowing  cellular  to  become  a 

•  low-price,  mass-market  service, 
's  especially  important  now  that  oth- 
)mpanies  are  seeking  space  on  the 
ives  to  launch  low-price  wireless- 
e  services  in  competition  with  the 
lar  operators. 

■spite  efforts  to  minimize  the  pain  of 
Tipatibility  between  digital  stan- 
s,  customers  will  have  to  make 
I  adjustments.  Those  who  travel  to 
rea  where  a  different  standard  is  in 
vill  have  to  revert  to  one  of  the  old- 
ened analog  channels — either  that 
ay  a  phone  that  will  work  on  both 
al  standards.  Sound  quality  on  the 
hannels  won't  be  as  good,  and  ana- 
s  poorly  suited  for  transmission  of 
Driving  between  different  systems 
1  be  chancy,  too:  Having  two  digital 
iards  complicates  the  procedure  of 
ing  off  a  call  in  progress  as  it 
js  from  one  system  to  another, 
e  good  news,  though,  is  that  tech- 
^y  will  ameliorate  some  of  the  com- 
lility  problems.  For  instance,  it  ap- 
3  that  phones  designed  to  work  on 
iple  standards  won't  weigh  a  ton 

•  all.  Ericsson  GE  Mobile  Communi- 
ns  recently  unveiled  a  sleek  combi- 
•n  TDMA-analog  phone  that  weighs 
ounces,  compared  with  about  7  for 
ightest  analog-only  phones. 

)  one  is  overjoyed  about  the  split  in 
;ellular  standard — least  of  all  manu- 
irers,  who  together  shelled  out  $200 
an  to  $300  million  developing  TDMA 
now  face  a  similar  expenditure  on 
A.  But  that  money  is  advancing  the 
!  of  the  art.  Even  TDMA  supporter 
1  T.  Stupka,  president  of  Southwest- 
Bell  Mobile  Systems,  concedes  that 
rival  CDMA  standard  has  its  pluses. 
;ays:  "It's  a  problem  of  riches.  And 
ather  have  a  problem  of  riches  than 
rwise."  Clearly,  diversity  has  its 
.ntages. 

By  Lois  Therrien  in  Chicago 
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INFORMATION  MANAGEMENT 


PUTTING  PCs  WHERE 
MAINFRAMES  USED  TO  REIGN 


Canada's  Systemhouse  now  tops  the  red-hot  client-server  field 


In  early  1991,  SHI,  Systemhouse  Inc. 
looked  as  if  it  might  be  down  for  the 
count.  Business  was  at  a  standstill 
for  the  computer-systems  integrator.  Its 
stock  traded  at  4,  down  more  than  80'-; 
from  its  1987  high.  Although  the  compa- 
ny had  been  on  the  block  since  May, 
1990 — following  the  financial  collapse  of 
the  holding  company  that  controlled 
50.1'^;  of  its  stock — there  were 
no  takers.  "Customers  were 
worrying  whether  they  would 
even  be  in  business,"  recalls 
Charlotte  Walker,  chief  execu 
tive  of  Martin  Simpson  Co.,  a 
securities  research  firm. 

A  year  later,  Systemhousi 
is  not  only  alive,  it's  thriving 
It  has  important  new  con 
tracts  (table),  and  its  stock 
has  soared  to  above  13  on 
N.Asn.\Q.  More  importiint,  thr 
company  is  emerging  as  a  hoi 
prospect  in  one  of  the  fastest- 
growing  fields  in  information 
processing:  client-server  com- 
puting. Using  networks  of 
personal  computers  and 
worksUitions  instead  of  main- 
frames, these  setups  can  be 
created  faster  and  with  small- 
er hardware  budgets.  As  a  re- 
sult, client-server  projects 
have  become  the  fastest-grow- 
ing segment  of  the  Slo  billion 
systems-integration  market. 
Last  November,  market  re- 
searcher Gartner  Group  Inc. 
cited  Systemhouse  as  the  lead- 
er in  this  segment. 
HEADED  SOUTH.  How  has 
Systemhouse  done  it?  Much  of 
the  credit  goes  to  John 
Oltman,  47,  who  took  charge 
last  July,  six  months  after  the 
board  forced  out  CEO  Roderick 
Bryden.  A  21-year  veteran  of  market 
leader  Andersen  Consulting,  Oltman  is 
"one  of  the  top  three  executives  in  the 
industry,"  says  Walker. 

Rut  Oltman,  who  sleeps  no  more  than 
four  hours  a  night  and  relaxes  by  heli- 
copt*  •  skiing,  was  restless.  He  figured 
that  ( ;>mpanies  such  as  Andersen  and 
EDS,  wiiich  pioneered  systems  integra- 
tion on  mainframes,  couldn't  shift  easilv 


to  workstations  and  PCs.  Systemhouse 
already  was  selling  and  servicing  PCs. 
Since  joining,  Oltman  has  hired  more 
than  15  top  executives  from  competitors 
and  emphasized  client-server  systems. 

Now,  Oltman  is  pushing  hard  south  of 
the  border.  On  Apr.  6.  he  lured  Ander- 
sen veteran  James  K.  Burns  from  the 
top  information  technology  post  at 


SYSTEMHOUSE'S  BIG  CONTRACTS 


Customer/  Contract 


U.S.  POSTAL  SERVICE  Express  Mail  tracking  system 


IBM  CANADA  Providing  technical  and  marketing  support 
for  IBM's  RISC  System/6000  in  Canada 


GOVERNMENT  OF  NOVA  SCOTIA  AND  MARITIME  TELEPHONE 
&  TELEGRAPH  CO.  Outsourcing  to  a  single  Systemhouse  center  100 

DATA:  COMPANY  HPORTS 


Goldman.  Sachs  &  Co.  to  head  U.  S.  op- 
erations. Systemhouse  needs  rapid 
growth  in  the  U.  S.  to  reach  Oltman's 
goal  of  Sl.7  billion  in  annual  revenues  by 
1995,  up  from  $579  million  in  fiscal  1991, 
ended  last  Aug.  31.  Oltman  wants  to 
boost  U.  S.  revenues  from  199rs  S95  mil- 
lion to  SI  billion  within  five  years. 

The  U.  S.  unit  has  a  running  start.  In 
1991,  it  won  a  S270  million  contract  from 


the  I'.  S.  Postal  Service.  And  the  La 
Angeles  fire  department  recently  choa 
it  to  install  a  $20  million  dispatch  systen 
based  on  PC  networks:  Its  proposal  was 
not  only  cheaper  than  a  mainframe 
has(>d  system  but  faster. 
DEEP  POCKETS.  The  most  important  dea 
in  Systemhouse  history  is  now  being  ne 
.gotiated  back  in  Canada.  It's  a  far-reach 
ing  partnership  with  Bell  Canada  am 
Bell's  parent,  BCE  Inc.,  Canada's  larges 
company.  BCE  already  has  a  26?f  stake  ir 
Systemhouse.  Under  the  agreement  ir 
principle  signed  in  February 
Systemhouse  would  acquire  and  operat< 
Bell  Canada's  mammoth  data  centers 
One  of  the  biggest  outsourcing  agree 
ments  ever,  it  would  boosi 
Systemhouse's  revenue  by  at  least  S17> 
million  annually  and  could  exceed  $2  bil 
lion  over  10  years. 

Bell  Canada  and  System' 
house  would  also  form  a  new 
company  to  meet  Bell  Cana^ 
da's  systems-integration  needs 
and  sell  similar  services  t( 
other  telecommunications 
companies.  And  Systemhouse 
which  has  lost  $51  million  ir 
the  past  two  years,  would  b« 
on  solid  financial  footing  be 
cause  BCE  would  put  up  $34^ 
million  to  boost  its  stake  tc 

(iO'; 

A  partner  with  deep  pockets 
will  come  in  handy  as 
Systemhouse  takes  on  bigger 
rivals.  Andersen,  for  example, 
has  23,000  employees  around 
the  globe,  compared  with 
Systemhouse's  3.000.  And  W 
James  Fischer,  managing 
partner  for  technical  services 
at  Andersen,  is  not  ceding  the 
lead  in  client-server  systems 
to  the  upstart.  "We  will  soon 
have  more  employees  trained 
in  client-server  than  they  have 
employees,"  he  says,  adding 
that  80"^;  of  Andersen's  $1.4 
billion  systems-integration 
business  already  involves 
some  client-server  technology 
Oltman  counters  that  it  will 
be  hard  for  big  guys  like  An- 
dersen to  be  cost-effective  in 
client-server  computing 
In  the  post-mainframe  era, 
a  leaner,  faster-moving  organization 
may  have  an  edge.  "Systemhouse  has 
potential  in  the  U.  S.,"  says  Mel 
Bergstein,  another  Andersen  alum  and 
now  vice-chairman  of  systems  integrator 
Technology  Solutions  Co.  Indeed,  it 
would  be  risky  to  underestimate  a  com- 
pany that  has  come  as  far  as 
Systemhouse  has  in  the  past  year 

By  William  C.  Symonds  m  Toronto 
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HDTV  HOMES  IN  ON 

THE  UITIMATE  TEST:  THE  MARKET 
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Soon,  the  FCC  will  choose  a  standard.  But  when  will  advertisers  and  viewers  embrace  the  technology?  f 


e; 


veil  a  dazzling  display  of 
supersharp  HDTV  couldn't  impress 
many  broadcasters  who  gathered 
in  Las  Vegas  on  Apr.  13  for  their  annual 
convention.  Warren  P.  Williamson  III, 
president  of  CBS  Inc.  affiliate  WKBN  TV  in 
Youngstown,  Ohio,  is  a  case  in  point.  He 
doubts  that  the  technology  will  expand 
his  audience  quickly.  So  to  start,  he 
says,  "we'll  lose  some  money  on  HDTV 
0})erati()ns."  Still,  Williamson  is  resigned 
to  spending  millions  for  a  transmitter 
and  production  gear  to  send  out  HDTV 
programs  alongside  his  regular  signal. 

After  oodles  of  speculation  over  if, 
when,  and  why,  HDTV's  path  from  the 
engineering  bench  to  the  marketplace  is 
finally  starting  to  look  clear.  TV  makers 
acknowledge  that  most  consumers  won't 
sign  on  until  sometime  early  next  centu- 
ry. But  the  Federal  Communications 
Commission,  in  a  timetable  issued  on 
Apr.  9,  spelled  out  how  that  might  hap- 
pen. By  late  next  year,  after  a  decade  of 
wrangling,  the  VCC  should  decide  on  a 
U.  S.  broadcast  sUindard.  That  will  give 
the  green  light  to  electronics  makers, 
who  are  desperate  for  a  hit  to  end  their 
sales  doldrums.  Cable  operators  will  try 
to  cash  in  next,  by  charging  a  |)remium 
for  HDTV  channels.  They'll  be  followed 


pretty  quickly  by  the  TV  networks  and 
by  local  broadcasters,  who'll  no  doubt 
still  call  it  "high-deficit  TV."  Assuming 
that  U.  S.  chipmakers  and  electronics 
makers  take  the  lead,  officials  in  Wash- 
ington even  see  HDTV  as  a  potential  cure 
for  some  of  America's  trade  ills. 

The  first  hurdle  to  clear  before  all  this 
can  happen  is  the  technical  one.  The  Ad- 
vanced Television  Test  Center  Inc.  in  Al- 
exandria, Va.,  an  industry-sponsored 
group  under  contract  to  the  FCC,  has 
already  tested  an  analog  HDTV  system 
from  NHK,  the  Japanese  national  broad- 
casting company.  Now,  its  engineers  are 
perusing  four  more-versatile  digital  sys- 
tems— the  FCC's  odds-on  favorites.  In 
each  case,  the  plan  is  to  squeeze  a  low- 
power  digitsil  signal  into  channels  that 
are  now  left  vacant  between  existing 
stations  to  prevent  interference.  At  the 
broadcast  end,  transmission  gear  will 
digitize  and  greatly  compress  the  pic- 


ones — just  as  today's  sets  do.  This  meth-  i  2-'  ^' 
od  is  used  by  a  consortium  of  NBC,  the |ii a" 'J 'i' 
David  Sarnoff  Research  Center,  and  two 
European-owned  electronics  giants — 
Philips  and  Thomson,  as  well  as  by  an 
entry  from  the  team  of  Massachusetts 
Institute  of  Technology  and  cable-equip- 
ment maker  General  Instrument  Corp. 
In  the  other  approach,  the  electron  beam 
paints  every  line  progressively.  That's 
more  complex  and  costly,  but  the  picture 
is  sharper.  The  team  of  Zenith  Electron- 
ics Corp.  and  American  Telephone  & 
Telegraph  Co.  uses  this  technique,  as 
does  a  second  entry  from  ci  and  MIT. 
These  ambitious  technological  leaps, 

2002-03 

If  HDTV  follows  th 
pattern  of  the  con 


THE  FUTURE 
OF  HDTV 

For  more  than 
a  decade,  elec- 
tronics companies, 
broadcasters, 
and  government 
agencies  fiave 
been  wrangling 
over  the  techni- 
cal standards 
for  HDTV.  Now 
that  a  decision 
is  within  sight,' 
here's  iiov/  the 
market  may 
develop 
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1994 

Electronics  manu- 
facturers begin 
engineering  and 
building  trans- 
mission gear, 
HDTV  sets, 
and  video- 
cassette 
recorders 


version  from  blac 
and-white  to  col 
TV,  manufactun 
could  sell  the 
millionth  HDTV|i 
set,  reaching  1 
of  the  U.S. 
market 


LATE  1993 

The  FCC  ex- 
pects to  choose 
a  digital  trans- 
mission standard 
from  those 
proposed  by 
four  teams  of 
companies 


ture,  sending  out  a  torrent  of  data — 20 
million  bits  of  information  per  second. 
High-speed,  sophisticated  computer 
chips  in  the  TV  receiver  will  then  reas- 
semble the  bits  into  a  picture. 
FIELD  TRIAL.  The  four  systems  in  the  ring 
differ  only  slightly  in  the  way  they  do 
this.  Two  of  them  create  the  picture  by 
scaiming  every  other  one  of  the  1,000- 
plus  horizonUil  lines  on  the  screen,  then 
going  back  and  filling  in  the  remaining 


1995-96 

The  first  sets  may 
appear— at  $3,000 
and  up.  Coble  oper- 
ators and  broadcasters 
in  major  markets  begin 
limited  programming- 
first  movies,  then  sports. 
Broadcasters  in  smaller 
markets  will  follow 
years  later 

tested  so  far  using  computer-simulated 
interference,  will  get  their  first  field  tri- 
al next  year  in  hilly  Charlotte,  N.  C. 
Some  experts,  such  as  former  MIT  Pro- 
fessor William  F.  Schreiber,  warn  that 
the  digital  systems  won't  tolerate  the 
electromagnetic  interference  in  such  a 
metropolitan  area.  "Under  rapidly  vary- 
ing conditions,  you  will  lose  the  picture 
entirely,"  says  Schreiber.  He  thinks  that 
using  proven  analog  technology  would 
get  HDTV  to  market  much  sooner.  The 
manufacturers,  however,  say  they  ex- 
pect digital  systems  to  work. 

Once  they  do,  the  FCC  may  anoint  just 
one  or  meld  several  into  its  standard. 
Then,  manufacturers  will  race  to  reduce 
the  bulky  electronics  in  the  prototypes  to 
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idful  of  semiconductors,  kicking  off 
could  be  a  vast  new  market  in  both 
alized  video  and  memory  chips, 
technical  specifications  set,  manu- 
rers  will  also  build  a  new  HDTV  gen- 
m  of  VCRS  and  other  gear.  Al- 
gh  some  experts  believe  the 
able  is  a  couple  of  years  too  opti- 
TV  makers  expect  HDTV  to  be 
'  for  market  by  1996.  First  out  will 
series  of  20-inch  to  40-inch  picture- 
sets  and  larger  projection  TVs. 
USIASTS.  It's  this  homegrown  ap- 
h  that  electronics  makers  see  as  a 
advantage.  If  American  companies 
as  Zenith  and  AT&T  win  the  stan- 
and  develop  the  key  chips,  they'll 
an  edge  over  foreign  rivals.  And 
:ould  even  entice  U.  S.  manufactur- 
aack  into  consumer  electronics, 
t  could  be  very  helpful  to  the  trade 
it  over  time,"  says  J.  Richard 


)n  sets  will 
3ce-257o 
larket. 
3tive  sales 
DO  billion 


on,  president  of  the  American  Elec- 
;s  Assn.  The  U.  S.  companies  will 
to  move  fast,  however.  The  FCC  will 
re  the  winner  to  license  the  trans- 
on  and  receiver  technology.  So,  the 
lese  and  European  electronics  firms 
now  dominate  the  industry  will  be 
to  build  HDTV  sets, 
ce  these  sets  and  other  equipment 
ir,  the  rest  of  the  TV  world  will  act. 
!  operators  may  go  first,  says  Mat- 
D.  Miller,  vice-president  for  tech- 
:y  at  Gl.  They'll  be  after  enthusiasts 
will  pay  $3,000-plus  for  sets — and  a 
iuni  for  a  tier  of  HDTV  channels, 
use  they'll  need  less  new  gear,  ca- 
Dperators — who  merely  distribute 
•ams — won't  face  costs  as  high  as 
iroadcasters  will.  Of  the  networks, 
Broadcasting  Co.  may  jump  first, 
id,  it  says  it  will  begin  installing 
broadcast  equipment  at  seven  sta- 
as  soon  as  possible  after  the  stan- 
is  set.  That  could  force  ABC,  CBS, 
JBC  to  follow  suit.  Broadcasters  are 
ig  to  HDTV  to  "protect  our  back- 
'  says  John  D.  Abel,  executive  vice- 
dent  at  the  National  Association  of 
dcasters. 

lat  has  broadcasters  nervous  is  un- 
inty  over  how  fast  these  trends  will 


develop.  Advertisers  embraced  color  TV 
in  the  late  1950s  because  it  made  selling 
products  easier.  This  time,  a  few,  such 
as  Nike  Inc.,  have  developed  high-defini- 
tion ads  for  large  closed-circuit  TV  broad- 
casts. But  there's  no  groundswell  yet. 
"Advertisers  are  not  going  to  drive 
this,"  predicts  Arthur  R.  Tauder,  senior 
vice-president  at  McCann-Erickson 
Worldwide.  "It's  just  not  seen  as  that 
big  a  leap,  the  way  color  was." 

It  will  take  work  to  overcome  this  per- 
ception. In  a  recent  study  in  Canada, 
college  students  said 
they  were  impressed  by 
HDTV's  sharper  images. 
But  research  at  MIT's 
Media  Laboratory  in 
1987  suggests  that  view- 
ers care  more  about  the 
quality  of  the  program- 
ming than  the  picture. 
Director  of  Communica- 
tions Research  W.  Rus- 
sell Neuman  had  view- 
ers compare  a  28-inch 
widescreen  high-defini- 
tion set  and  a  similarly 
sized  conventional  TV. 
He  found  they  preferred 
HDTV  when  watching  up 
close.  At  9  feet,  a  typical 
couch-potato  distance, 
most  viewers  couldn't 
see  the  difference. 

In  a  similar  experiment,  Neuman  used 
both  an  HDTV  camera  and  a  conventional 
one  to  tape  a  New  York  Jets  football 
game.  Viewers  preferred  the  game  on 
today's  TV,  perhaps,  he  speculates,  be- 
cause the  operator  of  the  older  camera 
caught  the  action  better.  "If  the  wrist 
angle  of  the  cameraman  can  blow  20 
years  of  research  out  of  the  water,  may- 
be they  should  rethink  what  they're  do- 
ing," Neuman  adds.  HDTV  advocates  say 
his  conclusion  is  invalid  because  larger 
screens  weren't  tested. 

Indeed,  the  key  to  making  HDTV  ap- 
peal to  viewers  may  be  bright  screens  of 
35  inches  or  more.  HDTV's  edge  is  clear 
on  large  projection  sets,  but  they  gener- 
ally aren't  bright  enough  to  be  viewed 
comfortably  in  a  well-lit  room.  More  e.x- 
otic  approaches — high-resolution  flat- 
panel  displays  that  would  hang  on  a 
wall — are  still  in  the  lab.  "The  problem 
they  haven't  solved  is  big  flat-panel  dis- 
plays," says  Julius  Barnathan,  former 
ABC  president  of  broadcast  operations 
and  engineering.  The  U.  S.  Defense  Ad- 
vanced Research  Projects  Agency  is 
funding  work  on  these.  The  Japanese 
are  making  progress,  too.  But  most  ex- 
perts believe  such  displays  won't  be 
available  for  eight  more  years — at  least 
not  a  price  anyone  will  pay. 

Price  could  speed  or  slow  the  market  a 
lot.  In  gadget-crazy  Japan,  consumers 
haven't  rushed  to  tune  in  even  though 
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Antenna 
and  transmission 
gear 


^1  MILLION 


High-definition 
cameras,  recorders, 
and  studio  gear 

UP  TO  m  MILLION 


.\'HK  has  been  beaming  HDTV  eight  hours 
a  day.  TV  makers  had  once  expected  to 
blanket  Japanese  homes  by  now.  But 
only  a  few  hundred  35-inch-plus  sets 
have  been  sold — at  $20,000  and  up. 
Sharp  Corp.  and  other  TV  makers  recent- 
ly cut  prices  to  about  $7,600.  That  may 
lure  videophiles  but  not  the  mass  mar- 
ket. "The  price  will  have  to  come  down 
significantly,"  says  D.  Joseph  Donahue, 
senior  vice-president  of  Thomson  Con- 
sumer Electronics.  Many  experts  put  the 
magic  figure  at  $1,000,  which  they  ex- 
pect to  see  by  the  late 
1990s. 

By  then,  the  networks 
may  be  rolling  ahead. 
The  FCC  wants  to  get 
HDTV  moving  so  it  can 
take  back  the  old  chan- 
nels for  other  uses.  To 
speed  the  conversion,  it 
plans  to  give  stations  a 
second  channel  for  HDTV 
programming — and  let 
broadcasters  initially  use 
it  any  way  they  want. 
After  four  years,  they 
would  have  to  "simul- 
cast" the  same  fare  they 
show  on  regular  TV. 

Since  a  broadcast  li- 
cense is  a  lucrative  as- 
set, the  FCC  is  under  fire 
for  granting  a  second 
channel  without  making  broadcasters 
compete  for  it.  To  blunt  that  criticism, 
the  commission  plans  to  allow  15  years 
for  the  transition.  After  that,  stations 
would  have  to  give  up  their  current 
channel — and  switch  entirely  to  HDTV. 
LIVE  SPORTS.  At  least,  there'll  be  plenty 
of  programming  available.  Today's  video 
cameras  don't  produce  the  high-resolu- 
tion images  the  technology  requires,  but 
movies  already  have  that.  Both  cable 
programmers  and  the  networks  have  ex- 
tensive film  libraries.  Some  TV  shows, 
such  as  L.  A.  Law  and  Cheers,  are  also 
shot  on  film.  And  Rebo  Studio,  a  high- 
definition  production  house  in  New 
York,  is  building  a  library  of  concerts, 
plays,  and  other  programs. 

The  first  live  broadcasts  will  probably 
be  sports:  It's  popular,  and  program- 
mers think  the  fast  action  plays  to 
HDTV's  strengths.  NBC  plans  its  first  tri- 
als by  the  late  1990s.  "We're  hoping  that 
putting  it  on  the  network  will  help  drive 
the  market,"  says  Michael  J.  Sherlock, 
NBC's  president  of  operations  and  techni- 
cal services.  "We'll  be  watching  the  rat- 
ings carefully."  So  will  the  rest  of  the 
world.  Engineers  have  had  a  decade  to 
play  with  the  technology.  Now  the  day  is 
in  sight  when  viewers  will  get  their 
chance. 

By  Mark  Lewyn  in  Washington,  with  Lois 
Therrien  in  Chicago,  Gary  McWilliams  in 
Boston,  and  Neil  Gross  in  Tokyo 
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Designed  for  the 
most  important  part  ol 
any  computer. 

The  person  who  uses  it. 


These  days,  it  seems  just  about  anyone  can  make 
and  sell  computers.  But  only  one  company  has  a  way 
to  give  you  more — service  and  support  unmatched 
by  anyone  else  in  the  industry.  Its  called  HelpWare^ 
and  it's  yours  with  every  IBM  PS/2 "  computer. 

HelpWare  is  a  whole  new  way  of  working  with 
IBM.  It's  with  you  every  step  of  the  way — before  you 
buy  a  PS/2,  while  youVe  using  it,  even  when  youVe 
ready  to  move  on  to  more  powerful  models.  It's  a  new 
number  to  call  with  your  PC  questions,  a  new  30-day 
quibble-free  return  policy,  new  education  centers, 
new  trade-in  and  lease  plans,  plus  a  host  of  other 
offerings  for  PS/2  and  OS/2?  In  short,  HelpWare  is 
total  customer  satisfaction — the  most  and  best 
service  and  support  you  can  get. 

With  HelpWare,  there's  a  lot  standing  behind  a 
PS/2.  And  that  could  be  the  best  reason  to  be  sitting 
in  front  of  one. 

r  1 

Introducing 
*    IBM  HelpWare  for  PS/2. 

A  collt'ction  of  service  ami  support  nobody  else  am  touch. 
HelpBuy  f  trade-ins,  leases,  money-back  guarantee. 
HelpLearnT  in-person.  in-depth,  h(mds-on  e(hication  centers. 
HelpCenter:  for  fust,  thorough  answers,  adi  1  800  PS2-2227. 
A  host  of  cjther  offerings  available,  yours  with  every  PS/2. 
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GET  IT  OFF  YOUR  CHEST 
—IT'S  GOOD  FOR  YOUR  HEART 


A blow-up  now  and 
then  between  niar- 
ried  couples  could  be 
good  for  the  wife's 
health,  say  researchers 
at  the  University  of 
Michigan  at  Ann  Arbor. 
In  a  study  of  192  cou- 
ples, psychosocial  epide- 
miologist Mara  Julius 
found  that  if  both  hus- 
band and  wife  sup- 
pressed anger,  the  mor- 
tality rate  for  women 
from  heart  attacks  was 
U'a.  This  dropped  to  l''<  when  only  the  husband  expressed 
anger.  When  both  "let  it  out,"  the  female  death  rate  was  zero. 

Julius  studied  traditional  couples,  in  which  the  wife  is  the 
homemaker  and  the  husband  the  breadwinner.  She  says  that 
sulkers,  holding  in  their  anger,  have  the  highest  risk  of  death. 
That's  because  these  people  also  tend  to  have  such  unhealthy 
habits  as  smoking  or  alcohol  abuse.  And,  she  says,  suppress- 
ing strong  feelings  could  provoke  a  biochemical  imbalance  that 
affects  the  cardiovascular  system.  Anger-suppressing  hus- 
bands were  about  twice  as  likely  to  die  of  heart  attacks  as 
husbands  who  let  out  their  emotions. 


FASTER  PHOTO  FAXING, 
CHUNK  BY  CHUNK 


Fax  machines  are  mighty  fast  at  sending  words  over  phone 
lines.  But  when  it  comes  to  pictures,  even  the  best  ma- 
chines hit  the  brakes.  When  presented  with  the  shades  of  gray 
in  a  typical  picture,  the  devices  must  scan  each  spot  and 
represent  it  with  a  mosaic  of  black  dots  and  white  spaces, 
adding  up  to  a  lot  of  information.  That's  why  transmitting  a 
typical  image  on  a  standard  8'/2-by-ll-inch  piece  of  paper  takes 
a  long  time— roughly  80  seconds. 

Electrical  engineer  Kevin  J.  Parker  at  the  University  of 
Rochester  has  found  a  way  to  cut  this  time  dramatically — to 
18  seconds.  Instead  of  transmitting  information  for  every  spot, 
Parker's  system  divides  the  picture  into  blocks — from  50  to 
250  depending  on  its  complexity.  Then,  it  calculates  and  trans- 
mits an  average  "grayness"  value  for  the  entire  block  and 
values  for  a  few  places  in  each  block  where  the  actual  tone 
differs  from  the  average. 

As  a  result,  transmission  is  four  or  five  times  faster,  while 
regular  fax  quality  is  retained.  Parker  believes  even  more 
complicated  calculations  could  further  reduce  transmission 
time.  Meanwhile,  he  has  filed  a  patent  on  his  system. 


A  SHARP-EYED  MICROSCOPE 
GETS  A  BROADER  POINT  OF  VIEW 


•  eing  able  to  examine,  measure,  and  chart  tiny  details  is  a 
'key  to  making  everything  from  semiconductors  to  ma- 
chines. But  that  requires  an  electron  microscope  of  enormous 
range,  one  that  can  zero  in  on  features  as  small  as  one- 
millionth  of  a  niillimeter  yet  pull  back  for  the  bigger  picture. 
Researchers  at  the  National  Institute  of  Standards  &  Tech- 


nology are  building  such  microscopes.  The  scientists  use  stan- 
dard scanning  electron  microscope  technology,  a  flexible  tube 
that  scans  back  and  forth  over  the  object  being  observed. 
Since  the  tube  has  a  limited  range  of  motion,  the  scientists  add 
other  mechanisms  for  moving  the  object  under  the  microscope. 
So  far,  they've  built  a  device  that  has  a  field  of  view  nearly  six 
times  as  wide  as  the  widest  one  currently  in  industrial  use, 
ranging  from  a  millionth  of  a  millimeter  to  three-fifths  of  a 
millimeter.  And  they're  working  on  an  instrument  that  is  able 
to  view  objects  up  to  a  centimeter  wide. 

The  new  microscopes  will  let  companies  measure  products 
with  unprecedented  accuracy.  They  will  also  allow  better  cali- 
brations of  standard  microscopes,  enabling  these  devices  to 
make  more  accurate  measurements.  Says  NIST  physicist  John 
Villarrubia:  "This  is  our  serious  attempt  to  do  the  job  right." 


HEARING  AID  BATTERIES:  IF  YOU  CAN'l 
CHANGE  'EM,  CHARGE  'EM 


When  their  products  shrank  to  near-invisibility,  hearing 
aid  manufacturers  faced  one  more  challenge:  how  to 
make  the  tiny  battery  cells  in  the  devices  easier  to  replace.  A 
St.  Petersburg  (Fla.)  company.  Best  Labs,  thinks  it  has  the| 
answer:  SolarEar,  a  hearing  aid  with  a  solar  recharger. 

Invented  by  H.  C.  Knapp  of  Grand  Rapids,  Mich.,  and  now 
made  by  Best  Labs,  SolarEar  means  arthritic  fingers  need  no 
longer  fumble  with  batteries  half  the  size  of  a  thumbnail.  A 
solar  collector  inside  a  4-inch-square  case  converts  light  into 
stored  energy  during  the  day  and  recharges  up  to  two  hearing 
aids  at  night.  The  case  holds  a  charge  for  10  days,  allowing  the 
hearing  aid  to  work  much  the  same  as  a  portable  phone. 

The  process  is  so  simple  that  "it  makes  the  recharging 
process  error-free,"  says  Best  President  Harvey  Romanek.  He 
expects  the  new  hearing  aid  to  have  environmental  appeal, 
with  less  battery  disposal.  Next,  the  company  hopes  to  license 
its  patent  to  manufacturers  of  pagers  and  cellular  telephones. 


SPACE-AGE  VENTILATION 

THAT  HELPS  YOU  BREATHE  EASIER 


Stuffy  offices  may  be 
more  than  just  un- 
comfortable: The  recir- 
culated air  may  be  full 
of  contaminants.  Now,  a 
North  Carolina  State 
University  engineer  is 
developing  a  way  to 
clean  air  inside  offices, 
factories,  and  even  cars. 

David  F.  Ollis  and  his 
team  built  a  lab-size  ven- 
tilation system  that  uses 
a  process  called  photoca- 
talysis.  Air  is  circulated 

through  a  purifier — a  ceramic  cube  with  lots  of  tiny  holes,  like 
a  honeycomb — coated  with  a  catalyst,  titanium  dioxide.  When 
uv  lamps  illuminate  the  cube,  the  catalyst  reacts  with  oxygen 
in  a  chemical  process  that  burns  up  such  contaminants  as 
benzene  as  well  as  solvent  traces  and  tobacco  odors. 

Titanium  oxide  is  ideal  for  this  system  because,  unlike  most 
catalysts,  it  works  at  room  temperature,  so  no  extra  heating  is 
necessary.  The  researchers  plan  to  install  a  building-size  sys- 
tem this  summer  using  conventional  ventilation  ducts,  with  the 
purifier  in  the  recirculation  flow.  The  work  is  funded  by  NASA,  t 
which  is  seeking  ways  to  purify  air  in  spacecraft 
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by  Barbara  H.  Peters  and  James  Peters 

Much  as  the  new  economic  and  politi- 
cal boundaries  are  dramatically  alter- 
ing the  world  map,  new  corporate 
alignments  are  fundamentally  changinj^  the 
internal  and  external  patterns  of  business  rela- 
tionships. Simply  put,  leadmg  executives  of 
companies  around  the  globe  are  now  laying 
the  foundation  of  a  new  corporate  order,  one 
that  is  changing  the  very  nature  of  corporate 
management. 

Increasingly,  corporate  relationships  are 
characterized  by  a  distinct  spirit  of  coopera- 
tion, if  not  by  full-fledged  alliance.  That  is  the 
message  Warren  Bennis,  professor  at  the 
University  of  Southern  California,  brought  to 
The  1992  Busmess  Week  Presidents'  Forum  held 
recently  in  Palm  Springs. 

"The  overarching  issues  of  this  decade  -  for 
companies  as  well  as  for  nations  -  have  to  do 
with  relationships,  and  how  they  are  transformed 
by  federation,  collaboration,  partnership,  and 
teamwork,"  Bennis  says.  "Moreover,  alliances 
will  be  the  springboard  to  the  next  level  of 
business  innovation,  growth,  and  profitability," 

Thh  Vallie  of  Cooperation 

The  consensus  among  the  presidents  at  the 
Business  Week  forum,  all  leaders  of  large  and 
prestigious  North  American  firms,  is  that  those 
senior  executives  who  negotiate  the  most  suc- 
cessful alliances  and  partnerships  -  within 
their  firms,  with  other  corporations,  and  with 
governments  -  will  be  champions  of  the  glob- 
alized future. 

Jordan  Lewis,  noted  author  oi  Pawier^hip 
for  Profits:  Smu  turmf^  ami  Managing  Strategic 
Alliances,  predicts,  "The  high  ground  will  be 
owned  by  companies  that  leapfrog  cross-cultur- 
al and  cross-organizational  boundaries  to  forge 
.ntra-^or  inter-company  teams.  Today,  competi- 
tion has  become  a  team  sport.  We  must  com- 
pete and  cooperate  at  the  same  time." 
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I oi  alliaiKes  to  succeed,  Lewis  says  that  compa- 
nit's  need  to  observe  certain  rules  of  cooperation. 
"Companies  must  share  clear  objectives;  they  must 
dt_-monsti"ate  a  mutual  need;  they  must  share  risks; 
and  they  must  devekip  trust  throut;h  jiersonal 
relationships  and  teamwork." 


often  been  called  an  "adhocracy"  because  it  brings 
everyone  on  Kxird  from  day  one  in  a  project-by- 
jiroject  process.  The  a)-iproach  has  already  delivered 
big  gains:  Gammill  reports  an  augmented  and 
updated  product  portfolio  and  enhanced  company- 
wide  communications. 


Daniel  J.  Valentino 
Managing  Director  North  America 
of  Gemini  Consulting 
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TEAMiNt;  Lip  TO  Crkate  Advantage 

Senior  executives  now  see  corporate  change  as 
an  enduring  tai.t  of  business.  "Transformation  is 
not  an  event;  it  v\  ill  not  stop  onee  a  eompany 

restrui^tures.  1 1 ansf oimation  is  a  contin- 
uous jirocess  that  should  lead  to  organK 
growth,"  savs  Daniel  \.  Valentino, 
managing  (.liret^tor  North  America  of 
Cicmini  Consulting. 

"  rvpiealiv,  when  companies  lealize 
that  constant  change  is  integral  to  their 
future  suLcess,  the\'  acknowledge  a  need 
tor  additional  oi  complementarv  resources 
to  plan  and  implement  the  transforma- 
tion ol  then"  business  and  to  teach  them 
how  to  cleal  successfullv  w  ith  ongoing 
change."  Multiple  skill  sets,  i^liffeient 
methodologies,  and  a  culture  that  thriws 
on  cliwi'sitx  become  the  new  essentials. 

Gemini  i  onsulling  itself  was  launched 
from  the  union  of  three  str()ng  organiza- 
tions with  distinct  cultures.  "Our  alliance 
was  a  respi>nse  to  the  compan\  's  \'ision 
to  be  the  glob.il  consulting  leader  in  busi- 
ness trails! oimation.  We  believed  our 
differences  would  create  a  s\'nei"g\'  that 
would  make  a  difference  to  our  clients, 
our  peo[ile,  and  the  world.  Our  alliance 
has  enabli-d  us  to  be  a  laboratorx  for 
change,  a  test  run  tor  our  clients." 

Cross-corporation  teamwork,  another 
alli.mce  model,  has  been  a  part  of  l^oeing's 
competitive  strateg\  since  the  earl\ 
I'WOs.  "To  secure  and  implement  specific 
projects,  we  have  partnered  with  man\' 
companies,"  sa\s  Art  1  litsman,  president,  i^oeing 
Ciimputer  Ser\  ices.  "But  we  ha\'en't  teamed  up 
for  teann\()rk's  sake.  Any  alliance  must  have  a 
clear  purpose  and  salient  mutual  benefits.  The 
guiding  principle  here  is  th.it  the  program  is  the 
goal;  vou  win  only  il  the  |oint  project  succeeds." 

New  York  kite  Insurance  Companv  has  netted  a 
big  w  in  in  its  organization  as  a  result  of  internal 
teaming  efforts.  Ia'c  M.  Cammill,  the  firm's  execu- 
tive vite  president,  describes  his  company's  old 
organization  as  a  group  of  dist  rete  f  ietdoms.  "All  the 
functions  workixl  serialK  and  independentK',"  he  says. 

Today,  New  York  Life  is  driving  cross- 
functional  teams  into  every  de|xirtment  and  level 
of  Its  organization.  Gammill  says  the  approach  has 


From  Rivals  to  Allies:  "Coopetition" 

Another  take  on  alliances  comes  from  Novell.  The 
producer  of  Netyvare,  a  system  software  that  net- 
works personal  computers,  minicomputers,  and 
mainframes.  Novell  knew  that  customers  could  be 
better  served  by  a  vencfor  alliance.  So,  I3arrell 
Miller,  executive  vice  president,  spearheaded  the 
Technical  Support  Alliance.  y\lreacf\'  a  year  o\A, 
the  cimfederation  includes  Apple,  Borland, 
Compaq,  DEC,  H?,  Intel,  IBM,  Lotus,  Microsoft, 
and  Sun  Microsystems. 

To  make  the  alliance  work,  Novell  had  to  coax 
I  i\  als  into  sharing  customers  and  proprietary 
information  —  a  tall  order.  Miller  concedes  that 
organizing  the  alliance  yvas  tricky,  but  this  form 
of  "coopetition,"  as  he  calls  it,  is  critical  not  only  to 
Novell's  growth  but  also  to  the  industry's.  The 
results  are  striking  —  thousands  of  compatibility 
problems  have  been  unraveled. 

("ipus  One  wine,  the  joint  venture  between 
Rothschild  Vineyards  in  I  rance  ancf  Robert 
Moiickn  i  \Viner\  in  C  alifornia,  is  one  of  the  most 
remarkable  alliance  models:  cooperation  between 
companies  of  different  countries,  making  a  prod- 
uct whose  marketing  has  traclitionalK  carried  a 
strong  nationalit\-  component.  And  the  giial  of 
Opus  One  is  succinct  —  "to  produce  the  world's 
greatest  wine." 

Michael  Mondavi,  managing  director  and  CEO, 
credits  kindred  i^bjectives  as  a  primary  factor  in 
the  Ojius  One  success.  "Mondavi  wanted  to  learn 
more  about  the  art  of  winem.iking  —  better  yvays 
to  train  \  ines,  better  technic|ues  to  blend  yvines. 
Rothschild,  on  the  other  hand,  hoped  to  learn 
more  about  the  science  and  technology  of  making 
wine.  B\'  blending  the  art  and  science,  wc  ha\'e 
produci'd  a  superlative  wine." 

Ties  to  Ci  sto.mers  and  Si  pplihrs 
Business  surx  ival  tomcirrow  may  mean  shifting  to 
a  whollv  neyv  corporate  paradigm,  one  that  places 
h.ighest  value  on  coopenition  with  two  key  stake- 
holders: customers  and  suppliers.  MCI  Communi- 
cations Corporatii>n  is  one  companv  that  is 
designing  its  future  by  embcxlclini;  that  mindset 
throughout  the  organization. 

"Our  corporate  culture  puts  the  customer  first," 
savs  Kevin  Sharer,  president  of  business  markets 
for  MC'I.  "We  provide  a  ser\  ice  that  runs  thn>iigh 
the  corpiirate  body  like  a  central  nervous  system. 


FECIAL  ADVERTISING  SECTION 


ice  no  two  customers  have  the  same  intorina- 
n  flow  or  billing  system  or  reconfiguration 
eds,  we  can't  sell  off-the-shelf  solutions.  MCI 
ds  value  by  being  willing  and  able  to  customize 
r  services  to  meet  customer  needs." 
MCI's  flexibility  extends  beyond  tailoring  ser- 
ies to  meet  specific  customer  needs.  Technology 
plication,  one  of  the  firm's  core  competencies,  is 
eraged  by  partnering  with  customers  to  invent 
w  services.  "Prototyping  services  for  customers 
■ates  complementary  business  opportunities," 
arer  explains.  "Service  prototypes  give  customers 
advantage  over  their  competition  and,  at  the 
ne  time,  puts  MCI  in  a  f  irst-to-market  position 
th  a  new  product." 

Hand-in-hand  with  MCI's  intent  to  deliver  f  lex- 
e  services,  is  "an  absolute  dependence  on  suppli- 
;."  MCI  has  built  its  technological  platform  —  a 
iver  of  the  company's  growth  —  on  close  day-to- 
y  working  relationships  with  suppliers.  "We 
n't  manufacture,"  Sharer  notes,  "so  we  depencf 

our  suppliers.  We  shop  the  globe  for  world- 
ss  suppliers  who  enable  us,  in  turn,  tc^  provide 
;  innovation  and  quality  that  fuel  our  cus- 
Tiers'  success." 

The  "creative  interdependence"  that  Sharer 
scribes  will  spread  from  industry  to  industry  as 
3re  companies  concentrate  on  their  core  skills 
d  outsource  the  rest.  That  is  already  the  practice 
General  Electric.  "As  GE  backs  away  from  full 
rticality,  we  look  to  our  suppliers  as  partners  in 
rsuing  business  goals,"  says  John  D.  Rittenhouse, 
lior  vice  president  at  GE  Aerospace. 
"Speed  —  a  major  goal  —  is  translated  into  cycle- 
ae  reduction  in  our  plants,"  Rittenhouse 
plains.  An  example  of  how  that  plays  out  in 
eduction  comes  from  GE's  appliance  group.  "In 
90,  it  took  18  weeks  to  deliver  a  refrigerator.  By 
inging  a  best-practice  we  discovered  —  in 
jstralia  —  to  our  Louisville  facility,  we  cut  deliv- 
I  down  to  eight  weeks.  Suppliers  worked  with 
to  make  it  possible,  and  they  will  continue  part- 
ring  with  us  to  reach  our  stretch  goal  of  a  1.5 
'ek  turnaround." 

RTNERING  WiTH  YOliR  OWN  PEOPLE 
le  most  important  partnerships  a  company  builds 
'  those  with  its  own  empk^yees.  For  Roger  Sant, 
airman  and  CEO  of  the  AES  Cttrporation,  that 
'ans  "creating  an  environment  where  people  are 
ipowered  to  use  their  skills  to  meet  customers' 
eds."  To  support  such  a  climate  at  his  energy 
mpany,  Sant  is  delayering  management  —  only 
o  tiers  exist  between  the  CEO  and  entry -level 
ople  —  and  organizing  all  work  around  small, 
jltidisciplinary  teams. 

So  far,  the  operating  results  are  impressive: 


Lost-time  ai.i.idenls  are  H'Xi  of  industry  average, 
environmental  emissions  are  less  than  5()'Xj  of  per- 
mits, and  real  cost  is  declining  while  energy  avail- 
abilities are  increasing. 

Faith  Wt)hl,  director  of  work  force  partnering 
at  Du  Pont,  agrees  that  teamwork  has  powerful 
benefits.  Yet,  given  the  profound  demographic 
and  social  changes  now  underway  in  the  US  work 
force,  she  raises  many  provocative  questions  about 
the  future  of  teams.  "Because  of  growing  family 
pressures,  employees  are  determined  to  achieve 
greater  balance  between  work  and  family 
in  their  lives.  And  this  may  affect  what 
they  are  willing  to  commit  to  their  team." 

Wohl  asks,  "Can  we  emphasize  team- 
work when  family  issues  increasingly  pull 
team  members  away  from  their  jobs,  leav- 
ing colleagues  to  juggle  even  more  work 
in  their  absence^"  Questions  such  as  this, 
Wohl  says,  have  spurred  some  innovative 
business  responses:  corporate  child  an(.l 
elder  care  programs;  flexible  work  sched- 
ules; and  extended  family  leaves.  "The 
real  solution,"  Wohl  insists,  "starts  with 
knowing  what  your  people  need  and 
what  they  value." 

Lynn  R.  Williams,  international 
president  of  the  United  Steelworkers  of 
America,  supports  Wohl's  view  of  team- 
work issues.  "US  companies  must  see 
workers  and  unions  as  assets,  not  costs," 
he  says.  With  a  corporate  model  that 
values  teamwork,  Williams  sees  the  possi- 
bility of  "unleashing  the  full  productive 
potential  of  our  work  force." 


Kevin  Sharer 

President  of  Business  Markets, 
MCI  Communications  Corp. 


A  Shared  Accountability 

With  America's  preeminent  position  in 
the  global  market  threatened,  it  is  fash- 
ionable to  debate  the  reform  of  corporate 
governance  as  a  means  of  revitalizing  US 
business.  Corporate  governance  —  the  relationship 
between  owners  and  managers  —  is  the  highest 
form  of  internal  partnership.  Christopher  I. 
Steffen,  executive  vice  president  and  chief  finan- 
cial ancf  administrative  officer  of  Honeywell  Inc., 
describes  ccirporate  governance  as  a  system  of 
checks  and  balances  designed  to  increase  long-term 
shareholder  value.  "Its  goal,"  he  says,  "is  to  maxi- 
mize the  return  for  all  corporate  constituencies." 
Steffen  sees  short-  versus  long-term  performance 
as  the  heart  of  today's  debate,  which  is  closely 
connected  to  the  question  of  US  competitiveness. 
"The  debate  distills  to  one  issue:  allocation  of 
resources.  Technology  requires  investment  in  R&D. 
And  upgrading  knowledge  and  skills  demands 
investment  in  training,"  he  says. 


Our  corporate  culture 
puts  the  customer  first 
Ami  since  no  two  busi- 
nesses luwe  the  same 
needs,  we  don't  provide 
off- the  shelf  sohttions. 
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Reform  ot  corporiite  America  ranks  high  on 
ihe  agenda  of  T.  B(H>ne  Pickens,  founder  of  Mesa 
I'etrok-um.  \n  1987,  Pickens  f  ounded  the  United 
Shareholders  Association  (USA)  because  "America's 
ciirporate  managers  had  kist  touch  with  their 
shareholders,  k-aving  investors  out  in  the  cokl."  LISA 
members  and  other  activists  are  now  k'ading  what 
Pickens  calls  a  "justifiable  shareholder  revolution." 

Business  and  Government  Alliance 

'Po  move  forward  in  a  global  market  absent  a  true 
li.irtnership  between  incfustry  and  government  is  a 
challenge  that  grows  more  economically  ha/arcious 
each  day.  At  least  that  is  the  view  of  many  senior 
executives  in  industries  facing  the  challenges  of 
lapanese  keiretsu  ancf  the  competitive  muscle  o\  a 
unified  pAirope. 

Those  concerns,  and  others,  are  driving  the 
Bush  administration's  "economic  growth  agenda," 
says  Susan  Schwab,  Assistant  Secretary  of  State  and 
director  general  of  the  US  and  Foreign  Commercial 
Service.  "The  agenda  advocates  a  strategy  fixed  on 
long-term  growth  and  pn iductivitv,  and  has  four 
key  elements:  encouraging  savings  and  investment; 
opening  new  market  opportunities  while  eliminat- 
ing foreign  trade  barriers;  reducing  government 
regulation;  ancf  promoting  an  ecfucatecf  ancf  dvnamic 
work  forci'." 

US  Senator  iohn  H.  Preaux  (H-PA),  believes 
federal,  state,  and  local  authorities  are  still  missing 
the  mark  on  the  ecfucation  front.  "Our  future 
competitivt'ness  will  depend  on  the  ci^llective 
capabilitv  of  our  work  force.  So,  we  all  need  to 
rethink  vocational  education." 

While  suppiMting  government  projects  in  edu- 
cation, T.I.  Rocfgers,  president  and  CEO  of  Cypress 
Semiconductor,  urges  caution  when  it  crimes  to 
govi-rnment/incfustry  research  consortia.  C  iting 


Sematech,  the  semiconductor  technology  alliance, 
Rodgers  complains  about  a  tendency  to  "fence  out 
all  the  small  firms."  Rodgers  endorses  industry  self- 
reliance  because  "once  the  government  walks  away, 
ventures  often  don't  wcirk  out  as  envisioned." 

Believing  that  government  has  a  riile  to  play  in 
key  areas,  George  M.C.  Fisher,  chairman  and  CliO 
of  Motorola  and  chairman  of  the  Council  on 
Competitiveness,  goes  on  to  suggest  that  the  com- 
petitiveness issue  is  largely  US  industry's  problem. 
"We  need  to  invest  in  people  by  funding  continu- 
ous education  in  the  workplace,  and  we  must  step 
up  boldly  to  the  c|uality  issues."  Government,  in 
turn.  Fisher  says,  "must  encourage  an  environment 
for  all  of  us  to  work  in.  For  America  to  win,  the 
government  must  assure  market  access.  In  short, 
government  has  to  be  a  facilitator  and  a  cheerleader 
for  LIS  business." 

For  the  Common  Futiire 

Methodiilogy  aside,  there  was  unanimity  among 
the  Forum's  delegates  that  a  strong  US  economy  is 
essential  to  business  growth.  They  heard  leader 
after  leader  assert  that  business,  government,  labor, 
and  academia  must  forge  some  sort  of  national 
alliance  to  promote  economic  priorities  for  the 
country's  common  future. 

"In  order  to  walk  into  that  future,"  Dr.  Bennis 
advises,  "leaders  must,  in  one  way  or  another,  dis- 
turb the  present."  Based  on  reports  from  the  cor- 
porate f  rontlines  presented  at  the  IS)92  Business 
Week  Presicfents'  Forum,  US  business  leacfers  are, 
indeed,  shaking  the  old  foundations  and  casting  a 
new  corjxirate  order 


Bdihiini  II.  /Vfcrs  (DuI  Jmncs  Peters  are  New  York- 
btised  business  writers 


THE  NEW  ORDER  OF  COMPETITION 

According  to  Claude  Rameau,  Dean  of  INSEAD,  the  European  Institute  of  Business  Administration,  business  leaders 
are  discovering  that  the  new  corporate  order  will  compel  a  voyage  from  certainty  to  ignorance,  as  companies  from 
every  industry  come  to  terms  with  the  forces  of  globalization,  integration,  and  other  new  forms  of  competition. 
Gary  Hamel,  associate  professor  of  strategy  and  international  management  at  the  London  Business  School,  speculates 
that  the  main  competitive  bout  of  the  1990s  will  be  to  develop  basically  new  businesses.  "Companies  will  create  new 
industries  for  the  future.  This  battle  isn't  about  competition  for  market  position,  cost,  or  quality,"  explains  Hamel.  "It  is 
competition  for  industry  structure."  Four  ingredients  are  needed: 

■  Intellectual  leadership  capable  of  defining  the  evolution  of  an  industry; 

■  Core  competencies  that  allow  a  company  to  preempt  the  future; 

■  A  fertile  corporate  imagination  that  can  conceive  the  inconceivable; 

■  A  capat  ity  for  expeditionary  marketing  to  better  explore  and  create  new  market  territory. 

"Competing  for  the  future  demands  a  different  view  of  strategy,"  advises  Hamel.  "It  dictates  a  stretch  in  corporate 
aspirations,  a  capacity  to  leverage  resources,  and  a  commitment  to  pursue  the  ambitious  goal." 
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iESE  REPAIR  JOBS  ARE  TAKING 

LITTLE  lONGER  THAN  EXPECTED  

d  and  GM  paid  dearly  to  get  into  Europe's  luxury-car  market.  Two  years  later,  they're  still  paying 


years  ago,  General  Motors  Corp. 
Ford  Motor  Co.  both  courted  Brit- 
Jaguar  Cars  Ltd.  By  bidding  $2.6 
rri,  Ford  won  Jaguar.  To  recoup, 
nared  507'  of  Sweden 's  Saab  Auto- 
le  for  $600  million.  But  as  reces- 
and  increased  Japanese  competi- 
have  hurt  sales,  both  Ford  and  GM 
-eshaping  their  European  catches. 


;UAR:  QUALITY  IS  UP, 
r  NOT  SALES 


^1  arcia  McErlean,  owner  of  a 
PB  plant  nursery  in  Staten  Island, 
'■In.  Y.,  had  persistent  electrical 
ilins  in  her  1988  Jaguar  almost  from 
day  she  drove  it  home.  Yet  two 
5  later,  she  bought  a  second  Jag, 


Jaguar.  Scheele,  one  of  the  few  Britons 
in  Ford  top  management  and  a  veteran 
of  Ford's  efficient  Mexican  operations, 
was  handpicked  by  Chairman  Harold  A. 
Poling.  His  task:  salvaging  Ford's  in- 
vestment, which  so  far  has  been  little 
short  of  disastrous.  Hammered  by  the 
recession.  Jaguar  car  sales  have  slipped 
by  nearly  half,  and  the  company  is  piling 
up  losses  with  no  end  in  sight  (chart). 

Scheele,  who  needs  to  boost  sales 
some  50'!  simply  to  break  even,  is  stuck 
with  two  aging  car  models  and  no  re- 
placements due  before  late  1994.  He 
must  shepherd  the  company  through  its 
most  ambitious  new-prod- 
uct program  ever.  And  he 
must  convince  consumers 
that  Jaguar's  dismal 
quality  image  has  been 


JAG'S 
DOWNHILL  SKID 


ase  the  dealer  said  the  cars  no  long- 
id  such  problems  and  gave  her  a 
t  deal — about  $40,000  for  a  model 
'ing  a  $60,000  sticker  price.  Al- 
^h  the  second  car  has  had  fewer 
cts,  they're  still  too  many  for 
clean.  "I  wouldn't  purchase  another 
ar,"  she  says. 

at's  bad  news  for  Nicholas  V. 
ele.  On  Apr.  1,  the  tall,  amiable  48- 
old  moved  into  the  driver's  seat  at 


reversed.  "We  have  to  persuade  people 
that  there's  a  big  difference  from  four 
or  five  years  ago,  that  you  don't  need  to 
buy  two  Jaguars  because  one's  in  the 
garage  all  the  time,"  says  Scheele. 

The  only  way  Jag  will  ever  start  spin- 
ning out  money  for  Ford — and  pay  back 
its  investment  of  $3.5  billion  and  mount- 
ing— is  with  new  products.  None  was  in 
the  works  when  Ford  took  over.  But  it 
quickly  launched  a  design  program,  and 


the  first  fruit  will  be  an  updated  version 
of  the  $45,000  XJ6  four-door  sedan,  with 
improved  engine  and  a  more  rounded, 
aerodynamic  exterior.  Then,  in  1996, 
comes  a  replacement  for  the  X.JS  sports 
car.  The  current  $60,500  model  dates 
back  to  1976.  But  the  biggest  leap  is 
planned  for  late  1998,  when  a  new  execu- 
tive sedan — priced  below  the  XJ6 — is 
scheduled  to  go  on  sale.  Under  Ford's 
plan,  that's  the  car  that  will  boost  Jag- 
uar's volumes — and  start  producing 
megaprofits. 

ROOF  ON  A  HOT  TIN  CAT.  Thanks  to 
Scheele's  predecessor,  William  J.  Hay- 
den,  a  tough-talking  Ford 
veteran  who  spent  his  ca- 
reer in  manufacturing. 
Jaguar  already  looks 
sleeker.  Despite  Jaguar's 
small  size,  Hayden  says, 
its  culture  was  stifling 
initiative.  Marketing 
didn't  talk  to  engineer- 
ing, and  managers  were 
afraid  to  speak  up.  Hay- 
den discovered  what  he 
calls  "gross  inefficiency 
and  indiscipline  in  manu- 
facturing." The  break- 
even point,  Hayden  adds, 
"was  higher  than  any 
number  Jaguar  had  ever 
produced." 

Now,  it's  a  different  Jag- 
uar. After  two  years  of 
hammering  home  Ford's 
quality  message,  Hayden  re- 
duced assembly-line  defects 
by  807'  .  In  the  U.  S.,  Jaguar 
says,  warranty  repairs  on 
1991  models  were  down  by 
15%  from  the  year  before 
and  have  fallen  by  25%  on 
'92  models.  Other  improvements  have 
helped  boost  productivity  by  35%.  And 
by  linking  with  Ford  to  buy  parts,  Hay- 
den has  cut  Jaguar's  purchasing  bill  by 
12%.  But  there's  a  long  way  to  go.  Hay- 
den figures  it  still  takes  three  times 
longer  to  assemble  a  Jaguar  than  a  high- 
end  Ford.  One  tiny  example:  A  sunroof 
on  a  Jaguar  takes  28  minutes  to  build, 
vs.  6  minutes  at  Ford. 
Labor  relations  have  also  made  a  huge 
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Osborne/McGraw-Hill  Computer  Books  Are  Available  At  These  Fine  Stores 


\LABAMA 


Auburn,  AL 
Auburn  University  Bookstore 

=H:  205-844-4241 

Birmingham,  AL 
Jonathan  Benton  Bookseller 

PH;  205-967-8840 

Madison  Books  &  Computers 

PH  205-945-0020 

Smitt)  &  Hardwick 

PH  205-591-9970 

University  of  Alabama 
Bookstore 

PH  205-934-4686 

Florence,  AL 
Madison  Books  &  Computers 

PH  205-764-8788 

Huntsville,  AL 
University  Bookstore 

PH  205-895-6600 

Madison,  AL 
Madison  Books  &  Computers 

PH  205-772-9250 
FAX  205-461-8076 

Tuscaloosa,  AL 
University  ot  Alabama 
Bookstore 

PH  205-348-6126 


ARKANSAS  

Little  Rock,  AR 
Publistier's  Bookstore 

PH  501-664-6956 


CALIFORNIA  

Berkeley,  CA 
Cody's  Books  Inc. 

PH  510-845-7852 

Burbank,  CA 
PC  Book  Nook 

PH  818-567-0016 
FAX  818-567-1039 

Citrus  Heights,  CA 
Tower  Books 

PH  916-961-7202 

Concord,  CA 
Tower  Books 

PH  510-827-2920 

Cupertino,  CA 
Computer  Literacy  Bookshops 

PH  408-973-9955 

A  Clean  Well-Lighted  Place 
tor  Books 

PH  408-255-7600 

Stacey's  Bookstore 

PH  408-253-7521 

Irvine,  CA 
Irvine  Sci-Tech  Books 

PH:  714-733-1002 
FAX:  714-733-0122 


Los  Angeles,  CA 
OPAMP  Technical  Books,  Inc. 

PH:  213-464-4322 
800-468-4322 

UCLA  Students  Store 

PH  213-206-0763 

Mountain  View,  CA 
Tower  Books 

PH  415-941-7300 

Palo  Alto,  CA 
Stacey's  Bookstore 

PH  415-326-0681 

Stanford  Bookstore 

PH:  415-327-3680 

Sacramento,  CA 
Hornet  Bookstore 

PH  916-278-5687 

Tower  Books 

2538  Watt  Ave 
PH:  916-481-6600 

Tower  Books 

1600  Broadway 
PH  916-444-6688 

Tower  Books 

5950  Florin  Rd 
PH  916-391-6121 

San  Diego,  CA 
San  Diego  Technical  Books 

PH  619-279-4990 
FAX  619-279-5088 

San  Francisco,  CA 
Stacey's  Bookstore 

581  Market 

PH  415-421-4687 

Stacey's  Bookstore 

383  Sacramento 
PH  415-397-7935 

San  Jose,  CA 
Computer  Literacy  Bookshops 

PH  408-435-1118 

San  Luis  Obispo,  CA 
El  Corral  Bookstore 

PH  805-756-1101 

Santa  Barbara,  CA 
Chaucer's  Bookstore 

PH  805-563-0010 
FAX  805-682-1  129 

Stanford,  CA 
Stanford  Bookstore 

PH:  415-329-1217 

Sunnyvale,  CA 
Computer  Literacy  Bookshops 

PH  408-730-9955 


COLORADO  

Boulder,  CO 
United  Techbook  Co. 

PH  303-443-7037 

Colorado  Springs,  CO 
McKenzey-White  Booksellers 

PH  719-590-1700 


Denver,  CO 
Auraria  Book  Center 

PH:  303-556-3230 
FAX:  303-556-3736 

Tattered  Cover 

PH:  303-322-7727 
FAX:  303-399-2279 

Longmont,  CO 
United  Techbook  Co. 

PH:  303-651-3184 


ILLINOIS 


CONNECTICUT 


New  Haven,  CT 
Yale  Co-Op 

PH:  203-772-2200 
800-354-9253 

Stoors,CT 
U-Conn  Co-Op 

PH  203-486-3537 


FLORIDA 


Boca  Raton,  FL 
Liberties  Bookstore 

PH:  407-368-1300 

Coral  Gables,  FL 
Softhouse,  FL 

PH  305-446-7638 

Software  Doctor 

PH:  305-446-5124 

Univ.  of  Miami  Bookstore 

PH:  305-284-3343 

Gainesville,  FL 
Univ.  Book  &  Supply  Store 

PH:  904-377-1788 

Univ.  of  Florida  Bookstore 

PH:  904-392-5195 

Miami,  FL 
Downtown  Book  Center 

PH  305-377-9939 

Orlando,  FL 
It's  Academic 

PH:  407-658-4612 

Sarasota,  FL 
Kingsley's  Book  Emporium 

PH  813-388-5045 

Paperback  Booksmith 

PH  813-922-5000 


GEORGIA  

Athens,  GA 
University  of  Georgia 
Bookstore 

PH:  404-542-3171 

Atlanta,  GA 
Georgia  Tech.  Bookstore 

PH  404-894-2515 

Oxford  Bookstore 

PH  404-262-3333 

Marietta,  GA 
Micro  Center 

PH  404-859-1540 


Chicago,  IL 
Kroch's  &  Brentano's 

PH:  312-332-7500 
800-833-Book 

Univ.  of  Chicago  Bookstore 

PH:  312-702-7712 

Naperville!  IL 
Books  &  Bytes 

PH:  708-416-0102 
800-541-2126 


INDIANA  

Indianapolis.  IN 
Chapters  Bookshop 

PH:  317-872-2665 


IOWA 


Ames,  lA 
University  Bookstore 

PH  515-294-5684 


KENTUCKY 


Bowling  Green,  KY 
College  Heights  Bookstore 

PH:  502-745-5799 

Lexington,  KY 
Kennedy  Bookstore 

PH:  606-252-0331 

Louisville,  KY 
Univ.  of  Louisville  Bookstore 

PH  502-588-6679 


MAINE  

Orono,  ME 
University  Bookstore 

PH:  207-581-1700 
FAX:  207-866-2836 


MARYLAND 

Timonium,  MD 
Software  Mania 

PH  301-560-1010 


MASSACHUSETTS  

Boston,  MA 
Boston  University  Bookstore 

PH  617-267-8484 
800-553-5531 

Lauriat's  at  Copley  Place 

PH:  617-262-8858 

Northeastern  University 
Bookstore 

PH  617-437-2286 

Waterstone's  Booksellers 

PH  617-859-8030 
FAX  617-859-8038 


Brookline,  MA 
Brookline  Booksmith 

PH:  617-566-6660 

Burlington,  MA 
Lauriat's  at  Burlington  Mall 

PH  617-272-7806 

SoftPro 

PH:  617-273-2919 
FAX:  617-273-2499 

Cambridge,  MA 
Harvard  Coop  at  Harvard 
Square 

PH:  617-499-2199 

MIT  Co-Op 

PH:  617-499-3230 
FAX:  617-621-0856 

Quantum  Books 

PH:  617-494-5042 
FAX:  617-577-7282 

Wordsworth  at  Harvard 
Square 

PH:  617-354-5201 

Westborough,  MA 
Open  Book 

PH:  508-366-8448 

Worcester,  MA 
Tatnuck  Bookseller  &  Sons 

PH:  508-756-7644 
FAX:  508-756-9425 


MICHIGAN  

Ann  Arbor,  Ml 
Ulrich's  Bookstore 

PH:  313-662-3201 
FAX:  313-652-7859 

East  Lansing,  Ml 
Jocundry's  Books 

PH:  517-332-0856 
FAX:  517-332-3915 

MSU  Bookstore 

PH  517-353-3450 
FAX  517-353-9827 

Flint,  Ml 
Young  &  Welshams 
Booksellers 

PH:  313-732-0620 
800-366-8290 


MINNESOTA 

Minneapolis,  MN 
Baxter's  Book 

PH:  612-339-4922 


MISSOURI  

St  Louis,  MO 
Washington  University 
Bookstore 

PH:  314-935-5696 


(continued  after  advertisement  on  next  page) 


THE  BOTTOM  UNE 

OF  BUSINESS 
PRODUCTIVITY. 

Computer  Books  from  Osborne/McGraw-Hill 


2-3'  Release  2.3:  The 
umplete  Reference 

I  Mary  Campbell 

1  outstanding,  compretien- 
ve  reference  listing  every 
)tus  1-2-3  command, 
ature,  and  function  Written 
/  internationally  renowned 
)tus  expert  Mary  Campbell 
overs  Releases  2.01, 2.2,  & 
3 

27.95,  A  Quality 
aperback.  898  pp. 
,BN  0-07-881733-1 


Windows  3.1  Made 
Easy 

by  Tom  Stieldon 

Discover  everyttiing  you 
need  to  get  up  and  running 
witfi  the  newest  version  ot 
Windows  Ttiis  clearly- 
written  guide  IS  loaded  wilti 
stiort  examples,  screen 
Illustrations,  and  plenty  of 
insights  for  beginning  users 

$19.95,  A  Quality 
Paperback,  480  pp 
ISBI^  0-07-881725-0 


Harvard  Graphics"  3: 
The  Complete 
Reference 

by  Cary  Jensen  and  Loy 
Anderson 

A  highly  acclaimed  resource 
that  provides  detailed 
explanations  of  every 
Harvard  Graphics  3  feature 
Learn  to  create  effective 
presentations  with  the 
enhanced  drawing  tools. 
Great  tor  every  user. 

$29.95  A  Quality 
Paperback,  672  pp 
ISBN  0-07-881749-8 


1  1-2-3  £ 

Hanard 

K  Release  2.3  B 
■  -fc  

Graphics  3 

B  CcHnxisRifiiLvz  ^BS 

1  t 

Productivity  Is  Only  A  Page  Away, 
iin  1 1  Osborne  McGraw-Hill 


WordPerfect  for 
Windows  :  The 
Complete  Reference 

by  Steve  Dyson,  Daniel  J 
Fingerman,  and  Stephen 
Cobb 

Provides  simple  tutorials  to 
get  up  and  running  fast, 
followed  by  an  extensive 
listing  of  commands, 
keystrokes,  and  features, 
plus  tips  on  desktop 
publishing  and  printing 
contigurations  for  all  users 

$29.95,  A  Quality 
Paperback,  763  pp 
ISBN  0-07-881018-3 


Microsoft  Word  5.5 
Made  Easy 

by  Paul  Hoffman 

Become  a  savvy  Word  5  5 
user  in  practically  no  time 
with  Hoffman's  step-by-step 
instructions  Packed  with 
hands-on  exercises  and 
useful  examples  that  give 
beginners  new  skills  and 
confidence 

$19.95  A  Quality 
Paperback,  354  pp 
ISBN  0-07-881714-5 


WimlPerfpft 
forWimlimt      -  * 

..fc   


f-  •»  '»  iS 


Copytighl « 1992  McGraw-Hill,  Inc. 


*a  (see  advertisement  on  previous  page) 


MISSISSIPPI 


OHIO 


Mississippi  state,  MS 
Mississippi  State  Univ. 
Boolcstore 

PH  601-325-2247 


MONTANA 


Bozeman,  MT 
MSU  Bool(Store 

PH  406-994-2811 


NEW  HAMPSHIRE 


Hanover,  NH 
Dartmouth  Booltstore 

PH  800-462-9009  (NH) 
800-624-8800  (USA) 

Salem,  NH 
Lauriat's  at  Rocltingtiam 
Parl(  Mall 

PH:  603-893-1266 

South  Nashua,  NH 
Lauriat's  at  Pheasant  Lane 
Mall 

PH  603-891-1520 


NEW  JERSEY  

HIghtstown,  NJ 
McGraw-Hill  Bookstore 

PH  609-426-5750 


NEW  YORK  

New  York,  NY 
Barnes  &  Noble  Bookstore 

105  5th  Ave 

McGraw-Hill  Bookstore 

1221  Ave.  of  Americas 
PH;  212-512-4100 

Mt.  Sinai  Medical  Bookstore 

100th  St  &  5th  Ave 
PH  212-241-2665 

NYU  Book  Center 

18  Washington  PI 
PH:  212-998-4657 

Papyrus  Books 

2915  Broadvi/ay 
PH  212-222-3350 

S  U.N.Y.  Stonybrook 
Bookstore 

PH  516-632-6614 

Tower  Books 

183  Lafayette 
PH:  212-228-5100 


Beachwood,  OH 
Booksellers 

PH  216-831-5035 

Chagrin  Falls,  OH 
Inside  Story 

PH  216-543-8168 

Cincinnati,  OH 
OuBois  Bookstore 

PH  513-321-4000 

Microcenter 

PH  513-782-8500 

Univ.  of  Cincinnati  Bookstore 

PH  513-556-1292 

Cleveland,  OH 
Case  Western  Reserve  Univ. 
Bookstore 

PH  216-368-2650 

Cleveland  State  Univ. 
Bookstore 

PH:  216-861-6464 

L.D.I.  Computer  Superstore 

PH  216-439-7733 
FAX  216-439-5922 

Microcenter 

PH  216-449-7015 

Columbus,  OH 
Business  Books,  Inc. 

PH  614-848-3232 

Long's  College  Bookstore 

PH  614-294-4674 

Microcenter 

PH  614-481-4427 
FAX  614-481-4439 

Ohio  State  Univ.  Bookstore 

PH  614-292-2991 
FAX  614-292-8983 

Dayton,  OH 
Books  &  Co. 

PH  513-298-6540 

Sinclair  Community  College 
Bookstore 

PH:  513-226-2506 

Wilkies 

PH:  513-223-2541 

Wright  State  Univ  Bookstore 

PH  513-873-2875 

S,  Dayton,  OH 
Wilkies 

PH  513-434-8821 


Fairborn,  OH 
Wilkies 

PH:  513-429-1677 

Hudson,  OH  ' 
Adamy  Books 

PH  216-653-2665 

Kent,  OH 
Kent  State  Univ.  Bookstore 

PH  216-672-2762 

Mayfield  Heights,  OH 
Software  City 

PH  216-473-8124 

N  Olmsted,  OH 
Software  City 

PH:  216-734-5018 

Upgrade  Computer  Supra 
Store 

PH  216-734-4755 

Rocky  River,  OH 
Booksellers 

PH  216-333-7828 

Toledo,  OH 
Leo's  Book  &  Wine  Shop 

PH  419-255-5506 

Westerville,  OH 
Microcenter 

PH  614-794-4400 

Youngstow/n,  OH 
Youngstown  State  Univ. 
Bookstore 

PH  216-742-3588 
FAX  216-742-3145 


OREGON  

Beaverton,  OR 
Powell's  Bookstore 

PH  503-643-3131 

Corvalhs,  OR 
Oregon  State  Univ.  Bookstore 

PH  503-737-4323 

Eugene,  OR 
University  of  Oregon 
Bookstore 

PH:  503-346-4331 

Portland,  OR 
Portland  State  Bookstore 

PH  503-226-2631 

Powell's  Technical  Books 

PH  503-228-1108 
800-225-6911 


RHODE  ISLAND 


Providence,  Rl 
Brown  University  Bookstore 

PH  401-863-3168 


TENNESSEE 


Knoxville,  TN 
Campus  Bookstore 

PH:  615-525-7336 

Davis-Kidd  Booksellers.  Inc. 

PH  615-690-0136 

University  Book  &  Supply 
Store 

PH:  615-974-1054 

Memphis,  TN 
Davis-Kidd  Booksellers,  Inc. 

PH  901-683-9801 

Memphis  State  Univ. 
Bookstore 

PH  901-678-2011 

Nashville,  TN 
Davis-Kidd  Booksellers,  Inc. 

PH  615-385-2645 

Professional  Booksellers 

PH  615-383-0044 

Tower  Books 

PH  615-327-8085 

Vanderbilt  Univ.  Bookstore 

PH  615-322-2994 


TEXAS  

Arlington,  TX 
University  Bookstore 

PH  817-273-2785 

Austin,  TX 
University  Co-operative 
Society 

PH  512-476-7211 

Dallas,  TX 
Majors  Scientific  Books 

PH  214-631-4478 

PRNT  Bookstore 

PH  214-746-3625 

Taylor's  Bookstore 

201  North  Field  St 
PH  214-744-5500 


Dallas,  TX  (cont ) 
Taylor's  Technical  Bookstore 

5455  Belthne  Rd. 
PH:  214-239-TECH 

Denton,  TX 
University  Bookstore 

PH  817-565-2592 

Houston,  TX 
Brown  Book  Shop 

PH  713-652-3937 
FAX:  713-652-1914 

Majors  Scientific  Books 

PH  713-522-1361 
800-221-9697 


WASHINGTON 


Bellevue,  WA 
Tower  Books 

PH  206  451-1110 

University  Bookstore 

PH  206-646-6600 

Seattle,  WA 
Tower  Books 

PH  206-283-6333 

University  Bookstore 

PH  206-634-3400 


WEST  VIRGINIA 


Charleston,  WV 
Computers  Plus 

PH  304-342-4848 

Morgantow/n,  WV 
West  Virginia  State  Univ. 
Bookstore 

PH:  304-293-4870 


WISCONSIN  

Madison,  Wl 
The  University  Bookstore 

PH  608-257-3784 

Milwaukee,  Wl 
Harry  W,  Schwartz  Bookshop 

PH  414-274-6406 
800-552-7323 
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.  The  old  Jaguar  had  been  ham- 
1  by  acrimonious  management- 
■  relations  and  by  restrictive 
n  practices.  When  workers 
led  their  daily  quotas,  for  exam- 
;hey  just  stopped  work.  All  that 
swept  away  in  a  contract  signed 
te  1990.  "Our  members  have  a 

realization  that  they  are  the 
(any,  that  customer  satisfaction 
s  inside  the  factory,"  says  Chris 
3II,  a  union  leader, 
anslating  the  factory  gains  into 
>ales  is  another  matter.  In  the 
,  where  Jaguar  sells  about  407f 
;  output,  competition  is  coming 

a  revitalized  Detroit  and  new 
nese  luxury  marques.  Lexus, 
ta  Motor's  luxury  brand,  sold 

than  four  times  as  many  cars 
iguar  in  the  U.  S.  last  year.  In- 

Scheele  says,  Lexus  is  now  "the 
competition." 

anks  to  improved  quality.  Jaguar  is 
y  able  to  enter  the  fast-growing 
ig  business.  For  years,  resale  value 
Jag  was  much  lower  than  on  a 
larable  Mercedes-Benz.  So  if  Jaguar 
hed  Mercedes'  per-month  price  on  a 
,  it  would  be  stuck  with  a  car  worth 
1  less  than  a  comparable  Mercedes 
e  end  of  the  lease.  But  Jaguar  is 
so  confident  that  its  new  cars  will 
their  value  that  it  started  offering 
s  last  year.  Leasing  now  accounts 
quarter  of  its  U.  S.  business. 
APPEAL.'  Scheele  forecasts  a  re- 
d  in  [production  this  year  to  27,500, 
rom  just  23,000  last  year — but  far 
;  of  the  record  49,000  cars  Jag  pro- 
i  in  1987.  Still,  even  the  reduced 
{even  point  is  about  35,000,  which 
.ar  executives  admit  won't  be 
led  until  1994  at  the  earliest.  But 
rucial  test  will  be  the  rollout  of  the 
models.  "This  company  has  never, 
launched  anything  on  time,"  says 
len.  The  only  new  model  introduced 
e  last  decade  was 
06,  he  adds,  "and 
was  late  and  badly 
."  With  three  mod- 
mches  timed  inside 
ears,  the  potential 
rouble  is  huge, 
'spite  Jaguar's 
lems,  some  ana- 
think  Ford's  in- 
nent  may  pay  off. 
:uar  has  a  mys- 
,  a  certain  sex  ap- 
"  says  Christopher 
'edergren,  a  senior 
^resident  at  Auto- 
'ic  Inc.,  a  California 
iltant.  "A  lot  ol 
rs  would  like  to 
a  Jag  but  have 


HEADING  AN  AMBITIOUS  NEW-CAR  PROGRAM 


been  reticent  because  of  doubts  about 
their  reliability."  If  that  can  be  taken 
care  of,  he  adds,  "I'm  optimistic."  Now 
all  Scheele  has  to  do  is  turn  that  dream 
into  reality. 

By  Mark  Marcmouf  in  London,  with 
Thane  Peterson  and  Lori  Bongioriio  in 
New  York 


SAAB:  HALFWAY 
THROUGH  A  U-TURH 


W! 


'hen  David  J.  Herman  walked 
into  Saab's  Trollhattan  plant 
two  years  ago,  he  admits  that 
he  was  "shocked."  His  bosses  at  General 
Motors  had  ponied  up  $600  million  for 
half  of  the  Swedish  luxury-car  maker 
and  parachuted  him  in  as  chief  execu- 
tive. He  found  Saab  was  taking  100 
hours  to  build  a  car,  labor  turnover  was 
a  monstrous  25'/'  a  year,  blue-collar  ab- 
senteeism was  a  worrying  12%  to  13% 
per  day,  and  the  company  had  lost  $300 
million  in  1989. 
GM  had  just  been  outbid  by  Ford  for 


lES 


Britain's  Jaguar.  And  to  some  crit- 
ics, it  looked  as  though  GM  was  rush- 
ing to  purchase  a  pig  in  a  poke  when 
it  outbid  Italy's  Fiat  and  others  to 
win  the  stake  in  Saab  in  December, 
1989.  These  days,  however,  Herman 
has  a  good  shot  at  bringing  home 
the  bacon. 

FUZZY  IMAGE.  Thanks  to  Herman's 
trimming,  Saab  can  now  make  mon- 
ey producing  just  100,000  cars  a 
year,  vs.  the  200,000  needed  in  1989. 
Labor  turnover  is  down  to  7%,  ab- 
.senteeism  has  been  halved,  and  it 
now  takes  50  to  60  hours  to  make  a 
car.  Such  moves  slashed  Saab's  pre- 
tax losses  from  $770  million  in  1990 
to  $370  million  last  year,  when  it  sold 
S7,500  cars.  But  the  company  is  still 
forecasting  losses  in  the  $80  million 
to  $160  million  range  this  year. 
Moving  into  the  black  will  be  tough  as 
long  as  Saab's  three  biggest  markets — 
the  U.  S.,  Sweden,  and  Britain — remain 
mired  in  recession.  Even  the  greenback 
is  working  against  Saab.  Back  in  its  glo- 
ry days  of  1987,  when  Saab  sold  47,000 
cars  in  the  U.  S.,  a  dollar  bought  more 
than  nine  Swedish  crowns.  Today  it  buys 
just  six  crowns — equivalent  to  a  50% 
U.  S.  sticker-price  hike  in  five  years.  All 
the  same,  Saab  is  aiming  to  sell  30,000 
autos  in  the  U.  S.  this  year,  up  from 
26,000  in  1991. 

But  critics  say  that  Saab  lacks  a  clear- 
cut  image  of  quality  or  sportiness  and 
urgently  needs  to  roll  out  new  products. 
A  replacement  for  the  20-year-old  Saab 
900  series  is  set  for  late  1993,  according 
to  industry  sources.  That  will  be  fol- 
lowed by  a  successor  to  the  9000  series 
and  a  new  top-of-the-line  car  aimed  at 
segments  now  dominated  by  Germany's 
BMW  and  Mercedes-Benz.  Saab  won't 
spell  out  the  capital  outlays  involved  in 
the  rollouts,  although  they  are  a  strain 
on  its  resources. 

By  Herman's  own  reckoning,  Saab 
needs  to  make  a  car  in 
no  more  than  40  hours 
to  compete  with  the  Eu- 
ropeans. With  Japanese 
makers  muscling  into 
Europe,  that  may  be 
the  bare  minimum. 
Even  so,  says  Karl 
Ludvigsen,  chairman  of 
London-based  consul- 
tants Ludvigsen  Asso- 
ciates Ltd.,  "for  the 
money,  GM  acquired  a 
valuable  property."  It 
could  turn  out  to  be  a 
better  buy  than  Jaguar, 
not  just  a  consolation 
prize. 

By  John  Templeman 
in  Bonn 


APRIL  27,  1992  121 


1^ 


ersonai  Business 


iter  a  ]^ 


Tear, 
ite  the 
asm 
erly  rec 
aDge  E 
•biisins 

thtocov 
it  call, 
itiy  Jam 


EDITED  BY  AMY  DUNKIN 


Financial  Planning 


BEAN  COUNTERS 

OF  THE  RICH  AND  FAMOUS 


The  very  rich  have  differ- 
ent accountants  from 
you  and  me.  Naturally, 
wealthy  people  are  concerned 
about  sheltering  income,  mini- 
mizing capital-gains  taxes, 
and  maximizing  allowable  de- 
ductions. But  they  face  issues 
that  ordinary  wage  slaves 
don't — and  they  have  more  to 
lose  from  poor  tax  planning. 

That's  where  the  super-CPA 
comes  in.  Instead  of  plugging 
numbers  into  a  computerized 
1040  once  a  year,  accountants 
of  the  rich  and  famous  can 
spend  hundreds  of  hours  help- 
ing their  clients  manage  in- 
vestments, save  for  retire- 
ment, organize  trust  funds, 
and  draw  up  wills.  "At  this 
level,"  says  William  Brennan, 
head  of  Ernst  &  Young's  Per- 
sonal Financial  Practice  in 
Washington,  "income  tax 
planning,  investment  and 
compensation  planning,  and 
estate  planning  all  go  hand  in 
hand."  Often,  the  accountimt 
consults  regularly  with  a  cli- 
ent's lawyer  and  portfolio 
manager  or  broker,  monitor- 
ing the  total  financial  picture 
on  an  ongoing  basis. 

COMPLICATED    FUNDS.  Who 

needs  this  kind  of  (juarter- 
backing?  It's  less  a  matter  of 
how  much  money  you  earn 
than  of  how  you  earn  it.  "If 
someone's  making  a  hundred 
million  a  year  all  in  a  pay- 
check, his  tax  situation  isn't 
that  different  from  yours  or 
mine,"  says  Jeffrey  Lub- 
chanksy,  a  New  York  City  ce- 
lebrity CPA  whose  clients  have 
included  Paul  Anka  and  Bill 
Murray. 

The  real  challenges  come 
when  people  derive  their 
wealth  from  a  variety  of 
sources  and  on  an  irregular 
basis.  Business  owners  and 
the  self-employed,  highly  com- 
pensated CF.os,  heirs  to  a  fam- 
ily fortune,  and  entertainers 


are  more  likely  to  need  a  su- 
per-CPA than  physicians  or 
lawyers  who,  even  when  rich, 
have  more  predictable  income 
streams.  Unlike  money  man- 
agers, multipurpose  accoun- 
tants don't  set  minimums  for 
their  clients:  The  complexity 
of  your  finances,  more  than 
their  sum,  should  determine 
whether  you  need  extra  help. 
In   almost  all   cases,  the 


wealthy  find  their  accoun- 
tants through  personal  refer- 
rals. They  often  take  their 
business  to  medium-size,  re- 
gional accounting  firms  (ta- 
ble). The  Big  Six  have  also 
created  special  financial  plan- 
ning departments  for  high- 
net-worth  clients.  Despite 
their  size  and  decentraliza- 
tion, the  big  firms  try  hard  to 
develop  personal  relationships 


with  their  wealthy  customei 

The  fees  for  such  financ  Jii'Sc 
intimacy  are  all  over  the  m£ " 
Some  celebrities  and  athlet 
pay  their  business  manager  * 
fixed  percentage  of  annual 
come  for  services  that  inclu 
tax  planning.  CPAs  genera'  I 
bill  on  an  hourly  basis.  B 
hourly  fees  can  range  fro 
$50  to  $350,  even  within  tft 
same   firm,  depending 
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ther  a  junior  partner  or 
head  honcho  takes  your 
.  When  a  cHent  needs  reg- 
consultations  throughout 
year,  most  firms  will 
slate  their  hourly  rates 
an  estimated  monthly  or 
•terly  retainer.  Here,  too, 
range  is  stupendous.  A 
11-business  owner  might 
just  a  few  dollars  a 
th  to  cover  the  occasional 
tie  call,  while  a  large, 
Ithy  family  can  pay  up  to 
X)  a  month  for  year-round 
ncial  planning. 
«PY   SHELTERS.    If  that 

ids  steep,  consider  the  su- 
"PA's  juggling  act.  For 
thing,  high-income  people 
more  likely  to  be  subject 
he  alternative  minimum 
the  flat  24%  federal  levy 
kicks  in  when  Uncle  Sam 
ies  that  deductions  or  de- 
lation reduce  his  take  un- 
onably.  Says  Larry 
linfeld,  a  partner  in  KPMG 
,  Marwick's  Personal  Fi- 
lial Planning  group: 
u're  always  trying  to 
age  the  client's  affairs  to 
h  the  breakeven  point — 
re  the  regular  tax  and  the 
are  equal — because  you 
the  higher  of  the  two." 
lycee  Krysty,  director  of 
onal  financial  planning  at 
s  Adams  in  Seattle,  calls 
KMT  "the  black  hole  of  tax 
ning  for  high-net-worth 
nduals."  Now  that  many 
shelters  have  been  torn 
n  and  such  deductions  as 
ive  losses  have  been  elim- 
id,  income  shifting  and 
prepayment  are  among 
few  ways  left  to  avoid 
black  hole.  For  example, 
choice  between  buying  a 
ficate  of  deposit  and  a 
isury  bill  is  the  difference 
reen  current  and  deferred 
me:  The  T-bill  doesn't  pay 
interest  until  it  matures, 
milarly,  people  with  large 
seas  investments  who  get 
ificant  foreign  tax  credits 
structure  their  portfolios 
laximize  those  credits  in 
years  they're  needed 
t.  Real  estate  investors 
get  deductions  by  prepay- 
real  estate  taxes,  and  in 
nd  gas,  you  get  a  current- 
deduction  if  you  drill  be- 
Dec.  31.  Advising  clients 
/hen  to  make  such  moves 


is  part  of  the  super-CPA's  job. 

For  executives,  an  accoun- 
tant will  help  work  out  a  de- 
ferred-compensation plan  and 
advise  clients  on  when  they 
should  take  their  bonuses  or 
exercise  stock  options.  Says 
Thomas  Ross  Jr.,  who  heads 
Coopers  &  Lybrand's  Person- 
al Financial  Services  Practice 
in  Parsippany,  N.  J.:  "We  ana- 


says  that  for 
people  with 
fluctuating  in 
comes,  "it  may  be 
more  cost-effective 
just  to  pay  the  penalty 
than  to  do  t<ix  planning  four 
times  a  year."  Accounting  in- 
dustry groups  are  lobbying 
Congress  to  change  the  night- 
marish new  requirement. 


SOME  super-CPAs 


The  Big  Six  accounting  firms  all  have  departments  serving 
high-net-worth  clients.  But  many  v^ealthy  people  use  small- 
er, regional  firms,  usually  recommended  by  word  of  mouth. 
Here's  a  select  list  of  full-service,  midsize  accounting  firms  that 
provide  tax  compliance,  financial  advice,  and  estate  planning 
for  upper-income  individuals  and  business  owners.  Fees  are  all 
over  the  map,  depending  upon  the  complexity  of  your  financial 
needs  and  the  seniority  of  the  partner 

Firm  Headquarters 


Fees 


ALTSCHULER,  MELVOIN 
&  GLASSER 

Chicago 

$50-$200/hr. 

CLARFELD  &  CO. 

New  York 

$100-$300/hr. 

CROWE  CHIZEK 

South  Bend,  Ind. 

$40-$130/hr. 

EIDE  HELMEKE 

Fargo,  N.D. 

$75-$150/hr. 

GOLDSTEIN,  GOLUB,  KESSLER 

New  York  3 

>l,000-$30,000/yr. 

GUMBINER,  SAVEH, 
FRIEDMAN  &  ROSE 

Santa  Monica, 
Calif.  i 

>l,250-$12,000/yr. 

KRAFT  BROS.,  ESSTMAN, 
PAHON  &  HARRELL 

Nashville 

$60-$250/hr. 

MOSS  ADAMS 

Seattle 

$50-$200/hr. 

DATA:  ACCOUNTING  TODAY.  BW 

lyze  the  investment  aspects  of 
a  company's  stock  option  plan 
and  combine  it  with  tax  goals. 
It's  a  complicated  process." 

The  new  rules  on  estimated 
quarterly  tax  payments  have 
complicated  the  super-CPA's 
task  further.  Formerly,  the 


These  CPAs  oversee 
all  financial  aspects 
of  a  client's  estate 


self-employed  could  pay  100% 
of  the  prior  year's  income  tax 
or  90%  of  projected  current 
taxes,  whichever  was  lower. 
Now,  if  income  rises  more 
than  $40,000,  most  such  tax- 
payers must  guess  current 
taxes  and  fork  over  at  least 
90%.  Moss  Adams'  Krysty 


Accountants  won't  help  you 
pick  stocks,  but  they  do  give 
asset-allocation  advice  with  an 
eye  to  tax  consequences. 
Stanley  Breitbard,  Price  Wa- 
terhouse's  national  director  of 
personal  financial  services, 
says  that  his  division  will  help 
structure  investment  portfo- 
lios based  on  a  client's  risk 
tolerance  and  age.  Most  su- 
per-CPAs  will  help  decide,  for 
example,  what  percentage  of 
assets  should  be  in  fixed-in- 
come vehicles  and  then  help 
choose  between  tax-exempt 
and  taxable,  government  and 
corporate  instruments. 
SERIOUS  BITE.  Estate  planning 
is  another  area  where  the 
wealthy  need  special  help. 
With  income  taxes  relatively 
low,  the  55%  federal  estate 
tax  is  "the  biggest  tax  in 
town,"  says  Peat  Marwick's 
Scheinfeld — and  it  applies  to 


any  bequest  over  $600,000. 
State  and  local  taxes  can 
boost  the  bite  to  65%>  in  some 
areas.  A  super-CPA  works 
with  lawyers  in  advising  cli- 
ents on  which  assets  to  put  in 
trust,  how  much  life  insur- 
ance to  buy  to  help  cover  es- 
tate taxes,  and  how  much 
charitable  giving  will  help  off- 
set the  government's  take. 

For  a  wealthy  extended 
family,  estate  planning  alone 
can  be  a  full-time  job.  Says 
Wally  Head,  director  of  Ar- 
thur Andersen's  Personal  Fi- 
nancial Planning  Practice: 
"We'll  be  sure  there's  a  well- 
documented  understanding  of 
how  individual  plans  fit  to- 
gether for  the  whole  family." 
He  cites  a  three-generation 
family  in  Chicago  that  files 
1,000  tax  forms  every  year. 

Because  accountants  don't 
take  commissions,  their  role 
as  all-around  financial  plan- 
ners is  quietly  growing.  If 
you  think  you're  in  the  mar- 
ket for  a  super-CPA,  shop 
carefully.  Commercial  prepar- 
ers, who  are  not  regulated  by 
state  or  federal  authorities, 
are  rarely  qualified  to  take  on 
the  taxes  of  the  very  wealthy. 
Some  "enrolled  agents,"  who 
must  pass  an  IRS  exam,  can 
do  a  creditable  job.  In  gener- 
al, however,  you  will  want  a 
certified  public  accountant. 
And  find  a  firm  with  which 
you'll  feel  comfortable  in  a 
long-term  relationship:  For 
the  super-CPA,  every  day  is 
Apr.  15.  Joan  Warner 
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Health 


BEYOND  LIVING 
WILLS:  HEALTH 
CARE  PROXIES 


y  signing  a  living  w^ill, 
many  people  have  ex- 
pressed their  desire  to 
refuse  life-support  measures 
in  the  event  of  an  irreversible 
coma  or  terminal  disease.  But 
what  happens  if  illness  ren- 
ders you  incapable  of  making 
other  decisions  about  your 
care?  Much  as  a  power  of  at- 
torney lets  you  name  a  person 
to  handle  your  financial  af- 
fairs if  you  become  incapaci- 
tated, a  health  care  proxy  lets 
you  appoint  someone  to  make 
medical  decisions  for  you. 

In  just  the  last  few  years, 
health  care  proxies  have  been 
declared  valid  in  43  states,  in- 
cluding some  where  physi- 
cians may  not  follow  your 
wishes  as  expressed  in  a  liv- 
ing will.  Doctors  find  it  more 


difficult  to  disregard 
orders  from  a  rela- 
tive or  friend  armed 
with  a  health  care 
proxy.  For  example, 
a  daughter  may  de- 
termine that  her 
mother,  semicon- 
scious with  painkill- 
ers for  incurable  can- 
cer, should  not  have 
to  undergo  additional 
surgery.  Or  a  doctor 
may  be  told  that  an 
aged  father,  senile 
from  Alzheimer's 
and  bedridden  with 
kidney  failure,  would 
prefer  treatment 
with  an  experimental 
drug  rather  than  di- 
alysis. Appointing 
one  person  to  make  such  deci- 
sions saves  time  in  emergen- 
cies and  avoids  family  squab- 
bles or  confusion  over  what 
should  be  done. 
ONE-PAGE  FORM.  As  with  a 
living  will,  a  health  care  proxy 
should  be  drawn  up  well  be- 
fore it's  needed.  You  can  pre- 
pare one  on  a  simple  one-page 
form  without  a  lawyer.  Forms 


are  available  from  most  state 
health  departments  or  from 
Choice  in  Dying,  250  W.  57th 
St.,  New  York,  N.  Y.  10107. 

You  merely  identify  one 
person  who  has  the  power  to 
make  decisions  "for  me  when 
and  if  I  become  unable  to 
make  my  own."  The  docu- 
ment can  remain  in  effect  in- 
definitely or  expire  at  a  time 


determined  by  y 
beforehand.  For  i 
stance,  if  your  brot 
er  is  made  prox 
you  might  end  \ 
power  when  your  S( 
or  daughter  is  m 
ture  enough  to  tal 
over.  A  recent  stuc 
by  a  Purdue  Univ( 
sity  psychologis 
Victor  Cicirelli,  foui 
that  "usually  the  ( 
derly  want  their  c 
dren  to  help  the| 
make  decisions, 
want  to  turn  over 
cision-making 
their  children  alt| 
gether." 

Be  sure  to  appoi 
an  alternate  proxy 
case  your  first  choice  ca 
serve.  And  before  nami 
anyone,  discuss  with  the 
your  thoughts  on  such  topi 
as  transfusions,  shock  the 
py,  and  abortion,  as  well 
artificial  nutrition  and  hydrl 
tion.  Two  witnesses — not  ij 
eluding  your  proxy  or  alte 
nate — should  sign  the  fori 
when  you  do.         Don  Dura 


I 


nvestors  who  want  to  own 
stocks  but  don't  like  pay- 
ing brokers'  commissions  can 
have  the  best  of  both  worlds. 
About  two  dozen  companies 
permit  the  public  to  buy 
stock  directly  from  the  cor- 
poration. In  March,  Exxon 
joined  the  list  that  includes 
Procter  &  Gamble  and 
Kroger.  Hundreds  of  corpo- 
rations also  sell  stock  as  an 
offshoot  of  dividend  reinvest- 
ment plans  (DRIPS).  Typically, 
investors  with  one  share  can 
qualify.  At  that,  you  can 
avoid  brokerage  fees  by  buy- 
ing that  first  share  via 
an  investment  club. 
SECRETS.  Stock-purchase 
programs  have  been 
well-kept  secrets  be- 
cause brokers  have  lit- 
tle incentive  to  promote 
them.  One  useful  source 
of  companies  that  sell 
stock  directly  or 
through  DRIPS  is  Buy- 
ing Stocks  Without  a 
Broker  by  Charles 
B.  Carlson  ($16.95, 
McGraw-Hill). 
But  before  sending  a 


Smart  Money 

ELIMIHATIHG  THE  MIDDLEMAN 
—YOUR  BROKER 


check,  verify  that  the  pro- 
gram still  exists.  "They  come 
and  go,"  says  Sumie  Kino- 
shita,  editor  of  Evergreen 
Enterprises,  a  publisher  of 
directories  that  tracks  DRlPs. 
Also  make  sure  the  program 
is  offered  in  your  area.  Cen- 
tral Vermont  Public  Service, 


COMPANIES  SELLING 
STOCK  DIRECTLY 


Company 

Initial  investment/ 

maximum  purchase 

EXXON 

$250/$8,000  per  month 

PROQER 

One  share/ 

&  GAMBLE 

$120,000  per  year 

W.R.  GRACE 

$50/$  100,000  per  year 

DUKE  POWER 

$25/$6,000  per  quarter* 

CITIZENS 

$10/none 

FIRST  BANCORP 

*Customers  only 

DATA:  BW 

for  example,  sells  shares  in 
only  22  states. 

Investors  must  make  a 
minimum  investment,  which 
varies  with  the  company. 
The  plans  differ  in  terms  of 
the  size  of  new  investments 
and  how  often  they  can  be 
made.  It  can  be  every  quar- 
ter— or  every  week.  Ex- 
xon and  Centerior  Ener- 
gy even  let  investors  set 
up  Individual  Retire- 
ment Accounts  that  buy 
their  stock. 

The  National  Associa- 
tion of  Investors  Corp. 
(P.O.  Box  220,  Royal 
Oak,  Mich.,  48067)  helps 
members  buy  stock 
through  dividend-rein- 
vestment plans  without 
going  through  a  broker 
for  the  initial  shares. 
Members,  who  pay  $32 


annual  dues,  can  pick  from 
among  90  companies  thai 
have  agreed  to  let  NAIC  sel 
shares  directly.  Members 
pay  $5  for  each  company 
plan  they  enter.  A  broker 
would  charge  about  $35, 
says  NAIC  Chairman  Thomas 
O'Hara.  The  Moneypaper 
(1010  Mamaroneck  Ave.,  Ma 
maroneck,  N.  Y.  10543)  help: 
subscribers  buy  the  initia 
shares  of  some  400  compa 
nies  for  a  $15  or  $20  fee 
Subscribers  pay  $72  a  year. 

The  disadvantage  to  stock 
purchase  plans  is  that  you 
can't  buy  and  sell  shares 
whenever  you  want.  Most 
companies  invest  sharehold- 
ers' money  only  once  a 
month.  The  same  schedule 
usually  applies  for  selling. 

Given  the  trading  limits, 
stock-purchase  programs  are 
best  for  small,  long-term  in 
vestors.  Of  course,  just  be- 
cause a  stock  is  available 
without  a  broker  doesn't 
mean  that  it's  worth  owning. 
You  still  have  to  do  your 
homework  before  jumping 
in.  Michele  Galen 
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ITH  AS  LITTLE 


AS  THREE  OVERSEAS 


CALLS  A  MONTH, 


MIKE  MACINA 


JUST  SIGNED  UP  FOR 


AT&T'S  NEW 


INTERNATIONAL 


SAVINGS  PLAN. 


10 


T&T  INTRODUCES  THE  INTERNATIONAL  BUSINESS 
LTERNATIVE,  A  SAVINGS  PLAN  THAT'S  SPECIFICALLY 
•ESIGNED  FOR  SMALL  BUSINESS.  Theres  no  other 
verseas  calling  plan  like  it.  With  the  AT&T  International 
usiness  Alternative,  businesses  that  make  as  little  as  three 
iternational  calls  a  month  will  get  the  kind  of  tliscounts 
igger  companies  get.  That  means  even  start-up  companies  like 
like  Macina  Inc.  can  enjoy  savings  of  up  lo  10%  whenever  they 
ash  off  faxes  or  make  quick  calls  around  the  world.  So  they 
in  make  more  of  the  kinds  of  calls  needed  to  secure  orders 


and  solidify  overseas  business  relationships.  The  plan  also  lets 
you  save  when  you  call  the  most:  during  your  business  hours. 
And  includes  just  two  calling  periods:  prime  and  non-prime. 

We're  so  sure  this  new  alternative  stacks  up  against 
anything  the  competition  has  to  offer,  we  invite  you  to  call 
1  800  222-0900,  ext.  2756  now  and  discover  just  how 
your  business  can  start  saving 
on  overseas  calls  today'  The  new 
International  Business  Alternative. 
A  World  of  Help "  from  AT&T. 


AT&T 


lonthly  charges  will  apply  IBA  includes  your  ^ub^cTipl]on  to  applicable  Small  Bu-sincv.  Opuuns  Plan 
r  domestic  and  micrnational  calling  Pending  tariff  effectiveness.    ©  1992  AT&T 


Collecting 

TIMEKEEPERS 
THAT  IMPROVE 
WITH  AGE 


As  collectibles  go,  old 
clocks  are  more  than 
superb  examples  of 
the  decorative  arts.  They're 
windows  into  social  and  tech- 
nological history.  With  big 
clock  and  watch  auctions  com- 
ing up  in  New  York  at  Chris- 
tie's on  Apr.  27  and  Sotheby's 
on  June  15,  now  is  the  time  to 
learn  more  about  these  fasci- 
nating objects. 

We  take  clocks  for  granted 
today.  But  in  the  great  age  of 
clockmaking,  from  the  mid- 
17th  through  the  19th  centu- 
ries, they  were  symbols  of 
wealth,  status,  and  education. 
"Our  perspectives  have 
changed  so  much,"  says  Jona- 
than Snellenburg,  an  expert 
at  Christie's.  "In  the  18th  cen- 


VTH  CENTURY 
.ONGCASE 


tury,  only  the  very 
wealthy  could  afford 
or  even  understand  a 
clock." 

For  a  connoisseur 
such  as  Snellenburg, 
antique  clocks  are 
time  capsules  of  the 
Industrial  Revolu- 
tion. British  clock- 
making  hit  its  zenith 
in  the  17th  and  18th 
centuries  just  as  En- 
gland was  gearing 
up  to  dominate  world  manu- 
facturing. American  clock- 
makers  imported  British 
movements  until  the  early 
19th  century,  when  Eli  Terry 
and  others  began  mass-pro- 
ducing gears  in  Connecticut. 
By  mid-century,  the  American 
industry  had  made  such 
strides  that  it  was  exporting 
to  Europe.  The  Connecticut 
makers  pioneered  manufac- 
turing processes  that  paved 
the  way  for  mass-production 
of  automobiles  a  few  decades 
later. 

Some  of  the  finest  old 
clocks  available  for  purchase 
can  be  found  at  Christie's 
semiannual  sales.  Pieces  by 
such  innovators  as  British 
maker  George  Graham  and 
the  French  master  Antide 
Janvier  command  top  dollar. 
A  Thomas  Tompion  clock 
from  late  17th  century  Brit- 
ain, for  example,  sold  at 
Christie's  in  London  for  about 
$1.5  million  in  1989.  The  cre- 
ations of  famous  jewelry 
houses  such  as  Tiffany  and 
Cartier  also  do  well.  A  Cartier 
art  deco  clock  hit  the  $1.5  mil- 
lion mark  last  year  at  Chris- 
tie's in  New  York. 
CARRIAGE  TRADE.  But  you 
don't  have  to  pay  enormous 
sums  to  get  interesting 
clocks.  Even  at  the  major  auc- 
tions, worthwhile  pieces  some- 
times sell  for  under  $1,000— 
as  much  as  you  might  pay  for 
new  clocks  with  little  resale 
value.  Many  beginners  start 
with  mid-19th  to  early  20th 
century  clocks  by  American 
manufacturers  such  as  Seth 
Thomas,  Ansonia,  and  Water- 
bury.  "You  can  get  a  lot  of 
these  clocks  in  the  $200 
range,"  says  Tom  Bartels,  ex- 
ecutive director  of  the  Nation- 
al Association  of  Watch  & 
Clock  Collectors  in  Columbia, 


AN  I800s'  FRENCH 
TRAVEL  CLOCK 


Pa.  (717  684-8261). 
The  37,000-member 
organization  holds 
clock  repair  work- 
shops and  publishes 
a  bimonthly  bulletin 
listing  regional  meet- 
ings where  collectors 
can  get  friendly  ad- 
vice and  swap  clocks. 

Another  good  cate- 
gory for  neophytes 
is  carriage  clocks, 
says  Joe  Fanelli, 
owner  of  Fanelli  An- 
tique Timepieces  in 
New  York.  Large- 
scale  manufacture 
of  these  clocks  be- 
gan in  Britain  in  the 
early  19th  century. 
But  the  art  hit  its 
peak  in  France  in 
the  late  1800s.  You 
can  find  simple  ex- 
amples of  these  ear- 
ly travel  clocks  for 
$700  to  $800.  Elabo- 
rate decoration  and 
features  such  as 
grand  sonnerie 
(striking  the  quarter 
hour)  and  moon  di- 
als can  boost  prices 
to  several  thousand 
dollars.  According 
to  Fanelli,  another 
virtue  of  these 
clocks  is  that  they 
are  generally  less 
than  one  foot  high. 
"A  collection  does 
not  take  up  your 
whole  house,"  he 
says. 

Collectors  eventu- 
ally graduate  to 
more  sophisticated 
models  in  the  $5,000-and-up 
range.  The  clocks  most  likely 
to  appreciate  in  value  are  the 
cream  of  the  pieces  made  by 
masters  of  their  day.  Even 
the  best  makers  put  out  a  lot 
of  run-of-the-mill  clocks  along 
with  a  few,  elaborate  custom 
designs.  Better  clocks  tend  to 


A  REGULATOR  FROM 
HOWARD  &  DAVIS 


Worth  Noting 

■  MONEY  MUSEUM.  On  Apr.  28, 

Wall  Street's  Museum  of 
American  Financial  History 
will  move  its  exhibits  from 
the  old  Customs  House  to  its 
permanent  quarters  in  the 
Standard  Oil  building  at  24 


be  weight-  rather  than  sprin 
driven,  for  greater  accurac 
As  with  fine  watches,  the 
movements  may  be  studd( 
with  sapphires  or  other  jewe 
at  rubbing  points  to  cut  dow 
on  friction.  They  may  ali 
have  mercury-filled  pend 
lums  whose  expansion  ar 
contraction  help  keep  th 
clock  on  time  when  the  ter 
perature  changes. 

The  precision  timepiecei 
known  as  regulators,  whic 
19th  century  jewe 
ers  relied  on  to  S( 
other  clocks,  ai 
particularly  prize 
among  the  cogn< 
scenti.  So  are  casi 
less,  skeletonize 
clocks  that  maker 
created  to  show  oi 
their  skills.  Thes 
are  housed  in  glas 
domes  to  keep  oi 
the  dust. 

DIAL-SWITCHING.  A 

with  any  major  fiel 
of  collecting,  buyin 
antique  clocks  ca 
be  treacherous.  Fo 
example,  signature 
of  famous  maker 
have  often  been  adc 
ed  to  undistir 
guished  pieces  to  ir 
flate  their  worth 
Then  again,  man 
valuable  clocks  ar 
unsigned  and  ca 
only  be  identified  b; 
arcane  traits,  sue 
as  the  way  a  make 
cut  his  gears. 

Beware  of  mar 
riages — movement; 
and  cases  that  d 
not  match.  To  achieve  its  ful 
value,  a  clock  has  to  have  it 
original  case  and  movement 
Evaluating  a  movement  o 
even  judging  whether  one  i; 
missing  parts  or  needs  clean 
ing  requires  the  advice  of 
dealer  or  some  other  exper 
you  can  trust.     Stan  let/  Reet 


Broadway.  Call  212  908-4519 
■  KID  TAX  TIP.  Late  filers  car 
invariably  come  out  a  bi 
ahead  with  sepai'ate  return: 
for  children  under  14  wh( 
have  more  than  $1,100  of  199 
investment  income.  But  if  yoi 
use  a  tax  preparer,  checl 
whether  an  extra  return' 
cost  voids  any  saving. 


126  BUSINESS  WEEK/APRIl  27,  1992 


PERSONAL  BUSINE 


During  The 
Breaking  In"  Process  Of  Most  Shoes, 
Exactly  What  Gets  Broken  In? 


With  most  shoes 
"breaking  in" 
is  a  painful  process.  Your 
fragile  foot  fights  against  stiff 
construction  and  generally 
ungiving  materials 


We  start  with  our 
molded  replicas 
of  the 
human 


Not  with 
Allen-Edmonds.  Our  shoes 
are  constructed  and 
our  natural 


materials  selected,  to 
help  your  foot  fit  comfortably 
the  very  first  time  you 
wear  the  shoe. 

Men 
.3dmonds 


foot 
called  "lasts." 
Our  proprietary 
lasts  are  sculptured  to 
match  precisely  with  the  foot's 
every  contour 

r\ 

Each  Allen-Edmonds 
shoe  style  is  assigned  a 
specific  last,  then  crafted 
entirely  around  it:  The  shoe's 

leather  upper  and  lining 
are  pulled  over  the  last  tightly, 

eliminating  wrinkles 
or  bumps.  The  sole  is  attached 
firmly  to  the  bottom, 
then  worked  until  it  reflects 
each  contour  of  the  last. 
This  process  gives  the 
shoe  a  footprint. 


As  it  is  worn,  the  shoe  molds 
effortlessly  to  the  shape  of  the 

individual  foot. 
Natural  leathers 
and  real 


cork  allow 
the  foot  to  settle.  In  short,  it  is 
the  original  comfort  shoe. 


So,  instead  of  using  the  foot 
as  a  blunt  instrument  to 
pound  a  shoe  into  submission, 
Allen-Edmonds  shoes  are 
designed  to  conform  to  your 
foot.  Without  a  fight. 


American  made 
Allen-Edmonds  shoes 
are  available 
at  fine 
stores 
worldwide. 


Nordstrom      •      Patrick  James       •      Dick  Bruhn 


I       For  a  c'flto/oi;  of  our  shoes  and  where  you  am  purchase  them,  send$3.00.  Allen-Edmonds  Shoe  Corp.,  Box  998,  Dept.  261,  Port  Washiiifiton,  WI5i074  USA  \ 
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NOW 
DISAPPEARING 

AT  A 
LOCATION 
NEAR  YOU. 


These  sea  otters  were  once  on  the  brink  of 
extinction.  They  are  doing  better  now,  but 
hundreds  of  other  species  are  in  trouble. 

Since  1951,  The  Nature  Conservancy  has 
protected  millions  of  acres  of  habitat  for 
threatened  species  in  all  50  states.  And  in  a 
novel  way  — we've  bought  it. 

A  good  job  .  .  .  but  not  good  enough.  Time 
is  running  out.  Whole  species  are  vanishing 
every  day. 

So  join  us.  Write  The  Nature  Conservancy, 
Box  CD0021,  1815  N.  Lynn  Street, 
Arlington,  VA  22209.  Or  call  1-800-628-6860. 


© 


Qonservancy 


Conservation  Through  Private  Action 


Original  concept  courtesy  of  Lewis  &  Partners,  San  Francisco 
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One  saves  time.  One  saves  California. 


The  next  time  you  reach  for  a  foam  cup,  remember  this:  styrofoam  plastic  is  a 
never  breaks  down  in  a  landfill. 

Keep  reusing  glass  and  ceramic  mugs  instead.  They  don't  create  extra  gar- 
\  They  don't  litter  the  environment.  And  besides,  they're  a  lot  nicer  to  Iook  at. 
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AFewExampes 
QfWhafeBdngMade 


InMexiooTbday 


Jext( 


1': 


lot 


BRNCR  5ERFIN 


Investing  in  Mexico  is  truly  a  money-making  proposition. 

Just  -ask  a  few  of  your  competitors  who  have.  Fortime  1000        serfin  i 
companies  in  tlie  appliance,  electronic  and  automotive  industries,  to  cite  a  few  examples. 

Companies  in  tliese  and  otlier  industries  are  profiting  from  investments  in  one  of  tlie  world  s  top- 
perfonning  stock  markets.  And  from  direct  investments  in  privatizations,  low-cost  production  sharing 
plants  and  joint  ventiires. 

So  much  so,  in  fact,  that  tilmost  a  full  65  percent  of 
foreign  capitiil  invested  in  Mexico  has  come  from  coipora- 
tions  in  tlie  United  States. 

A  significant  poiidon  of  it  from  die  clients  «ifoc> 
of  Banca  Serfui.  For  iis  Mexico's  most 
experienced  international  bank,  no 
one  has  arranged  more  sales  of 
state-owned  industry.  And  no 
one  can  provide  a  better  link 
to  our  countiy's  fiLst-paced  gi^owtii. 

Because  we  offer  every  service  from 
investment  banking  and  export  finance  to 
M&A  and  maquiladora 
assistance.  In  short,  all  the 
capabilities  you  could  need. 

So  talk  witii  Banca 
Serfin  about  an  investment 
in  Mexico.  And  see  what 
we  can  make  of  it. 


-  s« 

i 

m 

k  m 


Mexico  City       New  York         Tokyo  I^ndon  Toronto  Los  Angeles       Nassau  Belize  Seoul 

(525)709-7644   (212)  574-9504  (8133)273-5911(4471)408-2151    (416)  3R0-89(.K)   (213)955-0749   (212)574-9500  (5012)7-81-79  (822)756-5186 
For  more  information  on  invesHng  in  Mexico,  call  toll-free  1-800-336-7330  (U.S.):  l-SOO-3.36-6899  (Canada 
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AN  OFFER 
WORTH  THE  PAPER 
IT'S  PRINTED  ON. 

With  every  new  subscription. 

Business  Week  will  plant  a  tree 

in  one  of  America's  Heritage  Forests. 


Every  week  Business  Week  brings  you  up  to 
date  on  the  world  of  business.  We're  committed 
to  bringing  you  coverage  of  business  news  that 
is  not  only  timely  but  insightful.  Now,  we're 
also  committed  to  teaming  up  with  you  to  make 
a  positive  contribution  to  our  environment. 

With  the  help  of  the  Globol  ReLeof  Campaign 
of  the  American  Forestry  Association  (AFA),  we 
will  plant  a  tree  in  one  of  America's  Heritage 
Forests  with  every  new,  paid  Business  Week 
subscription. 

Global  ReLeaf  educates  people  on  opportunities 
to  enhance  the  environment  through  improve- 
ment of  trees  ond  forests.  The  campaign  creates 
these  positive  environmental  opportunities  for 
individuals,  community  groups  and  businesses. 

The  Heritage  Forest  Program  is  one  such 
opportunity.  Heritage  Forests  ore  special  public 
lends,  selected  by  the  AFA  as  lands  where 
private-sector  donations  can  create  new  forests, 
that  would  not  be  possible  under  existing  public 
programs  and  budgets. 


UBS  Phillips  8.  Drew 

International  56,  58 
United  Airlines  40,  64,  68 
United  Missouri  Boncshores  96 
USAA  Investment 

Management  91 
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Wachovia  7 
Wockenhut  30 
Washington  Post  80 
Wells  Fargo  96 
WKBN-TV  108 
WorkGroup  Systems  60 


Yomaichi  Securities  88 
Yamazoki  Mazok  50 


Zenith  Electronics  108 


SUBSCRIBE  TO  BusinessWeek  NOW 

We'll  plant  your  tree  and  still  offer  you 
substantial  savings.  At  only  89 (an  issue, 
you  save  64%  off  the  $2.50  cover  price 
and  make  a  positive  contribution  to  the 
environment. 

Enjoy  the  convenience  of  having  Business 
Week  delivered  and  the  satisfaction  of 
having  done  something  to  help  improve 
and  preserve  America's  forests. 

It's  easy  to  do.  Fill  out  one  of  the 
post-paid  cards  hand  in  this  issue  and 
drop  it  in  the  mail  today  or  call  toll-free 
1-800-635-1200. 

For  itiote  inloimolion  on  ihe  Globol  Releof  Progiom,  (oil  (202)  667  3300 
or  write  lo  them  olPO  Box  2000,  Woshmglon,  D  C  20013 
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These  securities  have  not  been  registered  under  the  Securities  Act  of  1933  and  may  not  he  offered  or  sold  in  the 
United  States  absent  registration  or  an  applicable  exemption  from  the  registration  requirements.  These  securities 
having  been  previously  sold,  this  announcement  appears  as  a  matter  of  record  only.  The  securities  were  offered 
in  the  United  States  to  qudlified  institutional  buyers  under  Rule  144A  and  internationally  under  Regrdation  S. 


February  20, 1992 


$862,500,000 


CHRYSLER 
CORPORATION 


17,250,000  $4,625  Depositary  Shares  Each  Representing 
1/10  Share  of  Series  A  Convertible  Preferred  Stock 

(S J.  00  par  value) 


The  First  Boston  Corporation  Morgan  Stanley  &  Co. 

Incorporated 


ivestment  Figures  of  the  Wee 


MENTARY 

jHs  are  back.  The  Federal  Re- 
trying to  keep  the  recovery 
ck,  lowere  d  the  fed  eral funds 
rhat  triggered  roNies  in  the  fi 
dI  markets.  Also  helping  was 
better-than-expected  earnings 
BM  and  Alcoa  On  Apr  14, 
>w  industrials  made  its  first 
above  3300  and  climbed  on- 
47.6  points  the  very  next  day 
•n  stocks  proved  the  biggest 
r,  up  over  1  0%,  as  investors 
sd  voters'  decision  to  keep 
)nservatives  in  power.  Even 
leaguered  Tokyo  market 
d  a  roily. 
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THE  DOLLAR 

Apr.  Oct, 


Apr.     Apr,  815 
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52  week  change 


I  -week  change 


52-week  chonge 


1  -week  change 


52-week  change 


1  -week  change 


+6.6% 

+  5.5% 

+3.0%  +0.5% 

+0.6% 

+0.6% 

IRKET  ANALYSIS 

STOCKS 

latest 

% (hange 
Week  S2-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

ONES  INDUSTRIALS 
)MPANIES  (Russell  1000) 

COMPANIES  (Russell  2000) 
)MPANIES  (Russell  3000) 

3353,8 
220.1 
199,7 
234.6 

5.4  116 
5.4  79 
3.4  li.7 
5  3                8  1 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
j&r  jUU  r niv.c/ cAKniriu>  kaiiu 

3  70% 
7,88% 
3,08% 
25.5 

3,95% 
7.92% 
3.19% 
24.3 

5.7% 
8.1% 
3.3% 
18  3 

IGN  STOCKS 

Latest 

%  (honge  (local  currency) 
Week  52-week 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  rotio 

401  3 

55  1% 
0  42 
2.79 

4005 

50.6% 

0.45 

3.02 

Positive 
Negative 

Positive 
Negative 

)N  (FINANCIAL  TIMES  100) 

(NIKKEI  INDEX) 
ITO  (TSE  COMPOSITE) 

2640.2 
17,948  0 
341  1  3 

10  3                3  7 
4  5             -33  5 

2.8              -3  8 

MISTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

-WEEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

S 

9  4                 64  7 

MATTEL 

13  5 

78  5 

36 

IG-DISTANCE  TELECOMMUNICATIONS 

9.0  17.8 

AT&T 

1 1.8 

21.4 

42  Vs 

OMOBILES 

7.4  18.5 

FORD  MOTOR 

8.3 

30  2 

41 

VIING 

7.2  42.0 

CIRCUS  CIRCUS  ENTERPRISES 

12  2 

35  5 

46 

ERMARKET  AUTO  PARTS 

6  8  80.9 

SPX 

15  7 

6.9 

17  1/2 

-WEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

LINES 

-100  -3.9 

USAIR  GROUP 

-15.7 

-19  2 

1  4 

)KERAGE  FIRMS 

-9.8                23  8 

PAINEWEBBER  GROUP 

-13.1 

30  5 

20  Vi 

IICONDUCTORS 

-9,4  2,8 

INTEL 

-20  1 

-3  7 

52  1-4 

MEBUILDING 

-8,9  25,6 

KAUFMAN  &  BROAD  HOME 

-10.7 

14.5 

1  7 

CIALTY  APPAREL  RETAILERS 

-6,7  4,2 

LIMITED 

-10.8 

-16.8 

24  % 

ITUAL  FUNDS 


ERS 

eek  totol  return 

% 

LAGGARDS 

Four-week  totol  return 

% 

IGUARD  INTL.  EO.  INDEX  EUROPEAN 
ANCIAL  STRATEGIC  EUROPEAN 
r.  LATIN  AMERICA  GROWTH 

4.6 
4  2 
4.1 

DFA  JAPANESE  SMALL  COMPANY 
OPPENHEIMER  GLOBAL  BIO-TECH 
FINANCIAL  STRATEGIC  ENVIRONMENTAL 

-15  3 
-14  5 
-12  3 

sk  totol  return 

% 

52-week  total  return 

% 

EDOM  REGIONAL  BANK  B 
ELITY  SELECT  AUTOMOTIVE 
ERICAN  HERITAGE 

49  3 
48  6 
47  3 

DFA  JAPANESE  SMALL  COMPANY 
STRATEGIC  GOLD/MINERALS 
G.  T.  JAPAN  GROW/TH 

-37.1 
-35.8 
-32  9 

MORNINGSTAR  INC 


Average  fund 
k  total  return 


LATIVE  PORTFOLIOS 


r  amounts 
sent  the  present 
of  $10,000 
led  one  year  ago 
:li  portfolio 

Ttages  indicate 
3y  total  returns 


Hi 


Ti'easiiry  honds 
$11,273 

+0.37% 


U.  S. stocks 
$11077 

+  1.68% 


III! 


Money  market  fund 
$10,443 

+0.07% 


Crold 

$9,394 

+0.15% 


DATA  RESOURCES  INC. 


Foreign  stocks 
$9,102 

+2.19% 


on  this  paqe  are  as  of  market  close  WednescJay,  Apr  15,  1992.  unless  otherwise  indicated 
groups  incfude  S&P  500  companies  only,  performance  and  shore  prices  ore  as  of  market  close 


Apr  14,  Mutual  fund  returns  ore  as  of  Apr  10.  Relative  portfolios  ore  valued  as  of  Apr  14  A  i 
detailed  explanation  of  this  poge  is  available  on  request 
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JAPAN'S  CHANCE 
FOR  NEEDED  REFORM 

Suddenly,  it  looks  a  lot  less  like  a  miracle.  Japan's 
stock  market  has  crashed.  Its  economy  is  teetering  on 
the  brink  of  a  recession  brought  on  by  tight  money. 
Capital  spending  is  falling,  inventories  are  mounting, 
bankruptcies  are  at  record  levels,  and  bank  capital  is  dwin- 
dling. Japanese  companies  are  paying  as  much  for  invest- 
ment cai)ital  as  are  companies  anywhere  else  in  the  world 
(page  50).  The  issue  is  whether  Japan  will  attack  these 
problems  in  its  traditional  way,  with  a  fi'enzied  export  drive, 
or  whether  it  will  make  the  needed  changes  in  its  domestic 
economic  policies. 

Japan's  trade  surplus  for  the  fiscal  year  ended  in  March 
was  $88.55  billion,  the  .second-highest  on  record.  March's  sur- 
plus of  $11  billion  was  29.3%  higher  than  the  previous 
March  and  a  record  monthly  high.  If  these  trends  continue, 
Japan  is  sure  to  be  heading  for  even  greater  frictions  with 
its  trading  partners.  If  Tokyo  wants  to  play  a  constructive 
role  on  the  world  stage,  this  is  not  a  good  way  to  start. 

Japan's  surplus  doesn't  stem  from  a  clique  of  bureau- 
crats, politicians,  and  industrialists  scheming  to  take  the 
country's  problems  out  on  the  rest  of  the  world.  It  is  embed- 
ded in  a  system  that  has  routinely  put  producer  interests  be 
fore  those  of  consumers.  Unless  that  changes,  Japanese  in- 
dustry has  little  choice  but  to  seek  growth  elsewhere. 

There's  much  talk  of  fiscal  stimulus  for  Japan,  but  so 
far,  its  policymakers  haven't  acted.  The  government  budget 
is  in  sutplus,  .so  there's  plenty  of  room  for  pump-priming.  To- 
kyo, however,  is  sticking  to  the  same  kind  of  modest  meas- 
ures it  has  used  in  the  past.  The  problem  is  that  they 
aren't  working  this  time,  leaving  poor  pi-ospects  for  gi'owth. 

It  is  clearly  time  for  Japan  to  recognize  the  need  for 
fundamental  change  in  policy.  It  should  stress  consumption 
over  production.  It  should  spend  more  on  housing  and  infra- 
structure. It  should  reform  land  use  and  bring  down  consu- 
mer prices  by  cutting  the  complexity  of  its  distribution 
system.  In  the  past,  Japan  has  pursued  healthy  change  in 
the  face  of  crisis.  It  now  has  a  chance  to  do  so  again. 


MAJOR'S  VICTORY: 

THE  KICK  THE  EC  NEEDED? 

The  tremors  were  still  reverberating  across  the  British 
Isles  from  the  shocking  election  victory  by  the  Conser- 
vatives when  Neil  Kinnock  resigned  four  days  later  as 
leader  of  the  Labor  Party.  On  the  same  day,  Apr.  13,  an 
earthquake  knocked  goods  off  the  shelves  of  stores  in  Maas- 
tricht, the  Netherlands,  where  the  European  nations  had 
pledged  themselves  on  Dec.  11,  1991,  to  common  economic, 
social,  and  foreign  policies  by  1999.  That  earthquake  may 
prove  symbolic,  because  John  Major's  upset  victory  may  be 
just  what  Bi  ii  ain  and  Europe  need  to  jolt  them  out  of  their 
recent  political  and  economic  malaise  (page  34). 


The  Tory  win  should  boost  business  confidence  1 
strengthening  the  forces  that  favor  free  markets  in  E 
rope.  This  Conservative  Prime  Minister  is  likely  to  di 
prove  the  conventional  wisdom  that  a  Labor  victory  wou 
hasten  Britain's  integration  into  Europe  while  the  Torii 
would  slow  it  down.  A  consummate  pragmatist,  Major  reco, 
nizes  that  Britain's  best  bet  to  escape  the  second  tier  is  ' 
mesh  its  economy  with  those  on  the  Continent.  With  a  b 
win  under  his  belt,  he  will  no  longer  be  so  much  bound  1: 
Margar-et  Thatcher's  insular  ideology. 

As  it  happens,  Britain  will  have  the  presidency  of  the  E 
ropean  Community  for  the  last  half  of  this  year.  Major  c£ 
be  exjiected  to  use  this  opportunity  to  raise  Britain's  profi 
in  the  EC  and  shape  the  European  unity  drive  more  to  h 
liking.  Unlike  Labor,  which  favors  a  highly  regulated,  higl 
wage  Europe,  Major  wants  economic  integration  withoi 
creating  a  menacing,  new  central  government  bureaucracy 
Brussels.  In  espousing  this  view,  he  already  has  an  ally  i 
German  Chancellor  Helmut  Kohl,  and  he  may  have  anoth( 
in  France's  new  Pi-ime  Minister,  Pierre  Beregovoy.  a  fina) 
cial  disciplinarian  who  just  replaced  Edith  Cresson,  a  chan 
pion  of  state  industry. 


BRINGING  SANITY 
TO  AIR  FARES 

The  airline  industry  is  trying  to  bring  some  sense,  an 
profitability,  to  what  has  been  a  chaotic  fare  policy 
Some  carriers  have  had  as  many  as  a  dozen  differer 
fares  for  a  single  flight.  If  all  the  carriers  follow  the  lead  c 
American  Airlines,  that  number  will  be  cut  to  four  (page  40 
The  change  will  simplify  decisions  for  the  flying  pubHc  anc 
the  airlines  hope,  bolster  profits. 

Under  the  new  pricing  schemes,  fares  for  unrestricte- 
tickets— the  kind  many  business  travelers  use— will  be  cu 
substantially.  In  fact,  in  some  cases  they'll  be  close  enough  t 
discount  fares  that— the  airlines  hope— business  travelers 
particularly  those  ineligible  for  bargain-basement  negotiate 
corporate  fares,  will  opt  for  the  slightly  higher  unrestricted 
fares  instead  of  the  discounts.  Business  travelers  also  for  th 
first  time  would  have  to  pay  a  fee,  in  this  case  $25,  fo 
changing  plans.  The  coml)ination  could  help  the  airlines 
bottom  line  without  costing  business  too  much. 

Vacationers  could  benefit  as  well.  Though  some  of  the! 
fares  may  go  up,  they  could  have  more  flexibility  than  in  th' 
past.  Under  the  new  scheme,  a  schedule  change  can  now  h 
had  for  $25. 

Bringing  order  to  airline  fares  won't  be  easy.  Thi 
industry's  history  under  deregulation  has  been  punctuate< 
by  fare  wars.  The  airlines  have  used  computers  to  cah 
brate  their  seat  prices  to  maximize  revenues  and  passenge: 
volume— attempting  to  wring  every  last  nickel  out  of  eacl 
flight.  But  fare  wars  and  the  recession  undermined  this  ei 
fort  to  boost  profitability,  while  consumers  were  left  dissat 
isfied.  The  danger  is  that  the  weaker  airlines  could  be  hurt 
thus  lessening  competition  and  pushing  up  prices  on  route: 
left  with  fewer  carriers.  With  that  caveat,  simpler  fare; 
are  surely  worth  a  ti\y.  3  '7  'S  j-i'^  
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